
 

  

A Report by  
Regeneris Consulting 
 
 
 
September 2013 

London Heathrow 
Economic Impact Study  



 

 

 

 

 

 

 

 

 

 

 

 

 

A report commissioned by: 

 

 

 

  

     Realising Oxfordshire's potential 

 

 
 

 

 

 

 Oxfordshire  

Local Enterprise Partnership  

 

Realising Oxfordshire's potential 



ƀ London Heathrow Economic Impact Study ƀ 

  

 
Contents  

 

1. Executive Summary 1 

2. Assessing the Economic Role of Heathrow 6 

3. Future Scenarios 8 

4. The Study Area Economy 15 

5. Current Economic Role of Heathrow 25 

6. Future Direct, Indirect and Induced Impacts 36 

7. Wider and Catalytic Benefits 43 

8. Potential Economic Disbenefits 50 

9. Conclusions 52 

Appendix A Technical Assumptions 53 

Appendix B Business Survey Results 57 

 

 
We are grateful to the steering group for this project for their assistance and input. However, the 
views expressed in this report are the independent views of Regeneris Consulting, not those of 
the members of the steering group or the organisations they represent. Any errors and omissions 
remain the responsibility of the consultants. 



ƀ London Heathrow Economic Impact Study ƀ  

Page 1 

 

1. Executive Summary 

1.1 Regeneris Consulting was appointed in July 2013 to carry out an economic impact 

assessment of future proposals for the development of hub airport facilities in the South 

East of England. 

Key Findings 

¶ The άǿŜǎǘŜǊƴ ǿŜŘƎŜέ ŀǊŜŀ ŀǊƻǳƴŘ IŜŀǘƘǊƻǿ !ƛǊǇƻǊǘ has a strong, dynamic 

economy. It generates £1 in every £10 of UK economic output and is home to over 

2.4 million jobs. It is an economic powerhouse for the UK.  

¶ Within the western wedge area, the aviation and related activity at Heathrow 

Airport currently supports around 120,000 jobs and contributes £6.2 billion to the 

economy. 

¶ If a new hub airport were built to the east of London and Heathrow Airport were 

closed by 2030, this would lead to a loss of over 100,000 jobs directly dependent on 

activity at the airport. 

¶ The closure of Heathrow would also put at risk up to at least a further 170,000 jobs 

within the western wedge area that are dependent on good proximity to a hub 

airport, and could put at risk up to £11 billion worth of current economic activity. 

¶ Businesses remaining in the western wedge area would be burdened by additional 

costs of £440m per year in travel time and journey costs in getting to and from a 

new hub airport.  

¶ In contrast, compared with do nothing, expanding Heathrow with a third runway 

could create around an additional 35,000 jobs and generate an extra £3.4 billion of 

economic output for the western wedge area by 2040. 

¶ An expanded Heathrow would offer improved connectivity and productivity benefits 

worth up to £300m a year by 2040 in the western wedge area compared with do 

nothing ς by enabling more direct flights to operate to a wider range of cities across 

the globe, particularly in emerging economies. 

The Study Area 

1.2 The focus of our work was not to consider the overall implications for the UK. The study area 

for which we measured the impacts is defined by the area covered by the five parties who 

commissioned this work. It includes west London and the western parts of the South East 

radiating out from London along the M40, the M4, the M3 and the A3: an area sometimes 

referred to as ǘƘŜ άǿŜǎǘŜǊƴ ǿedgeέ.  
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1.3 The study area economy is an important and dynamic part of the UK economy. It generated 

around £137 billion in Gross Value Added (GVA) in 2011 or roughly 10% of the UK total and 

employs around 2.44 million people. The area has a much higher than average share of the 

¦YΩǎ ŦƻǊŜƛƎƴ ƻǿƴŜŘ ŦƛǊƳǎΣ ƘŜŀŘǉǳŀǊǘŜǊs and key knowledge based businesses. Key 

concentrations of business include: IT hardware and software, telecommunications, 

media/broadcasting, scientific R&D, and advertising and market research. Not surprisingly 

the productivity per person employed is well above the national average.   

1.4 The ŀǊŜŀΩǎ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ŀŎŎŜǎǎƛōƛƭƛǘȅ ǘƻ ŎŜƴǘǊŀƭ [ƻƴŘƻƴ όƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǘǊǳƭȅ Ǝƭƻōŀƭ 

cities), to one ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƛǊǇƻǊǘǎΣ ŀƴŘ ǘƻ ŀ ƭŀǊƎŜ ŀƴŘ ƘƛƎƘƭȅ ǎƪƛƭƭŜŘ 

workforce living in a high quality environment is we believe unique in a UK and European 

context. 

Current Role of Heathrow 

1.5 Heathrow Airport has been and continues to be a critical driver of the study area economy: 

¶ The current airport activity generated by 70 million passengers and 1.6 million 

tonnes of air freight creates a large economic footprint in its own right. 

¶ At a UK level the latest estimates of the economic contribution of Heathrow1 are 

that the activity there supports around 190,000 full-time equivalent (FTE) jobs across 

the UK and £9.7 billion in economic output (GVA). These jobs arise from activity on 

the Heathrow site, in the supply chain and as a result of the multiplier effects from 

consumption spending. 

¶ A very significant proportion of this activity takes place in the study area. Our 

analysis suggests that in the study area Heathrow Airport supports around 120,000 

FTE jobs and £6.2 billion of economic activity. 

¶ To put these numbers into context, they represent 5.0% of all employment and 4.5% 

of the total GVA of the study area. One in every 20 jobs in the study area is directly 

attributable therefore to the economy activity generated by the operations at 

Heathrow. 

1.6 However, this is only half the story. The presence of Heathrow providing excellent 

international air connections for both passengers and freight makes the study area an 

attractive location for businesses that require global connectivity. Proximity to one of the 

worldΩǎ leading international airports has been a prime factor in the location and expansion 

of many businesses in the study area. It is not the only reason, but is an extremely important 

reason. It is no accident that the study area has particularly strong concentrations of foreign 

owned firms and headquarters of businesses. Furthermore, the degree of concentration is 

strongest in the parts of the study area that are closest to Heathrow.  

  

                                                
1
 Optimal Economics, September 2011 
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1.7 Trying to put a precise value on this current connectivity role is difficult. However, our 

research suggests that between of the order of 170,000 to 230,000 jobs in the study area are 

particularly dependent on access to Heathrow and so could be at risk if Heathrow were to 

close down.  The economic activity in these firms could, currently, be of the order of at least 

£11 billion to £15 billion όƻǊ у҈ ǘƻ мм҈ ƻŦ ǘƘŜ ǎǘǳŘȅ ŀǊŜŀΩǎ ŎǳǊǊŜƴǘ ŜŎƻƴƻƳƛŎ ƻǳǘǇǳǘύ.  

1.8 There is some overlap here with the direct economic footprint from Heathrow as many firms 

there are foreign owned. But our method of assessment ignores the important role 

Heathrow plays in supporting British owned firms. We therefore consider that the estimate 

provides a reasonable order of magnitude of the importance of connectivity provided by 

IŜŀǘƘǊƻǿ ǘƻ ǘƘŜ ŀǊŜŀΩǎ Ŝconomy.  

1.9 It is the case that Heathrow creates some economic disbenefits in the immediate area 

around Heathrow, particularly in terms of noise and air pollution. These are not necessarily 

economic costs that impact on measurable economic output, but are clearly important social 

costs.  

1.10 There has been a considerable debate about how to assess these costs. Based on values 

used in the past by DfT, the current measurable cost of air and noise pollution for residents 

living around Heathrow could be of the order of £90m pa. These are significant impacts in 

the immediate vicinity of Heathrow, but clearly dwarfed by the overall economic impact of 

the airport in the wider area. 

Scenarios for the Future 

1.11 The research considers three scenarios for the future development of the hub airport for 

London: 

¶ Scenario A - Do Nothing: no expanded runway capacity at Heathrow and no new 

hub airport developed elsewhere. 

¶ Scenario B - Expanded Heathrow Airport: a third runway is built, with associated 

increases in terminal capacity. 

¶ Scenario C - New Hub: a new airport to the east of London is developed to act as the 

new hub airport for London and the South East, with the closure of Heathrow 

Airport. 

1.12 We have considered the potential economic impacts in 2030, by when the new development 

proposals are intended to be completed, and by 2040 when the impacts of the scenarios will 

have largely worked through. Within this timeframe we do not consider that any economic 

effects from replacement development at the Heathrow site (which is speculative in any 

case) would have materialised to any significant degree.  

The impact of the closure of Heathrow 

1.13 The impacts of the scenarios are complex and subject to uncertainty, but the key effects can 

be summarised as follows. If Heathrow were to close down and be replaced by a new hub 

airport we estimate that this could lead to the following effects: 
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¶ By 2030 the loss of around 105,000 full-time equivalent jobs linked to the activities 

at Heathrow, their supply chain and multiplier effects, or the loss of £8 billion in GVA 

in the study area2. 

¶ If current travel patterns continued, the extra travel costs to a more distant hub 

airport would add around £440m per annum to business costs in the study area by 

2030. This cost would rise again by 2040.   

¶ However, it likely that businesses would react by re-considering their current 

location: either to be closer to the new London hub or other hub airports in 

European competitor locations. Rather than face extra costs and reduced 

convenience, many existing businesses would choose to relocate, to hold off on 

expansion plans, or to downsize their operations compared to other locations. 

¶ This impact on competitiveness of current locations might tip the balance for 

investment decisions. In the long run, of the order of up to 170,000 to 230,000 jobs 

could be at risk in the area due to their links to and degree of use of Heathrow for 

travel. Although it is highly unlikely that all these jobs would leave the area by 2040. 

The impact of an expansion at Heathrow 

1.14 Compared to the do nothing scenario the future expansion of Heathrow would lead to 

several economic benefits for the study area: 

¶ The extra traffic and activity at Heathrow would, by 2040, have increased study area 

employment by around 35,000 FTE jobs and GVA by around £3 billion. The 

difference by 2030 would, however, be limited. 

¶ The expansion of Heathrow would allow for the expansion of air destinations from 

Heathrow, both additional short haul connections to the rest of Europe and new 

routes to emerging markets where, in some instances, Heathrow has relatively poor 

connections. 

¶ The expansion of Heathrow would also add greater weight to the case for surface 

access transport improvements in and around the Heathrow area, which can have 

wider benefits to businesses.   

¶ This increase in connectivity would improve business productivity in the study area 

for existing businesses by increasing frequency and reliability of connections, would 

enhance trade and exports to new markets and lead to wider benefits from access 

to new markets. 

¶ These benefits from improved connectivity in the study area could be of the order of 

at least £230m to £300m per annum (in 2030 values). 

  

                                                
2
 Note: these future GVA figures cannot be compared to the current study area GVA as they assume real productivity 

growth and so are not comparable with the present day figures  
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¶ Finally, the expansion at Heathrow is likely to secure some or all of the 170,000 to 

230,000 jobs particularly dependent on good access to international air connections 

ŀǎ IŜŀǘƘǊƻǿΩǎ ǊŜƭŀǘƛǾŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ Ŧŀƭƭǎ ǳƴŘŜǊ ǘƘŜ Řƻ ƴƻǘƘƛƴƎ ǎŎŜƴŀǊƛƻ. 

1.15 Clearly, there is significant uncertainty around these estimates. In practice if Heathrow were 

to shut down the loss of jobs and economic output might well be replaced by other activity. 

However, this would be harder to achieve given that the area would have lost one of its 

ά¦{tǎέ - immediate access to a global air transport hub. 

Table 1-1:  Difference between scenarios in the western wedge study area arising from the 
changes in economic footprint of Heathrow 
Assessment 
Year 

Expansion compared to Do 
Nothing 

Expansion compared to 
New Hub 

Do Nothing compared to 
New Hub 

000s FTE jobs £ billions 
GVA 

000s FTE jobs £ billions 
GVA 

000s FTE jobs £ billions 
GVA 

2030 0 £0.2 105 £8.3 105 £8.1 
2040 35 £3.4 120 £12.5 90 £9.0 
Source: Regeneris consulting calculations  
Notes: (1) GVA expressed in 2012 prices but adjusted for future real output growth per worker.  (2) Job impacts 
rounded to the nearest 5,000 jobs. (3) Excludes impacts on business location and productivity 
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2. Assessing the Economic Role of Heathrow 

2.1 Airports have two main economic roles. First, they are direct creators of economic activity by 

handling passengers and cargo, whether for leisure or business purposes. Second, by 

providing connectivity to other locations they provide wider economic benefits in terms of 

business efficiency and costs savings and other productivity benefits. Airports also can lead 

to some economic and social disbenefits, especially via the localised noise and air pollution 

created but also in their role in supporting aviation growth and so its impact on global 

warming. 

Major Source of Economic Activity in its own Right  

2.2 Direct economic impacts. Airports are often important creators of employment and 

economic activity in their own right. The activity of transporting passengers and cargo, of 

handling passengers and of the associated catering, retail and other activities all support 

employment and the direct creation of GVA. In practice there are fuzzy boundaries between 

what is called άon-ǎƛǘŜέ and άƻŦŦ-siteέ direct employment. 

2.3 Indirect economic impacts. Airports have complex supply chains linked to the airport, 

airline, retail, hospitality and cargo activities that take place at and immediately around the 

airport. There are also a whole range of supply chain purchases that take place throughout 

the economy and are not necessarily located close to the airport. 

2.4 Induced economic benefits.  Finally, the disposable income earned of those employed at an 

airport and in its suppliers provides further economic effects through multiplier effects via 

spend in local shops, restaurants, housing etc. 

Key Role as Transport Gateway to the World 

2.5 Lƴ ǘƘŜ ƭƛǘŜǊŀǘǳǊŜ ƻƴ ŀƛǊǇƻǊǘǎ ǘƘƛǎ ƛǎ ƻŦǘŜƴ ŘŜǎŎǊƛōŜŘ ŀǎ ǘƘŜƛǊ άŎŀǘŀƭȅǘƛŎέ ƛƳǇŀŎǘ. Essentially, the 

point is that improved air connectivity provides a number of potential economic benefits to 

business and their employees, who are regular air travellers, and to international tourists. 

The primary benefit is from scheduled passenger services, but the role of air freight is also 

important.  

2.6 This transportation hub role provides connectivity and transport access for businesses and 

people living close to Heathrow but of course from much further afield. Indeed, Heathrow is 

ǘƘŜ ¦YΩǎ Ƴŀƛƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƎŀǘŜǿŀȅ ǘƻ Ƴŀƴȅ ǇŀǊǘǎ ƻŦ ǘƘŜ ǿƻǊƭŘ ŀƴŘ ƛǘǎ ǳǎŜǊs come from 

throughout the UK (although 75% of all trips ending or beginning at Heathrow have origins 

or destinations in London and the South East). 

2.7 As we shall see later on, there is a complex evidence base about this connectivity role in 

relation to location decisions and business productivity. 
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Some Economic (and Social) Downsides 

2.8 There are, of course, potentially economic (and social) disbenefits from any airport. Key 

factors are noise and air pollution, but also the ground transport and traffic congestion 

stemming from the use of the airport (although these can be ameliorated through surface 

access improvements). The creation of a new airport or expansion of existing airports also 

creates disbenefits in the loss of land and buildings. These need to be weighed in the mix 

when considering the case for airport expansion. These losses of amenity tend to be 

localised around airports and under their main flight paths. We examine these in Section 8. 

There is an important debate about the role of aviation and its contribution to global 

warming. It is beyond the scope of this report to consider these issues, although to the 

extent that the different scenarios lead to increased greenhouse gas emissions from the 

aviation sector globally, this will have long term economic and social consequences.  

Potential Net Impacts 

2.9 Measuring the GVA and employment consequences of any change is challenging as labour 

markets and economies operate in complex ways. Economists are interested in the 

ǇƘŜƴƻƳŜƴƻƴ ƻŦ άŎǊƻǿŘƛƴƎ ƻǳǘέΥ LŦ ŀƴ ŜŎƻƴƻƳȅ ƛǎ ŎƻƴǎǘǊŀƛƴŜŘ ƛƴ ǘŜǊƳǎ ƻŦ ƭŀōƻǳǊ ǎǳǇǇƭȅ ǘƘŜƴ 

the expansion of one economic activity could be at the expense of another (as wage rates 

are driven up and employment falls in other sectors). Or put more positively, it is possible in 

a strong and dynamic economy that the fall in employment in one sector could be offset by 

growth in other sectors as labour is freed up. Whether this actually happens depends on the 

scale of change, speed of adjustment and the mobility of labour. 

Table 2-1: Measuring the economic effects of Heathrow Airport ς conceptual framework 
Direct, Indirect and Induced 

Direct benefits from operation 

Indirect benefits from operation 

Induced benefits from operation 

Construction impacts from expansion 

Wider Catalytic Benefits 

A. Existing business efficiency  

Travel time and costs benefits in access to the airport 

Travel time and costs benefits on existing journeys by air 

B. Wider productivity benefits 

Benefits from increased connectivity 

Longer term productivity impacts from clustering 

C. Location decisions 

New businesses attracted to the area 

Existing business retained 

D. Tourism benefits 

Tourism impacts ς leisure tourism 

Tourism impacts ς business tourism 

Economic and social disbenefits 

Noise and air pollution 

Congestion 

Climate change 

Source: Regeneris Consulting 
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3. Future Scenarios 

3.1 The Airports Commission3 is reviewing a number of options for future airport capacity for 

the UK, especially the South East. This is a complex process as it involves an assessment of 

future demand for air travel, the implications of different solutions to meeting future air 

travel and the consequences of meeting (or not meeting) future demand in different ways. 

Our report is concerned with the economic implications of different options for the location 

of future airport capacity around London.  

3.2 There are a number of options that have been discussed and included in recent submissions 

to the Airports Commission. We have simplified the potential options to consider three 

scenarios summarised below: 

¶ Scenario A: Do Nothing 

¶ Scenario B: Expanded Heathrow Airport 

¶ Scenario C: New Hub Airport. 

3.3 The information within this section has been informed by a range of documents including 

submissions to the Airports Commission.  

3.4 We are aware of other proposals for expanding capacity, such as those coming from Gatwick 

!ƛǊǇƻǊǘΣ ǘƘŜ Ǉŀǎǘ άIŜŀǘƘǿƛŎƪέ ŎƻƴŎŜǇǘ ƻŦ ƻǇŜǊŀǘƛƴƎ IŜŀǘƘǊƻǿ ŀƴŘ DŀǘǿƛŎƪ ŀǎ ƻƴŜ ŀƛǊǇƻǊǘ Ǿƛŀ 

a high speed rail link, or the expansion of regional airports, especially Birmingham. However, 

we have not reviewed or assessed these proposals in this report. 

Scenario 1: Do Nothing 

3.5 The key features of this scenario are: 

1) No additional runway capacity is developed at Heathrow and no new hub airport is 

developed elsewhere in the UK (either by the creation of a new airport or expansion 

of an existing one). The number of air traffic movements (ATMs) at Heathrow is 

therefore in effect capped at its current level.  

2) In the future, passenger growth in the South East is therefore constrained to some 

degree by the runway capacity at Heathrow. There is growth at other airports 

around London as suggested by the DfT constrained forecasts. No other existing 

airport develops as an alternative hub to Heathrow, although there will be an 

increase in the range of point to point routes provided by other airports around 

London (which are of course less accessible to the study area). 

3) Surface accessibility to Heathrow is improved to some extent as part of current 

planned and committed investments especially to the west (Western Rail access) 

and by the completion of Crossrail. 

                                                
3
 The Commission chaired by Howard Davies whose remit is to provide recommendations on future airport capacity in the 

UK 
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Scenario 2: Expanded Heathrow Airport 

3.6 The key features of this scenario are: 

1) The building of a third runway to expand the capacity at Heathrow for extra air 

traffic movements, with associated new terminal buildings. 

2) Consequent growth in air traffic at Heathrow with additional destinations.  

3) No new hub airport development at other locations (although other existing London 

airports will continue to expand). 

4) Surface transport improvements (aside from those already committed), which 

include Southern Rail Access as well as extension and tunnelling of existing roads. 

3.7 There are three runway options that have been put forward by Heathrow Airport Limited 

(HAL) in their recent submission to the Airports Commission. For the purposes of our 

assessment we have assumed that the South West runway option is delivered.  The overall 

assessment of the long term impacts in this report is not really sensitive to the option used 

(although the proposed two northern options would provide less additional effective 

capacity, but could be developed more quickly). 

Scenario 3: New Hub Airport 

3.8 The essence of this scenario is as follows: 

1) A new hub airport for London is developed at another location other than Heathrow. 

2) Surface transport enhancements are made to both rail and road connections, 

including a Central London Airport express rail link, airport access roads, and 

capacity increases to the M25 and the A2. 

3) In due course Heathrow closes as an operational airport (it is accepted by the 

proponents of a new London airport that there is not the overall market and 

demand to justify two hub airports and airlines would not migrate to a new airport 

unless Heathrow is closed). 

4) There is some redevelopment of the Heathrow site for alternative uses, probably for 

housing and some employment uses. However we have not assessed the economic 

effects of these proposals for two reasons: first there are no firm proposals to 

assess; and second even if Heathrow were to close by 2030 it is unlikely there would 

be significant development completed by 20404. 

  

                                                
4
 The TFL submission to the Airports Commission mentions the redevelopment of the former Stapleton Airport site in 

Denver in the USA. However, this airport closed in 1995 and by 2006 there were only 5,000 new residents living there 
and no major employment uses had arrived. The redevelopment for job creation will take many decades. 
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3.9 The Mayor of London has put forward three possible options in his submission to the 

Airports Commission to replace Heathrow: an entirely new airport on the Isle of Grain in 

Kent; an airport on new land reclaimed from the Thames Estuary to the north of Kent; or an 

expanded Stansted Airport. The actual location of a new London hub airport is of course a 

matter of great import. It affects development costs, the need for ground transport 

improvements, the implications for airspace and air traffic control, the timing of delivery and 

of course the accessibility of the new airport for residents and businesses in the study area 

(Stansted offering fundamentally different accessibility to the study area than the other two 

options). 

3.10 However, for purposes of assessing the economic impacts on the study area the precise 

location of a new hub airport is a secondary consideration compared to the implications of 

the closure of Heathrow. For the purposes of this report we have used the proposals for a 

new hub airport on the Isle of Grain to exemplify the potential implications on the study 

area. This proposal involves the building of four runways initially and the phased 

development of terminal capacity. 

Phasing and Timings 

3.11 The economic effects of the different scenarios are further complicated by timing and 

adjustment paths. What do we mean by this? It is far easier to assess the likely economic 

differences of the scenarios on the study area further into the future when new facilities 

have been built and businesses and individuals have adjusted their behaviour. Assessing the 

path of adjustment is much more complicated as: 

¶ The dates when facilities are open for business is far into the future and there is 

inevitably significant uncertainty. ¢ƘŜ aŀȅƻǊΩǎ ǇǊƻǇƻǎŀƭǎ ŀǊŜ ǘƘŀǘ ǘƘŜ ƴŜǿ Lsle of 

Grain airport would be fully operational by 2029 and that Heathrow would cease 

operations at that date. HAL have indicated that the proposed new south west 

runway would be opened also in 2029 (although the other two options have 

somewhat earlier proposed opening dates). 

¶ There is related uncertainty about when the proposed surface access improvements 

would occur. They would need to be completed prior to new operations 

commencing for either Scenario B or C. These are outside the direct control of both 

the Mayor and HAL. 

¶ There is uncertainty about how airlines will react to expanded facilities at Heathrow 

or a new hub airport. Would airlines have the same (or greater) desire to operate at 

a new hub as they currently do at Heathrow? Would all the traffic that wished to go 

to Heathrow transfer to a new airport in the UK, or would some transfer traffic move 

to other hub airports in Europe or even Dubai?  
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¶ There is related uncertainty as to how businesses will respond. At what point would 

businesses really believe that any new investment would happen? At what point 

might they consider relocating (how many years before or after the opening of a 

new UK hub airport for instance?). Anecdotal evidence is that larger firms who are 

heavy users of international air travel are watching the debate on the future of 

Heathrow with interest and that they might make their decision to invest (or more 

likely not to invest) well in advance of any actual expansion of closure of the airport. 

¶ Finally, there is the obvious point that although looking further ahead provides more 

certainty on how far down the adjustment path we might be, it also means that 

what the world looks like is less and less clear ς the future shape of the global 

economy, the role of technology impacting on the amount of business travel, and so 

on. 

3.12 The past and current experience of the development of new airports to serve major cities 

such as Malpensa near Milan and the new (but yet to be opened) Berlin Brandenburg Airport 

to serve Berlin shows that the best laid plans in terms of airline behaviour and opening dates 

can go wrong. The UK does not have a great record for delivering major transportation 

projects on time and the past experience has been that the planning, funding and design 

phases of major transport projects can stretch into several decades. 

3.13 Given that current proposals are that new facilities will open by 2030 this might be a 

reasonable date at which to do our assessment. However, in practice the adjustment of 

behaviour by airlines and especially businesses would take longer than this. Many businesses 

and some airlines would choose to wait and see how new operations (and ground access) 

work for a completely new airport performed before making final investment decisions. We 

would expect the full effects to have materialised by 2040, assuming the facilities are 

actually built when currently proposed under the scenarios.  

Summary of the Scenarios 

3.14 We summarise below the main features of the scenarios based on information in the public 

domain. It is important to point out that we have taken this information at face value. 

Clearly there is and will be a lively debate the about the realism of the various proposals by 

the Mayor and HAL. Our assumptions on activity under the different scenarios based on 

recent submission to the Airports Commission are set out in Table 3-1.  

3.15 It should be noted that these figures differ from the latest DfT forecasts of demand at 

IŜŀǘƘǊƻǿ ǿƛǘƘ ŀƴŘ ǿƛǘƘƻǳǘ ŎƻƴǎǘǊŀƛƴǘǎΦ ¢ƘŜ ǘŀōƭŜ ōŜƭƻǿ ƛƭƭǳǎǘǊŀǘŜǎ ǘƘŜ 5Ŧ¢Ωǎ view of 

ŎƻƴǎǘǊŀƛƴŜŘ ŘŜƳŀƴŘ ƎƛǾŜƴ IŜŀǘƘǊƻǿΩǎ ŎǳǊǊŜƴǘ ŎŀǇŀŎƛǘȅ ǾŜǊǎǳǎ ǘƘŜ ǳƴŎƻƴǎǘǊŀƛƴŜŘ ŘŜƳŀƴŘ 

given unlimited capacity. The difference between the unconstrained DfT forecasts and 

{ŎŜƴŀǊƛƻ . ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ƻǇŜƴƛƴƎ ŀƴŘ ǘƘŜ ǎǇŜŜŘ ƻŦ άŎŀǘŎƘ ǳǇέ ǘƻ ǊŜturn to the 

underlying demand picture. The submissions by HAL are much more cautious about the 

speed of this catching up process. In practice, we suspect that there would be a faster 

catching up effect assuming that the new runway was delivered to the proposed timeline.  
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Table 3-1: Overview of traffic assumptions by scenario 
Scenario Selected 

Proposal 
Opening 

Date 
Passenger 

Throughput 
(mppa*) 

Air Traffic Movements  Destinations  
(by 2040) 

 2030 2040 Capacity 
(2030) 

Demand 
(2030) 

A: Do 
Nothing  

- - 82 87 480 480  
(constrained by 

capacity) 

90 long haul 
46 short haul 

B: 
Heathrow 
Expansion  
 

South 
West 
runway 

2029 83 117 740 570 130 long haul 
56 short haul 

North 
runway 

2025 100 125 702 570  

C: New 
Hub 
Airport  

Isle of 
Grain 

2029 90 135 1,000 n/a 299 

{ƻǳǊŎŜΥ I![ ŀƴŘ aŀȅƻǊ ƻŦ [ƻƴŘƻƴΩǎ tǊƻǇƻǎŀƭǎ ŀƴŘ 5Ŧ¢ !Ǿƛŀǘƛƻƴ нлмо CƻǊŜŎŀǎǘǎ 
Notes: HAL assume that there is constrained traffic growth of only 0.5% to 1% per annum until a new 
runway opened. Growth is driven by incremental increases in average aircraft size.  Upon opening, 
HAL expect a 5% growth p.a. in passenger numbers for the first five years, representing some initial 
recapture of demand. Thereafter a 2.4% growth p.a. in passengers is assumed. 
Note: * mppa=millions of passengers per annum 

 

Table 3-2:  Department for Transport passenger forecasts (mppas) 
 2011 2020 2030 2040 2050 

Heathrow unconstrained terminal 
passenger forecast  69 87 109 135 170 

Heathrow constrained terminal 
passenger forecast  69 76 82 87 93 

Difference 0 11 27 48 77 

Source: UK Aviation Forecasts 2013, Department for Transport (central case) 

3.16 LŦ IŜŀǘƘǊƻǿΩǎ ŎŀǇŀŎƛǘȅ ŘƻŜǎ ƴƻǘ ƛƴŎǊŜŀǎŜ ǘƘŜǊŜ ǿƛƭƭ ōŜ ƭƛǘǘƭŜ ŎƘŀƴƎŜ ƛƴ ǘƘŜ ƴǳƳōŜǊ ƻŦ 

destinations served. It is understood that there would be minimal flights serving destinations 

within the UK, and that key routes would have to be maximised for long-haul flights.  

Table 3-3:  Department for Transport destinations served forecast for LHR 
 2011 2020 2030 2040 2050 

Heathrow constrained 
destinations served forecast 

174 173 168 170 155 

Source: UK Aviation Forecasts 2013, Department for Transport 

Surface Access under each Scenario 

3.17 The table below sets out the proposed rail and road connectivity improvements included as 

ǇŀǊǘ ƻŦ ŜŀŎƘ ǎŎŜƴŀǊƛƻΩǎ ǇǊƻǇƻǎŀƭΦ It is important to try and distinguish between: 

¶ Transport improvements already planned and funded (low risk) 

¶ Transport improvements already planned and at least in principle funded (medium 

risk) 
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¶ New transport improvements that would be required and are not planned in any 

detail or funded at present (high risk). 

Table 3-4: Overview of surface connectivity improvements by scenario 
Scenario Rail Improvements Road Improvements 

A-Do Nothing  ¶ Piccadilly line upgrades. 

¶ Crossrail in 2019 will bring key London 
locations (West End, the City, Canary 
Wharf, and East London) into a 60 minute 
catchment area to Heathrow. 

¶ Western Rail Access by 2021 will provide 
connections between Heathrow and 
Slough, Reading, and the wider Thames 
Valley. 

¶ High Speed Two: By 2026 HS2 Phase 1 will 
connect Heathrow to the Midlands via a 
new interchange at Old Oak Common. 

¶ None 

B-Heathrow 
Expansion  

¶ In addition to the four committed 
schemes listed above there would be: 

¶ Southern Rail Access to key catchments in 

South and South West London, Surrey and 

the South Coast.  

¶ Modifications required to the Windsor 
and Eton line due to relocation of the 
reservoirs. 

¶ M25 motorway will be 
relocated in tunnel 
between Junctions 13 and 
14 to pass underneath 
third runway. 

¶ New tunnel road link from 
Terminals 1-3 south to link 
with A30. 

C-New 
Hub 
Airport 

Isle of 
Grain 

¶ Central London Airport Express providing 
high speed links to key London 
destinations (Waterloo, Riverside, Canary 
Wharf, and London Bridge). 

¶ HS1 ς HS2 link providing direct access to 
St. Pancras, Old Oak Common and north 
towards Birmingham. 

¶ Crossrail extensions from Abbey Wood via 
Dartford and Gravesend. 

¶ Local rail connections to South Essex, 
North Kent and South East London. 

¶ Airport access roads 
including new roads and 
widening of existing roads 
to provide access.  

¶ Lower Thames Crossing 
(LTC) collaboration with 
DfT. 

¶ Capacity enhancements to 
the M25 and A2. 

Stansted ¶ Cross London Airport Express to provide 
high speed connectivity to Waterloo, 
Riverside, Canary Wharf, and London 
Bridge. 

¶ HS1 ς HS2 link to St. Pancras, Old Oak 
Common and onward via HS2. 

¶ Crossrail 2 extension northwards from 
Tottenham Hale to provide an additional 
rail alternative to/from central/ SW 
London. 

¶ Local rail connections to local areas south 
of the airport. 

¶ Airport access roads 
including new roads and 
widening of existing roads 
to provide access.  

¶ Capacity enhancements to 
the M25 and M11. 

{ƻǳǊŎŜΥ I![ ŀƴŘ aŀȅƻǊ ƻŦ [ƻƴŘƻƴΩǎ ǇǊƻǇƻǎŀƭǎ 
Note: schemes in red ƛǘŀƭƛŎǎ ŀǊŜ ǿƘŀǘ ŀǊŜ ŎƭŀǎǎƛŦƛŜŘ ŀǎ άƘƛƎƘ Ǌƛǎƪέ ŀōƻǾŜ due to uncertainty over cost 
and affordability at same time as delivery of committed HS2 and planning considerations 
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3.18 It is important to note that the new Hub Airport scenario relies on obtaining funding to 

deliver the radical surface access transport improvements that would be necessary for the 

airport to be viable and attractive to airlines and passengers alike.  

Construction and development assumptions 

3.19 The key features of the different proposals are set out below. 

Table 3-5:  Overview of assumptions on the development process for each scenario 
 Heathrow expansion 

(South West runway) 
Mayor of London  
(Isle of Grain hub) 

Planning permission granted 2019 2019 

Construction period 2019 - 2029 Phase 1: 2020- 2029 
Phase 2: 2026 - 2050 

Opening date 2029 2029 

Number of runways 1 additional runway of 
3,500m 

4 new runways, 4,000m each 

Total capital expenditure £17.6 billion Phase 1: £47 billion, Phase 2: £21 billion 

Residential properties lost 850 2,000 

Source: submissions to the Airport Commission 
Note: total capital expenditure for each scenario is presented as total sum quoted in submission 
documents. This impact analysis disaggregates these figures and considers only airport and surface 
access construction spend, excluding environmental and community construction spend.  
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4. The Study Area Economy 
Key Points: 

¶ The άwestern wedgeέ ŀǊŜŀ has an economic output of around £137 billion pa, which 
represents about 10% of the whole UK economy. It is one of the most productive parts 
of the UK. 

¶ It has significant concentrations of IT/telecommunications/computing and other 
knowledge based industries. 

¶ Its workforce is one of the most skilled and qualified in the UK. 

¶ There is a very marked presence of foreign owned firms, reflecting its success in 
attracting high value foreign investment, and headquarters of companies. 

¶ The combination of accessibility to ŎŜƴǘǊŀƭ [ƻƴŘƻƴ όƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǘǊǳƭȅ Ǝƭƻōŀƭ 
ŎƛǘƛŜǎύΣ ǘƻ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƛǊǇƻǊǘǎ, and to a large and highly 
skilled workforce living in a high quality environment is unique in a UK context and 
European context. 

4.1 The study areaΣ ǿƘƛŎƘ ƛǎ ǘƘŜ ŦƻŎǳǎ ƻŦ ǘƘƛǎ ǊŜǇƻǊǘΩǎ ŀƴŀƭȅǎƛǎΣ ŎƻǾŜǊǎ ŀ ƭŀǊƎŜ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ǘƘŜ 

South East region and a significant slice of the London economy. The area includes four Local 

Enterprise Partnership (LEP) areas - Buckinghamshire Thames Valley, Enterprise M3, 

Oxfordshire and Thames Valley Berkshire - and the part of London covered by West London 

Business5.  

4.2 This area has been referred to by past regional plans as ǘƘŜ άǿŜǎǘŜǊƴ ǿŜŘƎŜέ, given its 

positioning relative to London. It is one of the most productive areas of the country, due in 

part to the concentration of high-value, knowledge intensive activities located in the region. 

It can be thought of as the area immediately around Heathrow and the economies that 

radiate out along the M4/Thames Valley, the M40, the A3 and the M3 and around the 

western segment of the M25. All areas are defined by their proximity of ready access to 

Heathrow.  

4.3 Our report is concerned primarily with the implications for the economy of this area as a 

whole, although there are differences between the five parts. The influence and relative 

importance of Heathrow also varies across the study area.  

                                                
5
 A Chamber of Commerce organisation representing businesses based in the London boroughs of Brent, Ealing, 

Hammersmith & Fulham, Harrow, Hounslow and Hillingdon. Heathrow Airport itself is located largely in Hillingdon but 
also in parts of Hounslow (and Spelthorne District in Surrey) 
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Figure 4-1: The study area ς  ǘƘŜ ά²ŜǎǘŜǊƴ ²ŜŘƎŜέ 

 
Source: Regeneris Consulting 
Note: red lines showing western wedge is  indicative only 

A large and important part of the UK ÅÃÏÎÏÍÙȣ 

4.4 The study area has a number of key economic characteristics, which support the 

performance of the South East region as well as the UK economy as a whole. The overall 

economic output of the area calculated in terms of GVA, totalled around £137 billion in 

2011. This level of GVA is equivalent to 70% of the total GVA of the South East region, 30% 

of the South East and London combined, 12% of the England and 10% of the UK totals.  

4.5 The economic output of the western wedge is supported by a strong employment base. In 

2011 there were a total of 2.4 million jobs within the area, which is equivalent to 65% of 

total employment in the South East, 30% of the South East and London combined, and 11% 

of England. Over the past decade the area has seen an addition of around 37,000 new jobs 

which represents a growth rate in line with the regional and national averages.  
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Table 4-1: Total employment and GVA, 2011 

 
Areas 

Jobs 000s GVA £bns 

2011  % of England 2011  % of England 
In

d
iv

id
u

a
l 
A

re
a

s Buckinghamshire Thames 
Valley 

206 1% £11.8 1.0% 

Enterprise M3 745 3% £41.0 3.6% 

Oxfordshire 321 1% £15.5 1.4% 

Thames Valley Berkshire 459 2% £28.7 2.6% 

West London Business 711 3% £40.3 3.6% 

Overall Study Area 2,442 11% £137.3 12.2% 

O
th

e
r 

A
re

a
s London   £283.0 25.2% 

South East 3,752 16% £192.3 17.1% 

England 23,059 100% £1,124.9 100.0% 

Source: ABI and BRES 
Note: ABI data has been adjusted to be compatible with BRES dataset from 2008 onwards. 

! ÈÉÇÈÌÙ ÐÒÏÄÕÃÔÉÖÅ ÅÃÏÎÏÍÙȣ 

4.6 The economy of the western wedge is highly productive. GVA per person employed provides 

an indicator of productivity. In 2011 this measure was £66,600 in the study area, which is 8% 

greater than the output per person employed in both the South East (£61,700) and 14% 

above the England (£58,200) average.  

Figure 4-2:  GVA per person employed, 2011 

 
Source: ONS and BRES 

Note: GVA has been estimated for Enterprise M3 using average GVA per FTE for Hampshire CC and Surrey. West 

London Business has been estimated using average GVA per FTE for Outer London West and North West. 
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4.8 A concentration of highly qualified residents is a characteristic closely associated with high 

levels of productivity. Using the 2011 Census we can compare qualification levels and 

occupational profiles of residents across geographies. The western wedge has a significantly 

above average proportion of highly qualified residents as well as those employed in 

professional and managerial occupations: 

¶ hǾŜǊ ŀ ǘƘƛǊŘ όор҈ύ ƻŦ ǘƘŜ ǇŀǊǘƴŜǊǎƘƛǇ ŀǊŜŀΩǎ ǊŜǎƛŘŜƴǘ ǇƻǇǳƭŀǘƛƻƴ ŀƎŜŘ ƘƻƭŘǎ ŀƴ b±v 

Level 4 equivalent qualification or higher, compared to the national average of 27% 

and 30% in the South East6.  

¶ The study area also has a higher proportion of residents employed in managerial and 

professional occupations (38%) compared to the South East (36%) and England 

(31%).  

¶ The overall level of skills is far higher than either Essex or Kent. 

Figure 4-3: Proportion of residents qualified to NVQ Level 4 or above or in managerial and 
professional occupations, 2011  

 
Source: Census 2011 
Note: Resident proportions calculated based on Census 2011 using population aged 16 ς 74. 
Managerial and professional occupations are equivalent to NS-SeC 1 and 2.  

 

                                                
6
 NVQ Level 4 qualifications equate to those who have obtained a university degree or higher. 
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A location of important key sectors and business operationsȣȢ 

4.9 The economy of the study area has a particular sectoral employment structure of 

knowledge-based industries. There have been various studies conducted to date, which 

highlight the high concentration of knowledge-intensive activities in the western wedge. 

5ŜƭƻƛǘǘŜΩǎ ǊŜǎŜŀǊŎƘ7, which focuses on an impact area very similar to the study area, notes 

ǘƘŀǘ άgrowth sectors in the knowledge economy, IT-sphere and business services are thriving 

in West London and along the M4 corridor into the Thames ValleyΣέ ŀŘŘƛƴƎ ǘƘŀǘ άthese 

ōǳǎƛƴŜǎǎŜǎ ŀǊŜ ƛƴǘƛƳŀǘŜƭȅ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ŀǊŜŀΩǎ ƭƻŎŀǘƛƻƴΣ ƛǘǎ logistics and connectivity through 

transport infrastructureέ όǇΦмтύΦ  

4.10 The prevalence and clustering of knowledge based industries in the western wedge noted in 

the literature is supported in the analysis of recent employment data by sector. A number of 

high value, knowledge based industries have high LQs8 in the western wedge, including 

scientific research and development (2.3), computer programming and consulting (2.2), 

telecommunications (1.6), advertising (2.2), and motion picture, video and television 

production (2.0). Additionally, the activities of head offices is also highly concentrated (LQ 

equal to 1.5), supporting the view that company headquarters are concentrated in the 

western wedge. All these sectors are ones that are linked in part to the presence of 

Heathrow. 

Table 4-2: Top sectors in study area by location quotient and employment, 2011 

Sector ranked by degree of specialisation LQ vs. England Employment (000s) 

Air transport 5.0 34.4 

Extraction of crude petroleum and natural gas 4.1 2.3 

Programming & broadcasting 4.0 10.5 

Scientific R&D 2.3 26.4 

Advertising & market research 2.2 33.5 

Computer programming & consultancy 2.2 115.8 

Motion picture, video and television production 2.0 18.7 

Telecommunications 1.6 30.3 

Activities of head offices & management consultancy 1.4 75.1 

Manufacture of computer and electronic products 1.4 15.5 

Total employment in above sectors 362.5 

Proportion of total study area employment 15% 

Source: BRES 
Note: the sectors are all likely to be significant users of air travel 

 

  

                                                
7
 Deloitte, The Heathrow Phenomenon, Economic impact analysis, September 2007. 

8
 The location quotient (LQ) is a key indicator used to measure the level of concentration of a particular economic activity; 

those sectors with a LQ above 1 are those which have a higher proportion of employment in that sector locally than at 
the national level. 
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4.11 The Airports Commission highlights that there are a number of key service sectors in which 

the UK is highly competitive at the global level and which are also particularly reliant on 

aviation9. This is consistent with the role of Heathrow as an attractor for these types of 

firms. Additionally, there is also a high concentration of IT and communication activities 

within the partnership area (Table 4-3).  

Table 4-3: IT and communication activities, 2011 

Area Total Employment (000s) LQ vs. England 

Buckinghamshire Thames Valley 12.4 1.6 

Enterprise M3 52.8 1.9 

Oxfordshire 13.8 1.2 

Thames Valley Berkshire 61.1 3.6 

West London Business 33.2 1.3 

Total for Study Area 173.4 1.9 

Essex 14.8 0.8 

Kent 13.5 0.7 

South East 214.8 1.6 

England 850.7 1.0 

Source: BRES 
Note: LQs in comparator areas are low at 0.8 in Essex and 0.7 in Kent 

Significant concentrations of employment in R&D and Higher 
Education InstitutionsȣȢ 

4.12 ¢ƘŜǊŜ ƛǎ ŎƻƴǎƛŘŜǊŀōƭŜ ŜǾƛŘŜƴŎŜΣ ǿƘƛŎƘ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ǘƘŜǊŜ ƛǎ ŀ ǎǘǊƻƴƎ ƭƛƴƪ ōŜǘǿŜŜƴ ŀ ŦƛǊƳΩǎ 

demand for international connectivity and the extent to which it partakes in knowledge-

intensive activities. The Witty Report, an Independent Review of Universities and Growth, 

highlights the importance of collaboration between universities and LEPs for supporting the 

growth of key sŜŎǘƻǊǎΦ Lǘ ǎǘŀǘŜǎΣ άuniversities are among the largest, and sometimes the 

largest, ŜŎƻƴƻƳƛŎ ŜƴǘƛǘƛŜǎ ƛƴ ǘƘŜ [9tǎΩ ŀǊŜŀǎ ώΧϐ ŀƴŘ ǿƛƭƭ ŦǊŜǉǳŜƴǘƭȅ ōŜ ǾŜǊȅ ƛƳǇƻǊǘŀƴǘ ǎƻǳǊŎŜǎ 

ƻŦ ŜŎƻƴƻƳƛŎ ŀŘǾŀƴǘŀƎŜέ(p.5). Universities provide valuable research insights, which help to 

attract inward investment, supply of skills, and support to local businesses.  

4.13 As such, it is important to understand the presence of HEIs within the study area, as well as 

knowledge-intensive sectors, including advanced manufacturing as well as professional and 

business services. While these sectors are reliant upon HEIs as sources for the knowledge 

input they require, as the section above highlighted, these sectors also rely on air 

connectivity. Oxford Economics (2006) explains that while advanced manufacturing 

industries produce high value/low weight products that rely on just-in-time delivery using air 

freight, service sectors have an equally high demand for air transport. Similarly, R&D 

ƛƴǘŜƴǎƛǾŜ ƎǊƻǿǘƘ ǎŜŎǘƻǊǎΣ ǎǳŎƘ ŀǎ ǇƘŀǊƳŀŎŜǳǘƛŎŀƭǎΣ άneed to keep in touch with latest 

ǊŜǎŜŀǊŎƘ ƛƴǘŜǊƴŀǘƛƻƴŀƭƭȅέ and thus require strong links to external markets and sources of 

knowledge.10  

                                                
9
 Discussion Paper 02: Aviation Connectivity and the Economy 

10
 The Economic Contribution of the Aviation Industry in the UK, OEF, 2006. 
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4.14 The study area houses a number of important R&D centres and HEIs with a strong research 

base. As well as of course Oxford University, one of the top ranked universities in the world 

for research, the area has Surrey, Reading, Royal Holloway University of London and Brunel 

Universities. It also a number of important research institutes and centres of innovation such 

as Harwell, STFC Rutherford Appleton Laboratory, Surrey Science Park, Pirbright Institute 

and the Culham Centre for Fusion Energy. 

A Strong Presence of Foreign Owned Firms ȣȢ 

4.15 The area surrounding Heathrow is home to a large number of foreign-owned enterprises. 

These firms have clustered around the hub airport in order to take advantage of the 

connectivity benefits of being in close proximity to the international hub, which can 

efficiently connect them to their home country as well as other international locations. This 

fact is evident when comparing the distribution of foreign firms in the Thames Valley to the 

rest of the UK; there are 50% more European businesses, 100% more US businesses, and 

260% more Japanese businesses located in the Thames Valley.11  

Table 4-4: Foreign enterprise count, employment, and turnover, as a % of total  

 
Area 

Enterprise Count Employment Turnover  

No % 
total 

000s % total (£ms) % 
total 

L
o

ca
l a

re
a 

 

Buckinghamshire Thames 
Valley LEP 

360 1.4% 45.5 20% £11.1 35% 

Enterprise M3 LEP 1,195 1.7% 205.8 24% £69.0 47% 

Oxfordshire LEP 405 1.5% 42.2 13% £10.0 32% 

Thames Valley Berkshire LEP 945 2.7% 139.8 25% £48.2 44% 

West London Business 1,195 2.1% 211.3 25% £43.8 32% 

Study area 4,100 1.9% 644.6 23% £182.2 40% 

Study area in South East 2,905 1.8% 433.3 22% £1,138.4 43% 

 C
o
m

p
a

rat
o

r 
a

re
a

s 

Essex 395 0.8% 57.6 11% £20.6 35% 

Kent 425 0.9% 49.5 11% £12.3 25% 

All South East outside study 
area 

1,725 1.0% 324.1 17% £108.7 40% 

South East 4,630 1.4% 757.4 20% £247.0 41% 

London 8,405 2.5% 835.1 17% £808.4 48% 

All outer London 1,845 1.2% 285.8 16% £92.6 33% 

England 22,550 1.3% 3415.1 14% £1,534.8 37% 

Source: ONS: Count, Employment and Turnover of VAT and/or PAYE based Foreign Owned Enterprises, 2010 

Note: the total employment for the study area from this data source is 2.79m which is higher than  that in Table 

4-1 

 

  

                                                
11

 Heathrow ς best placed for Britain, June 2013. 
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4.16 An analysis of foreign owned firms, employment, and turnover located within the study area 

confirms these findings. As the table above illustrates, foreign firms account for 40% of the 

total turnover within the study area and almost a quarter of total employment. These figures 

confirm that there is a large cluster of foreign firms around Heathrow, and that these firms 

ƳŀƪŜ ŀ ƭŀǊƎŜ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǘƘŜ ǎǘǳŘȅ ŀǊŜŀΩǎ ŜŎƻƴƻƳƛŎ ƻǳǘǇut. 

4.17 We have carried out some further analysis of this data and compared the proportion of 

employment in the study area compared to comparator areas shown in Table 4-4. The key 

points are: 

¶ The part of the South East in the study area has 22% of its employment in foreign 

owned enterprises; the rest of the South East has 17% (and Kent and Essex both 

11%) 

¶ The West London Business area has 25% of its employment in foreign owned 

enterprise, the average for London is 17% and for outer London 16% (or just 8% for 

all parts of outer London not in the West London Business area) 

¶ Within in the study area a more detailed analysis show that the percentage of 

employment in foreign owned enterprises is strongly linked to proximity to 

Heathrow, the highest proportions being 

ü Above 40%: Hillingdon, Slough, Spelthorne, Woking 

ü 30% to 40%: Hounslow, Runnymede (Surrey), Bracknell Forest 

ü 25% to 30%: South Buckinghamshire, Wycombe. 

Concentration of Company HeadquartersȣȢ 

4.18 The connectivity benefits, which support the cluster of foreign owned firms around 

Heathrow, have also led to a large number of company headquarters locating in the area. 

Research published by HAL found that when ranked by turnover, 202 of the top 300 

companies in the UK have a headquarters within a 25-mile radius of Heathrow12.  

4.19 Additionally, data from the Annual Business Inquiry (available until 2008) indicates that 

within the study area, there were a total of 555 company headquarters. This figure 

represents 74% of all headquarters located in the South East and 14% of all those located in 

England. Table 4-5 below shows that the study area has a LQ of 1.7 (or jobs in HQs are 70% 

more common than average), with all local LEP areas having a concentration above that of 

the national and regional level.  

  

                                                
12

 Airports Commission Discussion Paper 02: Aviation connectivity and the economy, response by HAL (April 2013) 
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Table 4-5: Concentration of headquarters, 2011 
  Jobs in HQs (000s) LQ 

L
o

ca
l 
a

re
a 

Buckinghamshire Thames Valley 2.2 1.3 

Enterprise M3 9.2 1.6 

Oxfordshire 3.3 1.3 

Thames Valley Berkshire 7.5 2.1 

West London Business 11.1 2.0 

Whole study area 33.1 1.7 

C
o

m
p

a
ra

to
r 

a
re

a
s 

 

Essex 1.7 0.4 

Kent 2.9 0.7 

South East 37.9 1.3 

England 179.5 1.0 

Source: BRES 
Note: the classification used in BRES does not pick up all business units which are HQs but it provides 
a good indication of those that are HQs 

Attracting significant ÌÅÖÅÌÓ ÏÆ )ÎÔÅÒÎÁÔÉÏÎÁÌ 4ÏÕÒÉÓÍȣȢ 

4.20 DƛǾŜƴ IŜŀǘƘǊƻǿΩǎ ǊƻƭŜ ŀǎ ǘƘŜ ¦YΩǎ ƻƴƭȅ Ƙǳō ŀƛǊǇƻǊǘΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ǳƴŘŜǊǎǘŀƴŘ Ƙƻǿ ƛǘ 

supports international tourism at the national level as well as within the study area. The Civil 

Aviation Authority records international passenger data by airport, which can be used to 

understand the proportion of international terminal passenger traffic flows through 

Heathrow. Last year, 36% of all UK international terminal passengers arrived through 

Heathrow and 67% of the total arrived through a London airport. As Table 4-6 shows over 

half of all international passengers arriving to London travel through Heathrow.  

4.21 It is clear that Heathrow airport serves an important role in supporting tourism throughout 

the UK. However it is important to understand the level of tourism within the study area 

relative to the wider comparator areas.  

Table 4-6:  UK terminal passenger traffic by airport,  2012 

 International terminal passenger 
traffic 

Total terminal passenger 
traffic 

No. % total UK No. % total UK 

Heathrow 65.3 36% 70.0 32% 

Gatwick 30.4 17% 34.2 16% 

Stansted 16.3 9% 17.5 8% 

Luton 8.6 5% 9.6 4% 

London City 2.4 1% 3.0 1% 

Southend 0.5 0% 0.6 0% 

Total London Airports 123.4 67% 134.9 61% 

Total UK reporting airports 183.1 100% 220.6 100% 

Source: CAA Terminal Pax Traffic, International and Domestic, 2012 
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4.22 Overall, the type of tourists within the study area and their relative contribution to the local 

economy differ from the national average. Within the study area, the two types of tourists 

which attract the largest proportion of visits, nights, and spend are VFR (visiting friends and 

relatives) and business. The higher proportion of business tourism reflects the number of 

business headquarters and foreign firms located within the study area. The table below 

shows the absolute numbers represented in the figure above.  

Table 4-7:  International tourism contribution by purpose, 2012 

 Business Holiday Other Study VFR Total 

Study area 

Visits (000) 660 650 90 50 1,040 2,490 

Nights (000) 3,130 3,720 1,060 1,680 8,790 18,370 

Spend (£million) 360 240 80 110 380 1,160 

A
s 

%
 o

f 

E
n

g
la

n
d   Visits  11.0% 6.3% 4.7% 10.9% 12.9% 9.3% 

Nights  10.9% 5.9% 9.0% 8.3% 11.1% 9.0% 

Spend 8.8% 3.8% 7.3% 9.0% 11.0% 7.1% 

South East 

Visits (000) 1,030 1,320 270 110 1,590 4,310 

Nights (000) 4,600 7,380 2,000 3,230 13,770 30,980 

Spend (£million) 500 540 130 210 520 1,900 

England 

Visits (000) 6,010 10,360 1,900 460 8,080 26,800 

Nights (000) 28,730 63,090 11,720 20,240 79,290 203,070 

Spend (£million) 4,080 6,400 1,100 1,220 3,460 16,260 

Source: Office for National Statistics, International Passenger Survey, 2012 

4.23 The data suggests that the proximity to Heathrow contributes to the important of business 

tourism in the study area, but that it is not a major factor explaining or driving leisure 

tourism. 
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5. Current Economic Role of Heathrow 
Key Points: 

¶ At present Heathrow Airport supports about 77,000 FTE jobs both on and off-site and 
creates directly about £3.6 billion in GVA; the great majority of the workforce (around 
80%) live in the study area. 

¶ The direct employment on and off-site at Heathrow itself accounts for around 3.1% of 
all jobs in the study area (or around 1 in every 33 jobs in the area). 

¶ The total wages and salaries of these residents employed by activities at Heathrow is 
£1.6 billion which supports further employment via local spending effects. 

¶ Across the UK the airport supports a further 40,000 FTE jobs and £2.5 billion in GVA via 
its supply chain; we estimate that between 35% and 45% of this occurs in the study 
area (around £1.2 billion). 

¶ The total contribution to economic activity in the study area by the activities at 
Heathrow Airport is of the order of 123,000 FTE jobs and £6.2 billion in GVA. 

¶ This represents around one in every 20 jobs in the study area. 

¶ In the region of  a further 170,000 to 230,000 jobs in the study area appear to be a 
significant degree linked to proximity to Heathrow; this number of jobs are therefore 
potentially at risk were Heathrow to close. 

¶ The business survey carried out highlights the importance of Heathrow to many firms 
either because they supply goods and services there or because they use it for travel. 

A major employer and producer of economic value in its own right  

5.1 Heathrow is a major economic node, the most significant single economic location in the UK 

outside major city centres, creating significant economic impacts in three main ways: 

¶ Direct on site (and off site) impacts: these relate to those jobs (and GVA) impacts 

which are created directly on the airport site and those relating to those jobs (and 

GVA) impacts which directly and solely relate to the airport but which are located 

outside the airport boundary.   

¶ Indirect impacts: the operation of airports supports indirect employment through 

the purchases of goods and services by the companies providing direct employment. 

These are also known as supply chain impacts.  

¶ Induced impacts: the local expenditure of people whose jobs depend directly and 

indirectly on the operation of the airport leads to additional benefits. These are 

often referred to as salary related impacts.   
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Significant levels of employment on-site at Heathrow Airport  

5.2 The activity that takes place within the Heathrow Airport Operational Area directly employs 

56,000 residents within the study area. This is equivalent to 81% of the total Heathrow 

workforce. While employment at Heathrow accounts for just over 2% of the workforce 

across the study area as a whole, it represents particularly large proportions within certain 

areas, such as the Thames Valley Berkshire LEP area and the West London Business area (4% 

of total employment).   

5.3 The direct GVA contribution of all the current activity at Heathrow and the immediate off-

site activity is around £3.6 billion. This is equivalent to 2.6% of the total GVA supported by 

the study area economy. 

Table 5-1: Residents within study area on-site employment Heathrow (FTEs) 
 Residents working at 

Heathrow (000s) 
% of total Heathrow 

workforce 
% of relevant area 

employment 

Oxfordshire 0.6 1% 0.2% 

Buckinghamshire Thames 
Valley 

2.1 3% 1.0% 

Enterprise M3 9.7 14% 1.3% 

Thames Valley Berkshire 18.4 26% 4.0% 

West London Business 25.3 36% 3.6% 

Study Area 56.1 81% 2.3% 

Other areas 13.6 19%  

Total all areas 69.7   

Source: Regeneris calculations based on 2008/9 Heathrow Employment Survey and Census 2011 
Note: Heathrow employment presented as full-time equivalents (FTEs) 

5.4 Direct on-site employment is split across a range of activities and employers as shown 

below. 

Table 5-2:  Heathrow on-site employment and employers by activity   
 Employees (FTEs) Businesses 

 
 

Study Area Total Heathrow Workforce 

Permanent Only Permanent Only 

000s % 000s % Nos. % 

Airlines/Airline Handling 
Agents 

34.7 62% 42.2 62% 80 27% 

Government Services 1.7 3% 2.0 3% 10 3% 

Heathrow Airport Limited 4.9 9% 6.0 9% 0 1% 

Catering and Retail 4.1 7% 5.0 7% 80 27% 

Other Public Passenger 
Services 

5.5 10% 6.7 10% 50 17% 

Cargo/Freight/Courier 
Services 

0.6 1% 0.7 1% 10 5% 

Building & Maintenance 
Contractors 

1.5 3% 1.8 3% 40 13% 

Other Companies  2.9 5% 3.6 5% 30 8% 

All Companies  55.8 100% 68.0 100% 300 100% 

Source: Regeneris calculations based on Optimal Economics, September 2011 and Heathrow 
Employment Survey 2008/9 
Note: Heathrow employment presented as full-time equivalents. Total employee figure differs slightly 
from Table 5-1 given respondent numbers of Heathrow Employment Survey 2008/9. 
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The direct employment effects of Heathrow also occur off -site  

5.5 Heathrow airport (as with other airports) is also responsible for significant levels of off-site 

employment. This direct off-site employment includes activities in businesses directly and 

solely related to the operation of Heathrow but located outside of the Airport boundary. 

These activities include:  

¶ Airport hotels;  

¶ Parking and car hire; 

¶ Freight agents;  

¶ In-flight catering activities; and,  

¶ Airline/aviation services.  

5.6 Optimal Economics have calculated the direct off-airport employment related to Heathrow is 

around 7,000 FTE jobs. We estimated the amount of the direct off-site employment amongst 

residents of the study area to be around 5,700 FTE jobs. 

Table 5-3: Estimate of direct off-airport employment within study area  (FTEs) 
 Total direct off-

airport employment 
at Heathrow (000s) 

Assumed amount taken 
by residents within 
study area (000s) 

% of total 
direct off-airport 

employment 

Airlines & airline support 
services (including in-flight 
catering) 

0.8 0.7 12% 

Freight 4.0 3.2 56% 

Hotels 1.9 1.6 27% 

Other 0.4 0.3 5% 

Total  7.0 5.7 100% 

Source: Heathrow related employment, Optimal Economics (September 2011) Regeneris Consulting 
adjustments. The results are based upon a telephone survey of 290 businesses out of a total 
population of 441 firms thought to contribute towards direct off-airport employment. The report 
assumes that direct off airport employment will be restricted to the local authorities in the 
immediate vicinity of the airport i.e. Hillingdon, Hounslow, Spelthorne, Slough and Ealing.   
Note: Heathrow employment presented as full-time equivalents 

5.7 Therefore the total level of direct employment supported by Heathrow is around 77,000 FTE 

jobs (69,700 on-site and 7,000 off-site) of which around 62,000 (or 81%) are taken by those 

living in the study area. This off-site airport activity makes a further contribution to GVA; we 

estimate that this of the order of £0.3 billion13. 

  

                                                
13

 Assuming the same average GVA per FTE employee as with direct on site employment 
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The local economy also benefits from employee spend  

5.8 Applying data from previous surveys we estimate that the total wages and salaries bill for 

those directly employed by Heathrow on and off-site is £2.0 billion14 of which an estimated 

£1.6 billion is paid to residents of the study area (before tax).  This results in significant 

benefits for the local economy through the local expenditure of these employees in 

businesses across the study areas. This multiplier effect which creates additional jobs and 

GVA impacts (and which is known as induced employment) is considered in more detail in 

the next section.  

Table 5-4: Estimated gross wages and salaries from direct Heathrow employment 

 On-site employment Off-site employment Total off-site + on-site 

Total 
Employees 

(000s) 

Total 
Estimated 

Salaries £m 

Total 
Employees 

(000s) 

Total 
Estimated 
Salaries 
(£ms) 

Total 
Employees 

(000s) 

Total 
Estimated 
Salaries 
(£ms) 

Buckinghamshire 
Thames Valley 

2.1 £55 0.2 £6 2.3 £61 

Enterprise M3 9.7 £253 1.0 £25 10.6 £279 

Oxfordshire 0.6 £17 0.1 £2 0.7 £18 

Thames Valley 
Berkshire 

18.4 £482 1.9 £48 20.3 £531 

West London 
Business 

25.3 £664 2.6 £67 27.9 £730 

Study Area 56.1 £1,471 5.6 £148 61.8 £1,619 

All at Heathrow  69.7 £1,826 7.0 £184 76.7 £2,010 

Source: Regeneris calculations based on Optimal Economics (September 2011). 
Employees presented as FTE and based on an assumed average salary of £26,200 derived from the 
Optimal Economics study 

Many firms are dependent on (ÅÁÔÈÒÏ×ȭÓ supply chain 

5.9 The operation of Heathrow airport supports additional (indirect) employment elsewhere 

through the purchases of goods and services by the companies providing direct 

employment.  Heathrow airport actively pursues initiatives which support local supply chain 

ŘŜǾŜƭƻǇƳŜƴǘ ǎǳŎƘ ŀǎ ΨaŜŜǘ ǘƘŜ .ǳȅŜǊΩ ŜǾŜƴǘǎΣ ǿƘƛŎƘ ŜƴǎǳǊŜǎ that the impact within the 

local area is significant. The Hounslow Economic Assessment (August 2011) for example 

states that some 10-15 per cent of businesses have some form of supply chain link to the 

airport accounting for as much as 20 per cent of employment in the Borough of Hounslow.   

  

                                                
14

 Heathrow Related Employment, Optimal Economics Ltd (September 2011) 
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5.10 There are various estimates of the value of the supply chain linked to Heathrow: 

¶ At a UK level the most recent estimate is that the Heathrow supply chain supports 

40,000 FTE jobs and supports £2.5bn in GVA15. 

¶ Across the whole of London the estimates are 47% of the total UK employment 

effects (or 19,000 FTE jobs) and £1.4bn in GVA. 

¶ In the immediate local area around Heathrow (which is defined as Hillingdon, 

Hounslow, Ealing, Slough and Spelthorne) the estimates are 25% of total UK 

employment effects (10,000 FTE) and £0.7bn in GVA16. 

5.11 There is no data on the exact size of the supply chain and its economic role in the study area, 

though it clearly falls between 25% and 100% of the UK total. The supply chain effects are 

more spread throughout the UK than the employment effects, but with some degree of 

concentration in the surrounding area (the άlocal areaέ as defined above has 44% of all 

Heathrow employees living in it but 25% of indirect employment). We have assumed for the 

purposes of the modelling that currently between 35% and 45%17 of the employment and 

GVA associated with the supply chain effects from Heathrow is located in the study area. 

5.12 The Regeneris survey of employers within the study areas re-iterates the fact that many 

firms are dependent on Heathrow Airport for their business. Overall, 4% of firms indicated 

that their main customer base is located at Heathrow and 26% of firms indicated that they 

supply Heathrow but it was not their main customer base.  

A very large overall economic impact 

5.13 The current overall economic footprint is summarised in Table 5-5 and Figure 5-1 below. To 

put these numbers into context: 

¶ The estimated total GVA contribution equates to 4.5% of total study area GVA. 

¶ The total contribution to study area employment is 5.0% or roughly 1 in 20 jobs. 

  

                                                
15

 Source: Optimal Economics, 2011 

16
 Source: Optimal Economics, 2011 

17
 Based on taking the ratio of indirect to direct employment for the local area (25%/44% = 57%) times the share of 
Heathrow direct employees living in the study area (80%) to give 45%. The 35% figure is based on the 25% in the 
ƛƳƳŜŘƛŀǘŜ ƭƻŎŀƭ ŀǊŜŀ Ǉƭǳǎ мл҈ ǿƘƛŎƘ ƛǎ ǘƘŜ ǿƘƻƭŜ ǎǘǳŘȅ ŀǊŜŀΩǎ ǎƘŀǊŜ ƻŦ ¦Y D±!Φ 
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Table 5-5: Current economic impact of Heathrow Airport in the study area, 2011 

 
Type of Impact 

All jobs  (000s FTEs) All GVA (£ billions) 

 All UK Study 
area 

% of study 
area total*  

All UK Study 
area 

% of study 
area total*  

Direct economic impacts 
(on and off site) 

76.7 76.7 3.1% £3.6 £3.6 2.6% 

Indirect impacts (via supply 
chain purchases) 

40.0 18.0 0.7% £2.5 £1.2 0.9% 

Induced impacts (via 
multiplier effects) 

69.5 28.4 1.2% £3.6 £1.4 1.0% 

Total all types of impact 186.1 123.1 5.0% £9.7 £6.2 4.5% 

Source: Regeneris Consulting estimates based on work by Optimal Economics 
Notes: * total study area economy was £137 billion in GVA and 2,440,000 employees. These 
estimates exclude any catalytic impacts or indirect productivity impacts on study area businesses.  

 

Figure 5-1:  Current economic footprint of Heathrow in the study area 

 

Source: Regeneris Consulting 
Note: based on higher range for indirect employment effects 

Impact on Location and Productivity 

5.14 Of course the impacts assessed in Table 5-5 are ƻƴƭȅ ǇŀǊǘ ƻŦ ǘƘŜ ǎǘƻǊȅΦ IŜŀǘƘǊƻǿΩǎ ŜŎonomic 

influence in the study area goes well beyond this readily measurable economic role. Without 

a doubt its presence as a global transportation hub is an important reason many firms have 

chosen and continue to choose to locate in the study area.  There is a strong body of 

international literature that indicates the general importance of large hub airports in helping 

attract and retain particular types of companies. For example:   

Direct Economic Effects
Å £3.6 bn in GVA
Å 76,700 direct on and off site 

FTE jobs
Å £1.6bn of employment 

income (before tax)

Induced Economic Effects 
Å £1.4 bn in GVA
Å 28,400 FTE jobs

Supply Chain Economic 
Effects 
Å £1.2 bn in GVA
Å 18,000 FTE jobs

Total Economic 
Effects in Study 
Area
Å £6.2 bn in GVA
Å 123,100 FTE 

jobs total

Heathrow 
Activity
Å 70 m pax
Å 1.56 m 

tonnes 
freight
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¶ A literature review of the long-term impact of connectivity on productivity (the ratio 

of output to inputs) suggests that the impact of a 10% increase in connectivity 

(relative to GDP) on productivity range from: 0.07% (IATA), 0.56% (OEF)18 or 1.3% 

(EEC) or   

¶ Research carried out for EUROCONTROL based on 24 European countries for 10 

years up to 2003, looked for correlations between air transport usage and business 

investment. The results imply that if air transport usage increased by 10% then 

business investment will increase by 1.6% in the long run.  For Europe as a whole, air 

transport usage increased by 5.1% per year in the study period compared to only 2% 

a year GDP growth. The study found that air transport usage contributed just under 

one third of growth in European business investment and annual average growth in 

business investment was 0.6% points higher over the last decade than it would have 

been had air transport usage grown no faster than GDP19.  

5.15 There is unfortunately rather less specific information about the role of Heathrow for the 

study area. Our review of existing research and information indicates that: 

¶ For companies in London and centres close to Heathrow almost half (45%) of 

companies report that access to air services is an important factor in influencing 

where their UK operations are located in the UK. This compares to one in four 

companies (26%) in the UK20.  

¶ The same study found that nine out of every ten companies based in London or 

ŎƻǳƴǘƛŜǎ ŎƭƻǎŜ ǘƻ IŜŀǘƘǊƻǿ ǊŜƎŀǊŘ IŜŀǘƘǊƻǿ ŀǎ ŜƛǘƘŜǊ ΨǾƛǘŀƭΩ ƻǊ ΨǾŜǊȅ ƛƳǇƻǊǘŀƴǘΩ ǘƻ 

their organisations. In the wider south east of England, Heathrow is still regarded as 

ΨǾƛǘŀƭΩ ƻǊ ΨǾŜǊȅ ƛƳǇƻǊǘŀƴǘΩ ōȅ ƳƻǊŜ ǘƘŀƴ пл҈ ƻŦ ŎƻƳǇŀƴƛŜǎΣ ŀƴŘ ǘƘŜ ǎŀƳŜ ŀǇǇƭƛŜŘ ǘƻ 

companies elsewhere in the UK.  

¶ 202 of the top 300 companies in the UK are clustered within a 25 mile radius of 

Heathrow. Compared to the UK average, the Thames Valley has21: 

¶ 50% more European companies 

¶ 60% more foreign companies 

¶ 100% more US companies 

¶ 260% more Japanese companies. 

  

                                                
18

 ά9ŎƻƴƻƳƛŎǎ ƻŦ !ƛǊǇƻǊǘ 9ȄǇŀƴǎƛƻƴέ όнлмоύΣ /9 5ŜƭŦǘ 

19
 ά¢ƘŜ 9ŎƻƴƻƳƛŎ /ŀǘŀƭȅǘƛŎ 9ŦŦŜŎǘǎ ƻŦ !ƛǊ ¢ǊŀƴǎǇƻǊǘ ƛƴ 9ǳǊƻǇŜέΣ hȄŦƻǊŘ 9ŎƻƴƻƳƛŎǎ CƻǊŜŎŀǎǘƛƴƎ (OEF), EUROCONTROL, July 
2002. 

20
 ά9ŎƻƴƻƳƛŎ /ƻƴǘǊƛōǳǘƛƻƴ ƻŦ !Ǿƛŀǘƛƻƴ LƴŘǳǎǘǊȅ ƛƴ ǘƘŜ ¦Yέ όhŎǘƻōŜǊ нллтύΣ hȄŦƻǊŘ 9ŎƻƴƻƳƛŎs 

21
 Airports Commission Discussion Paper 02: Aviation connectivity and the economy, response by HAL (April 2013) 
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5.16 We can also infer from the earlier analysis of the study area economy the wider importance 

of Heathrow. The area around Heathrow, especially in West London and the Thames Valley, 

accounts for a strikingly high proportion of headquarters and foreign owned firms. The high 

correlation of relative importance of employment in foreign owned businesses and 

proximity to Heathrow noted in Section 4 is no coincidence. Although there are many factors 

influencing foreign ownership (sectoral structure etc.), the data suggests strongly that 

proximity to Heathrow is a key driver. We have carried out an assessment of potential jobs 

at risk in the study area by considering the difference in the proportion of jobs in foreign 

owned enterprises to similar other locations not as close to Heathrow.  

¶ At a broad brush level taking the benchmark proportion of employment in foreign 

owned businesses for West London Business area and the four LEP areas in the 

South East as 17%22Σ ǘƘŜ άŜȄǘǊŀϦ ŜƳǇƭƻȅƳŜƴǘ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ŀōƻǾŜ ŀǾŜǊŀƎŜ 

number of jobs in foreign owned firms would be 170,000 (or 6.1% of all jobs in the 

study area23). 

¶ Using a finer grained analysis that only considers those districts where the 

percentage of employment is in foreign owned businesses is above the benchmark 

average, the total figure is somewhat higher at around 230,000 jobs (or 8.3% of all 

the employment in the study area). 

5.17 This analysis is indicative only as it does not prove causality. Nevertheless we believe it 

ǇǊƻǾƛŘŜǎ ŀ ǊŜŀǎƻƴŀōƭŜ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ƻǊŘŜǊ ƻŦ ƳŀƎƴƛǘǳŘŜ ƻŦ Ƨƻōǎ άŀǘ Ǌƛǎƪέ ǿŜǊŜ IŜŀǘƘǊƻǿ 

to shut down (not immediately but over several decades). There are two caveats to this 

assessment: 

¶ First, by only looking at foreign owned firms it ignores the potential impact of 

connectivity at Heathrow on the location choices of UK-owned firms. These firms 

account for the ƭƛƻƴΩǎ share of employment (77%) in the study area. Within this total 

there are many UK-global firms with important headquarters or other functions near 

Heathrow that could choose to locate all or part of these functions elsewhere (in the 

UK or abroad in some cases). In addition, over the next decade it is reasonable to 

assume that a significant proportion of firms that are currently UK-owned may 

become foreign owned.  

¶ Second, counteracting this is the fact that a significant proportion of the 

employment at Heathrow itself and in the supply chain is in foreign-owned firms 

(especially airlines). There may be double counting between these estimates of 

IŜŀǘƘǊƻǿΩǎ wider role and the earlier estimates of employment at Heathrow. The 

potential scale of this double counting is indicated by the fact that around 50,000 of 

the total jobs άŀǘ Ǌƛǎƪέ are actually in the London Borough of Hillingdon (where 

Heathrow is located). Even if all these jobs were excluded, then the number of jobs 

άŀǘ Ǌƛǎƪέ only in foreign-owned firms would be 120,000 to 180,000. 

                                                
22

 By co-incidence the same shares occur in the rest of the South East not in the study area and the whole of London 

23
 The figures quoted are based on the study area employment on a like basis based on the data set in Table 4-4 which 
suggests that total employment is 2.79m. The data for 2011 based on BRES suggests total study area employment is 
2.44m, on this basis the percentage share of total employment would be higher 
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5.18 On balance ǿŜ ǎǳƎƎŜǎǘ ǘƘŜ ǊŀƴƎŜ мтлΣллл ǘƻ нолΣллл ƻŦ Ƨƻōǎ άŀǘ Ǌƛǎƪέ ƛǎ ƻŦ ǘƘŜ ǊƛƎƘǘ ƻǊŘŜǊ ƻŦ 

magnitude, although it must be stressed that it certainly does not follow that all these jobs 

would be lost to the study area if Heathrow were to shut down. Applying the average GVA 

per person employed for the study area (£66,600 in 2011) suggests that these jobs could 

represent of the order of £11 billion to £15 billion in GVA. This may underestimate the GVA 

at risk as jobs in these firms using Heathrow are likely to be particularly productive.  

Results from the Business Survey 

5.19 Regeneris Consulting carried out a web-based survey of businesses over August 2013 with 

the assistance of the client partners. In total 464 responses were received (or around 2% of 

all the firms potentially available to participate which is not unusual for these types of 

surveys which are not specific to a service or benefit a business has received). The results 

from this survey are indicative only as it is likely that those firms responding are those most 

exercised about Heathrow. We therefore cannot gross-up to the whole population of 

businesses based on this survey.  

5.20 Firms within the study area were asked about the overall importance of air travel to their 

operations. Half of all respondents (49%) stated that air travel is either essential or very 

important to their business. Conversely, 28% noted that it is not very important.  

Figure 5-2:  LƳǇƻǊǘŀƴŎŜ ƻŦ ŀƛǊ ǘǊŀǾŜƭ ǘƻ ŦƛǊƳǎΩ ƻǇŜǊŀǘƛƻƴǎ 

 
Source: Regeneris business survey; Base: 462 

5.21 The business survey also looked to understand the particular importance to businesses of 

locating in close proximity to Heathrow Airport itself. Of the 464 firms that responded to this 

question, over half (52%) reported that Heathrow was important (response 4) or very 

ƛƳǇƻǊǘŀƴǘ όǊŜǎǇƻƴǎŜ рύ ǘƻ ǘƘŜƛǊ ŦƛǊƳΩǎ ƻǇŜǊŀǘƛƻƴǎΦ Therefore, amongst survey respondents 

there is a significant proportion of businesses whose performance is directly linked to the 

use of Heathrow.  
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Figure 5-3: LƳǇƻǊǘŀƴŎŜ ƻŦ IŜŀǘƘǊƻǿ ǘƻ ŦƛǊƳǎΩ ƻǇŜǊŀǘƛƻƴǎ by sector 

 
Source: Regeneris business survey 
Base: 464 

5.22 The survey also looked to understand what the impact would be on local firms if Heathrow 

were to close. Of those businesses who responded to the survey the majority would not be 

affected at all (42%) or would only see a minor reduction in their operations (30%); however 

24% said they would see a substantial reduction in their operations in the study area or 

relocate altogether. Finally, a small number (4% or 17 firms) indicated that they would 

relocate outside of UK altogether. We have also reviewed the responses by company 

characteristics and drawn the following conclusions: 

¶ The extent to which firms supply Heathrow is a key factor; there would be a major 

impact on 72% of firms for whom Heathrow is their main customer and 32% where 

it is part of the customer base (compared to the 24% who would experience a 

significant impact where they do not supply Heathrow). 

¶ The sector where the biggest impacts would be felt are aviation and 

transport/logistics (as would be expected) but also IT/communications  

¶ Firms operating or owned internationally were much more likely to consider the 

potential impact to be very significant (37%) than those essentially UK based (25%). 
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Figure 5-4: Impact on businesses if Heathrow were to close, by size of firm 

 
Source: Regeneris business survey 
Base: 464 
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6. Future Direct, Indirect and Induced Impacts 
Key Points: 

¶ The timing and path of adjustment to the potential closure of Heathrow and creation 
of a new hub airport is difficult to predict. It would only have started by 2030 and 
might take until 2040 to have completed. 

¶ A new hub airport would provide some modest direct benefit to the study area as 
some of the employees working there would continue to live in the study area and 
some suppliers would continue to service businesses at the new airport.  

¶ The process of adjustment and relocation in itself will be costly for the businesses and 
individuals involved.  

¶ Compared to the do-nothing scenario, the expansion of Heathrow would be likely to 
lead to of the order of 33,000 extra jobs by 2040 and £3.4 billion pa in GVA. The 
differences in impacts by 2030 would be much less as there would be only a modest 
difference in traffic levels by then. 

¶ Compared to do-nothing the creation of a new hub airport could see a fall of around 
105,000 jobs and £8.1 billion pa in GVA by 2030.  

¶ Compared to an expanded Heathrow, the creation of a new hub airport could see a fall 
of around 120,000 jobs and £12.5 billion pa in GVA by 2040. 

¶ The actual net impacts on the study area economy will not be as large as these figures 
suggest. There will be labour market adjustment and crowding out effects from such 
shifts in employment (i.e. Heathrow related jobs will to some degree be replaced by 
alternative jobs locally or by increased out-commuting into other parts of the London 
and South East economy).  

¶ The construction impacts of Heathrow expansion could be of the order of 20,000 jobs 
over a 10 year period and a new hub airport of the order of 40,000 jobs over a 20 year 
period. Both scenarios would offer opportunities to the residents and businesses in the 
study area, although these would be greater for the expanded Heathrow scenario. 

6.1 This section sets out the following future impacts for the three scenarios by 2030 and 2040: 

¶ Direct on site (and off site) impacts: these relate to those jobs (and GVA) impacts 

which are created directly on the airport site those relating to those jobs (and GVA) 

impacts which directly and solely relate to the airport but which are located outside 

the airport boundary.   

¶ Indirect impacts: the operation of airports supports indirect employment through 

the purchases of goods and services by the companies providing direct employment. 

These are also known as supply chain impacts.  

¶ Induced impacts: the local expenditure of people whose jobs depend directly and 

indirectly on the operation of the airport leads to additional benefits. These are 

often referred to as salary related impacts.  
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Complex set of factors influence changes in scenarios 

6.2 A number of factors will affect the way in which the scale and location of the economic 

ŦƻƻǘǇǊƛƴǘ ŦǊƻƳ [ƻƴŘƻƴΩǎ Ƙǳō ŀƛǊǇort will change in the study area: 

1) The scale of passenger (and freight) activity at Heathrow or a new hub ς this 

depends on both the latent (unconstrained) demand for air travel, the speed with 

which airlines adjust their routes and behaviour once new capacity is provided and 

of course the behaviour and activity at other competitor airports, especially hub 

airports in Europe such as Paris Charles de Gaulle, Amsterdam Schiphol and 

Frankfurt. 

2) Change in the productivity of airport operations in the future. Certainly at 

Heathrow the historic evidence is that the growth in employment at the airport does 

not rise in line with passenger (or freight) numbers. Rather over a period of decades 

there is a productivity effect, whereby a smaller number of jobs are supported per 

million pax. There are several reasons for this: the move to larger and more efficient 

planes (crew per passengers), mechanisation of passenger and baggage handling 

etc. However, since the middle part of the last decade it appears that this long term 

trend in productivity growth stalled at Heathrow. This is likely to be the result of 

several factors not least that the airport saw a decline in traffic due to the recession.  

A new runway at Heathrow and associated new terminal facilities would allow for 

improved productivity.  

Nevertheless, to ensure consistency of this assessment we have applied the same 

productivity assumption (1.5% change pa to 2030 and 1.0% pa thereafter) to the 

new hub as to an expanded Heathrow and do-nothing scenario (i.e. the same 

number of passengers would support the same number of jobs there). This means 

that unless passenger numbers grow by more than 1.5% per annum there is a 

reduction in the direct jobs (and also indirect and induced) jobs supported by 

Heathrow.  

Clearly the fall in employment per unit of airport activity does not mean a fall in GVA 

per unit of activity. We have therefore assumed, conservatively, that GVA per 

employee in direct, indirect and induced activities rises by 2% per annum in real 

terms over the same time period. 

3) The location of the workforce. As we have seen, around 80% of IŜŀǘƘǊƻǿΩǎ 

workforce lives in the study area. Should Heathrow shut down and a new hub 

airport be developed the location of the great majority of jobs would also migrate. 

Over time we would expect travel to work patterns to adjust so that practically all 

those working at a new hub airport would live outside the study area. Some 

activities, such as a number of the airport hotels, might remain in the vicinity of 

Heathrow but re-orientate their business away from airport traffic. 
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4) The shifts in supply chain patterns that would occur with a new hub airport. This is 

one of the transition processes which is hardest to call. There are some businesses in 

the supply chain that need to be close to their customers at a hub airport: such as in-

flight catering and logistics firms. However, many other businesses such as airline 

offices, terminal catering suppliers or specialist aviation firms do not have to be in 

immediate proximity to the airport. Many suppliers, such as business services or IT 

consultancy will serve many sectors not just aviation and so will not particularly 

need to be close to Heathrow, although they may be there for other reasons 

discussed in the next section. As a minimum we would expect the supply chain 

located in the immediate local area to Heathrow to have to relocate (25% of the 

value of the overall UK supply chain in 2012), leaving probably as little as 10% of the 

supply chain still located in the study area. 

6.3 It should be noted that there are no precedents so far as we are aware, in Europe at least, of 

the relocation of economic activity of the scale of Heathrow and over such a large distance. 

We set out below the adjustment path we have assumed for the location of employees and 

the supply chain for the purposes of our assessment: a rapid change 2025 to 2030 and then 

a more gradual process of adjustment. 

Figure 6-1:  Possible adjustment process for the study area if Heathrow is closed 

 
Source: Regeneris Consulting 
Note: the %s relate to the share of the economic impact from the hub airport ς initially Heathrow in 
2025 and then the new hub from  2030 onwards 

6.4 The description above highly simplifies what would be a very complex process and, 

importantly, a very costly process. The transition costs would include: 

¶ Recruitment and retraining of large sections of the workforce working directly at the 

new airport, but also in the supply chain 

¶ Relocation costs for those choosing to relocate 

¶ Disruption to businesses moving from west of London to east of London 
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¶ Cost of provision of new property and other facilities for firms in the supply chain 

coupled with redundancy of some existing facilities (and of course large amounts of 

infrastructure). 

Summary of Operational Impacts 

6.5 The operational impact that each scenario would have on our study area has been estimated 

and is presented below. The impacts analysed relate to both employment as well as GVA, 

and are underpinned by assumptions relating to the factors discussed above. The 

employment impacts supported under each scenario have been presented as FTE jobs.  

6.6 By 2040, it is estimated that the number of direct jobs supported within the study area is 

highest under the Heathrow expansion scenario. In this scenario, a total of around 90,000 

direct FTE jobs will be supported, roughly 70,000 of which are likely to be taken up by 

residents of the study area based on current travel to work patterns. Including supply chain 

(indirect) and induced jobs, a total of around 130,000 FTE jobs within the study area are 

likely to be supported by the expanded Heathrow. This compares to a total of around 8,000 

FTE jobs supported in the study area under the new hub airport scenario. 

6.7 When comparing impacts in 2040 to those in 2030, it is important to note that the decrease 

in employment for the do-nothing scenario is a consequence of the assumed increase in 

productivity coupled with the constrained passenger capacity. In other words, the number of 

passengers that one job can support increases (increased efficiency) but the number of 

passengers remains relatively constant due to the constrained capacity.   

Table 6-1: Employment impacts for scenarios by 2040 and 2030  (all 000s FTEs) 
 A-Do Nothing B-Heathrow 

Expansion 
C-New Hub Airport 

Study 
Impact 
Area 

Total 
Impact 

Study 
Impact 
Area 

Total 
Impact 

Study 
Impact 
Area 

Total 
Impact 

Direct Jobs 65.9 65.9 88.5 88.5 0.0 102.2 

Of which taken by study area 
residents 

53.4 0.0 71.7 0.0 5.1 0.0 

Indirect Jobs* 14.0 31.2 18.9 41.9 4.8 48.4 

Induced Jobs 15.7 35.7 21.1 47.9 2.8 55.3 

Total Jobs 2040 95.6 132.8 128.5 178.4 7.6 206.0 

Total jobs 2030 108.0 138.0 110.1 140.6 4.9 161.1 

Source: Regeneris consulting calculations based on Optimal Economics Study 
Notes: * Indirect impacts captured within the study area were calculated using a high-low range, which adjusts 
the ratio used in the Optimal Study as well as a consideration of study area GVA as proportion of total UK. The 
high scenario assumes 45% (low scenario assumes 35%) and is presented above. 

6.8 As we assume that real GVA per employee rises by around 2% pa, this offsets the impact of a 

rise in productivity and so the level of GVA supported by Heathrow rises in real terms. The 

GVA impacts of the three scenarios show a similar relative change between scenarios to that 

of employment impacts. Note: we cannot compare these estimates of GVA to current study 

area GVA as this will have also grown in the interim. 

  



ƀ London Heathrow Economic Impact Study ƀ  

Page 40 

 

6.9 Under the Heathrow expansion scenario, it is estimated that in 2040 the direct on and off 

site activities would support £8bn output, with an additional £5bn within the study area 

supported by supply chain (indirect) and induced activities. The output supported within the 

study area under the new hub airport scenario is significantly lower (£1bn), which is a 

reflection of both the direct and supply chain activities that will relocate out of the study 

area.  

Table 6-2:  Annual GVA impacts for scenarios by 2030 and 2040, £ billions (2011 prices) 

 A-Do Nothing B-Heathrow Expansion C-New Hub Airport 

Study 
Impact Area 

Total Impact Study 
Impact Area 

Total 
Impact 

Study 
Impact 
Area 

Total 
Impact 

Direct GVA £6.2 £6.2 £8.3 £8.3 £0.0 £9.6 

Indirect GVA* £1.8 £3.8 £2.5 £5.2 £0.6 £6.0 

Induced GVA £2.0 £3.7 £2.7 £5.0 £0.4 £5.8 

Total GVA 2040 £10.0 £13.7 £13.5 £18.5 £1.0 £21.3 

Total GVA 2030 £8.6 £11.3 £8.7 £11.5 £0.5 £13.2 

Source: Regeneris consulting calculations based on Optimal Economics Study 
Note: * Indirect impacts captured within the study area were calculated using a high-low range, which adjusts 
the ratio used in the Optimal Study as well as a consideration of study area GVA as a proportion of total UK. The 
high scenario assumes 45% (low scenario assumes 35%) and is presented above. We assume a 2% pa rate of 
growth in real GVA per employee over the period from 2012 onwards 

Differences between the scenarios 

6.10 We have summarised below the differences by 2030 and then 2040 between the scenarios. 

This shows that: 

¶ By 2030 the closure of Heathrow would lead to the loss of over 100,000 FTE jobs and 

£8 billion in GVA 

¶ By 2040 the closure of Heathrow could lead to a loss of between 90,000 to 120,000 

full-time equivalent jobs24 linked to the activities at Heathrow, their supply chain and 

multiplier effects, or the loss of £9.0 billion to £12.5 billion in GVA in the study 

area25. 

¶ By 2040 the expansion of Heathrow could support an extra 33,000 FTE jobs and £3.4 

billion in GVA compared to the do nothing scenario. 

  

                                                
24

 The lower figure refers to a comparison with the no expansion scenario and the higher figure compares with the 
Heathrow expansion scenario 

25
 Note: the GVA figures cannot be compared to the future study area GVA as they assume real productivity growth and so 
are not comparable with the present day figures  
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Table 6-3:  Differences between scenarios in the study area 

Type of impact Expansion compared to 
Do Nothing 

Expansion compared to 
New Hub 

Do Nothing compared 
to New Hub 

000s FTE 
jobs 

£ billions 
GVA 

000s FTE 
jobs 

£ billions 
GVA 

000s FTE 
jobs 

£ billions 
GVA 

Total in 2030 +2 £0.2 +105 +£8.3 +103 £8.1 

Total in 2040 +33 £3.4 +121 +£12.5 +88 £9.0 

Source: Regeneris consulting calculations  
Note: We assume that real GVA per employee rises by around 2% pa, this offset the impact of a rise in 
productivity and so the level of GVA per worker rises in real terms. We cannot compare these estimate of GVA to 
current study area GVA as this will have also grown in the interim 

Crowding Out and Gross and Net Effects 

6.11 The high level differences between the scenarios are that the contribution to the study area 

GVA and employment base will be increased by Scenario B compared to Scenario A and 

there would be a dramatic fall in the economic contribution from a hub airport under 

Scenario C if Heathrow closes. 

6.12 It could be argued that the study area is large, vibrant and robust and so the loss of this 

economic anchor could, over time, be replaced by alternative economic activity both in the 

study area and elsewhere (especially London). This is undoubtedly the case and as a result 

the net effects on the study area economy will not be nearly as stark as suggested by the 

figures, but they will, nevertheless be substantial. Also as the economy adjusts to pick up the 

slack left by Heathrow both in labour and land use terms (as the Heathrow site is re-used), 

we expect the adverse impact on business location decisions in the study area to start to 

become more significant (see next section).  

Summary of Construction Impacts 

6.13 We have attempted to assess the likely economic impacts stemming from the extra 

construction activity associated with each scenario using a broad brush approach: 

¶ We have only focused on the construction and development directly associated with 

the airports in the scenarios; we have not included the construction costs associated 

surface transportation proposals as these are very indicative (although they would 

be higher under Scenario C than Scenario B). 

¶ Note that the construction cost estimates are very high level at this stage. 

¶ Also note that the costs of development are of course an investment cost that will 

have to be borne either by future air users via charges or by the public purse, either 

way they represent costs to the UK economy. The construction activity will of course 

provide an economic boost whilst it is underway, but will have to be paid for in the 

long run. 
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6.14 The assessment of the local benefits from construction activity is difficult to determine in 

advance. Major construction projects tend to have large amount of temporary 

accommodation and draw workers from throughout the UK and abroad, the immediate local 

benefits can be limited. We have not therefore attempted to assess the footprint of the 

construction jobs and the construction supply chain on the study area. Suffice it to say that 

we wold expect this to be larger under the Heathrow expansion option, although local firms 

and residents in the construction sector clearly would benefit also from major construction 

activity at a new hub airport. 

Table 6-4: Employment impacts from construction of new airport and ground access 
facilities 
  A: Do Nothing B: Heathrow Expansion C: New Hub Airport 

Construction period n/a 10 years 20 years 

Construction jobs n/a 18,886  38,479  

Construction spend n/a £15 billion £60 billion 

Source: Regeneris Consulting calculations based on information provided by submissions to the Airports 

Commission. Note: Jobs are quoted as annual total jobs present over the construction period.  
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7. Wider and Catalytic Benefits 
Key Points: 

¶ Our high level assessment suggests that the average journey time for businesses in the 
study area to a new hub airport will increase by at least 50 minutes and distance by 40 
miles. This will vary across the study area. Longer journeys will reduce travel time 
reliability as well. 

¶ These increases assume that the proposed transport improvements to the new hub 
airport are built and deliver the proposed travel times. 

¶ The study area has a high concentration of business travel users of Heathrow and 
accounts for about 4.4 million business journeys every year at present or around 30% 
of the total number of business journeys departing or leaving Heathrow. 

¶ The annual extra costs to businesses in the study area resulting from the reduced 
accessibility to a hub airport would be of the order of £440m by 2030. These costs are 
primarily due to the extra travel time for international business travellers, but also 
journey costs. There will be other costs to non-business users if Heathrow closed, but 
these are not quantified.  

¶ In addition, existing business users in the study area would benefit from improved air 
services if Heathrow expanded compared to the constrained do-nothing scenario. 
These benefits could be of the order of £120m to £190m a year by 2030 taking account 
the value of traveller time, but would not fully materialise until 2040.  

¶ The productivity benefits from the development of new routes could be of the order of 
£110m pa taking account of the future increases in the value of traveller time, based 
on apportioning estimates from other work to the study area. 

¶ Finally, it is recognised that opening new direct air routes can stimulate trade and 
investment between locations. As a result of the expansion of Heathrow this would 
increase the scope for businesses in the study area to trade with new, emerging 
markets. Although some of these benefits could also accrue from a new hub airport. 

7.1 The role Heathrow plays as an international gateway for the study area, making it one of the 

ōŜǎǘ ŎƻƴƴŜŎǘŜŘ ǊŜƎƛƻƴǎ ƛƴ ǘƘŜ ǿƻǊƭŘΣ ƛǎ ŎƭŜŀǊƭȅ ŀ ŎǊƛǘƛŎŀƭ ŦŀŎǘƻǊ ƛƴ ǘƘŜ ŀǊŜŀǎΩ ŜŎƻƴƻƳȅ ŀƴŘ ƻƴŜ 

of its ingredients of economic success. In this section we try and make sense of what is a 

complicated topic that has produced a wide range of estimates of benefits: 

7.2 There are number of key issues: 

1) First, what is the role at a national economy level of better or worse international air 

connectivity? Is it possible to measure and isolate the effect of changes in relative 

connectivity on economic performance? The literature suggests there are such 

measurable effects but estimates range widely (by a factor of tenfold) and there is 

some suggestion that there are diminishing returns on improvements as economies 

and connectivity great larger. The evidence is based on historical relationships and it 

is possible that the relative importance of air connectivity may fall (or indeed rise). A 

further complication relates to causality ς larger and more complex economies tend 

to generate greater demand for air travel (which has a high income elasticity) and so 

tend to be better connected. 



ƀ London Heathrow Economic Impact Study ƀ  

Page 44 

 

2) Second, within a national economy what evidence is there that better or worse 

connectivity or accessibility to a hub airport impacts on economic productivity and 

performance? It is harder to measure change in regional productivity so the 

literature tends to focus on evidence on decision making and locational choices. In 

many respects the evidence is more compelling here. Numerous studies point to the 

importance of hub airports or aviation routes on the location decisions of 

multinational firms on of critical functions such as headquarters of multi-site firms. 

However, in all cases the studies show that the quality of air connections is an 

important factor but not the only factor in location choices. 

3) Third, there is unfortunately little research on what is meant by proximity to a hub 

or well-connected airport. Is it within a one hour or a two hour travel time? At what 

point do the benefits of proximity start to fall. The UK is a very crowded island so the 

distances between cities and so airports tends to be less that in many other 

countries (for instance the US where much of the research has been carried out).  

Change in Accessibility and Impacts on Business Costs 

7.3 At one level there would be a fundamental impact on businesses in the study area and its 

residents if Heathrow was closed down. Almost every other alternative for almost every 

location in the study area would be considerably less convenient. This would add to travel 

time and cost assuming businesses still wished to make the same number of trips to the 

same destinations (see Table 7-1 later on this point).  

7.4 We have carried out an indicative analysis of changes in journey times and distances for a 

number of locations in the study area (see Figure 7-1). The key points are that for the 

destinations chosen: 

¶ The average travel distance to Heathrow is 25 miles, but rising to 64 miles to the Isle 

of Grain or an increase of around 40 miles 

¶ The average shortest travel time (generally by car) to Heathrow is around 50 

minutes at present (ranging from around 25 minutes from Brentford or Slough and 

up to 70 minutes for Oxford. 

¶ From these destinations that change in travel time to a new Hub Airport at the Isle 

of Grain would depend critically on whether there was a faster public transport 

option. Using our best understanding of the potential public transport 

improvements the average travel time would rise by about 50 minutes each way 

from the study area. 

¶ These are rough indications only but exemplify the potential impacts. As well as of 

course distance there is reliability, the longer the journey the greater the potential 

for delays and so need to build in a larger buffer for travel. 

¶ In short these are fairly conservative assumptions about the worsening of 

accessibility to the hub airport in the study area. 
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Figure 7-1:  Increase in travel times and distances in different locations in the study area - 
Comparison between Heathrow and New Hub Airport (at Isle of Grain) 

 

Sources: MapInfo, AA Route Planner, Google Maps Directions, www.crossrail.co.uk/route/surface, 
the proposals  

Note: All times are to arrive at 12:00 noon; quickest assumed route by car or future public transport 
route. The average is a simple un-weighted average of the locations selected and so is not weighted 
by number of businesses, employment or business travel 

7.5 We have assessed the potential impact on businesses in the study area resulting from a shift 

in usage of airport from Heathrow to a new hub (assuming Heathrow is closed down) using 

these indicative increases in distance and travel time (see Table 7-1). These calculations are 

broad brush but show: 

¶ At current levels and patterns of traffic in current values of time the total costs to 

the study area economy could be of the order £300m pa 

¶ By 2030 with the higher levels of traffic and increased values of travel time the costs 

could rise to of the order of £440m a year for the study area economy. 

7.6 These are of course not net costs to the UK economy.  For some business in the east of 

London and in Kent/Essex that currently use Heathrow there will be travel time savings. 

However, the study area contains a business base that as we have seen is disproportionally 

focussed on sectors requiring international air travel and where the usage of Heathrow is 

especially focussed on business travel26. Therefore it reasonable to assume that moving the 

¦YΩǎ Ƴŀƛƴ Ƙǳō ǘƻ ǘƘŜ Ŝŀǎǘ ƻŦ [ƻƴdon will add significantly to the business costs for accessing 

this new hub. 

  

                                                
26

 For instance 20% of passengers from Kent using Heathrow use if for business purposes but 54% of those in Slough do and 
40% in Hampshire and Oxfordshire 
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Table 7-1: Estimated costs to business in the study area of extra travel time costs with 
closure of Heathrow and development of New Hub Airport (i.e. difference between Scenarios 

A and B and Scenario C) 

  
 Year 

 Assumed 
PAX mppa 

Estimated Economic Costs (£ms), 2013 prices 

Travel time costs 
(1)

 Journey costs 
(2)

 Total costs 

Baseline 
2012 

                 70 £250 £40 £290 

2030 83 £390 £50 £440 

Source: Regeneris Consulting calculations 
Notes: (1) apply travel time increases to estimated number of business travellers (4.4m in 2012) 
whose origin/destination was in the study area applying average DfT value of working time 
(£22/hour in 2002 values), uprated to 2012 and 2030 values using Web Tag guidance. Increase value 
of time by 2.9 to reflect the higher value of time for international air business passengers using 
Heathrow (average income in 2011 was £78,600 compared to the UK mean earnings of £26,900). 
Sources CAA Passenger Survey Report 2011 and the Annual Survey of Hours and Earnings. (2) use 
assumed car operating costs of 25p a mile to reflect fuel and wear and tear costs (3) These costs are 
estimated only for business travellers (about 38% of all those using Heathrow from the study area), 
there would be social benefits from reduced travel time and transport costs for leisure visitors and 
users as well, these are ignored in this analysis 

Impact of Expanding Heathrow on Existing Users 

7.7 The previous analysis only considered the surface access costs to Heathrow. There has been 

much work on the wider business and economic benefits to the UK from expanding hub 

airport capacity (essentially Scenario B or C compared to Scenario A of do-nothing). These 

various studies suggest: 

¶ The business efficiency savings from expanding capacity at Heathrow (compared to 

not expanding) it have been estimated27. This report looked at a number of 

scenarios as to how the capacity might be used and concluded thŀǘ ǘƘŜ άeconomic 

impact of adding capacity at Heathrow, expressed as a Present Value over 60 years, 

would be in the range of £8.6bn to £12.8bn. Not adding capacity at Heathrow would 

cost the [UK] economy between £300m-£500m per year in lost productivity, 

depending on how the capacity is usedέΦ {ƻƳŜ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ǳǎŜŘ 

have been critiqued, but this part of the report was essentially trying to apply values 

of travel time savings at airport) (at to reductions in delays in travel resulting from 

improved capacity. The main benefits stem from greater frequency of service to 

existing destinations or reduced delays. 

¶ As noted earlier, the study area accounts for around a quarter of all business 

travellers using Heathrow who start or finish their air journey at Heathrow. It is 

reasonable to apply this factor to these UK level savings. This suggests that if the 

estimates are of the right order of magnitude, the benefit to the economy of 

expanding the study area could rise to of the order of £90m to £150m in 2008 

values, or £120m to £190m on the same basis as the values for 2030 in Table 7-1 (i.e. 

in 2030 real values). These benefits would not occur immediately but as the range of 

services improved compared to the do nothing scenario (ie by 2040). 

                                                
27

 Economic Impacts of Hub Airports, Colin Buchanan Associated for British Chambers of Commerce, July 2009 
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Wider Business Productivity benefits 

7.8 The improvement in connectivity from better air services offered by an expanded hub 

airport has been the subject of considerable discussion and debate. The international 

evidence on the increase in air connectivity and productivity is mixed. The evidence suggests 

that a 10% increase in international air connectivity (of the order of magnitude of the 

increase from two the three runways at Heathrow) could increase UK productivity by as 

much as 1.6% or as little as 0.07%28. In the work for British Chamber, Colin Buchanan use the 

lower end of this range to estimate an annual productivity boost to the UK as a result of 

better international connectivity to be of the order of £600m pa (in 2009 prices), of which 

just £225m is attributed to London and the South East. Their methodology is not entirely 

clear nor is the process whereby the benefits are attributed to regions. 

7.9 The study area accounts for about a third of all business passengers using Heathrow in 

London and the South East. On this basis the wider economic benefits to business 

productivity of expanding Heathrow would run to around £85m pa, in 2030 travel time 

values this would be equivalent to £110m.  

7.10 The recent Frontier Economic study29 attempted to quantify the lost trading opportunities 

with emerging markets as a result of the constraints in direct access to these compared to 

other European countries with capacity to grow connections. They suggested that the UK 

economy could be losing out by the order of £1.2bn a year in trade opportunities with 

emerging economies. However, the methodology used to make this assessment is not 

transparent and in any case there would be an opportunity cost in pursuing these trade 

opportunities. Nevertheless, the basic point is a valid one that other things being equal 

direct connections to emerging markets is likely to facilitate trade between the two 

economies. 

Impacts on Location Decisions 

7.11 As noted above there is strong evidence of the importance of accessibility to international 

well-connected airports for many types of businesses. This includes: 

¶ Banno, Mutinelli, and Redondi, (201130) found that inward foreign direct investment 

(FDI) to cities in Italy increased overall by 34% in 2 years after opening of new routes 

to other regions in Europe while, in the same period, FDI in the control areas 

decreased by 17%. Overall, new routes accounted for an increase of about 50% in 

the inward FDIs flow to Italy between the newly connected areas.  

                                                
28

 The lower figures from work carried out for IATA (Economics Briefing No 8: Aviation Economic Benefits, Mark Smyth and 
Brian Pearce, July 2007). The study notes that the benefits are greatest for less developed countries where the returns 
on investment in improved air connectivity lead to the greatest proportional impact on GDP. 

29
 ά/ƻƴƴŜŎǘƛƴƎ ŦƻǊ ƎǊƻǿǘƘΥ ǘƘŜ ǊƻƭŜ ƻŦ .ǊƛǘŀƛƴΩǎ Ƙǳō ŀƛǊǇƻǊǘ ƛƴ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅέ a report prepared for Heathrow, 

September 2011, Frontier Economics Ltd 

 

30
 Air Connectivity and Foreign Direct Investments The economic effects of the introduction of new routes,  
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¶ Bel and Fageda 200531: this study found that a 10% increase in the provision of 

intercontinental flights involves around a 4% increase in the number of 

headquarters located in the corresponding urban area. This was particularly true for 

firms in knowledge intensive industries. 

¶ Strauss-Kahn and Vives (2006)32 found a clear role of airport connectivity in 

explaining the pattern of new headquarter location and headquarter retention 

based  on a large scale analysis of relocations in the US over the period 1996 to 

2001. Businesses were 90% more likely to locate in a city with a large hub, and 40% 

more likely with a small hub compared to cities with no hub. 

7.12 Applying this research and other findings to the case of Heathrow and the study area is 

challenging. Heathrow is in many respects a special case and is very different from most 

other airports studied. As indicated earlier the business survey indicates that the closure of 

Heathrow would lead to scaling down and relocation of a significant number of business 

operations. However, we cannot simply gross up these numbers for the whole study area. 

Nevertheless, an analysis of the business survey and of the relative importance of business 

travel use of Heathrow shows that proximity does matter. Businesses in areas closest to 

Heathrow are proportionally more likely to be business users of Heathrow or expect the 

impacts on their business to be more severe if it closed. 

Figure 7-2:  Impact on businesses if Heathrow were to close, by area 

 

Source: Regeneris Business survey, base = 462 

 

  

                                                
31

 Bel, G., Fageda, X. (2005) Getting There Fast: Globalization, Intercontinental Flights and Location of Headquarters. 
Research Working Paper Series RWP05-04, Alfred Taubman Center for State and Local Government, Kennedy School of 
Government, Harvard University. 

32
 ά²Ƙȅ ŀƴŘ ǿƘŜǊŜ Řƻ ƘŜŀŘǉǳŀǊǘŜǊǎ ƳƻǾŜΚέΣ L9{E Business School ς University of Navarra Working Paper no. 650 
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Tourism Impacts 

7.14 The evidence we have reviewed in terms of the types of tourism most prevalent in the study 

area suggests that leisure tourism would be relatively unaffected by what happens at 

Heathrow Airport and even if it were to close down this might have a minor effect. Leisure 

tourists tend to have a lower value of time and less need for immediate and quick access to 

locations. In any case the main draw for tourists arriving at Heathrow is access to London. 

7.15 The picture is different for business tourism. Heathrow has a cluster of hotels and 

conference venues surrounding it which benefit from or are dependent on access to 

Heathrow. At last some of the economic activity which stems from the £360m of spend by 

international business tourists in the study area would be at risk if Heathrow closed down.   
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8. Potential Economic Disbenefits 
Key Points: 

¶ A high level assessment suggests that the current localised external costs from 
IŜŀǘƘǊƻǿΩǎ ŎǳǊǊŜƴǘ ƻǇŜǊŀǘƛƻƴ ŎƻǳƭŘ ōŜ ƻŦ ǘƘŜ ƻǊŘŜǊ ƻŦ ϻфлƳ Ǉŀ όǘhis relates only to air 
travel not ground travel or congestion). 

¶ This could rise to £150m pa by 2030 under the two Heathrow scenarios. 

¶ However, technical improvements in aircraft are likely to dampen down these rises. 

¶ The external costs would be significantly lower for a new hub airport essentially 
because far fewer people would live under the flight paths of most traffic. 

8.1 There are potentially economic (and social) disbenefits from any airport. These are of two 

kinds: 

¶ Localised disbenefits: here the key factors are noise and air pollution, but also the 

ground transport and traffic congestion stemming from the use of the airport. The 

creation of a new airport or expansion of existing airports also creates disbenefits in 

the loss of land and buildings. The way in which these costs are measured is usually 

by reference to the negative impact on property prices in the vicinity of an airport to 

reflect the άƴǳƛǎŀƴŎŜ ǾŀƭǳŜέ ƻŦ ǘƘŜ ŀƛǊǇƻǊǘΦ  

¶ Wider disbenefits: there is an important debate about the role of aviation and its 

contribution to global warming. It is beyond the scope of this report to consider 

these issues, although to the extent that the different scenarios lead to increased 

greenhouse gas emissions from the aviation sector globally this will have long term 

economic and social consequences.  

8.2 We have not attempted to carry out a fully comprehensive assessment of these potential 

costs. However, broadly speaking the local disbenefits of the scenarios is determined by 

three factors: 

¶ The volume of aviation activity - essentially the number of air traffic movements 

¶ The size and effect of the particular planes - larger planes tend to be noisier and 

more polluting, but on-going technological changes and improvements to aircraft 

are tending to reduce the noise created per air traffic movement 

¶ The number of people affected ς the closer is an airport to a large urban area the 

more people who will be affected by noise and pollution. 

8.3 There is a useful discussion of these issues in work carried out in relation to aviation policy in 

the UK and specifically in relation to Heathrow in work by CE Delft33. We have carried out a 

high level assessment of these economic and social costs using the following information: 

                                                
33

 Meeting the External Cost in the Aviation Industry, Report to the Commission for Integrated Transport,  CE Delft, 2002 
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¶ In a study by Pearce & Pearce (2000) the (marginal) external noise costs have been 

determined for various types of aircraft. The values range between £15 to £260 per 

aircraft movement, depending on the type of aircraft (excluding Concorde). At the 

core of the methodology lie estimates from the international literature on the 

reduction in house prices as a result of an increase in noise. Pearce & Pearce use a 

value of 0.6% reduction in house prices per dBA.  

¶ Pearce & Pearce estimate the total external costs due to noise at £37m to £66m per 

year for Heathrow airport34.  The 2000 study by DfT35, which uses the methodology 

by Pearce & Pearce, arrives at external noise costs of 36 to 40 pence per passenger 

at Heathrow; at all other airports, values never exceeded 5 pence per passenger 

(DETR, 2000). 

¶ A CE Delft study arrived at substantially higher estimates of marginal noise costs, 

ranging between £60 to £800 per aircraft movement, depending on the type of 

aircraft. Partially this can be explained by the fact that the CE Delft study takes 

indirect land use from noise contours into account in the costs calculations. 

¶ ¢ƘŜ /9 5ŜƭŦǘ ǊŜǇƻǊǘ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ŀ ŦƛƎǳǊŜ ƻŦ ϵм ǇŜǊ ƭŀƴŘƛƴƎ ŀƴŘ ǘŀƪŜ-off cycle per 

passenger is the appropriate external cost (or around 40p for every passenger 

departure or arrival, or around £400,000 per 1 MPPA). The work also suggests that 

the costs per flight are roughly double for urban airports (i.e. Heathrow) and halved 

for rural airports (i.e. the Isle of Grain). 

¶ Since the values quoted are from 2000, it is appropriate to uplift them to account for 

increases in real incomes (as for the value of time, we have used an uplift factor of 

50% to reflect likely 2030 values compared to 2000). 

Table 8-1:  Broad assessment of wider external costs of airport activity 

Year A: Do nothing B: Heathrow expansion C: New Hub 

Noise Costs (£ms pa) 

2012 31  

2030 49 50 7 

Pollution (£ms pa) 

2012 62  

2030 98 100 27 

Noise and Pollution Costs (£ms pa) 

2012 92  

2030 148 149 34 

Source: Regeneris Consulting calculations 
Note: values relate to the year in question, but are all stated in 2012 prices. External 
impacts are where the airport is located (ie not in the study area with a new hub airport) 

                                                
34

 Setting Environmental Taxes For Aircraft: A Case Study of the UK, Brian Pearce and David Pearce, CSERGE Working Paper 
GEC 2000-26 

35
 Valuing the External Costs of Aviation, DETR, 2000,  
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9. Conclusions 

9.1 The longer run implications to the study area economy of the closure of Heathrow would be 

very significant indeed with the potential loss of 100,000 of jobs and several £ billions of 

GVA. There is inevitably uncertainty around any estimates of impacts some 17 years into the 

future and beyond, but we believe the order of magnitude estimated in this report are 

robust assuming the scenarios develop as predicted. 

Table 9-1: Summary of impacts in the study area by scenario 

Scenario Impacts by 2030 Impacts by 2040 
A: Do 
Nothing 

¶ Economic footprint around 
110,000 FTE jobs and £8.6 
billion in GVA. 

¶ Some reduction in HQ and 
other highly international 
activity in study area; increased 
business costs compared to 
other locations with more 
frequent connections. 

¶ Economic footprint around 95,000 FTE jobs 
and £10 billion in GVA. 

¶ Employment falls due to productivity growth 
offsetting modest growth in traffic. 

¶ GVA rises due to increase in GVA per 
passenger generated. 

¶ Further reduction in HQ and other highly 
international activity in study area; increased 
business costs compared to other locations 
with more frequent connections 

B: 
Heathrow 
Expansion 

¶ Economic footprint around 
110,000 FTE jobs and £8.7 
billion in GVA. 

¶ Traffic and destinations start to 
grow once new runway opens, 
but effects modest initially 

¶ Opening of runway likely to 
stem potential loss of HQ and 
other firms to competitor 
locations in Europe. 

¶ Economic footprint grows to around 130,000 
jobs and £13.5 billion of GVA. 

¶ Significant traffic growth of 40% over decade 
for Heathrow captures some of its 
suppressed demand. 50 additional long and 
short haul destinations. 

¶ New routes open to new markets and 
increased frequency of short haul 
destinations possible ς resulting in 
improvements in business accessibility. 

¶ Creates benefits of around £120m to £190m 
pa in improved access to existing 
destinations and potentially at least £110m 
pa resulting from wider benefits of improved 
accessibility to new destinations. 

C: New Hub 
Airport 

¶ Residual economic footprint 
from employees still living in 
study area and suppliers based 
there of around 5,000 FTE jobs 
and £0.5 billion in GVA. 

¶ All suppliers who need to be in 
close proximity have relocated 
others have scaled back 
operations of closed. 

¶ Increase of around £440m pa in 
business costs due to less 
convenient airport 

¶ Migration of UK-based firms 
needing easy access to hub has 
started. 

¶ Residual economic footprint from employees 
still living in study area and suppliers based 
there of around 8,000 FTE jobs and £1.0 
billion in GVA (a smaller share but of a bigger 
activity at the new hub compared to 2030). 

¶ Further increases in business costs due to 
less convenient airport but with some 
overlap from effects of migration of UK-
based firms needing easy access to hub has 
completed. 

¶ Potentially some of the 170,000 to 230,000 
jobs in foreign owned firms clustering 
around Heathrow at risk. 
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Appendix A Technical Assumptions 

Passenger Forecasts 

1. Passenger forecasts are stated in terms of million passengers per annum (mppa) and use the 

ŦƻǊŜŎŀǎǘǎ ǎŜǘ ƻǳǘ ƛƴ I![ ŀƴŘ ǘƘŜ aŀȅƻǊΩǎ 5ŀǾƛŜǎ /ƻƳƳƛǎǎƛƻƴ {ǳōƳƛǎǎƛƻƴǎΦ I![ ŀǎǎǳƳŜǎ ǘƘŀǘ 

passenger growth will be between 0.5 ς 1% pa up until a new runway opens. We have thus 

assumed a 0.75% pa growth until 2029. HAL then assumes that the first five years upon 

opening a new runway, mppa grows at 5% pa, and then lowers to 2.4% pa thereafter. We 

have used the same assumptions 

2. ¢ƘŜ aŀȅƻǊΩǎ ǇǊƻǇƻǎŀƭ ŀǎǎǳƳŜǎ ǘƘŀǘ ǇŀǎǎŜƴƎŜǊ ŘŜƳŀƴŘ ǿƛƭƭ ōŜ Ŝǉǳŀƭ ǘƻ фл ƳǇǇŀ ǘƘŜ ȅŜŀǊ ǘƘŜ 

new hub airport opens. We have used this assumption. It then assumes that from 2034 

onwards the passenger demand mirrors the Department for TranspƻǊǘŀǘƛƻƴΩǎ ό5Ŧ¢ύ 

unconstrained Heathrow demand. We have used these assumptions 

3. The do-nothing scenario passenger demand uses the constrained Heathrow passenger 

forecasts published by DfT.  

Productivity Increase 

4. A productivity increase has been applied to the ratio of passengers to on-site employees. 

This ratio is used to calculate future employment figures. The productivity increase assumes 

a 1.5% pa growth rate during the period 2012 ς 2030. It then assumes a 1% pa growth rate 

from 2030 to 2040. However, we also assume real increases in the GVA generated per 

passenger in line with forecasts real GDP increases in the future (based on the Office for 

BǳŘƎŜǘŀǊȅ wŜǎǇƻƴǎƛōƛƭƛǘȅΩǎ ƭŀǘŜǎǘ ŦƻǊŜŎŀǎǘ ŀǎǎǳƳǇǘƛƻƴǎ). 

Employment 

5. The Heathrow Employment Survey 2008/9 as well as additional employment data provided 

by HAL are the basis of the employment calculations. This data has been converted into full-

time equivalents (FTEs) assuming one part-time job is equivalent to 0.5 full-time positions.  

Table 1: Employment Calculation Assumptions 

 UK Study Area 

Direct on-site Calculated using the passenger to 
employment ratio from 2012 to which a 
productivity increase has been applied. 

Calculated using the passenger to 
employment ratio from 2012 to which a 
productivity increase has been applied.  

Direct off-site Assumed to be the same ratio of 
indirect to direct as is currently at 
Heathrow (0.1).   

Assumed to be the same ratio of indirect to 
direct as is currently at Heathrow (0.1).  

Indirect Calculated based on the current ratio of 
indirect to direct employment at 
Heathrow (0.5) 

Assume that a range between 35 ς 45% of 
indirect employment created within study 
area. Lower range based on 25% in the 
Optimal Economics study Local Area plus 
general study area share of UK GVA at 10%. 
Higher range is similar to Optimal 
Economics London proportion and based on 
adjusted ratio of indirect employment in 
Optimal Economics Local study area. 

Induced Based on ratio of Induced to direct and 
indirect employment assumed in 
Optimal Economics study (0.6).  

Based on ratio of Induced to direct and 
indirect employment of 0.3, similar to that 
used in the Optimal Economics study.  
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Gross Value Added 

6. The gross value added (GVA) for direct, indirect, and induced employment uses the Optimal 

Economics study findings as a base.  

Table 2: GVA Calculation Assumptions 

 UK Study Area 

GVA per employee 
on-site 

Optimal Economics figure in 
year 2010. Applied a 0.5% pa 
growth rate in year 2011, 
based on actual UK real GDP 
growth. Assumed a 2.4% pa 
growth rate from 2012-2040. 

Optimal Economics figure for local area in 
year 2010. Applied a 0.5% pa growth rate in 
year 2011, based on actual UK real GDP 
growth. Assumed a 2.4% pa growth rate from 
2012-2040. 

GVA per employee 
off-site 

Same as above Same as above 

GVA per employee 
indirect 

Same as above Same as above 

GVA per employee 
direct 

Same as above Applied a multiplier of 0.3 to direct and 
indirect GVA. Applied a 0.5% pa growth rate 
in year 2011, based on actual UK real GDP 
growth. Assumed a 2.4% pa growth rate from 
2012-2040. 

Wider Business Benefits or Costs 

7. The assessment of the business costs of the closure of Heathrow is based on the following 

assumptions: 

¶ The increase in travel times and 

distance for different locations are 

set out In Table 3 

¶ From these we assumed the 

following time increases using our 

judgement as to the likely quickest 

and most used routes (road or 

public transport)  

¶ We assessed the number of 

business passengers to each broad 

location based on the 2011 CAA 

passenger Survey which gives 

origins/destinations. 15.1 million passengers enter or leave Heathrow as business 

passengers, of which 11.9m (79%) start or end their journey in London and the 

South East.  

¶ The published CAA data provides number of trips by county an unitary authority in 

the South East but for all of London, we have assumed the West London Business 

area accounts for the same proportion of London business trips as its share of 

employment (17%).  

Assumed increases in travel times and 
distance for new hub compared to Heathrow 

 Minutes Miles 

Guildford 33 33.3 

Brentford 41 32 

Slough 43 37 

Reading 47 41 

Aylesbury 48 42 

Basingstoke 55 41 

Newbury 60 43 

Oxford 61 43 

Average 51 40 
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¶ Apply average DfT 

value of working time 

(£22/hour in 2002 

values), uprated to 

2012 and 2030 values 

using Web Tag 

guidance.  

¶ Increase value of time 

by 2.9 to reflect the 

higher value of time for international air business passengers using Heathrow 

(average income in 2011 was £78,600 compared to the UK mean earnings of 

£26,900). Sources CAA Passenger Survey Report 2011 and the Annual Survey of 

Hours and Earnings. 

8. The estimates of the business cast and travel time savings or wider productivity benefits or 

from better sets of routes are drawn from  Economic Impacts of Hub Airports, Colin 

Buchanan Associated for British Chambers of Commerce, July 2009. 

9. These values then have been apportioned to the study area based on its share of all UK 

business passenger traffic using Heathrow (29%) or the share of all London and the South 

East passengers (37%). In both cases based on an analysis of 2011 CAA Passenger Survey. 

The values were converted to 2030 values taking account of the increase in values of time 

from WebTag guidance (an uplift of 32% on 2008 values). 

Millions of Business Passengers using Heathrow, 2012 

Study area in London 1.30 

Study area outside London 3.14 

All Study area 4.44 

All London 7.82 

All South East              4.08  

All UK 15.11 

Source: CAA Passenger Survey Report 2011 and Regeneris 
Consulting analysis 
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Table 3: Connectivity Analysis, Drive time (average of peak and off peak) and public transport (best route) 

Location 

Current to LHR 
Proposed 
to LHR 

Current to Stansted 
Proposed to 
Stansted 

Current to Isle of 
Grain 

Proposed to Isle of 
Grain 

Miles 
Drive time 
(minutes) 

Public 
transport 

Public 
transport 

Miles Drive time 
Public 
transport 

Public 
transport 

Miles 
Drive 
time 

Public transport 

Brentford 5.9 26 39 31 min 37 82 min 107 min 69 min 37.5 97 67 

Slough 7.1 23 50 25 min 45.2 75 min 116 min 86 min 50.1 85 84 

Reading 22.4 42 54 42 min 46 94 min 115 min 92 min 64.2 105 90 

Guildford 17.0 43 79 
No 

change 
57.3 93 min 136 min 82 min 50.3 76 80 

Aylesbury 28.5 59 101 
No 

change 
60.5 78 min 145 min 116 min 65.6 102 114 

Basingstoke 30.9 53 71 
No 

change 
65.5 102 min 144 min 87 min 71.6 100 85 

Newbury 37.9 63 101 79 min 72.1 115 min 155 min 125 min 80.7 123 123 

Oxford 39.6 69 95 77 min 75.7 106 min 156 min 126 min 80.8 129 124 

Sources: MapInfo, AA Route Planner, Google Maps Directions, www.crossrail.co.uk/route/surface, the proposals submitted by TfL and HAL 

Note: All times are to arrive at 12:00pm; distances are calculated as the crow flies 

http://www.crossrail.co.uk/route/surface
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Appendix B Business Survey Results 

 

Overview of responses received 

Total Respondents by location 

Location No. % 

Berkshire/ Thames Valley (Reading, Wokingham, Newbury, 
Bracknell, Windsor and Maidenhead, Slough) 

146 31% 

Buckinghamshire 20 4% 

North and Central Hampshire 54 12% 

South Hampshire/ Solent 69 15% 

Oxfordshire 51 11% 

Surrey 46 10% 

West London 55 12% 

Other 23 5% 

Grand Total 464 100% 

 

Total respondents by size of firm (number of employees) 

Number of employees No. % 

Under 10 202 44% 

11 to 49 109 23% 

50 - 99 46 10% 

100 to 250 46 10% 

251 to 1,000 35 8% 

Over 1,000 26 6% 

Grand Total 464 100% 

 

Total respondents by ownership 

Ownership No. % 

Foreign owned 48 10% 

Joint UK and foreign owned 9 2% 

UK owned but with significant operations overseas 67 14% 

UK owned operating 340 73% 

Total 464 100% 
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Total respondents by sector 

Sector No. % 

Agriculture, forestry, fishing or mining 3 1% 

Airlines and aviation services 16 3% 

Business services (including legal and accountancy) 127 27% 

Construction 21 5% 

Financial services and insurance 18 4% 

Ground transport, storage and distribution 16 3% 

Hotels and catering 16 3% 

IT or communications 41 9% 

Manufacturing 36 8% 

Other 83 18% 

Public sector or charity 38 8% 

Scientific and technical (including engineering) 33 7% 

Utilities (electricity, gas or water) 2 0% 

Wholesaling or retailing 14 3% 

Grand Total 464 100% 

Q. Do you supply goods and services to businesses located at Heathrow Airport? 

Do you supply goods and services to businesses located at Heathrow Airport?  
Answer by location of business 

Location 
Main customer 

base at 
Heathrow 

Supply Heathrow 
firms but not 

main customer 
base 

None 

Berkshire/ Thames Valley 4% 37% 59% 

Buckinghamshire 0% 25% 75% 

North and Central Hampshire 0% 17% 83% 

Other 0% 41% 59% 

Oxfordshire 4% 14% 82% 

South Hampshire/ Solent 0% 14% 86% 

Surrey 4% 26% 70% 

West London 18% 31% 51% 

Overall 4% 26% 69% 

Base: 462 
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Do you supply goods and services to businesses located at Heathrow Airport?  
Answer by business size 

Number of employees 
Main customer 

base at 
Heathrow 

Supply Heathrow 
firms but not 

main customer 
base 

None 

Under 10 7% 35% 59% 

11 to 49 4% 28% 68% 

50 - 99 6% 26% 69% 

100 to 250 7% 38% 56% 

251 to 1,000 15% 27% 58% 

Over 1,000 2% 21% 77% 

Grand Total 4% 26% 69% 

Base: 462 

 

Do you supply goods and services to businesses located at Heathrow Airport?  
Answer by ownership 

Ownership 

Main 
customer 
base at 

Heathrow 

Supply 
Heathrow 
firms but 
not main 
customer 

base 

None 

Foreign owned 8% 40% 52% 

Joint UK and foreign owned 22% 33% 44% 

UK owned but with significant 
operations overseas 1% 22% 76% 

UK owned operating primarily in the UK 4% 25% 71% 

Grand Total 4% 26% 69% 

Base: 462 
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Do you supply goods and services to businesses located at Heathrow Airport?  
Answer by business sector 

Business sector 

Main 
customer 
base at 

Heathrow 

Supply 
Heathrow 
firms but 
not main 
customer 

base 

None 

Agriculture, forestry, fishing or mining 0% 0% 100% 

Airlines and aviation services 25% 44% 31% 

Business services (including legal and 
accountancy) 2% 35% 62% 

Construction 10% 29% 62% 

Financial services and insurance 0% 22% 78% 

Ground transport, storage and 
distribution 0% 53% 47% 

Hotels and catering 6% 25% 69% 

IT or communications 5% 37% 59% 

Manufacturing 3% 23% 74% 

Other 4% 16% 81% 

Public sector or charity 3% 5% 92% 

Scientific and technical (including 
engineering) 6% 21% 73% 

Utilities (electricity, gas or water) 0% 50% 50% 

Wholesaling or retailing 7% 14% 79% 

Grand Total 4% 26% 69% 

Base: 462 
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Q. How important would you say that Heathrow Airport is to your company's 
operations, considering your use of the Airport for travel, freight, and other 
company operations, as well as any goods and services you supply or receive from 
businesses located at the airport? 

Importance of Heathrow by business location 

Location 
Not 

important 
2 3 4 

Very 
important 

South Hampshire/ Solent 26% 16% 14% 20% 23% 

Buckinghamshire 35% 5% 20% 15% 25% 

Oxfordshire 33% 4% 12% 20% 31% 

North and Central Hampshire 17% 19% 15% 19% 31% 

Surrey 41% 9% 7% 11% 33% 

Berkshire/ Thames Valley (Reading, 
Wokingham, Newbury, Bracknell, 
Windsor and Maidenhead, Slough) 16% 14% 16% 18% 36% 

West London 13% 16% 9% 18% 44% 

Grand Total 22% 13% 13% 18% 34% 

Base: 464 

Importance of Heathrow by business size 

Number of 
employees 

Not 
important 

2 3 4 Very important 

Under 10 28% 13% 15% 16% 28% 

11 to 49 23% 11% 15% 18% 33% 

50 - 99 11% 22% 11% 15% 41% 

100 to 250 13% 11% 13% 22% 41% 

251 to 1,000 20% 9% 9% 20% 43% 

Over 1,000 19% 8% 8% 23% 42% 

Grand Total 22% 13% 13% 18% 34% 

Base: 464 

Importance of Heathrow by business ownership 

Ownership 
Not 

important 
2 3 4 

Very 
important 

Foreign owned 2% 8% 13% 29% 48% 

Joint UK and foreign owned 11% 0% 0% 22% 67% 

UK owned but with significant 
operations overseas 6% 0% 19% 19% 55% 

UK owned operating primarily in the 
UK 29% 16% 13% 16% 27% 

Grand Total 22% 13% 13% 18% 34% 

Base: 464 

 



ƀ London Heathrow Economic Impact Study ƀ  

Page 62 

 

Importance of Heathrow by business sector 

 
Not 

important 
2 3 4 

Very 
important 

Financial services  50% 11% 11% 11% 17% 

Public sector or charity 47% 5% 13% 18% 16% 

Wholesaling or retailing 43% 7% 7% 7% 36% 

Other 22% 18% 17% 13% 30% 

Business services  26% 17% 13% 19% 25% 

Hotels and catering 6% 25% 19% 13% 38% 

Construction 24% 14% 10% 24% 29% 

IT or communications 22% 2% 17% 15% 44% 

Scientific and technical 12% 3% 15% 33% 36% 

Manufacturing 3% 8% 17% 25% 47% 

Airlines and aviation services 0% 13% 0% 0% 88% 

Transport, storage  0% 6% 0% 25% 69% 

All Sectors 22% 13% 13% 18% 34% 

Base: 464 

Q. If an alternative hub airport were developed in the future (either at Stansted or 
east of London), to cater for growth in demand for air travel, it would most likely 
result in the closure of Heathrow airport. If Heathrow were to close, how might 
this impact upon your business at its current location? 

Impact of new hub and closure of Heathrow by current business location 

Business location 

Expect to 
relocate 

our 
current 
activity 

outside of 
the UK 

Expect to 
relocate 
closer to 
any new 

hub 
elsewhere 

around 
London 

Substantially 
reduce the 
scale of our 

current 
operation 
but would 

remain 
where we 

are 

Slightly 
reduce 

the scale 
of our 
current 

operation 
but 

would 
remain 

where we 
are 

No impact 
at all 

Buckinghamshire 0% 7% 7% 33% 53% 

Oxfordshire 6% 3% 6% 31% 54% 

South Hampshire/ Solent 6% 2% 8% 22% 62% 

Surrey 0% 8% 20% 20% 53% 

North and Central Hampshire 2% 5% 21% 40% 33% 

West London 0% 15% 17% 36% 32% 

Berkshire/ Thames Valley 7% 10% 22% 31% 30% 

Overall 4% 8% 16% 30% 42% 

Base: 386 
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Impact of new hub and closure of Heathrow by business size 

Number of 
Employees 

Expect to 
relocate our 

current 
activity 

outside of the 
UK 

Expect to 
relocate 
closer to 
any new 

hub 
elsewhere 

around 
London 

Substantially 
reduce the 
scale of our 

current 
operation but 
would remain 
where we are 

Slightly reduce 
the scale of our 

current 
operation but 
would remain 
where we are 

No impact 
at all 

Under 10 6% 5% 21% 26% 42% 

11 to 49 2% 8% 13% 31% 45% 

50 - 99 2% 7% 15% 34% 41% 

100 to 250 3% 12% 15% 26% 44% 

251 to 1,000 4% 4% 12% 38% 42% 

Over 1,000 6% 28% 0% 33% 33% 

Grand Total 4% 8% 16% 30% 42% 

Base: 386 

 

 

 

Impact of new hub and closure of Heathrow by business ownership 

Ownerships 

Expect to 
relocate 

our current 
activity 

outside of 
the UK 

Expect to 
relocate closer 
to any new hub 

elsewhere 
around London 

Substantially 
reduce the 
scale of our 

current 
operation but 
would remain 
where we are 

Slightly 
reduce the 
scale of our 

current 
operation but 
would remain 
where we are 

No 
impact 
at all 

Foreign owned 3% 24% 8% 32% 32% 

Joint UK and foreign 
owned 0% 38% 38% 13% 13% 

UK owned but with 
significant 
operations overseas 13% 4% 17% 24% 43% 

UK owned operating 
primarily in the UK 3% 5% 16% 31% 45% 

Grand Total 4% 8% 16% 30% 42% 

Base: 386 
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Impact of new hub and closure of Heathrow by business sector 

Business sector 

Expect to 
relocate 

our 
current 
activity 

outside of 
the UK 

Expect to 
relocate 
closer to 
any new 

hub 
elsewhere 

around 
London 

Substantially 
reduce the 
scale of our 

current 
operation 
but would 

remain 
where we 

are 

Slightly 
reduce the 
scale of our 

current 
operation 
but would 

remain 
where we 

are 

No 
impact at 

all 

Airlines and aviation services 7% 43% 7% 21% 21% 

Business services 3% 4% 21% 30% 41% 

Construction 0% 10% 10% 40% 40% 

Financial services and 
insurance 0% 6% 0% 41% 53% 

Transport, storage 0% 29% 21% 14% 36% 

Hotels and catering 0% 0% 0% 50% 50% 

IT or communications 20% 6% 20% 14% 40% 

Manufacturing 6% 9% 13% 22% 50% 

Other 3% 6% 18% 31% 42% 

Public sector or charity 0% 0% 10% 28% 62% 

Scientific and technical 10% 0% 20% 55% 15% 

Wholesaling or retailing 0% 17% 17% 8% 58% 

Grand Total 4% 8% 16% 30% 42% 

Base: 386 

 

Impact of new hub and closure of Heathrow  by degree of customer base at Heathrow 

Importance of 
customer base at 
Heathrow 

Expect to 
relocate our 

current 
activity 

outside of 
the UK 

Expect to 
relocate 
closer to 
any new 

hub 
elsewhere 

around 
London 

Substantially 
reduce the 
scale of our 

current 
operation but 
would remain 
where we are 

Slightly reduce 
the scale of our 

current 
operation but 
would remain 
where we are 

No impact 
at all 

No, not at all 4% 4% 16% 25% 51% 

Yes, our main customer 
base is located at 
Heathrow 0% 36% 36% 21% 7% 

Yes, we supply firms at 
Heathrow but it is not 
our main customer 
base 6% 12% 15% 42% 26% 

Grand Total 4% 8% 16% 30% 42% 

Base: 386 
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