London Heathrow
Economic Impact Study

A Report by
Regeneris Consulting

September 2013



A report commissioned by:

Buckinghamshire

LOCAL ENTERPRISE
PARTNERSHIP
THE ENTREPRENEURIAL HEART OF BRITAIN

enterprise m
A |
§¢ Oxfordshire
Local Enterprise Partnership

Realising Oxfordshire's potential

LOCAL ENTERPRISE PARTNERSHIP

West
London
Business



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 projéet their assistance and input. However, th
views expressed in this report are the independent views of Regeneris Consulting, nobthe
the members of the steering group or the organisations they represény errors and omission:
remain the responsibility of the consultants

regeneris




1.1

1.2

Executive Sunmary

Regeneris Consultingvas 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

T

The a6 SAGSNYy 6SR3ISE I NBI  hasladsifdRg, yh&ici K NB &
economy.lt generaks£1 in every £10 of UKconomic outputand is home to over
2.4 million jobslt isan economic powerhouser the UK

Within the western wedge areahe aviation and relatedactivity at Heathrow
Airport currentlysupportsaround 120,000 jobs and contributes £6kllion to the
economy

If a new hub airportwere built to the east of London and Heathrow Airport were
closedby 2030 this wouldlead to a loss of over 100,000 jobs directly dependent on
activity at the aport.

The closure of Heathrow would alpat at riskup to at leasta further 10,000 jobs
within the western wedge area that are dependent on good prity to a hub
airport, andcouldput at risk up to £1billion worth ofcurrenteconomic activity.

Busnesses 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 nothingexpandirg Heathrow with a third runway
could createaroundan additional35,000jobs 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 yeaby 2040 inthe western wedge are@ompared with do
nothing ¢ by enabling more direct flights to operate to a wider range of cities across
the globe, particularly in emerging economies

The Study Area

The focus of our work was not to consider the overall implicationshietdK The stidy area
for which we measured the impacis defined by the areaovered by the five parties who
commissioned this work. It includes west London and the wespams of the South East
radiating out from Londomlong the M40, the M4the M3 and the A3 an area sometimes
referredtoasi KS & ¢ $dg&. SNy &
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1.3 The study area economiyg an important and dynamic part of the UK economyetierated
around £137illion in Gross Value Added@{/A in 2011or roughly10% of the UK total and
employsaround 2.4 million people.The area has a much higher than average share of the
''YQad F2NBAIY 26y SRandFkeyNKnawledgek Bakel ljbdgindsdeS Ndey
concentrations of businessnclude IT hardware and software, telecommunications,
media/broadcastg, scientific R&D, and advertising and market reseaxgt. surprisingly
the productivity per person employed is well above the national average.

cities), toone2 ¥ G KS g2 NI RQa BSald AYyGSNyraazyl €
workforce living in a high quality environmentvie believeunique in a UK an&uropen
context

1.4 Thel NBO®REMoOAY I GA2y 2F | OO0OSaaAiroAtAade G2 OSydNIft
f N |
b

Current Role of Heathrow
15 Heathrow Airport has been argbntinues to bea critical driver of the study area economy:

1 The currentairport activity generated by70 million passengersand 1.6 million
tonnes of air freight createslargeeconomic footprint in its own right.

1 At a UK level the latest estimates of the economic contributdd Heathrow are
that the activity there supports around0,000 fulitime equivalent (FT)§obs across
the UK and £9.7 billion in economic outp@\(A. These jobs arise from activity on
the Heathrow site, in the supply chain and as a result of the iplidt effects from
consumption spending.

1 A very significant proportion of this activity takes place in the study a@aa.
analysis suggests that the study aredHeathrowAirport supports aroundl20,000
FTBobs and £6.2 billion of economic activity

1 Toput these numbers into context, they represen% of all employment antl5%
of the total GVA of the study are@ne in every 20 jobs in the study area is directly
attributable therefore to the economy activity generated byhe operations at
Heathrow.

1.6 However, this is only half the story. The presence of Heathmaviding excellent
international air connections foboth passengers and freight makehe study areaan
attractive location for business that require global connectivity. Proximity to one ofthe
worldQ ading international airpoghas been a prime factor in tHecationand expansion
of many businesses in the study area. It is not the only reasoris butextremelyimportant
reason.lt is no accident that the study area has particulatipng concentrations of foreign
owned firms and headquarters of businesses. Furthermtre degree of concentration is
strongest in the parts of the study area that are closest to Heathrow.

! Optimal Economics, September 2011
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1.7

1.8

1.9

1.10

1.11

1.12

1.13

Trying to put a precise value ahis current connectivity role is difficult. However, our
researchsuggests that betweeaf the order 0f170,000 to 230,000 jobs in the study area are
particularly dependent on access to Heathrow audcould be at risk if Heathrow were to

close down The economic activity in thed&ems could currently,be of the order ofat least

£11 billion to £15 billiod 2 NJ y’2 G2 wmmM: 2F (KS addzZRe | NBI Qa

There is some overldperewith the direct economic footprint fronHeathrow as many firs
there are foreign owned. B our method of assessment ignores the important role
Heathrow plays in supporting British owned firms. We therefore consider thaeshienate
provides a reasonable order of magnitude of the importance of connectivityided by

| SI G§KNR g (2ondmkS | NBF Qa S

It is the case that Heathrow creates some economic disbenefits in the immediate area
around Heathrowparticularlyin termsof noise and air pollution. These are not necessarily
economic costs that impact aneasurableeconomic output, but are chely important social
costs.

There has been a considerable debate about how to assess these Bastsl on values
used in the past by DfTthe currentmeasurable cost of air and noise pollution for residents
living around Heathrow could be of the ordef £80m pa.These are significant impain

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

Scenarios for the Future

The researcltonsidersthree scenariodor the future developmeniof the hub airport for
London

1 Scenario A- Do Nothing no expanded runway capacity at Heathroand no new
hub airport developed elsewhete

1 Scenario B- Expanded Heathrow Airporta third runwayis built with associated
increases in terminal capacity

1 Sceanario C- New Hub: a new airporto the east of Londois developed to act as the
new hub airport for London and the South Easith the closure of Heathrow
Airport.

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 througiWithin this timeframe we do not consider that aegonomic
effects fromreplacementdevelopmentat the Heathrow site (which is speculatiire any
case) would have materialised to any significant degree.

The impact of the closure of Heathrow
The impacts of the scenarios are complex and subject to uncertainty, but the key etiects

be summarised as follow# Heathrowwere to close dowrand be replacedy a new hub
airport we estimate that thisauld lead tothe following effects
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By 20® the loss ofaround 105,000full-time equivalentjobs lirked to the activities
at Heathrow, their supply chain and multiplier effects, or the losg8&djillionin GVA
in the study area

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 risayain by 2040.

However, it likdy that businesses would react by-tensidering their current
location: either to be closer to the new London hub or other hub airports in
European competitor locationsRather than face extra costs and reduced
convenience, rany existing businessesvould choose to relocate, to hold off on
expansion plans, do downsize their operations compared to other locations.

This impact on competitivenessf current locationsmight tip the balance for
investment decisions. In the long ruof the order ofup to 170000 to 230,000 jobs
could beat risk in the area due to their links to amiggree ofuse 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 noihg scenario thefuture expansion of Heathrow would lead to
severaleconomic benefits for the study area:

T

The extra traffic and activity at Heathrow woulty 204Q have increased stly area
employment by around 3000 FTEjobs and GVA by around £3 billioihe
difference by 2030 wouldowever, be limited.

The expansion dfleathrowwould allow for the expansion d@ir destinations from
Heathrow both additional short haul connectionsto the rest of Europe and new
routes to emerging markets where, in sonmstancesHeathrowhasrelatively poor
connections

The expansion of Heathrow would also add greater weight to the cassuftace
accesdransport improvements in and around the Heathrow araghich can have
wider benefits to businesses.

This increasén connectivity would improve businegsoductivity in the study ara

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.

The® benefitsfrom improved connectivityn the study areaould be of the order of
at least£230m to £3@m per annum (in 2030 values

% Note: these future GVA figures cannot be compared to therrent study area GVA as they assume real productivity
growth and so are natomparable with the present day figures

Paged

regeneris




1.15

1 Finally, the expansion at Heathrow is likely to secure somallmf the 170,000 to

230,000jobs particularly dependenbn good access to international air connections
Fa | SFTGKNREgQa NBEIFGADBS O2YLISGAGAGBSYSaa

Clearly, there is significant uncertainty around these estimdtepractice if Heathrowvere
to shut downthe loss of jbbs and ecaomic outputmight well be replaced by other activity.
However, this would be harder to achieve given that the areald/dnave lost one Dits
a | { timrdediate access to a global air transport hub.

Tablel-1: Difference between scenarios in theestern wedgestudy areaarising from the
changes in economic footprint of Heathrow

Assessment | Expansion compared Do | Expansion compared to | Do Nothing compared to

Year Nothing New Hub New Hub
000s FTE joby £ bilions |000s FTE joby £ billions | 000s FTE jobs £ billions
GVA GVA 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 grpeutivorker. (2) Job impacts
rounded to the nearest 5,000 jobs. BXcludesmpacts on business location and productivity
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2.1

2.2

2.3

24

2.5

2.6

2.7

Assessing the Economic Role of Heathrow

Airports have two main economic roles. First, they are direct creators of economidyabtivi
handling passengers and cargo, whetHer leisure or business purposes. Second, by
providing connectivity to other locations they provide wider economic benefitenms of
business efficiency and costs savings and other productivity bengfifarts 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 owrRight

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 astaditisupport
employment and the direct creation of GMA.practice there are fuzzy boundaries between
what is calledon-a A arfild@ 2-Jit@& direct employment.

Indirect economic impacts Airports have amplex supply chamlinked to the airpot,
airline, retail, hospitality andargo activities that take place at and immediately arotime
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.

Induced eonomic benefits Finally, the disposable income earned of those employeuhat
airport and in its suppliers provides further economic effects thronghtiplier effectsvia
spendin local shops, restaurants, housing.etc

Key Role adransport Gateway tothe World

Ly GKS €AGSNI GdzNB 2y | ANLIR2 NI A ( Kessentidygthe TGSy

point is that improved air connectivity provides a number of potential economic benefits to
business and their employees, who are regular airdliavs, and to international tourists.

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

This tansportation hub role provigls connectivity and transport access for businesand
people living closéo Heathrow but of course from much further afielddeed Heathrow is

GKS !'YQ& YIAY AYGSNYFGA2YLFE 3 G Sodorde fring Y y @

throughout the UK (although 75% of all trips ending or beginning at Heathrow have origins
or desinations in London and the South East).

As we shall see later othere is a complex evidence base about this connectivity role in
relation to location decisions and business productivity.
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Some Economidand Social)Downsides

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 airpofalthough these can be ameliorated through surface
access improvenrés). The creation ofa new airport or expansion of existing airports also
creates disbenefits in the loss of land and buildingsese need tde weighed in the mix
when considering the case for airport expansion. These losses of amenity tend to be
localsed around airports and under their main flight paths. We examine these in Sé&ction
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 cioies these issues, although to the
extent that the different scenarios lead to increased greenhouse gas emsdsmn the
aviation sector globallythis will have long term economic and social consequences.

Potential Net Impacts

Measuring the GVA and engyment consequences of any change is challenging as labour
markets and economies operate in complex ways. Econonasts interested inthe
LIKSY2YSy2y 2F GONRGgRAYy3I 2dziéyY LT Iy SO2y2yYe .
the expansion of one ecomnagic activity could be at the expense of another (as wage rates

are driven up and employment falls in other secto3).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 afuab

Table2-1: Measuring the economic effects of Heathrow Ao ¢ conceptualframework
Direct, Indirect and Induced
Direct benefitdrom operation
Indirect benefits from operation
Induced benefits from operation
Construction impacts from expansion
Wider Catalytic Benefits
A. Existing business efficiency
Trave time and costs benefits in acceéeghe 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 buiesses attracted to the area
Existing business retained
D. Tourism benefits
Tourism impactg leisure tourism
Tourism impactsg business tourism
Economicand socialdisbenefits
Noise and air pollution
Congestion
Climate change
Source: Regeneris Cailisng
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3. Future Scenarios

3.1 The Airports Commissiohis 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 implicationsf 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 @und London.

3.2 There are a number of options that have been discussed and included in recent submissions
to the Airports CommissionVe have simplified thgotential options to considerthree
scenariosummarised below

a1 Scenario ADo Nothing
1 Scenario BExpanded Heathrow Airport
1 Scenario CNew Hub Airport

3.3 The information within this section has been informed by a range of documents including
submissions to théirportsCommission.

3.4 We are aware of other proposals for expanding capacity, such as thosagom Gatwick
PANLR NI GKS LI ad al SFiKgAO1¢ 02y OSLIi 2F 2LIS
a high speed rail link, or the expansion of regional aifp@specially Birmingham. However,
we have not reviewed massessed these proposals st 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 existingone). 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 groattlother 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) Surfaceaccessibility to Heathrow is improved to some emtt as part of current
planned and committednvestments especially to the west (Western Rail access)
and by the completion of Crossl.

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

Pages
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3.6

3.7

3.8

Scenario 2: Expanded Heathrow Airport

The key features of this scenario are:

1)

2)

3)

4)

The building of a third runway to expante capacity at Heathrowor extra air
traffic movementswith associated new terminal buildings.

Consequent growth in air traffic at Hissow with additional destinations

No new hub airport development at other locations (although other existing London
airports will continue to expand)

Surface transport improvements (aside from those already committed), which
include Southern Rail Aceeas well as extension and tunnelling of existing roads

There are threeunway options that have been put forward by Heathrow Airport Limited
(HAL)in their recent submission to the Airports Commissidtor the purposes of our
assessment we have assum#tit the South West runway option is deliveredheoverall
assessmenof the long term impactén this report is not really sensitive to the option used
(although the proposediwo northern options would provide lessadditional effective
capacity but cout be developed more quickly).

Scenario 3: New Hub Airport

The essence of this scenario is as follows:

1)

2)

3)

4)

A rew hub airport for Londoiis developed at another location other than Heathrow

Surfacetransport enhancementsare madeto both rail and road connectits,
including a Central London Airport expressl link airport access roads, and
capacity increases to the M25 attte A2

In due course Heathrow closes as an operatlasmrport (it is accepted by the
proponents of a new London airport that there istnthe overall market and
demand to justify two hub airports and airlines would not migrate to a new airport
unless Heathrow is closed)

There is some redevelopment of the Heathrow site for alternative ysedably for
housingand some employment useslovever we have not assessed the economic
effects of these proposalfor 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/4¥.

* The TFL submission to the Airports Commission mentions the redevelopment of the formetddtajirport 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

3.10

3.11

The Mayor of Londonhas put forward three possible optioria his submission to the
Airports Commissiotio 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 ¢test;
expanded Stanstedirport. 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, thertg of delivery and

of course the accessibility of the new airport for residents and businesses in the study area
(Stansted offeringundamentallydifferent accessibilityo the study areahan the other two
options)

However, for purposes of ssessing th 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 Isl 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

The economic effects of the different scenarios arettfar 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 individuzave adjusted their behaviour. Assessing the
path of adjustment is much more complicated as:

1 The dates when facilities are open for business is far into the future and there is
inevitably significantuncertainty.¢ KS al @ 2 NRa LINR LI aslefoa | NB
Grain airport would be fully operati@h 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 prposed opening dates).

1 There is related uncertainty about when the proposeafaceaccess improvements
would occur They would need to be completed prior to new operations
commencing for either Scenario B arThese are outside the direct control of both
the Mayor and HAL.

1 There is uncertainty about howairlineswill react toexpandedfacilities @ Heathrow
or a new hub airportWould airlines have the same (or greater) desire to operate at
a new hub as thegurrentlydo at Heathrow? Would all the traffidhat wished to go
to Heathrow transfer to a new airport in the UK, or would some transfer traffic move
to other hub airports irEuropeor even Dubai?

Pagel0
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3.12

3.13

3.14

3.15

1 There isrelated uncertainty as to how businesses will respoid what point would
businesses reallpelieve that any new investment would happen? At what point
might they consider relocating (how many years before or after the openiray of
new UK hubairport for instance?)Anecdotal evidence is that larger firms who are
heavy users of international atravel are watching the debate on the future of
Heathrow with interest and that they might malkkeir decision to invest (or more
likely not to invest) well in advance of any actual expansion of closure of the airport.

1 Finally, there is the obvious poitftat although looking further ahead provides more
certainty on how far down the adjustmermtath we might be, it also means that
what the world looks like is less and less cleahe future shape of the global
economy, the role of technology impacting orethmount of business travehnd so
on.

Thepast and currenexperience of the development of new airports to serve major cities
such as Malpensa near Milan and thew (but yet to be openederlin Brandenburgifoort

to serve Brlin shows that the besald plans in terms of airline behaviour and opening dates
can gowrong 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 transpbprojects can stretch into several decades.

Given that current proposals are that new facilities will open by 2030 this might be a
reasonable date at which to do our assessmeétibwever, in practice the adjustment of
behaviour by airlines and especiallydinesses would take longer than thidany businesses
and some airlines would choose to wait and see how ogerations(and ground access)
work for a completely new airporperformedbefore making final investmentiecisions We
would expect the full effets to have materialised by 2040, assuming the facilities are
actually built when currently proposed under the scenarios.

Summary of the Scenarios

We summarise belowhe main features of the scenarios based on information in the public
domain. It is impaant 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 HALOur assumptions on activity under the differestenarios based on
recentsubmission to the Airports Commissiare set out inTable3-1.

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

| SIFGKNRG HAGK YR gAGK2dzi O2yaidNI vgwiagFd ¢KS
O2yaiN}XAYySR RSYIYR 3IAQBSY |1 SIGKNRsQa OdzNNBy i
given unlimited capacity. The difference between the unconstrained DfT forecasts and
{OSYINA2 . NBfFTGSR (2 (KS GAYAYy3 twenFotlelISYAy3
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 thegsegbtimeline.
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3.16

3.17

Table3-1: Overview oftraffic assumptionsby scenario

Scenario | Selected |Opening Passenger Air Traffic Movements Destimations
Proposal| Date Throughput (by 2040)
(mppa)
2030 |2040 Capazity Demand
(2030) (2030)
A: Do - - 82 87 480 480 90 long haul
Nothing (constrained by 46 short haul
capacity)
B: South 2029 83 117 740 570 130 long haul
Heathrow |West 56 short haul
Expansion |runway
North 2025 100 125 702 570
runway
C:New Isle of 2029 90 135 1,000 n/a 299
Hub Grain
Airport
{2dz2NOSY 1!'[ YR al&2N 2F [2YyR2yQa t NRLRAI f

Notes: HAL assume that there is constrained traffic growth of only 0.5% to 1% per annum until
runway opened. Growth is drivdey incremental increases in average aircraft size. Upon openin
HAL expect a 5% growth p.a. in passenger numbers for the first five years, representing some
recapture of demand. Thereafter a 2.4% growth p.a. in passengers is assumed.

Note: * mppamillions of passengers per annum

Table3-2: Department for Transport passenger forecagrappas)

2011 2020 2030 2040 2050
Heathrowunconstrainederminal
passenger forecast 69 87 109 135 170
Heathrowconstrainedterminal
passenger forecast 69 76 82 87 93
Difference 0 11 27 48 77

Source: UK Aviation Forecasts 2013, Department for Trangmntral case)

LT | SFGKNRgQEa OFLI OAG& R2Sa y20 AyONBIas

destinatins 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-keng flights.

Table3-3: Department for Transport dstinations served forecast for LHR

2011 2020 2030 2040 2050
Heathrow constrained 174 173 168 170 155
destinations served forecast
Source: UK Aviation Forecasts 2013, Department for Transport

SurfaceAccess under each Scenario

The table below sets ouhe proposed rail and road connectivity improvements included as
LI NI 2F St OK atGamporthidk té t€y and ditNiRgLikh bdtwieeh:

1 Transport improvements already planned and fundieav risk)
1 Transport improvements already planned and eadt in principle fundedmedium
risk)
Pagel?2
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1 New transport improvements that would be required and are not planiredny

detail or funded at presenthigh risk).

Table3-4: Overview of surface connectivitymprovements by senario

Scenario Rail Improvements
A-Do Nothing 7 Piccadilly line upgrades 1
1 Crossrail in 2019 will bring key London
locations (West End, the City, Canary
Wharf, and East London) into a 60 minu
catchment area to Heathrow.
1 Westan Rail Access by 2021 will provide
connections between Heathrow and
Slough, Reading, and the wider Thames
Valley.
1 High Speed Two: By 2026 HS2 Phase 1

connect Heathrow to the Midlands via a

new interchange at Old Oak Common.

In addition to the four committed i

schemes listed above there would be:

1  Southern Rail Accesskey catchments in
South and South West London, Surrey an
the South Coast.

1 Modifications required to the Windsor |

and Eton line due to relocation of the

resenoirs.

Central London Airport Express providin| |

high speedinks to key London

destinations (Waterloo, Riverside, Canal

Wharf, and London Bridge)

1 HSI1¢ HS2 link providing direct access to
St. Pancras, Old Oak Common and nort|
towards Birmingham.

1 Crossrail extensions from Abbey Wood \1
Dartford and Gravesend

91 Local rail connections to South Essex

North Kent and South East London

Cross London Airport Express to provide

high speed connectivity to Waterloo,

Riverside, Canary Wharf, and London

Bridge

1 HS1¢HS2 link to St. Pancras, Old Oak |
Common and onward via HS2.

9 Crossrail 2 extension northwards from
Tottenham Hale to vide an additional
rail alternative to/from central/ SW
London

9 Local rail connections to local areas sou
of the airport

{2dz2NOSY 1!'[ YR at

Note: schemesinedA (G € A O& |

B-Heathrow i
Expansion

GNew
Hub
Airport

Isle of |
Grain

Stansted |

e2NJ) 27F
NE 4KI G

[2YR2Y Q&
I NB du@ tolurkcértairfylofeRcodt

Road Improvements

None

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

New tunnel road link from
Terminals 13 south to link
with A30Q

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

Lower Thames Crossing
(LTC) collaboration with
DfT.

Capacity enhancements tc
the M25 and A2

Airport access roads
including new roads and
widening of existing roads
to provide access.
Capacity enhancements tc
the M25 and M.1.

LINR L2 & | €

and affordability at same time as delivery of committed HS2 and planning considerations

Pagel3

regeneris



3.18 It is impor@ant to note that the mw Hub Airport scenario relies on obtaining funding to
deliver the radicaburfaceaccesdransportimprovements that would be necessary for the
airport to be viable and attractive to airlines and passengers alike.

Constructionand developmentassumptions

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

Table3-5: Overview ofassumptionson the development procesfor each scenario
Heathrow expansion |Mayor of London
(South West runway) |(Isle of Grain hub)

Planning permission grantec 2019 2019
Construction period 2019- 2029 Phase 1: 2022029

Phase 2: 20262050
Opening date 2029 2029
Number of runways 1 additional runway of 4 new runways, 4,000m eac

3,500m

Totalcapital expenditure £17.6 billion| Phase 1: £47 billion, Phase 2: £21 billi
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 sudamiss
documents. This impact analysis disaggregates these figures and considers only airport and
access construction spend, excluding environmental and community construction spend.
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4. The Study AreaEconomy

Key Points:

 Thedwestern wedgé I Hadh economic outpubf around £137illion pa, which
represents about 10% of thehole UK economyltis one of the most productive part
of the UK

9 It has significant concentrations of télecommunicationkcomputing and other
knowledge based industries

Its workforce is onef the most skilled and qualified in the UK

There is a very marked presence of foreign owned firms, reflecting its success in
attracting high valudoreign investmentand headquarters of companies

1 The combination of accessibility @Sy G NI f [ 2y R2y 62y S 27
OAlGASavs G2 2yS 2F (KS gandid Rdge arfd highl S
skilled workforce living in a high quality environment is unique in a UK context an
European context

41 Thestudyaree G KAOK A& (KS F20dza 2F GKA&a NBLRNIQa

South East region aralsignificant slice of the London economy. The amebudesfour Local
Enterprise Partnership (LEP) areasBuckingharshire Thames Valley, Enterprise M3
Oxfordshireand Thames Valley Berkshir@ndthe part of London covered byest London
Business

4.2  Thisareahas beenreferred to by past regional planasi KS & ¢ S a i SgNgh itss SRIS ¢

positioning relative to London. It @ne of the most productiveraas of the country, due in
part to the concentration of higlralue, 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 M4Be A3 and theM3 and around the
western segment of the M25. All areas are defined by tipeaximity 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 differex@s between the five parts. The influence and relative
importance of Heathrow also varies across the study area

> A Chamber of Gomerce organisation representing businesses basedh& London boroughs of BrentEaling,
Hammersmith & Fulham, Harrow, Hounslow and Hillingddeathrow Airport itself is located largely in Hillingdon but
also in parts of Hounslow (and Spelthorne DisiricSurrey)
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4.5
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Source: Regeneris Consulting
Note: red ines showing western wedge igndicative only

A large and importantpart of the UKAAT T T 1 U8

The study area has a number ofkey economic characteristics, which support the
performance of the South East region as well as the WKany as a whole. The o
economic output of the area calculated in terms @G¥A totalled around £137 billion in
2011.This level ofGVAIs equivalent to70% of the total GVA of the South East regj@¥%6

of the South East and London combineii% ofthe Englandand 10% of theJKtotals.

The economic output of the western wedge is supported by a strong employment base. In
2011 there were a total o2.4 million jobs within the area, which is equivalent to 65% of
total employment in the South Ea80% of theSouth East and Loond combined, and 1%

of EnglandOver the past decade the area has seen an additiceradind 37,00 new jobs
which represents a growth rate in line with tinegional and national average
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b London Heathrow Economic Impact Stud

Table4-1: Totalemploymentand GVA 2011
Jobs 000s GVA £bns
Areas 2011 | %of England | 2011 % of England
o Buckinghamshire Thames 206 1% £11.8 1.0%
o Valley
< Enterprise M3 745 3% £41.0 3.6%
_-g 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%
OverallStudy Area 2,442 11% £137.3 12.2%
_ , London £283.0 25.2%
§ 5 South East 3,752 16% £192.3 17.1%
o< England 23,059 100%| £1,124.9 100.0%
Source: ABI and BRES
Note: ABI data has been adpad to be compatible with BRES dataset from 2008 onwards.

| EEGCEI U DOi AOAOEOA AAITTiuU8

The economy of the western weddghighly productiveGVA per person employgqatovides
an indicator ofproductivity. In 2011this measurewas£66,600 in thestudyarea, whichis 8%
greater than the output per person employed in both the South Ef6t,700) and 14%
above theEngland£58,2M®) average

Figure4-2: GVA per person employed, 2011
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Study Area Essex Kent South East England

Source: ON&nd BRES
Note: GVA has been estimated for Enterprise Mg average GVA per FTE for Hampshire CC and Surrey.
London Business has been estimated using average GVA per FTE for Outer London West and North Wes
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b London Heathrow Economic Impact Stud

4.8 A concentrationof highly qualified residents ia characteristicclosely associated withigh
levels of productivity.Using the2011 Censusve can compare wglification levels and
occupational profiles of residents across geographiée western wedge has a significantly
above average proportion of Hily qualified residents as well as those employed in
professonal and managerial occupations:

1 h@SNI I GKANR 6op20 2F GKS LI NIYSNEKALI | NB
Level 4 equivalent qualification or higher, compared to the national averag@%%f
and 30% in the South E&st

1 The study arealso has a higher proportion of residents employed in managerial and
professional occupations (38%) compared to the South East (36%) and England
(31%).

1 The overall level of skills is far higher than eitBesex or Kent.

Figure4-3: Proportion of residents qualified to NVQdvel 4 or aboveor in managerial and

professional occupations, 2011

40% -
35% -
= 30% -
i)
3
3 25% -
o
o
©
e 20% -
9
8 15% -
o
o
10% -
5% -
0%
NVQ Level 4+ Managerial and professional
B Study Area I Essex[ Kent m South Eastm England

SourceCensus 2011

Note: Resident proportions calculatédsed onCensu®011using population aged 1674.

Managerial and professional occupations are equivalemMi$5eCl 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 operatiorts 8

4.9 The economy of thestudy area has a particularsectoral employment struare of
knowledgebased industriesThere have been various studies conducted to date, which
highlight the high concentration of knowledgetensive activities in the westerwedge.
5Sft 2 A0 4SS QuhichN&ds&loNah Ampact area very similar to shely area, notes
i K lgiowthisectors in the knowledge economysphere and business services are thriving
in West London and along the M4 corridor into the Thames \Faley I RRAtheZE G K I G
odzaAySaasSa FNB AydAYl (St Bbgisithdnd dohectivilyzhrolgk S | NS
transport infrastructuré 6 LJdPmMT 0 @

4.10 The prevalencand clusteringdf knowledge based industries in the western wedge noted in
the literature is supported in the analysisrecentemployment data by sector. A number of
high value, knowledge based industries have high®liQshe western wedge, including
scientific research and development (2.3), computer programming and consulting (2.2),
telecommunications (8), advertising (2.2), and motion picture, video and television
production (2.0). Additionally, thadivities of head offices is also highly concentrated (LQ
equal to 1.5),supporting the view thattcompany headuarters are concentratedin the
western wedge.All these sectors are ones that are linkéa part to the presence of
Heathrow.

Table4-2: Top sectors in study area by location quotient and employment, 2011

Sector ranked by degree of specialisation LQ vs. Englanc  Employment000s)

Air transport 5.0 34.4
Extractionof crude petroleum and natural gas 4.1 23
Programming & broadcasting 4.0 10.5
Scientific R&D 2.3 26.4
Advertising & market research 2.2 335
Computer programming & consultancy 292 1158
Motion picture, video and television production 2.0 187
Teleommunications 1.6 30.3
Activities of head offices & management consultancy 1.4 75.1
Manufacture of computer and electronic products 1.4 155
Total employment in above sectors 3625
Proportion of total study area employment 15%

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

’ Deloitte, The Heathrow Phenomenon, Economic impact analgsistember 2007.

8 The location quotient (LQ) is a key indicator used to measure tred t¢ 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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4.13

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
aviatior?. 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 areal{able4-3).

Table4-3: IT and ommunication 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 dogv at 0.8 in Essex and 0.7 in Kent

Significant concentrations of employment in R&D andHigher
Education Institutions8 8

¢tKSNBE A& O2yaAiARSNIoftS SOARSYyOSs sKAOK ada3asSa
demand forinternational connectivity and the extent to which it partakes in knowledge

intensive activities. Ae Witty Repat, an Independent Review of Universities and Growth
highlights the importance of collaboration between universities and LEPs for supporting the

growth of key § Ol 2 NE @ uhiversitiesi arei #nang the largest, and sometimes the
largestSO2y2YA O SYGAdGASaE Ay (GKS [9taAQ | NBFa wX8
2T SO2y 2 YA @5 WRidersifids bravislé valuable research insights, which help to

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

As such, it is important to understand the presence of HEIls within the study area, as well as
knowledgeintensive sectorsincluding advanced manufacturing as well as professional and
business servicedVhile these sectors are reliant upon HEls as smufor the knowledge

input they require, as the sectiombove 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-judime delivery using air

freight, service sectors have an equally high demand for air transi@milarly R&D
AYyiuSyaAr@dS 3INRBgGK &SO02 MEed tokaDik tolck withJktesNI | O S d:
NBaSI NOK A yand3ig/ reqiiife Ztyohgt libk® texternal markets and sources of
knowledge®®

° Discussion Paper 02: Aviation Connectivity and the Economy

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 Universitye of the top ranked universities in the world
for research the area hasurrey, Readindgroyal Holloway University of Londand Brunel
UniversitiesIt also a number of important research institutes and centrEsmnovationsuch
as Harwell, STFRutherford Appleton Laboratory, Surrey Science PRitgright Institute
and theCulham Centre for Fusion Energy

A Srong Presence of Foreign Owned Firms 8

4.15 The area surrounding Heathrow i@me to a large number of foreigmwned enterprises.
These firms have clustered around the hub airport in order to take advantage of the
connectvity benefits of being in close proximity to the international hub, which can
efficiently connect them to their home country as well as other international locatidhis
fact is evident when comparing the distribution of foreign firms in the ThamesyMallthe
rest of the UK; there are 50% more European businesses, 100% more US businesses, and
260% more Japanese businesses located in the Thames Valley.

Table4-4: Foreign enterprise aunt, employment, andturnover, as a % ofdtal

Enterprise Count Employment Turnover
Area No % | 000s |%total | (Ems) %
total total
Buckinghamshire Thames 360 | 1.4% 455 20% £11.1| 35%
Valley LEP
] Enterprise M3 LEP 1,195 1.7% 2058 24% £69.0, 47%
% Oxfordshire LEP 405 | 1.5% 422 13% £10.0| 32%
Tg Thames Valley Berkshire LE 945 | 2.7% 1398 25% £48.2| 44%
2 West London Business 1,195(2.1% 2113 25% £43.8| 32%
Study area 4,100 |1.9% 644.6 23% £182.2| 40%
Study arain South East 2,905 1.8% 433.3 22%| £1,138.4| 43%
Essex 395 | 0.8% 57.6 11% £20.6| 35%
§ Kent 425 1 0.9% 49.5 11% £12.3| 25%
§ All South East outside study 1,725 /1.0% 324.1 17% £108.7| 40%
@ area
] South East 4,630 |1.4% 757.4 20% £247.0| 41%
g London 8,405 | 2.5% 835.1 17% £808.4| 48%
O |All outer London 1,845 |1.2% 285.8 16% £92.6| 33%
England 22,550 1.3% 3415.1 14%, £1,5348 | 37%

Source: ONS: Count, Employment and Turnover of VAT and/or PAYE based Foreign Owned Enterprises,
Note: the total employment for the study area from this data sourc27®m whid is higher than that ifable
41

" Heathrowc 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 accoud0$arof 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
YI1S | t£FNBS O2y(iNAROGdziA2yuti2 GKS adGdzRe | NBI Q:

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 showralile4-4. The key

points are:

1 The part ofthe South Easin the study area ha22% of its employment in foreign
owned enterprisesthe rest of the South East hdg%(and Kent and Essex both
11%)

1 The West London Business area 6% of its employment in foreign owned

enterprise, the average for Londaml17% ad for outer London 16% (or just 8% for
all parts of outer Londonot in the West London Business area)

1 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

a Above 40%: Hillingdon, Slough, Spelthorne, Woking
a 30% to 40%: Hounslow, Rymede (Sumy), Bracknell Forest

u 25% to 30%: South Buckinghamshire, Wycombe.
Concentration of Company Headquarter8 8

4.18 The connectivity bené@b, which support the cluster of foreign owned firms around
Heathrow havealso led to a large number of company headquartesatingin the area.
Research published by HAL found that when ranked by turnover, 202 of the top 300
companies in the UK havehaadquarters within a 2Bnile radius of Heathrow.

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 headquars located in the South East and 14% of all those located in
EnglandTable4-5 below shows that the studyarea has a LQ of 1(@r jobs in HQs a&r70%
more common than averageyvith all local LEP areas havingamncentration above that of
the national and regional level.

12Airports Commission Discussion Paper 02: Aviation connectivity and the economy, response by HAL (April 2013)
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Table4-5: Concentration of lradquarters, 2011

Jobsin HQY000s) LQ

Buckinghamshirefames Valley 2.2 1.3

o Enterprise M3 9.2 16

& | Oxfordshire 3.3 1.3

§ Thames ValleBerkshire 7.5 2.1

- West London Business 111 20
Whole studyarea 331 1.7

5 Essex 17 0.4
g § Kent 2.9 0.7
E South East 37.9 1.3
8 England 1795 1.0

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

Attracting significant] AOAT O T £ )1 OAOT ACET T A1 41

420 DAOGSY | SIFIGKNRsQa NRBRfS Fa (GKS !'YyYQa 2yfeé Kdzo
supports international tourism at the national level as well as within the study aiea Civil
Aviation Authority records international passenger data by airport, which can be used to
understand the proportion of international terminal passenger trafflows through
Heathrow. Last year, 36% of all UK international terminal passengers arrived through
Heathrow and 67% of the total arrived through a London airpadstTable4-6 showsover
half of all internationapassengers 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 wigkr comparator areas.

Table4-6: UK terminal passenger traffic byirport, 2012
International terminal passenger | Tadal terminal passenger

traffic 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 24 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 Paxaffic, International and Domestic, 2012
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4.22

4.23

Overall, thetype of tourists within the study area and their relative contribution to the local
economy differfrom the national averageWithin the study area, the two types of tourists
which attract the largesproportion of visits, nights, and spend are VFR (visiting friends and
relatives) and business. The higher proportion of business tourism refleethumber of
business headquarters and foreign firms located within the study arbae. table below
shows theabsolutenumbers represented in the figure above.

Table4-7: International tourism contribution by pirpose, 2012

Business | Holiday Other Study VFR Total

Studyarea
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 (Emillion) 360 240 80 110 380 1,160
“\g % Visits 11.0% 6.3% 47% 10.9% 12.9% 9.3%
Z’:’ o 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 (Emillion) 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(Emillion) 4,080 6,400 1,100| 1,220 3,460| 16,260

Source: Office for National Statistics, International Passenger Survey, 2012
The data suggests that the proximity to Heathrow contributes to the important of business

tourism in the study area, but that s not a major factor explaining or driving leisure
tourism.
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S.

5.1

Current Economic Role of Heathrow

Key Points:

9 At present Hathrow Airport supports about 7800 FTEobs both on ad off-site and
createsdirectly about £3.6hillion in GVAthe great majorityof the workforce(around
80%) live in the study aae

9 The direct employmentn and offsite at Heathrowitself accounts for around 3% of
all jobs in the study area (@roundl inevery 33jobsin the ared.

9 The total wages and salaries of these restdeamployed by activities at Heathrow is
£1.6 billionwhich supports further employment via local spending effects

9 Across the UKhe airport supports a further 4000FTHobsand £.5 billion in GVAia
its supply chain; we estimate that between 35% &@b&o of this occurs in the study
area(around £12 billion).

9 The total contribution to economic activity in the study area by the activities at
Heathrow Airport is of the order df23,000FTHobs and 6.2 billion in GVA

This representaround one in ever20jobs in the study area

In the regionof a further170,000to 230,000 jobs in the study area appear to be a
significant degree linked to proximity to Heathrow; thismberof jobsare therefore
potentially at risk were Heathrow to close.

1 The businessurvey carried out highlights the importance of Heathrow to mimgs
either because they supply goods and services there or because they use it for tr

A major enployer and producer of economic value ints own right

Heathrow is a major economic nedthe most significant single economic location in the UK
outside major city centregreating significant economic impacts in three main ways:

1 Direct on site(and off site)impacts these relate to those jobs (and GVA) impacts
which are created directlpn the airport siteand those relating to those jobs (and
GVA) impacts which directly and solely relate to the airport but which are located
outside the airport boundary.

1 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.

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

indirectly on the operation of the airport leads additional benefits. These are
often referred to as salary related impacts.
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5.2

5.3

54

Significant levels of employment ossite at Heathrow Airport

The activity that takes place within thdeathrowAirport Operational feadirectly employs
56,000 residents wthin the study area This is equivalent to 84 of the total Heathrow
workforce. While employmentat Heathrow accounts fojust over 2%of the workforce

aaoss the study area as a whole, it represepasticularlylarge proportions within certain
areas, sulc asthe Thames Valley Berkshikd&=P areandthe West London Businessea (4%

of total employment)

The direct GVA contribution of all the current activity at Heathrow and the immediate off
site activity is around Z6 billion. This is equivalent t8.6% of the total GVA supported by
the study area economy.

Table5-1: Residents withinstudy areaon-site employmentHeathrow (FTE}p
Residents working at| % oftotal Heathrow | % ofrelevantarea

Heathrow(000s) workforce employment
Oxfordshire 0.6 1% 0.2%
Buckinghamshire Thames 21 3% 1.0%
Valley
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%
Otherareas 13.6 19%
Total all area 69.7

SourceRegeneris calculations based 2008/9 Heathrow Employment Survand Census 2011
Note: Heathrow employment presented as ftithe equivalentdFTES)

Direct onsite employment is split across a range of activities and employershasn
below.

Table5-2: Heathrow onsite employment and employers by activity

EmployeegFTES) Businesses
StudyArea Total Heathrow Workforce

PermanentOnly PermanentOnly

000s % 000s % Nos. %
Airlines/Airline Handling 34.7 62% 42.2 62% 80| 27%
Agents
Government Services 1.7 3% 2.0 3% 10 3%
Heathrow Airport Limited 4.9 9% 6.0 9% 0 1%
Catering and Retalil 4.1 7% 5.0 7% 80| 27%
Other Public Passenger 5.5 10% 6.7 10% 50 17%
Services
Cargo/Freight/Couer 0.6 1% 0.7 1% 10 5%
Services
Building & Maintenance 15 3% 1.8 3% 40| 13%
Contractors
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, Septembangtié&atiow
Employment Survey 2008/9

Note: Heathrow employment presented as ftithe equivalents Total employee figure differs slightly
from Table 51 given respondent numbers of Heathrow Employment Survey 2008/9.
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The direct employment effects of Heathrovalsooccur off -site

5.5 Heathrow airport (as with other airports) is also responsible for significant levels -sfteff
employment. This direct o§ite employment includes activities in businesses directly and
solely related to the operation of Heathrow but Ided outside of the Airport boundary.
These activities include:

i Airport hotels;

1 Parking and car hire;

1 Freightagents;

1 In-flight catering activities; and,
1 Airline/aviation services.

5.6 Optimal Economickavecalculatedthe direct off-airport employment redted to Heathrowis
around 7,000 FTBbs. Weestimated the amount of the direct ofkite employmentamongst
residents otthe study aredo be around5,70 FTE jobs.

Table5-3: Estimate ofdirect off-airport employment within study aea (FTEp

Total drect off- Assumedamount taken % of total
airport employment | by residents within | direct off-airport
at Heathrow(000s) study area(000s) employment

Airlines & @line support 0.8 0.7 12%
services includingin-flight

cateling)

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 28¢&h&is Consulting
adjustments.The results are based upon a telephone survey oftignesses out of a total
population of 441 firms thought to contribute towards direct-affport employment. The report
assumes that direct off airport employment will be restricted to the local authorities in the
immediate vicinity of the airport i.eHillingdon, Hounslow, Spelthorne, Slough and Ealing.

Note: Heathrow employment presented as ftithe equivalents

5.7 Therefore thetotal level of direct employment supported byeathrowis around 77000FTE
jobs (69,700 onsite and 7,000 offite) of whicharound 62,00Qor 81%)are taken by those
living in the study arealhis offsite airport activity makes a furtheontribution to GVAwe
estimae that this of the order of £0.8Billion™.

13Assuming the same arage GVA per FTE employee as with direct on site employment
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The local economyalsobenefits from employee spend

5.8 Applying déa from previous surveys we estimate that thatal wages and salaries bill for
those directly employed bifeathrowon and offsite is £20 billion™* of whichan estimated
£1.6 billion is paid to residents of the study area (before takXhis results in ghificant
benefits for the local economy through the local expenditure of these employees
businessescross thestudy areas. This multiplier effect which creates additional jobs and
GVA impacts (and which is known as induced employment) is considenedréndetail in
the next section.

Table5-4: Estimatedgross wages andsalariesfrom direct Heathrow employment
Onsite employment Off-site employment Total offsite + onsite
Total Total Total Total Total Total

Employees| Estimatel | Employees| Estimated | Employees| Estimated
(000s) Salaries £m (000s) Salaries (000s) Salaries

(Ems) (Ems)

Buckinghamshire 2.1 £55 0.2 £6 2.3 £61
Thames Valley

Enterprise M3 9.7 £253 1.0 £25 10.6 £279
Oxfordshire 0.6 £17 0.1 £2 0.7 £18
Thames Valley 18.4 £482 1.9 £48 20.3 £531
Berkshire

West London 25.3 £664 2.6 £67 27.9 £730
Business

StudyArea 56.1 £1,471 5.6 £148 61.8 £1,619
Allat Heathrow 69.7 £1,826 7.0 £184 76.7 £2,010

Source: Regeneris calculations based on Optimah@micySeptember 2011)
Employees presented as Faiftl based on an assumed average salafy26f200derived from the
Optimal Economics study

Many firms are dependent on( A A O E Suipply&ltain

5.9 The operation of Heathrow airport supports additional {redt) employment elsewhere
through the purchases of goods and services by the companies providing direct
employment. Heathrow airport actively pursues initiges which support local suppthain
RSOSt2LYSyd &adzOK Fa WaSSi th# e impmd $ithRtheS Sy G 4 3
local area is significanfThe Hounslow Economic AssessmeAtdust 2011 for example
states that some 145 per cent of businesses have some form of supply chain link to the
airport accounting for as much as 20 per cent of emgpient in the Borough of Hounslow.

“Heathrow Related Employment, Optimal Economics Ltd (September 2011)
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5.10 Thereare variousestimatesof the value of the supply chain linked lteathrow

i At a UK level the most recent estimate is that the Heathrow supply chain supports
40,000FTHobsand supports£2.5bn in GVA

1 Across tie whole of Londorthe estimatesare 47% of the total UK employment
effects (0r19,000FTHobs) and £1.4n in GVA

1 In the immediate local area around Heathrow (whiishdefined asHillingdon,
Hounslow, Ealing, Slough and Spelthdritiee estimates are 25% fototal UK
employment effects10,000FTEand £0.Bn in GVA,

5.11 There is no data on the exact size of the supply chain and its economic role in the study area
though t clearly falls between 25% and 100% of the UK total. The supply chain effects are
more Ppread throughout the UK than the employment effects, but with some degree of
concentration in the surrounding area (thiocal ared as defined above has 44% of all
Heathrow employees living in it but 25% of indirect employment). We have assumtu:for
purposes of the modelling that currentlyetween 35%and 45% 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 #tady areas reiterates the fact that may
firms are dependent on Heathrow Airport for their business. Overall, 4% of firms indicated
that their main customer base is located at Heathramd 26% of firms indicated that they
supply Heathrow buit wasnot their maincustomerbase.

A very large oerall economicinpact

5.13 The currentoveralleconomic footprintis summarised i able5-5 and Figure5-1 below. To
put these numbers into contex

1 The estimated total GVA contribution equatesAtd%of total study area GVA

1 The total contributiom to study area employment 0% orroughly 1 in  jobs.

> Source: Optimal Economics, 2011
18 source: Optimal Economics, 2011

" Based on taking the ratio of indirect to direct emplogmt 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
AYYSRAFGS 20Kt FNBF LXdza mm: gKAOK Aada (KS gK2tS addzRe
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5.14

b London Heathrow Economic Impact Stud

Table5-5: Currenteconomic mpactof Heathrow Airportin the study aea, 2011

Type of Impact

All jobs (000s FTES)

All GVA (£ billions)

All UK Study | % of study | All UK | Study % of study
area area totaf area area totaf

Direct economic impacts 76.7 76.7 3.1% £3.6 £3.6 2.6%
(on and off site)

Indirect impacts (via supply  40.0 18.0 0.7%| £25 £1.2 0.9%
chain purchases)

Induced impacts (via 69.5 28.4 1.2% £3.6 £1.4 1.0%
multiplier effects)

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 wa&l37 billion in GVA and 2,440,000 employ€Rsese
estimatesexcludeany catalytic impacts or indirect productivity impacts on study area buseses

Figure5-1: Current economicdotprint of Heathrow inthe study area

Heathrow

Activity

A 70 m pax

A 1.56m
tonnes
freight

Direct Economic Effects

A £3.6bnin GVA

A 76,700 direct on and off site
FTE jobs

A £1.6bn of employment
income (before tax)

Supply Chain Economic
Effects

A £1.2bnin GVA

A 18,000 FTE jobs

Induced Economic Effects
A £1.4bnin GVA
= A 28,400 FTE jobs

Total Economic
Effects in Study
Area

A £6.2bnin GVA

A 123,100 FTE
jobs total

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

Impact on Location and Productivity

Of coursethe impacts assessed Trable5-5are2 y f e
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 thidy area Thereis 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:
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5.15 There i

A literature review of the longerm impact of connectivity on productivitifhe ratio

of output to inputs)suggests that the impact of a 10% increase in connectivity
(relative to GDP) on productivityange from 0.07% (IATAY.56%(OEF} or 1.3%
(EEC) or

Research carried out for EUROCONTROL based on 24 European countties for
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 yieahe study perioccompared to only 2%

a year GDRrowth. The study found that air transport usage contributed just under
one third of growth in European business investment and annual average growth in
business ingstment was 0.6% points higher over the last decade than it would have
been had air transport usage grown no faster than EDP

s unfortunately rather less specific information about the role of Heathrow for the

study area. Our review of existingsearch and information indicates that:

T

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 caoegp&o one in four
companies (26%) in the &K

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

O2dzyiASa Oft2asS G2 | SFIKNRg NBIFNR | SI KNP

their organisations. In the wider south eastErigland, Heathrow is still regarded as

WHAGEEQ 2N WOSNE AYLENIFIY(diQ 68 Y2NB GKIy

companies elsewhere in the UK.

202 of the top 300 companies in the UK are clustered within a 25 mile radius of
Heathrow. Compared tthe UK average, the Thames Valley*has

i 50% more Europeatompanies

1 60% more foreign companies

1 100% more US companies

i 260% more Japanese companies

By 0 @2rA Oa
PaekS 90
2002.

2F L ANLRNI 9ELI yaAz2yé oé6uHnmo0OX /9 5Sf7Fi

2y2YAO /LGl fediAd 9FFSOGa 2F ! A NODEFNEURGCOMTRAOL, July 9 dzNE L

05902y2YAO /2y (iNRGdziA2Y 2F ! GAl GA2Y LY¥RdEAGNE Ay GKS ! Yé

21Airports 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 stadya economy the wider importance
of Heathrow.The area around Heathrow, especially in West London and the Thames Valley,
accounts fora strikinglyhigh proportion of headquarters and foreign owned firnThe high
correlation of relative importance ofemployment 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 pbiebka
at risk in the study area by considering the difference in the proportion of jobs in foreign
owned enterprises tsimilarother locations not as close to Heathrow.

1 At a broad brush level taking the benchmamoportion of employment in foreign
owned businessegor West London Business area and tloeir LEP areas the
South Eastas 172 (G KS GSEGNI b SyYLX 2eyYSyid | aaz2o0hl
number of jobs in foreign omed firms wold be 170,000 (or 6% of all jobs in the
study ared’).

1 Using a iher grained analysis that only considers those districts where the
percentageof employment is in foreign owned businesses is above the benchmark
average the total figure is somewhat gher at around 230,000 jolqer 8.3% of all
the employment in the stdy area.

5.17 This analysis imdicative only as it does not prove causality.eMertheless we believe it
LINE GARS& || NBlFLaz2ylofS FaaSaavySyid 2F GKS 2NRSI
to shut down (not immediately but over several decades). Thametwo caveats to this
assessment:

1 First, by only looking at foreigonwned firms it ignores the potatial impact of
connectivity at Heathrow orthe location choices of UKwned firms. These firms
account for thef A Zhafte &f employment (77%) in the diyiarea Within this total
there aremanyUKglobal firms with imporant headquartersor otherfunctions near
Heathrow that could choose to locate all or part of these functionsvetege (in the
UK or abroad in some cases). In addition, over the nextd#edds reasonable to
assume that asignificant proportion of firms that are currently bned may
become foreign owned.

1 Second, counteracting this is the fact that a significant proportion of the
employment at Heathrow itself and in the supply chairiniSoreignowned firms
(especially airlines). Themmay be double counting between these estimates of
I SI U K WiBegraléi and the earlier estimates of employment at Heathrow. The
potential scale of this double counting is indicated by the fact that agob0,000 of
the total jobsa | i avdhaktliafly inthe London Borough of Hillingdon (where
Heahrow is located). &en ifall these jobs were excludedhen the number of jobs
G I ] ©Nidiforeigrowned firmswould be120,000 to 180,000

2 By coincidence the same shares occur in the rest of the South East not in the study area and the whole of London

% The figures quoted are Isad on the study area employment on a like basis based on the data Tabia4-4 which
suggests that total employment is 2.79m. The data for 2011 based on BRES suggests total study area employment is
2.44m, on his basis the percentage share of total employment would be higher
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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 dowpplying the aveage GVA
per person employed for the study area (£66,600 in 2011) suggests that these jobs could
represent of the order o£11 billion to £15 billion in GVA. This may underestimate the GVA
at risk as jobs in these firms using Heathrow are likely to bequéatly productive.

Results from the Business Survey

5.19 Regeneris Consulting carried out a wedsed survey of businesses ovrgust 2013 with
the assistance of the client partners. In total 464 responses were rec@vedound 2%of
all the firms potenially available to participate which is not unusual for these types of
surveys which are not specific to a service or benefit a business has recdikedlesults
from this survey are indicative onlgs it is likely that those firms responding are thesost
exercised about Heathrow. ®Vtherefore cannot grossip to the whole population of
businesses based on this survey

5.20 Firms within thestudy area wereasked abouthe overall importance of air travel to their
operations. Half of all respondents (49%)teththat air travel is either essential or very
important to their business. Conversely, 28% noted that it is not very important.

Figure5-2: L YL NI F yOS 2F | ANJ GNI @St (2 FANKVA!
35%

30%

25% -

20% -

15% -

10% -

5% -

0% -
Essential Very important Important Not important

Source: Regenmis business surveBase: 462

5.21 The business survey also looked to understand the particular importance to businesses of
locatingin close proximity to Heathrow Airport itself. Of the 464 firthat responded to this
qguestion over half (52%) reported thaHeathrow was important (response 4) or very
AYLRNIFY(d ONBaLRyaS pherdfore, ainsngst dNivey kedpyn@eints 2 LIS NJI-
there is a significant proportion of businesses whose performance is directly linked to the
use of Heathrow.
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5.22

Figure5-3: L YL2 NI I yOS 2F | SI G Kbi®estori 2 TANXYAQ

All Sectors

Transport, storage

Airlines and aviation service
Manufacturing

Scientific and technical

IT or communications
Construction

Hotels and catering

Business services
Other

Wholesaling or retailing

Public sector or charity

Financial services

m Very & Fairly Important

m Very Important
| | |

0% 20% 40% 60% 80% 100%

Source: Regeneris business survey
Base: 464

Thesurvey also looked to understand what the impact would be on local firms if Heathrow
were to closeOf those businesses who responded to the surthey 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 tidy sirea or
relocate altogether. iRally, a small number (4% or 17 firm@)dicated that they would
relocate outside of UKaltogether We have also reviewed the responses by company
characteristics and drawn the following conclusions:

1 The extent to which firms supplyeldthrow 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 2480 would experience a
significant impact where they do not supply Heathjow

1 The sector where the biggest impacts would be felt are aviation and
transport/logistics (as would be expected) but also IT/communications

1 Firms operating or owned internationally were much more likely to consider the
potentialimpact to be very significd (37%) than those essentially UK based (25%)
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Figure5-4: Impact on businesses if Heathrow were to clod® size of firm

40%

35%

30%
25% ~

20% -

15% -

10% -

5% -

O% 1 T T T
Under 50 50 to 250 250 plus
Number of Employees

All

m Slightly reduce the scale
of operation

m Substantially reduce
scale of current
operation

m Relocate closer to any
new hub

Relocate outside of the
UK

Source: Regeneris business survey
Base: 464
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6. Future Direct, Indirect and Indued Impacts

T

Key Points:

The timing and path of adjustment to thmtential 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 woulgrovide somenodestdirect benefit to the study ar@as
some of the employees working there would continue to live in the study area anc
some suppliers would continue to service businesses at the new airport.

The process of adjustment and relocationtgelf will be costly for the businesses an
individuals involved.

Compared to the damothing scenario,hte expansion of Heathrow would be likely to
lead to of the order 083,000 extra jobs by 2040 an@®4 billion pa in GVAThe
differences in impacts b$030 would be much lesss there would be onlg modest
difference in traffic levels by then

Compared to denothing thecreation of a new hub airportoeild see a fall oéround
105,000jobs andE8.1 billion pain GVA by 2030.

Compared to an expanded Hbeow, the creation of a new hub airport could see a f
of around120,000jobs and £12.5 billion pa in GVA by 2040.

The actuahet impactson the study area economy will not be as large as these figy
suggest There will be labour market adjustment amdowding out effects from such
shifts in employmenti(e. Heathrow related jobs will to some degree be replaced by
alternative jobs locally or by increased exdmmuting into other parts of ta London
and South East economy)

The construction impacts éfeathrow expansion could be of the order of 20,000 jol
over a 10 year period and a new hub airport of the order of 40,000 jobs over a 20
period. Both scenarioswould offer opportunities to the residents and businesses in
study areaalthough thes would be greater for the expanded Heathrow scenario.

6.1 This section sets out the followirigture impactsfor the three scenarioby 2030 and 2040

T

Direct on site (and off site)impacts these relate to thosgobs (and GVAmpacts
which are created dirdly on the airport sitethose relatingto those jobs (and GVA)
impacts which directly and solely relate tle airport but which are located outside
the airport boundary.

Indirect impacts the operation of airports supportsdirect employmentthrough

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

These are also known agpply chain impacts

Induced impactsthe local expenditure of people whose jobs depend directly and

indirectly on the operation of the airport lead® additional benefits. These are
often referred to assalary related impacts
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6.2

Complex set of factors influence changes in scenarios

A number of factors will affect the way in which the scale and location of the economic
F220LINRA Y G T NER Yort WilkckaRge if thé studlydatea: I A NI1J

1) The scale opassenger (and freight) activitypt Heathrow or a new hulg this
depends onboth the latent (unconstrained) demand for air travel, the speed with
which airlines adjust their routes and behaviour once new capas provided and
of course the behaviour and activity at other competitor airpprespecially hub
airports in Europesuch as Paris Charles de Gaulle, Amsterdam Schiphol and
Frankfurt

2) Change in theproductivity of airport operations in the future. Cetainly at
Heathrowthe historicevidenceis that the growth in employment at the airport does
not rise in line with passenger (or freight) numbdraitherover a period of decades
there is aproductivity effect, wherebya smaller number of jobs are supped per
million pax.There are several reasons for this: the move to larger and reffigent
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 ter
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 fo
improved productivity.

Nevertheless, to ensure consistenaf/this assessment we have applied the same
productivity assumption1.5% change p& 2030 and 1.0% pa thereafleto the

new hub as to an expanded Heathraand donothing scenario(i.e. the sane
number of passengers would support the same number of jobs th@&tas 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 thefall in employment per unit of airport activity does not mean a fall in GVA
per unit of activity. We have therefore assumed, conservatjiviigt GVA per
employee in direct, indirect and induced activities rises by 2% per annum in real
terms over the saméme period.

3) The location of the workforce As we have seenaround 80% ofl S| G KNR ¢ Q&
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 timewe would expect travel to work patterns to adjust so that practically all
those working at a new hub airport would live outside the study argame
activities, such as a number of the airport hotels, might remairthe vicinity of
Heathrow but reorientate their business away from airport traffic.
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6.3

6.4

4)

The shifts irsupply chain patternghat would occur with a new hub airport. This is
one of the transitiorprocessesvhichis hardest to call. There are some businesses in
the supply chain that need to be clto 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 dohawe to be in
immediate proximity to the airportMany 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 theyay be there for otherreasons
discussed in the next section. As a minimum weuldoexpect the supply chain
located in the immediate local area to Heathrow to have to relocate (25% of the
value of the overall UK supply ch&am2012), leaving probably as little as 10% of the
supply chain still located in the study area.

It should be oted 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 empl@yeks

the supply chairdor the purposes of our assessment: a rapid change 2025 to 2030 and then
a more gradual process of adjustment.

Figure6-1: Possibleadjustment processfor the study area if Heathrow ilosed

90

0]
o

m Workforce place of residence

o

o~
o

m Suppliers -

al
o

% located in study area

2025 2030 2035 2040

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

The description above highly simplifies what would be a very comptexess and,
importantly, a very costly process. The transition costs would include:

1

Recruitment andetrainingof large sections of the workforce working directly at the
new airport, but also in the supply chain

Relocation costs for those choosing to cdte

Disruption to businesses moving from west of London to east of London
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6.5

6.6

6.7

6.8

1 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
infrastrugure).

Summaryof Operational Impacts

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 refati to the factors discussed abov&he
employment impacts supported under each scenario have been presented as FTE jobs.

By 2040, it is estimated that the number of direct jobs supported within the study area is
highest under the Heathrow expansion scenatn this scenario, a total of around 900
direct FTE jobs will be supportechughly 70,00 of which are likely to be taken up by
residents of the study arebased on current travel to work patterngicluding supply chain
(indirect) and induced jobsa total of around 13000 FTE jobs within the study area are
likely to be supported by the expdad Heathrow.This compares to a total @fround 8,000
FTE jobs supported in the study area under the new hub airport scenario.

When comparing impacts 2040to those in2030Q it is important to note that the decrease

in employment for the denothing scenario i® consequencef the assumedincrease in
productivity coupled with the constrained passenger capacity. In other words, the number of
passengers that anjob can support increases (increased efficiency) but the number of
passengers remains relatively constant due to the constrained capacity.

Table6-1: Employment mpacts for senariosby 2040and 2030 (all 000sFTEs

A-Do Nothing B-Heathrow CGNew Hub Airport
Expansion

Study Total Study Total Study Total

Impact Impact Impact | Impact Impact Impact

Area Area Area
Direct Jobs 65.9 65.9 88.5 88.5 0.0 102.2
Of which taken by study are: 53.4 0.0 717 0.0 51 0.0
residents
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 calculatioased on @timal Economics Study

Notes:* Indirect impacts captured within the study area were calculated using albighiange, which adjusts
the ratio used in the Optimal Study as well as a consideration of study area GVA as proportion of total UK
high scendo assumes 45% (low scenario assumes 35%) and is presented above.

As we assume that real GVA per empleyises by around 2% pa, this offséfie impact of a
rise in productivity and so the level of GVA supported by Heathrow rises in real (Ehes.
GVAImpacts of the three scenarios show a simikgative change between scenaritssthat
of employment impactsNote: we cannot compare these estimaef GVA to current study
area GVA as this will have also grown in the interim.
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6.9

6.10

Under the Heathrow expaitn scenario, it is estimated that in 2040 the direct on and off
site activities would support A8 output, with an additional £6n within the study area
supported by supply chain (indirect) and induced activifigge output supported within the
study arex under the new hub airport sceriaris significantly lower (&), which is a
reflection of both the direct and supply chain activities that welocate out of the study
area.

Table6-2: AnnualGVA impacs for £enariosby 2030 and2040, £ billiong2011 prices)

A-Do Nothing B-Heathrow Expansion | GNew Hub Airport
Study Total Impact Study Total Study Total
Impact Area Impact Area| Impact Impact Impact
Area

DirectGVA £6.2 £6.2 £8.3 £8.3 £0.0 £9.6
Indirect GVA £1.8 £3.8 £25 £5.2 £0.6 £6.0
InducedGVA £2.0 £3.7 £2.7 £5.0 £0.4 £5.8
Total GVA 2040 £10.0 £13.7 £135 £185 £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 OptimabBonStugt

Note:* Indirect impacts captured within the study area were calculated using albigliange, which adjusts
the ratio used in the Optimal Study as well as a consideration of study area @yoasrtion of total UK. The
high scenario assumes 45% (Iseenario assumes 35%) and is presented abdieeassume a 2% pa rate of
growth in real GVA per employee over the period from 2012 onwards

Differences between the scenarios

We have summarised below the differences2f)80 and ther2040between thescenaros.
This shows that:

1 By 2030 the closure ¢ieathrow would lead to the loss owver 1®,000 FTE jobs and
£8 billion in GVA

1 By 2040 the closure of Heathrowuld lead to a loss of between 90,000 to0]@200
full-time equivalent job% linked to the activitiesit Heathrow, their supply chain and
multiplier effects, or the loss of £9 billion to £125 billion in GVA in the study
ared”.

1 By 2040 the expansion okldthrow could support an extra3300 FTE jobs and £3.4
billion in GVA compared to the do nothing sa€o.

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

% Note: the GVA figures cannot be compared te fhture study area GVA as they assume real productivity growth and so
are not comparable with the present day figures
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6.11

6.12

6.13

Table6-3: Differences between scenarios in the study area

Type of impact Expansion compared to| Expansiortompared to | Do Nothingcompared
Do Nothing New Hub to New Hub
000s FTE | £ billions | 000s FTE| £ billions | 000s FTE | £ billions
jobs GVA jobs GVA jobs GVA
Totalin 2030 +2 £0.2 +105 +£8.3 +103 £8.1
Totalin 2040 +33 £3.4 +121 +£12.5 +88 £9.0

Source: Regeneris consulting calculations

Note: We assume that real GVA per empdeyises by around 2% pthis offset the impact of a rise in
productivity and so the level of G\p&r workerrises in real termsWe cannot compare these estimate of GVA
current study area GVA as this will have also grown in the interim

Crowding Out and Gross and Negffects

The high level differences between the scenarios are that the contribution to the study area
GVA and employment base will be incredhdsy Scenario B compared to Scenario A and
there would be a dramatic fall in the economic contribution from a hub airporder
Scenario C if Heathrow closes.

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 adinfityin the

study area and elsewhere (especidllgndon). This is undoubtedly the case awda 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
slackleft by Heathrow both in labour and land use terms (as the Heathrow site igsed)

we expect theadverseimpact on business location decisioimsthe study aredo start to
become more significant (see next section).

Summary of Construction Impacts

We have attenpted to assess the likely economic impastemming from the extra
constructionactivity associated with eadtenariousing a broad brush approach

1 We have only focused on the construction and development directly associated with
the airports in the scearios; we have not included the construction costs associated
surfacetransportation proposals as these are very indicafiakhough they would
be higher under Scenario C than Scenario B).

1 Note that the construction cost estimates are very high levehit stage

1 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 activitgfveilurse
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 difficuletermine in
advance Major construction projects tend to have largamount 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 thedgtarea. Suffice it to say that
we wold expect this to be larger undéhe Heathrow expansion option, although local firms
and residens in the construction sector clearly would benefit also from major construction
activity at a new hub airport.

Table6-4: Employment mpacts from constructiorof new airportand 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
Gonstruction spend n/a £15 billion £60 billion

Source: Regeneris Consulting calculations based on information provided by submission&itpdtts
CommissionNote: Jobs are quoted amnnual total jobs present over the construction period
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7. Wider and Catalytic Benefits

Key Points:

7.1

7.2

T

Ourhigh level assessment suggests that the average journey time for busineskes
study areao a new hub airport will increase by at least 50 minutes and distance b
miles. This will vary across tetudy area. Longer journeys will reduce travel time
reliability as well.

These increases assume that the proposed transport improvements to the new h
airport are built and deliver the proposed travel times.

The study area has a high concentration of bess travel users ofddthrow and
accounts for about 4.#illion business journeys every year at presenaround 30%
of the total number of business journeys departing or leaving Heathrow.

The annual extra costs to businesses in the studw eesultingfrom the reduced
accessibility to a hub aigot would be of the order of £42m by 2030.These costs are
primarily due to the extra travel time for international business travellers, but also
journey costsThere will be other costs to neousiness users Heathrow closed, but
these are not quantified.

In addition existing business users in the study area would benefit from improved
services if Heathrow expanded compared to the constrainedathing scenario.
These benfits could be of the order of 220m to £19Dm a yeaiby 2030taking account
the value of traveller timebut would not fully materialise until 2040.

The productivity benefits from the development of new tea could be of the order o
£110mpataking account of the future increases hetvalue of traveller timehased
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 Heathrowvthidd
increase the scope for businesses in the study area to trade with new, emerging
markets. Although some of thesenefitscould also accrue from a new hafrport.

The role Heathrow plays as an international gateway for the study area, makingaf tme
0Said O2yySOGSR NB3IA2YyA Ay (GUKS g2NIRX Aa
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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 estimatdzenefits:

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 performaneeThe 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 largefhe evidence is baskon historical relationships and it

is possible that the relative importance of air connectivity may fall (or indeed rise). A

further complication relates to causalitylarger and more complex economies tend
to generate greater demand for air travel (whihas a high income elasticity) and so

tend to be better connected.
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7.3

7.4

2)

3)

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 harderto measure change in regional productivity so the
literature tends to focus on evidence on decision making and locational chdices.
many respects the evidence is more compelling hBr@gmerousstudiespoint to the
importance of hub airpors or aviation routes on the location decisions of
multinational firms on of critical functions such as headquarters of psithi firms.
However, in all cases the studies show that the quality of air connections is an
important factor but not the only factor in locaticzhoices.

Third, there is unfortunately little research on what is meantpbgximity to a hub
or welkconnected airport. Is it withim one hour ora two hourtravel time? At what
point do the benefits of proximity start to fall. The UK is a very crowsladd so the
distancesbetween cities and so airportgends 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

At one level there would be mundamental 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 assuing businesses still wished to make the same number of trips to the
same destinations (se€Eable7-1 later on this point).

We have carried out an indicatianalysis of changes in journey timasd distancedor a
number of locéions in the study are (seeFigure7-1). The key points are that for the
destinations chosen:

T

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 ridwb 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 are.

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 arefairly conservative assumptions about the worsening of
accessibility to the hub airport in the study area.
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Figure7-1: Increasein travel times and dstancesin different locations in the study area
Comparson between Heathrow and New Huhirport (at Isle of Graif

70

60 | B Minutes

50 -— M Miles
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minutes and miles
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10

Sources: Mapinfo, AA Route Planner, Google Maps Directions, www.crossrail.co.uk/route/s
the proposals

Note: All times are to arrive at 12:0®on; quickest assumed route by car foture public transport
route. The average is a simplan-weightedaverage of the locations selected asd isnot weighted
by number of businesses, employment or business travel

7.5 We have assessed the potential impact on businesses in the study area resolting shift
in usage of airport frontHeathrowto a new hub (assuming Heathrow is closed dousing
these indicative increases in distance and travel time {&ade7-1). These calculations are
broad brushbut show:

1 At currentlevels and patterns of traffic in current values of time the total costs to
the study areaconomy could be of the order 88m pa

1 By 2030 with the higher levels of traffic and increased values of travel time the costs
could rise to of the order of £4m ayear for the study area economy.

7.6 These are of course not net costs to the UK econorayr 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 lihat as we have seen is disproportionally
focussed on sectors requiring international air travel and where the usagteathrowis
especiallyffocussed on business trad&lTherefore it reasonable to assume that moving the
''YQA YIFAY Kdzo danawill add Sgnificandyiio thie Busife8sytostsdocessing
this new hub.

% Eor instance 20% of passengers from Kent using Heathrow use if for business purposes but 54% of those in Slough do and
40% in Hampshérand Oxfordshire
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7.7

Table7-1: Estimated costs to business in théusly area of etra travel time costs with
closure of Heathrow and evelopment of Nev Hub Airport(i.e. difference between Scenario:
A and B and Scenario C)

Assumed Estimated Economic Costs (Ems), 2013 prices
Year PAX'mppa  Travel time costd Journey cost&’ Totalcosts
Baseline 70 £250 £40 £290
2012
2030 83 £390 £50 £440

Source Regeneris Consulting calculations

Notes: (1) apply travel time increases to estimated number of business lexgg4.4n in 2012)
whose origin/destination was in the study area applyavgrage DfT value of working time
(E22/hourin 2002 values upratedto 2012 and 2030 values usinyeb Tagguidance. Increase valug
of time by 2.9 taeflectthe higher value of time fointernationalair businespassengersising
Heathrow(average income in 2011 was £78,600 compared to the UK naaimgs of £26,900).
SourceCAA Passenger Survey Report 28xd the Annual Survey of Hours and Earnirigsuse
assumed car operating costs of 25p a mile to reflect fuel and wear and tear(8p3tisese costs are
estimated only for business travellegf@bout 38% of all those using Heathrow from the study aree
there would be social benefits from reduced travel time and transport dostieisure visitors and

users as well, these are ignored in this analysis

Impact of Expanding Heathrowon Existing U®rs

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 Anottdog). These
various studies suggest:

T

The business efficiency savirfgsm expanding capacity at Heathrow (compared to

not expanding) it have been estimaféd This report looked at a number of
scenarios as to how the capacity might be used and concludedith &ddrmic
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 £30@500m per year in lost productivity,

depending on how the capacity isuse®d { 2YS St SySyida 2F (GKS

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 jourey at Heathrow. It is
reasonable to apply this factdo 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 areaoald rise to of the order oE90m to £150m in2008
values, 0i£120m to £19m on the same basis as the values for 2030able7-1 (i.e.

in 2030 real valugs These benefits would not occimmediately butas the range of
services improved compared to the do nothing scenéeady 2040).

" 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 semsdcoffered by an expaled hub
airport has been the subject of considerable discussion and debate. The international
evidence on the increase in airmectivity and productivity is mixed. The evidence suggests
that a 10% increase in international air connectivity (of the order of magnitudtef
increasefrom two the three runways at Heathrowcould increase UK productivity by as
much as 1.6% or astlé as 0.07%. In the work for British Chamberpl Buchanamse 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 andthe South East. On this basis the wider economic benefits to business
productivity of expanding Heatbw would run to around £8m pa in 2030 travel time
values this would be equivalent to £110m

7.10 The recent Frontier Economic sti@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 suggésiedhe UK
economy could be king out by the order of £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 cogiursuingthese trade
opportunities. Nevertheless, the basipoint is avalid one that other things being equal
direct connectionsto emerging markets is likely to facilitate trade between the two
economies.

Impacts onLocation Decisiors

7.11 As noted above there is strorayidenceof the importance of accessibility ioternational
well-connected airports for many types of businesses. This inslude

1 Banno, Mutinelli, and Redond201%°) found that inwardforeign direct investment
(FDIXto cities in ltaly increased overall by%4n 2 years after openiraf new routes
to other regons in Europewhile, in the same period, FDI in tteontrol areas
decreased by 1%. Overall, new routes accounted for an increase of about 50% in
the inward FDIs flow to Italy between the newly connected areas.

% The lower figures from work carried out for IATA (Economics Briefing No 8: Aviation Economic Benefits, Mark Smyth and
Brian PearceJuly 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.

Peg) 2yySOGAY I T2NJ INE 60 RNIG KRS/ NG 25y 22foripropiisdiardySaNEpwK dzo | A NLJ
September 2011, Frontier Economics Ltd

% Air Connectivity and Foreign Direct Investments The economic effects of the introduction of new routes,
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7.12

Bel and Fageda 2085 this study found that@a 10% increase in thprovision 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

StraussKahn and Viveg2006§* 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 likelydodte in a city with a large hub, and 40%
more likely with a small hub compared to cities with no hub.

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 aneris different from most
other airports studiedAs indicated earlier the business survey indicates that theumtosf
Heathrow would lead to scaling down and relocation of a significant number of business
operations. However, we cannot simply gross upsth@umbers for the whole study area.
Neverthelessananalysisof the business survey and of the relative importance of business
travel use of Heathrow shows that proximity does mattBusinesses inraas closest to
Heathrow areproportionally more likely to be business usersf Heathrowor expect the
impacts on their business to be more severe if it closed.

Figure7-2: Impact on businesses if Heathrow were to close, by area
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% Bel, G., Fageda, X. (2005) Getting There FashalBlation, Intercontinental Flights and Location of Headquarters.
Research Working Paper Series RWB95AIfred Taubman Center for State and Local Government, Kennedy School of
Government, Harvard University.
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7.14

7.15

TourismImpacts

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 de down this might have a minor effetieisure
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.

The picture is differentfor 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 tousts in the study area would be at risk if Heathrow closed down.
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8. Potential Economic Disbenefits

Key Points:

91 A high level assessment suggests thatdheentlocalised external costs from
| SIFGKNRSQa OdzNNBy d 2 LISNI (A 2h re@sdahlyRo air
travel not ground travel or congestian)

This could rise to £150m pa by 2030 under the two Heathrow scenarios.
However technicalimprovements in aircraft are likely to dampen down these rises

The external costs would be signifitigriower 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:

1 Localised disbenefitshere the keydctors are noise and air pollution, but also the
ground transport and traffic congestion stemming from the use of the airport. The
creation ofanew airport or expansion of existing airports also creates disbenefits in
the loss of land and buildings. Thaywin which these costs are measured is usually
by reference to the negative impact on property prices in the vicinity of an airport to
reflectthed y dzA a I yOS @I f dzS¢ 2F GKS | ANLRZ NI @

1 Wider disbenefits there is an important debate about the role of aviatiand 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 emissiefrom the aviation sector globally this will have longnte
economic and social consequences.

8.2 We have notattempted to carry out afully comprehensiveassessment of these potential
costs. Howeverbroadly speaking the local disbenefits of the scenarios is determined by
three factors:

1 The volume of aviation aeity - essentially thenumber of air traffic movements

1 The size andfect of the particular planes larger planes tend to be noisier and
more polluting, buton-goingtechnological changes and improvemsno aircraft
are tending toreduce the noise creatl per air traffic movement

1 The number of people affectegithe closer is an airport to a large urban area the
more people who will be affected by noise and pollution.

8.3 There isauseful discussion of these issues in work cardetin relationto aviationpolicy in
the UK andspecificallyin relationto Heathrow in work by CE DéfttWe have carried out a
high level assessment of these economic and social costs using the following information:

s Meeting the External Cost in the Aviation Industry, Report to the Commission for Integrated Transport, CE Delft, 2002
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1 In a study by Pearce & Pearce (2000) the (marginal) exteriisé ©OSts have been
determined for various types of aircrafthe values range between £15 to £260 per
aircraft movement, depending on the type of aircraft (excluding Concorlelhe
core of the methodology lie estimates from the international literatura 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.

1 Pearce & Pearce estimate the total external costs due to noise at £37m to g&6m
year for Heathrow airpoff. The 2000study by Dff°, 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).

1 A CE Delft study arrived atibstantially 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 contourdanaccount in the costs calculations.

1 ¢KS /9 5StFi NBLR2NI &adz3asSada -dfkyclépetr FA3dz
passenger s the appropriate external cogor around 40p for ever passenger
departure or arrival, or around £400,000 per 1 MPPA). The work also suggests that
the costs pe flight are roughly double for urban airporfse. Heathrow)and halved
for rural airports(i.e. the Isle of Grain).

1 Since he values quoted are from 2000, it is appropriate to uplift them to account for
increasedn real incomes (as for the value of #mwe have used an uplift factor of
50% toreflect likely 2030 valuesompared to 200D

Table8-1: Broad assessment of mfer external mstsof airport activity

Year A: Do nothing B: Heathrow expansion C: Nev Hub
Noise Costs (Ems pa)

2012 31

2030 49 50 7
Pollution (Ems pa)

2012 62

2030 98 100 27
Noise and Pollution Costs (Ems pa)

2012 92

2030 148 149 34

Source: Rgeneris Consulting calculations
Note: valuegelate to the year in questigrbut areall statedin 2012 pricesExternal
impacts are where the airport is located (ie not in the study area with a new hub airpori

3 Setting Environmental Taxes For Aircraft: A Case Study of the Bk PBdarce and David Pearce, CSERGE Working Paper
GEC 20026

% Valuing the External Costs of Aviation, DETR, 2000,
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9.1

Conclusions

The longer run implications to the study area economy of the closure of Heathrow would be
very significant indeedvith 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 magnitudestimated in this report are
robust asuming the scenarios develop as predicted.

Table9-1: Summary of impactin the study areaby senario

Scenario
A: Do T
Nothing
1
B: T
Heathrow
Expansion
1
1
C: New Hub|q
Airport
1
1
1

Impactsby 2030

Economic footprint around
110,000 FTE jobs and £3

billion in GVA

Some reduction in HQ and
other highly international

activity in study area; increase(

business costs compared to
other locationswith more

frequent connections.

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 potertial loss of HQ and
other firms to competitor

locations in Europe

Residual economic footprint
from employees still living in
study area andwgppliers based
there of around 5000 FE 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 £ pa in

business costs due to
convenient airport
Migration of Ukbased

needing eay access to hub has

started

less

firms

Pageb2

Impactsby 2040

1 Economic footprint around 9800 FTE jobs

and £10 billion in GVA.

Employmentalls 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; increase
business costs compared to other loicats
with more frequent connections

Economic footprint grows to around 130,0(
jobs and £13.®illion of GVA

Significant traffic growth of 40% over decac
for Heathrow captures some of its
suppressed demand. 50 additionahtpand
short haul destinations

New routes open to new markets and
increased frequency of short haul
destinations possible resultingin
improvements in business accessibility
Creates benefits of around £@éh to £190m
pa in improved access to existing
destinations and potentially at least £140
pa resulting from wider benefits of improve
accessibility to new destinations

Residual economic footprint from employet
still living in study area and ppliers based
there of around 8,000 FTE jobs and £1.0
billion in GVA (a smaller share but of a big¢
activity at the new hub compared to 2030)
Further increasesn business costs due to
less convenient airport but with some
overlap from effects of migration of UK
based firms needing easy access to hub h
completed

Potentiallysome ofthe 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
F2NBOFada aSd 2dzi Ay 1!'[ YR (KS alé&2NRa 519
passenger giwth will be between 0.5 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 usedhe same assumptions

2. ¢tKS al@2NDRa LINRLRAalf |aadzySa GKFG LI aaSy3aSNI |
new hub airport opens. We have used this assumption. It then assumes that from 2034
onwards the passenger demand mirrors the Department for Trargidi G A2y Qa 05
unconstrained Heathrow demand. We have used these assumptions

3. The denothing scenario passenger demand uses the constrained Heathrow passenger
forecasts published by DfT.

Productivity Increase

4, A productivity increase has been applied twetratio of passengers to esite employees.
This ratio is used to calculate future employment figures. The productivity increase assumes
a 1.5% pa growth rate during the period 2042030. It then assumes a 1% pa growth rate
from 2030 to 2040However, ve also assume real increases in the GVA generated per
passenger in line with forecasts real GDP in@sdn the future (based on the Office for
BdlzRISGF NE wSalLlRyairoAftAadeQa tFiSad F2NBOlFad | a

Employment

5. The Heathrow Employment Survey 2008/9 adlwe additional employment data provided
by HAL are the basis of the employment calculations. This data has been converted-nto full
time equivalents (FTES) assuming one ftiame job is equivalent to 0.5 futime positions.

Table 1:EmploymentCalculaton Assumptions
UK Study Area

Direct onsite |Calculated using the passenger to Calculated using the passenger to
employment ratio from 2012 to which iemployment ratio from 2012 to which a
productivity increase has been appliec productivity increase rabeen applied.

Direct offsite |Assumed to be the same ratio of Assumed to be the same ratio of indirect t
indirect to direct as is currently at direct as is currently at Heathrow (0.1).
Heathrow (0.1).

Indirect Calculated based on the current ratd |Assume that a range between 8%5% of
indirect to direct employment at indirectemploymentcreated within study
Heathrow (0.5) area. Lower range based on 25% in the

OptimalEconomicstudy Local Area plus
general study area share of UK GVA at 1C
Higher range is similar to Optimal
Economicd.ondon proportion and based ol
adjusted ratio of indirect employment in
OptimalEconomics Locatudy area.

Induced Based on ratio of Induced to direct an(Based on ratio of Induced to direct and
indirect employment assumed in indirect employment of 0.3, similar to that
Optimal Economics studQ.p). used in the Optimal Economics study.
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Gross

Value Added

The gross value added (GVA) for direct, indirect, and induced employment uses the Optimal
Economics studyrfdings as a base.

Table 2:GVA Calculation Assumptions

UK Study Area

GVA per employee |OptimalEconomics figure in |Optimal Eonomics figure for local area in

on-site year 2010. Applied a 0.5% p year 2010. Applied a 0.5% pa growth rate ir|
growth rate in year 2011, |year 2011, based on actual UK real GDP
based on actual UK real GD|growth. Assumed a 2.4% pa growth rate fro
growth. Assumed a 2.4% pa|2012-2040.
growth rate from 202-2040.

GVA per employee |Same as above Same as above

off-site

GVA per emplyee Same as above Same as above

indirect

GVA per employee |Same as above Applied a multiplier of 0.3 to direct and

direct 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 fro
2012-2040.

Wider Business Bnefits or Costs

The assessment of the business costs of the closukeathrowis based on ta following

assumptions:

1 The increase in travel times aniAssumed increases in travel times and
distancefor different locations are distance for new hub compared to Heathrov
set outln Table 3 Minutes Miles

Guibford 33 333

1 From these we assumed theégrentford 41 32
fo(ljlowmg time |ncrheas|$<s|usmg kou';SIough 43 37
judgement as to the likely quic es‘Reading 47 a1
and most used routes (road of

. Aylesbury 48 42
public transport) :
Basingstoke 55 41

i We assessed & number of Newbury 60 43
businesspassengerdo eachbroad |Oxford 61 43
location based on the 201 CAA |Average 51 40
passenger Survey which gives
originddestinations 15.1 million passengersenter or leave Heathrow as business
passengers, of which 1110(79%) start or end their journey in London and the
South East.

1 The publishedCAA data provides number of trips by county an unitary authority in

the South East but for allfd_.ondon we haveassumedthe West LondonBusiness
area accounts fothe sameproportion of London lisiness trips as its share of
employment(17%.
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T Apply average  DIT jjions of Business Passengers using Heathrow, 2012
value of working time gy 4 area in London 1.30

(E22/hourin 2002 Study area outside London 3.14
values), uprated to

2012 and2030 values Al Sudy area 4.44

using Web  TagAll London 7.82
guidance. All South East 4.08

All UK 15.11

l Increase value of time|/Source: CAA Passenger Survey Report 2011 and Regeneris

by 2.9 to reflect the Consulting analysis

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 CAAdBenger Survey Report 2011 and the Annual Survey of
Hours and Earnings

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
Buchana Associated for British Chambers of Commerce, July 2009.

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%). both cases based on an analysis of 2011 CAA Passenger Survey.
The values were converted to 2030 values taking account of the increase in vhlimeg o

from WebTag guidance (amplift of 32% on 2008 values).
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Table 3:Connectivity Analysis, Drive timgaverage of peak and off peak) and publicainsport (best route)

Proposed Proposed to| Current to Isle of Proposed to Isle o
Current to LHR to LHR Current to Stansted Stansted Grain Grain
Location
Miles Dr|.ve time | Public Public Miles | Drive time Public Public Miles I?rlve Public transport
(minutes) | transport | transport transport | transport time
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 57.3 93 min 136 min 82 min 50.3 76 80
change
Aylesbury 28.5 59 101 No 60.5 78 min 145 min 116 min 65.6 102 114
change
Basingstoke 30.9 53 71 No 65.5 102 min 144 min 87 min 71.6 100 85
change
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: Maplinfo, AA Route Planner, Google Maps Directions,crossrailco.uk/route/surface the proposalsubmitted by TfL and HAL
Note: All times are to arrive at 12:00pmiistances arealculatedas the crow flies
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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 sizef firm (number of employees)

Number of employees No. %
Under 10 202 44%
11to 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 respamdents 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, brestry, 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 cairing 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 yousupply goods and services to businesses located at Heathrow Airport?

Do you supply goods and services to businesses located at Heathrow Airport?
Answerby locationof business
Supply Heathrow

Main customer firms but not

Location base at . None
Heathrow main customer
base
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
Pageb8
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Do you supply goods and services to businesses located at Heathrow Airport?
Answer by business size
Supply Heathrow

Main customer firms but not

Number of employees base at . None

main customer
Heathrow
base
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 ownersip
Supply
Main Heathrow
customer | firms but

Ownership . None
base at not main
Heathrow | customer
base

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 primariip 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?
Answerby business sector

Supply
Main Heathrow
. customer firms but
Business sector . None
base at not main
Heathrow customer
base
Agriculture, forestry, fishing or mining 0% 0% 100%
Airlines and aviation services 25% 44% 31%
Business services (including legal anc
accountancy) 2% 35% 62%
Construction 10% 29% 62%
Financial services and insurance 0% 22% 78%
Groundtransport, 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 fotravel, 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 impl\cl)?ttant 2 3 im;/:rrt);nt
South Hampshire/ Sah 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 Maidenheadlough) 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
2:12232322 impl\clJ?:ant 2 3 4 Very important
Under 10 28% 13% 15% 16% 28%
11t049 23% 11% 15% 18% 33%
50-99 11% 22% 11% 15% 41%
100 to 250 13% 11% 13% 22% 41%
251 t0 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 impl\(lycr)ttant 2 3 im;)/:r?f:mt
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 th
UK 29% 16% 13% 16% 27%
Grand Total 22% 13% 13% 18% 34%
Base464
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Importance of Heathrow by business sector

Not Very
important 2 3 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 seives 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 Q0% 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 modikely
result in the closure of Heathrow airport. If Heathrow were to close, how might
this impact upon your business at its current location?

Impact ofnew hub and closure of HeathroWwy current business location
Slightly
Substantially, reduce

Expect to Expect to reduce the | the scale
relocate
relocate scale of our| of our
closer to
our current current .
. . any new . . No impact
Business location current operation |operation
. hub at all
activity but would but
. elsewhere )
outside of remain would
around .
the UK where we remain
London
are where we
are
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| 204 5% 21% 40% 33%
West London 0% 15% 17% 36% 32%
Berkshire/ Tharas 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 Heathroby business size

EXpect o | o htantiall
Expect to relocate reduce they Slightly reduce
relocate our | closer to scale of our the scale of our
Number of current any new current current No impact
Employees activity hub operation but operation but at all
outside of the |elsevhere |°P .| would remain
would remain
UK around where we are
London where we are
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 Heathrolay business ownership

Expect to Substantially Slightly

Expect to reduce the reduce the
relocate
relocate closer| scale of our | scale of our No
. our current .
Ownerships activit to any new hub current current impact
Ity elsewhere operation but |operation but | at all
outside of . .
around London| would remain |would remain
the UK
where we are |where we are
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 tal 4% 8% 16% 30% 42%
Base: 386
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Impact of new hub and closure of Heathroby business sector
Substantially]  Slightly

Expect to Expect to reduce the | reduce the
relocate
relocate scale of our | scale of our
closer to
our current current No
. any new . . .
Business sector current operation | operation |impact at
o hub
activity but would | but would all
. elsewhere . .
outside of around remain remain
the UK where we | where we
London
are are
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 Heathrowy degree oftustomer base at Hetrow

Expect to Substantiall
Expectto | relocate y Slightly reduce
reduce the
relocate our| closer to the scale of our
Importance of scale of our .
current any new current No impact
customer base at . current .
activity hub . operation but at all
Heathrow : operation but :
outside of |elsewhere .| would remain
would remain
the UK around where we are
where we are
London
No, not at all 4% 4% 16% 25% 51%

Yes, our main customel

base is located at

Heathrow 0% 36% 36% 21% 7%
Yes, we supply firms at

Heathrow but it is not

our man customer

base 6% 12% 15% 42% 26%
Grand Total 4% 8% 16% 30% 42%
Base: 386
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Tel: 0B1 234 9910
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Tel: 0207 608 7200
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