Transpor.tPIanningSociety

Submission by the TPS on the Revised Draft NPS on Heathrow Airport
Expansion

Executive Summary

This submission builds on previous recent submissions by the TPS. The new part of this
submission is set out in the final section as indicated.

Context

TPS isthe leading professional body fortransport planners and has a continuinginterestin national
transport policy includinginternational gateways. The Society made asubmission to the Davies
Commission and has actively engaged its members in aviation policy through its surveys and events.
For example, inthe survey there was adivision of view, with a minority supporting SEairport
expansion, aslightly larger minority supporting regional airport expansion, and the most popular
minority view wanting to change the charging systemforair travel and only then reviewing demand
and any expansion plans. Furtherdetails are set outinthis submission and the summary chartis
reproduced below.
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The benefits and costs of air travel

There are clearly benefits from aviation and airtravel, both interms of generally being an outgoing
nationsocially and economically, of providing wider leisure opportunities than everbefore, andin
facilitating business travel including air freight. This requires the provision of infrastructure such as
airports and, crucially, access to them. As with other modes of transport the relationships with land
use planningand the third party costs (externalities) are hugely important. The unmetor partially



met environmental, safety and health costs are very high relative to user costs (fares and taxes).
This makes both a full impactassessment, and a proper description of any expansion scheme, which
includesall the ancilliary infrastructure required to make it function, are critical to understanding
whetherinvestment willreally achieve the social and economic benefits which are its aim.

For airports thisis particularly complicated and needs to follow a clear process startingwith a
national framework which includes the issues of regional development and avoids special pleading.
It needstodiscussrationally the economicpros and cons (forexample outgoing tourism by air costs
the economy, incoming tourism benefitsit) and how airtravel itshould be taxed and charged for.
Chargesalso have to properly address the significant (and well documented) externalities which, if
ignored, will lead to major publicdisbenefits. These may well be unevenly distributed and not
compensated for. Onlywhen thatisunderstood and made transpare ntcanindividualschemes be
assessed and tested for theirvalue formoney.

The Society had hoped that the NPS would provide an opportunity for that framework to be putin
place and a robust discussion held about how to charge for air travel and access to it,and how to
balance provision across regionsto support the economy. Thisis not easy but needsto be done.

Key issues forthe current draft NPS

While we would have wished the original points we raised with the Commission (including those
issues outlines above) to be coveredin the NPSand the supporting documentation, this has not
been done and we considerthatthere are major flaws in the assessment of the latest proposals for
expansion at Heathrow. Above all there is afailure to use the NPS as a national policy statement
and its misuse as an assessment of a nationally important, butindividual, infrastructure scheme. The
use of the NPSfor this purpose isourview completely unjustifiable.

While maintainingthis criticism of principle, there asignificant number of more detailed issues and
omissions which fall into two main groups. The first reflects the failure so farto set a properframe
work and make a reasonable decision on whether capacityisneeded andif sowhere. The second
sets out the sort of conditions which would be needed, and the means of providing an absolute
guarantee thatthey would be followed, in the event of proceeding with the Heathrow option.

Conclusions
In relation to the draft NPS:

e The NPS should notbe usedforthe promotion of a single scheme inasingle region, based
on a Commission whosework was entirely focussed on the SE. Atrue national statementon
aviationand airportsisrequired before such schemes should go ahead.

e Thus the decisionto expand at Heathrow lacks a rational policy framework forinternational
transport gateways or foronward travel withinthe UK, both shortand long distance.

e Theanalysisisweakandleavestoo many questions unanswered to be confidentthatthe
decisionisreasonableand will produce value for money.

e Theregional developmentand demand management options are not properly considered.
In the context of Heathrow proceeding:

e There are majorunanswered questions concerning the funding of the necessary support
infrastructure and measures to mitigate environmental damage of all types.



e Thereappearsto be noindependentandsecure mechanismto guarantee thatthe
commitments on both the financial side and environmentallimits will be met.

e Thereisno confidence thatfuture commitments will be met, given the poorrecord at
Heathrow and, for example, the inevitable tension between limits such as night flights and
operational and commercial demands.

Recommendations
The current NPS should be withdrawn

The case for furtherexpansion at Heathrow remains at best unproven and the Government should
no longerfavouritoverotheroptions which may be more deliverable and far betterin terms of
strategicand metropolitan planning, environmental, economicand financial terms.

A proper NPSshould be developed with an effective, national strategyforairports which would
identify those regions and areas where expansion is judged to be needed (including the SE) and are
acceptable instrategicplanningterms. This should then attract the individual developers to promote
one or more schemes.?

In the mean time the Government should furthertestand then introduce differential rates of air
passengerduty (APD)inline with the levels exploredin the HMRC study with the specificaims of:
e Supportingeconomicgrowthinthe regions
e Encouraginguse of directflights from regional airports as an alternative to hubbingto the
South East
e Addressingcongestion at SEairports through regional development but also rationalisation
e Raisingfundsto mitigate the impact of existingairports especially Heathrow.

In the longerterm APD should be converted to a charge whichis flight related not passengerrelated
inorder to improve efficient use of existing slots.

From 2025 HGVs would be banned fromthe Heathrow area unless they were zero emissions.
If the Government proceeds with supporting Heathrow:

The nighttime restriction should be from 11pmto 7 am (based on the research which selected these
times forthe London Nightand Weekend Lorry Ban) and complied with.

A system of automaticfines on Heathrow Airport should be introduced for any flight which violates
the existingand proposed restrictions, sufficientto actas a real deterrent. Exception would only
include bona fide emergencies, not scheduling failures or operational convenience. Revenue would
be allocated for environmental mitigation.

The funds which are necessary toimprove surface access should be deposited with anindependent
Heathrow infrastructure body in advance of construction and released by themto the rele vant
agency undertaking the work (forexample TfLor Network Rail).

From 2020 HGVswould be banned from the Heathrow area unless they were zero emissions.

! Itis interestingto note where the investment in SE airportexpansionwas planned before the break-

up of the BAA “monopoly”. A thirdrunway at Heathrow was judged to be undeliverable compared to schemes
at Stansted and Gatwick.



A workplace parking scheme/green travel bonus scheme as considered by BAA in 2003 should be
implemented to encourage mode transfer for staff.



Introduction

The Society

The Transport Planning Society is anindependentinstitutional body in the UK, established to
facilitate, develop and promote best practice in transport planning and to provide afocus for
dialogue between practitioners and othersinterested in the field. Itis supported by fourlong
established professional institutions —ICE, CIHT, CILT and RTPI - all of whom have an interestin
transport planning as well as their own core activities.

The Transport Planning Society administers its own Professional Development Scheme for transport
planners, leading to award (jointly with CIHT) of the Transport Planning Professional (TPP)
qualification which is the only professional qualification uniquely aimed at transport planners. The
Society has over 1400 individualmembers and 30 corporate members who provide transport
planningservicesinthe UK and elsewhere.

Everyyear we undertake asurvey of our members’ views on arange of mattersincluding policy, and
thisinformsall ourwork in the policy field, including this submission.

TPS always seeks an evidence based approach totransport planning, but also one which connects
transport with land use planning and with the impact of communications onthe demand for travel.
TPS isthe leading UK professional body which links thesedisciplines together. We considerthat
thereisa positive role for new infrastructure but our responses to policy development reflect the
fact that inthe UK traditional transportinfrastructureis already extensive, thatthe ideathat building
more of it, whateverthe context, will automatically bring benefits is misplaced, and that there must
be properappraisal and scrutiny of the policy framework and any major projects. Too oftenthisis
not the case.

Thus inregard to the balance between new, mostly publicly funded, infrastructure and what we
already have, ourapproach can be summarised as prioritisingthree key elements. Inrelationto
existing networks these are: infrastructure maintenance, their efficient management (including
demand management), and their modernisation, ratherthan untargeted expansion. This approach
isjust as true for other publicnetworks such as wateror energy. There are, of course, exceptions,
for example the need to create a genuinely fast and reliable broadband network. In many situations
thisis will be more cost effective in achieving transport aims than more traditional increasesinthe
capacity to move goods or people, forexample by reducing the need totravel and enabling new
vehicle technology.

Finallyitisthe case that transport provisionisaccompanied by very high external costs such as
carbon emissions, noiseand local air quality. Of itself itinfluences land use and thus the need to
travel. Finallyits provision also influences behaviour —more of one type of infrastructure may well
encourage more use of that type and in many cases a less efficient use.

Our positionisthatinvestmentin new infrastructure should be considered within the wider context
and notbe automatically prioritised overrevenue expenditure needed to maintain what we already
have and to manage demand. Inthe case of Heathrow there are broaderissuesin terms of regional
balance and where capacity should be provided, andinitsimpact, both positive and negative, on the
economy. Itis alsothe case that this major public/private project cannot succeed without the
support of other majortransport projects funded by the taxpayer.



TPS and the draft Heathrow NPS

This submission analyses the draft NPS from two viewpoints. The firstisthe lack of a clear policy
framework foreitherlongdistance transport within the UK, and longer distance transport between
the UK and other countries. Clearly both are connected, forexample through the onward travel of
people and goods frominternational gateways to final destinations within the UK. Freight transport
isoftenunderrepresentedin planning and appraisal, although the inclusion of StrategicRail Freight
Interchanges (SRFIs) in national planning guidanceis averyclear (and welcome) exception. Atthis
strategiclevelitisclearthatthe emphasis onthe South East, and London in particular, in
Government thinking has created anin built bias towards airport capacity inthese areas and a lack
of consideration of alternatives, either managing demand orregional airport development. This
clearly appliestothe work of the Davies Commission, and was pointed out by TPS when it was set
up. Thisalso meansthat there is no sensiblediscussion of how international hubs are developing,
and how they will affect the pattern of use of UK airports. Airline ownership across national borders
isalready influencing choice of hub, forexamplethe IAGgroupis already rationalisingits hub
operations between Heathrow and Madrid, Dubai is already partly a hub for Europe (and already
biggerthan Heathrow). These fundamental flaws are set out more fully laterin this response.

The secondissue which we addressisthe question of the conditions which would have tobe met ifa
properly taken and justified decision to expand Heathrowhad been made, and how they would be
enforced. This covers a range of practical issues such as the realism of a night time restriction on
international flights, whetherthe hours suit the actual patterns of most people’s sleep, how the
surface accessinfrastructure isto be funded and operated, and what demand management will be
appliedto surface access for passengers, employees, and freight. This playsintothe issue of how air
guality can be improved fromthe current unacceptably damaginglevels. Keyto all of these is what
will happeninthe likely eventthat notall of the conditions, agreed actions, or financial contributions
are met. Giventhe fact that the existing night timerestriction does notseemtobe applied atthe
stated hours, thisisa major concern. Who will monitorthe situation and whatfinancial or other
penaltiesare planned? How would a properly guaranteed enforcement regime influence private
sectorinvestors and operators?

Thereisanotherissue which is relevant whicheverviewpointis taken. Itisthat there are some
serious disagreements between technical advisers to the different candidates for expansion,
including Gatwick, Stanstead, Luton, and possibly Birmingham as well as Heathrow. This applies
across the board butis particularly concerninginrelation to economicbenefits. These are often
related to spending whichin the absence of Heathrow expansion would occurin the locality anyway
(deadweight) ortake place elsewhere (displacement). Inaddition,there are both benefits and
disbenefits, forexample outbound tourismis a major contributorto the balance of payments deficit.
Countinginboundtourism as a benefit without taking this into accountis clearly notcorrect. In
relationtotesting different rates of APDto balance demand across airports, the test undertaken was
totallyinadequateandignored an earliertest (by HMRC) of more realisticvariationsin the level and
application of APD.

These issues are not, in our view, dealt with inthe currentdraft NPS, and many failedtobeinthe
work of the Davies Commission and need to be so before any proposal should be brought forward
for further publicscrutiny through the planning system.



Context: the original TPS submission

TPS responded to the Airports Commission in July 2013, attached to this submissionas Annex 1. The
key overall points were:

Thereisneedfora clear national policy foraviation within alongdistance
travel/gateway policy framework, notinisolation and notsolely focusing on the South
East.

Surface accessissues (local and national) are crucial and need to be consideredin
relationto a longdistance travel framework forthe UK, Europe, and beyond.

Itisa subjectwhere thereis noconsensusview on some of the facts and this needs to
be facilitated by Government.

The evidence base is obscured by powerfullobbyingand the Government’s role should
be to set outthe facts clearly.

Environmental issues are very important, particularly at Heathrow, which has afar
worse noise problemthan any otherairportin UK or elsewhere in Europe. Airqualityis
of course of equal concern around Heathrow.

In addition, more detailed issues were identified as follows:

The majority of aviation travelis forleisure purposes

The air tourism deficitis aserious matterand must be objectively considered

Thereisa significant negativeimpact of air freight on domestic production (forexample
agriculture in UK and Europe)

Account must be taken of the lost tax revenue from the particular VAT position of air
travel.

TPS alsoidentified some key questions which the Commission should consider:

Is the hub and spoke approach still appropriate as air travel has grown (is the traditional
US model outdated)?

If hubs are needed, canthere be more than one inthe UK orindeed withinasingle
wider Metropolitanarea? How doesthis relate to regional growth?

If a Europeanlevel hubisneeded, isitlikely thata UK SE airport could fulfil thisrole?
Ifa hubis critical for city growth (as said in the draft framework), why should it be
locatedinthe SE?

How can we better measure the real costs of the nuisance and damage caused by
aviation. Thisincludesthe use of noise contours and the Heathrow issue —the problem
isvery plainin published documentationincluding last year’s draft framework.

Why is air travel (afacilitating good) seen as crucial to economicgrowthin preference to
more direct ways to facilitate growth?

What are the tax losses from the current taxation framework, and how does this inhibit
economicgrowth?

Do transfer passengers supportawiderrange of routes at hubs or do theyimpose more
costs than benefits?

Why is surface access by sustainable modes notasufficient priority, indeed a condition,
of airportexpansion?

Itisclear to TPSthat few of these questions have been answered inthe current Draft NPS. Thisis

reflectedin ourmembers’ views reported below.



TPS Members’ views

We reportedthe results of ourannual membersurvey which contains anumber of questions
includingone on aviation forthe firsttime in 2012. This hasbeenrepeatedineachyearsince. The
questionis:

“Aviation policy is a major focus forthe UK Government. In this context, which of the following is
closest to yourview.

South East England airports are reaching capacity and must be expanded.

e Airportinvestmentshould focus in the regions to support growth there and not in the South
East.

e Ifair travel were taxed at the same rate as other goods, or to fully reflect its environmental
impacts, demand would falland new capacity would not be needed.”

The results since 2012 are setout below.

TPS Members' views: aviation question
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Note: respondents by year were: 202, 220, 215, 251, 228.

Overall this shows a division of opinion, with support forexpansion, particularly in the regions, but
no majority forexpanding SE airport capacity. It should be noted that we did not ask our members
abouttheirpreference forthe location of new SE capacity.

However, aTPS eventwas heldin Se ptember 2013 with representatives from all major options for
airport expansion, and a proponent of demand management, and notes of that event are attached
as Annex 2. It concluded:

“The competitive nature of the bids to be the London UK hub airport was very clear, to the extent
thatrivals are now taking the opportunity to attack each other’s cases. In this adversarial context
there are some majordemand questions which remain unclear..... The main rivals seem to share a
belief thata single London-based hub is essential, but more analysis is needed to see whethera more
diverse butintegrated approach would be more equitable both in terms of the environment and
regional balance within the economy.”



Key issues for the NPS

While we would have wished the original points we raised with the Commission to be coveredin the
NPS and the supporting documentation, this has notbeen done and we considerthat there are still
major flaws inthe assessment of the latest proposals for expansion at Heathrow. Above all thereis
the failure to use the NPS as a national policy statement and its misuse as an assessmentof a
nationally important, butindividual, infrastructure scheme. The use of the NPSforthis purposeiis
our view completely unjustifiable.

Given this criticism of principle, the more detailed issues and omissions fallinto two main groups.
The firstreflects the failure so farto seta properframe work and make a reasonable decision on
whether capacityisneeded andif sowhere. The second sets out the sort of conditions which would
be needed, and the means of providing an absolute guaranteethat they would be followed, inthe
event of proceeding with the Heathrow option.

Flawed decision making: key omissions and uncertainties

e Relatedtothe above, the unprecedented use of the NPS procedure whereby HMGis
"consulting" on a single scheme NPS atthe same time makingit clearthatthe scheme isthe
Government’s preferred choice.

¢ No national andinternational “strategicfit” analysis (as required in most major scheme
appraisals).

e Opaque base for comparisons - what would be needed fora “expansion with no
environmental/congestion deterioration” option (afterallowing for predicted technological
improvement)? Coulditbe achieved?

e No modelling of the impact of a realisticdemand management option (either on grounds of
congestion orenvironmental cost), despitethe 2012 HMRC findings?.

e Insufficient detail onthe exact flight pathsto be used and thus the real impacts

e Insufficientdetail onthe infrastructure requirements and theirimplications and some
conflict: mentionis made of the statements by HAL of model share for publictransportand
that road trafficand congestion levels should be no worse than now yet reference is made
to a major new section of the M25. Modal share requirements need to be aspirational and
stretching, aspecificrequirementand enforced.

e Lack of clarity overthe cost and who pays for the total infrastructure costs.

e Insufficientdetail on how totackle road congestion with only vague statements such as
“Additional investmentin widening, or effective policy measures such as a congestion
charge, may, however, be needed to address congestion issues following expansion.”3

e No evidencebased analysis of the night flight ban —for example the London Lorry Ban ends
at 7 am based on surveys of when Londoners wake up. The currentone endstoo early and
inany case isnot enforced.

2 This modelled a 50% increasein Heathrow APD and this caused a 22% decrease in APD paying
passengers. The Commission modelleda 10% increaseatcongested airports (mainly Heathrow and Gatwick)
with reductions elsewhere to be revenue neutral. Thisled to a 1% increasein passengers atHeathrow anda
17% fall at Gatwick. There were significantincreases atLuton and Stansted. This appears to be a key piece of
evidence for decidingto increaseSE runway capacity.

3 Davies Commission Final Report, page 23



e No publicconfidence inthe air quality analysis —as TPS said inits original submission the
needtodemonstrate independence is key.

e The economics case used viathe Davies Commission was highlynovel and yetthis has clearly
influenced HMG to favour London Heathrow.

e On alternatives, itappearsthat, duringthe consultation, DfT have ruled out a rail scheme to
enhance the Brighton corridor via Gatwick and has now announced an outline proposal to
build a new orbital road scheme which will support Heathrow by relieving the SW sector of
the M25. Thisis clearly premature giventhat consenthas not yetbeengivenandisin
danger of prejudicing that decision.

o Thereappearsto be no thoughtaboutresilienceinterms of diversity of provision. Itseems
highriskto put so many eggsin the same basketat London Heathrow when strategic
planning, over-heating West London, and security risks are properly taken into account.

e No clearanalysis of the disadvantage to otherregions fromasingle SE hub, only some
promises about domesticflights to Heathrow, simply creating further congestion.

Weaknesses in the conditions imposed in the event of Heathrow expansion proceeding

e Aswellastheimpacts, the noise and AQcommitments have not been secured financially.
What sort of guarantees can these be when takinginto account funding uncertainties from
the promoters and the financial and project risk?

e It appearsthat the costs to the publicpurse of the off-site transportinfrastructure is likely to
be huge and disruptive (see TFL's work) and the promise of fundingfromthe developeris
small. We are told that this will be subject to negotiation yet the schemeis proceeding
before thisissettled. Thisiswrongin principle fora privately led scheme and aserious
funding gap remains.

e No full costingforthe promoters of the changes needed toimprove surface access and for
demand management of private transport foremployees as well as passengers®.

e Weaknessesinthe analysis and assessment of Heathrow Airport’s ability to meet the targets
setin the NPS>.

e Highlevel of uncertainty and inadequate impact assessmentinrelationtothe disruption
cost and capital cost of constructinga runway over the M25.

e Separate fromthe guaranteesrequired forthe finance for measures to mitigate impacts, no
robust mechanism has been defined to monitorimpacts and then to enforce actionin the
eventthatthe targets fornoise, emissions, air quality and congestion are not met®. Who
would be responsible?

e Thereshouldbe arequirementthatthereisnoincreaseintrafficvolumesonthe road
networks with afocus on a substantial improvementinthe modal share of publictransport
with majornew investmentin it paid for by Heathrow Airport Limited.

4 The NPS needs to be much stronger on funding of surfaceaccess schemes by the Airport. The

wording inthe draftis very vague about funding contributions for, for example, rail access schemes. However,
the expansioncanonlyreally happen with these schemes to meet NPS targets and the Airportwill profitfrom
expansionsoitdoes not make sense for the taxpayer to foot the bill.

5 This needs to be based on recent observed data and forecastingwork undertaken to current DfT
appraisal standards.

6 If Heathrow is to be expanded, clearandirrevocableconditions need to be set if Heathrow does not
meet the targets, which means effective monitoring should also bein place.

10



e Thereisno separate analysis of the impact of increased freight movement, particularly on
local air quality. Thisshouldleadtoa freight demand management plan, including
restrictions on HGV types — ULEV HGVs should be mandatory for the Heathrow area.

e Aninadequate riskanalysis of the increased probability of an air trafficaccidentoverthe
highly populated flight paths. |s mitigation possible?

e [tisclear fromstatements made that current environmental conditions (noise, pollution
etc.) will deteriorate in much of west and south London and beyond, with trafficvolumes
rising resultingin demands for more road building; a sixth terminal is proposed with all the
consequences that willresultin and much of the costs of this will inevitably end up borne by
the publicpurse. Thisshould be included fullyinthe impact assessments.

e Thereisa clearneedtofollow and create best practise inthe whole area of NPSs— what sort
of precedentdoesthissetforthe future?

Conclusions

In relation tothe draft NPS:

e The NPS should notbe used forthe promotion of a single scheme inasingle region, based
on a Commission whosework was entirely focussed onthe SE. A true national statementon
aviation andairportsisrequired before such schemes should go ahead.

e Thus the decisionto expand at Heathrow lacks a rational policy framework for international
transport gateways or foronward travel within the UK, both short and long distance.

e Theanalysisis weakandleavestoo many questions unanswered to be confidentthatthe
decisionisreasonableand will produce value for money.

e Theregional development and demand managementoptions are not properly considered.

In the context of Heathrow proceeding:

e There are majorunanswered questions concerning the funding of the necessary support
infrastructure and measures to mitigate environmental damage of all types.

e Thereappearsto be no independentand secure mechanismto guarantee thatthe
commitments on both the financial side and environmental limits will be met.

e Thereisno confidence that future commitments will be met, given the poorrecord at
Heathrow and, for example, the inevitable tension between limits such as night flights and
operational and commercial demands.

Recommendations
The current draft NPS should be withdrawn

The case for further expansion at Heathrow remains at best unproven and the Government should
no longerfavouritoverotheroptions which may be more deliverable and far betterin terms of
strategicand metropolitan planning, environmental, economicand financial terms.

A proper NPSshould be developed with an effective, national strategyforairports which would
identify those regions and areas where expansionis judged to be needed (including the SE) and are
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acceptable instrategicplanning terms. This should then attract the individual developers to promote
one or more schemes.’”

In the mean time the Governmentshould furthertestand thenintroduce differential rates of air
passengerduty (APD) inline with the levels explored in the HMRC study with the specificaims of:
e Supportingeconomicgrowthinthe regions
e Encouraginguse of directflights from regional airports as an alternative to hubbingto the
South East
e Addressingcongestion at SEairports through regional development but also rationalisation
e Raisingfundsto mitigate the impact of existing airports especially Heathrow.

In the longerterm APD should be converted to a charge whichis flight related not passengerrelated
inorder to improve efficient use of existing slots.

From 2025 HGVs would be banned fromthe Heathrow area unlessthey were zero emissions.
If the Government proceeds with supporting Heathrow:

The nighttime restriction should be from 11pmto 7 am (based on the research which selected these
timesforthe London Nightand Weekend Lorry Ban) and complied with.

A system of automaticfines on Heathrow Airport should be introduced forany flight which violates
the existing and proposed restrictions, sufficientto act as a real deterrent. Exception would only
include bonafide emergencies, not scheduling failures or operational convenience. Revenue would
be allocated for environmental mitigation.

The funds which are necessary toimprove surface access should be deposited with anindependent
Heathrow infrastructure body in advance of construction and released by themto the relevant
agency undertakingthe work (forexample TfLor Network Rail).

From 2020 HGVs would be banned from the Heathrow area unless they were zero emissions.

A workplace parking scheme/green travel bonus scheme as considered by BAA in 2003 should be
implemented to encourage mode transfer for staff.

7 Itis interestingto note where the investment in SE airportexpansionwas planned before the break-

up of the BAA “monopoly”. A thirdrunway at Heathrow was judged to be undeliverable compared to schemes
at Stansted and Gatwick.
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Annex 1

Transpor‘tPlanningSociety

TPS response to the Davies Commission on long term proposals
Background

1 The Transport Planning Society (TPS) is setting out its views on long term proposals, but
these relate to the creation of a proper framework foraviationinvestment and management. This
should of course be related to an overall strategy for long distance transport, but thereisno clear
Government statement on this subject at present. Thus TPS is not supporting a particularlevel and
location of demand, and thus a particularlocation and level of capacity which might be required.
Our key pointisthat such basicinputstothe planning process cannot be made while aviation does
not pay its external costs generally, and in particularin relation to carbon. Inthis context other
domesticlongdistance modes, including coach, rail and car, pay fuel duty (althoughitislowerfor
rail). Aviation paysnone, although thisis claimed to be the result of the Chicago Convention. Air
passengerdutyin part compensates forthis —suggestions forits removal in this contextare
therefore strongly opposed. Howeverit could be reformed and extended. The keyissue therefore
iswhetherthe Commission willbe able to address these issues of demandinarational manner
before movingto specificcompeting, and often high profile, claims for major infrastructure
investment.

2 TPS has previously set outits views on this subject as follows:

e Thereisneedfora clearpolicyforaviation withinalongdistance travel/gateway policy
framework, notinisolation.

e Surface accessissues (local and national) are crucial and need to be consideredin
relationto a longdistance travel framework forthe UK, Europe, and beyond.

e ltisa subjectwherethereisnoconsensusviewonsome of the facts and thisneedsto
be facilitated by Government.

e Theevidence base isobscured by powerfullobbying and the Government’s role should
be to set outthe facts clearly.

e Environmentalissues are very important, particularly at Heathrow, which has afar
worse noise problemthan any otherairportin UK or elsewhere in Europe.

TPS members’ views

3 In terms of increasing revenue for transport nationally, increasing the scope and level of
aviation charges, togetherwith road user charging, has been first or second priority in our annual
membersurvey forthe last 3 years. These are normally undertakenin September/Octobereach
year.
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4 Last year we asked a specificquestion on the aviation framework which informed our
response to DfT. Resultsare setoutbelow.

Aviation policy is becoming a majorfocus for Government. In this context,
which of the following is closest to your view.

B South Eastairports are reaching
capacity and must be
expanded.

30%

42% @ Airport investment should focus
in the regions to support growth
there and notin the South East.

OIf air travel were taxed at the
same rate as other goods, or to
fully reflectits environmental
impacts, demand would fall and
new capacity would not be
needed.

Source: TPS Member Survey 2012, final results

Comments on the long term approach required

5 It seemsto be assumed that all major proposals must be for new capacity. We are neutral
on this pointuntil the effects of airtravel meetingitstrue costis reflected in overall demand. For
example, we would likeit confirmed that the Commission will examine the level of demand for both
“hub” business trafficand how changesin demand forleisure demand determines the space for
such travel. Leisureis 75% of aviation users (Source: CAA 2011 passengersurvey).

6 We notsee in Government policy to date an adequate understanding of how alongdistance
travel framework mightinfluence demand forairtravel. We recognise thataviation hasaspecial
role in providinginternational gateways, but this must also distinguish between European and longer
distance destinations. Thisis particularlyimportantin relating policies for High Speed rail (not just
HS2) and understandingits potential roleinthe UKand for European travel.

7 We alsowish to make the pointthaton rail and air transportissues we considerthat
consultation by fixed questions generally leads to bias and should not be used withoutindependent
assessment.

8 Thereisa needforscrupulous approach to evidence and analysis, some key areas are as
follows:

e The majority of aviation travelis forleisure purposes

e Theairtourismdeficitisaserious matterand must be objectively considered

e Thereisa significant negativeimpact of airfreight on domestic production (forexample
agriculture in UK and Europe)
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e Accountmust be taken of the lost tax revenue from the particular VAT position of air
travel.

Thisis notalways the case. Anexampleisthe Governmentandindustry’sviewonthe tourism
deficit. Itissaid that high streetspendingis boosted as aresult of people flyingabroad — by
£27billionayearinpara 2.9 of the Government Framework Consultation. Thisissimply not correct.
Apart fromthe fact two different references are used in the same paragraph the £27billionincludes
the cost of the air fares, which are the majority - £15.9billion. Thisis clearfromthe actual ONS
source for this figure (The Economiclmportance of Tourism. The UK-TSA for2008 ). Itincludes
spendingon clothesand otheritems, and, as one would expect, people actually spend more abroad
on suchitemsthan before they go.

9 There isa second problem with this, in thatabout 30% of the cost of flightsis the fuel, and
nowadays the UK isa netimporterso thisreally should not be counted as a balance againstforeign
spending. Equally, the payments forairfaresto foreign companiesviatravel agents or brokers
(specifically shownin the data) should not be counted. This of course should be balanced by
payments fromforeign tourists to UK airlines.

10 The conclusion of the draft framework, that the issue is complexis correct. The conclusion
thatitis probably beneficialand therefore not goingto be considered furtheris not correctandisa
seriousfailing. Nosensible framework should proceed without fully considering thisissue and
makingall the facts clearto people reading the document. Forcompleteness, we reproducethe
table fromthe reference referred toin the draft framework, but not showninthat document.

Figure 3.4 Domestic outbound tourism expenditure in the UK by product 2008

expenditure (£ millions)
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Sources: International Passenger Survey 2008, Morgan Stanley survey of airport spend 2005, Househald Final
Consumption Expenditure 2005-2008

11 In this context, itisimportantto distinguish between the aviation industry (which builds
aeroplanes), and the airtravel industry. Withinairtravelitisalsoimportantto distinguish between
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businesstravel and leisure travel. The draft framework seems to conflate theseand confusesrather
than clarifiesthe issue.

Unanswered questions

12 There are several operational and technical issues which also need to be considered further,
and we presume will be akey part of the Davies Commission. Forexample:

e [sthehuband spoke approachstill appropriate as airtravel has grown (isthe old US
model outdated)?

e [fhubs are needed, canthere be more than one inthe UK? How doesthisrelate to
regional growth?

e |[fa Europeanlevel hubisneeded, isitlikely thata UK SE airport could fulfil thisrole?

e [fa hubis critical forcity growth (assaid in the draft framework), why should it be
locatedinthe SE?

e How can we better measure the real costs of the nuisance and damage caused by
aviation. Thisincludesthe use of noise contours and the Heathrow issue —the problem
isvery plainin published documentationincluding last year’s draft framework.

e Why isair travel (afacilitating good) seen as crucial to economicgrowthin preference to
more direct ways to facilitate growth?

e What are the tax losses from the current taxation framework, and how does thisinhibit
economicgrowth?

e Do transfer passengers supportawiderrange of routes at hubs or do they impose more
costs than benefits?

e Why issurface access by sustainable modes notasufficient priority, indeed a condition,
of airportexpansion?

Way forward

13 Our conclusions onthe draftframework are that it fails to clarify the issues or provide a road
map forthe future. However, there are some general pointsto be made aboutthe nextstepsinthe
essential process of developing an aviation framework, and then a strategy.

e We supportan independentreview, butit must have a full remit.

e Thisremitmustinclude the consideration of surface access, and the associated
environmental problems, the Heathrow areais again a stand out probleminthis regard.

e We wouldsupportthe approach of fully inclusive multi-interest meetings.

e We thinkthe Governmentshouldidentify if there isaneed forany furtherevidence or
analysis, and how to ensure this has the confidence of the publicand not justthe
aviationindustry.

14 We also considerthatthe framework should address the issue of Air Passenger Duty (APD).
Thisis criticised by the airtravel industry, butis at least easy to understand and simple to collect. It
does have the perverse effect of making flights with fewer passengers, and empty seats, pay less tax.

15 The current positionis, however, distorting both passengerand freight markets, and thus
has negative effects onthe widereconomy. Replacing APD with acharge perplane, related to
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maximum permitted take-off weight (a known figure for every aircraft: MPTOW) plus existing APD
bands, would be a simple improvement and must take into account air freight. Atone pointthe
Government appeared close to making such areform. However, we would wish to see a proper

review of the many possibilities for bringing air travel into afinancial regime which addresses these
imbalances.

16 Amongthese weinclude the assessment of:

e Thelost tax revenue caused by the beneficial VAT position of airfares.

e How greatertaxation of airtravel could benefit the economy, forexample by reducing
business taxes elsewhere.

e The benefits of removingdistortions caused by the undervaluing of environmental
damage.

e Theimpact of a noise charge imposed onflightsinrelation to the numberof people
affected.

e Theimpact of a future Congestion Charge onto reflect the stress caused onair and
surface transport systems.

The lattertwo would have important regional effects in making airports outside the South East more
attractive and allowing the market to create a widerrange of services from elsewhere in the UK.

This might help to addressthe question of whetherasingle UKairporthub isthe most efficient way
forward.

17 Overall there appearsto have been littlethought so faron how to address these problems
and we considerthatitis sound economicstodo so. Onlythen cansensible, cost effective
improvements toinfrastructure be planned and executed.

18 We hope that the Davies Commission will take such an approach, and would be happy to
helpinwhateverway we can, including engaging with the transport planning professioninaless
adversarial mannerthanis usually the case with the proponents of different “magicbullet”
solutions.

19 July 2013
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Annex 2

Note of the TPS Aviation Event

Chair: Nick Richardson. Speakers: Professor Sir Peter Hall (University College London), John Stewart
(HACAN ClearSkies), Simon Baugh (Director of Media and Public Relations, Heathrow), Daniel
Moylan Transport for London Board and Mayor’s Aviation Advisor), Tim Hawkins (Corporate Affairs
Directorfor Manchester Airports Group) and Sir Terry Farrell (Terry Farrell and Partners).

Overall the event speakers set out clearly the fiercely contested battle ground between those
competingtobe the new or expanded UK hub airport, together with a critique of the Heathrow
optionfroman environmental point of view, and apleafora bit more lateral thinking, including
possible multiple hubs, from Sir Terry Farrell.

Chair’s Introduction

Nick Richardson referred to the TPSresponse tothe Davies Commission and the powerful lobbying
that was taking place. He emphasised the lack of detailed analysis of the surface access
requirements of any airport expansion and the problems this caused, both interms of congestion
and pollution. He pointed outthat42% of TPS members had supported the idea of taxing aviation
properly first, and then understanding what demand would be. He hoped thatthere would be a
rational review of this before any decisions were taken by Davies.

Presentations

The event began with Sir Peter Hall’s supportfora new airport to the east of London describing how
the Mayor’s Peer Review Group had assessed each option. Interestingly, he was of the vie w that the
two Estuary options and Stansted achieved very similar scores against the Group’s objectives. Some
of the journey timestoand from the airport options were clearly station specificand aroused
questions laterinthe event, as well as opposition from those supporting the roles of Heathrow and
Gatwick. He was infavourof a single hub optionforthe UK and thatit should be a London airport.
He pointedto BA hubbing out of Madrid. He thought moving Heathrow was quite feasible, pointing
to Hong Kong as an example of atotal move.

Sir Peter was followed by John Stewart (HACAN Clear Skies) who covered political aspects, especially
those at Heathrow. He pointed outthat 28% of all the people affected by airport noise in Europe
were affected by Heathrow, quieter planes might reduce total numbers but they would remain
huge. He pointedto continuing breaches of air pollution standards in the areafrom airand surface
transport, and the fact that expansion at Heathrow made it less likely at otherairports. His
conclusion was that Heathrow expansion was politically impossible, but that views on alternatives
even within HACAN were split —some wanted an eastern solution (as Peter Hall) but some were
worried about the wholesaleremoval of Heathrow.

Appropriately the case for Heathrow followed, with Simon Baugh stressing the need forasingle hub,
and to build onthe established popularity of the airport. He pointed to the huge populationtothe
west of London as well as London itself, with 200 of the top 300 companies within 25kilometres of
Heathrow. He pointedto faster, cheaperdelivery forexpansion ratherthanrelocation - £14-
18billion as opposed to £96billion for an estuary option. He outlined new runway options which
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removed some of the previous problems, and that a new five step noise strategy would be
implemented to reduce impacts fromthe presentlevels.

The next contributor, Sir Terry Farrell working with Gatwick Airport, balanced this by suggesting that
too much emphasis was being placed on a “grand projet” approach and that a more diverse,
incremental policy would be more flexible and cheaper. He pointed out thata very large metropolis
such as New York or Tokyo worked on a multi-hub basis, and that planning should reflect the
provision of rail and metro links and the potential forintegratinga number of airports. He pointed
out the mistakes of predictand provide inrelation to London’s Ringway proposals of the 1970s and
called fora different policy based on balanced and integrated networks ratherthan a one off mega-
solution. Some of the proposals, forexample moving Heathrow, would he believed need near-
despoticpowers.

Although Tim Hawkins was from the Manchester Airport Group, they had just purchased Stansted
and he focussed onits claimsto be the new London hub. He pointedtothe previousseven years of
uncertainty overownership as holding back growth there, now it was resolved new routes and
airlines were already locating at Stansted. He pointed outthata lot of work had been donein
relationtothe 2008 planningapplication forexpansion, and MAG was enthusiasticaboutthe new
Stansted London hub proposal. He feltthat this was now beingtaken seriously and was becoming
an attractive alternative to both an estuary- or Heathrow-based approach. MAG also had extensive
experience of airfreight operations through its running of East Midlands airport.

Finally Daniel Moylan, with a mixture of humourand high ambition, tried to enthuse the audience
for aradical rethinkand support an new hub airport in the Thames Estuary. He pointed outthatthe
many portraits of great engineerslooking down on us from the walls of the ICE would wonderwhy
we had so little confidence. He said that aviation mattered —it was not just “tacky holidaymakers” —
55% of exports by value were by air. He challenged the view that flying should be taxed “air
passengerdutyis VAT” and “why tax connectivity?”. He thought Heathrow could not provide good
service ifitran so close to capacity and that spare capacity should be builtinto the new hubairport.
He attacked Stansted for being underused and unpopularand doubted whether BAA investors would
be willingto pay for a new runway. He did notthink we needed a UK despotto organise the removal
of Heathrow and said it would become a prime site for housingand other development.

Discussion

These presentations were very much focussed on Londonissues partly because of the commonly
held belief thatasingle large hub was needed forthe UK. In thiscase everyone seemedto agree
that itwould have to be London. OnlySir Terry Farrell challenged this view and stillfocussed a
multi-hub capital city. There was also very little analysis of demand and how this was influenced by
the economy and taxation policy. While European hub airports (and others such as Dubai) were
seenasa threattheissue of how they would develop and how that would influence UK airport
demand did not seemto have influenced the rival promoters’ thinking.

Questions started with a heated disagreement about whether it was practical to move Heathrow —
asked whetherthere was afeasible planitwas clearthatthis was a future stage, as the questioner
said “the answeristhereisno plan”. Unsurprisingly the Heathrow speaker said the move was
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“fantasy”, while Stansted’s representative thoughtit should be explored in Davies Commission
Phase 2.

A group of questions focussed on the conflict between “grand projets” and the sophisticated
network approach suggested by Sir Terry Farrell. It was clearthat the two approaches were so
differentthat there wasvery little understanding between them. John Stewart pointed out that if
the EU ever managed to implement common aviation taxes this mightinfluence not just the level of
demand, butits origins and destinations, and thus the airport requirements.

Thisled to a number of questions on climate change, which all the hub promoters claimed would see
a major improvement undertheirscheme compared to the others. Heathrow in particularsaid that
the hub should be closestto the largest population, and Sir Terry Farrell agreed that the estuary
proposals had additional travel distances and times which had been underestimated. He thought
the carbon costs of moving Heathrow and the new construction would be a major problem. John
Stewart’s view was that the Committee on Climate Change had fudged the issue of aviation
emissions and this lack of clarity had led to everyone claiming they could meet the carbon reduction
targets.

Final questionsraised issues which were considered to be critical for aviation policy. One was the
need to considerthe use of other hubs outside the UK, partly related to where the partnersin the
new global airlines were based (Madrid and Iberia/BA beingan example). Atthe otherend of the
scale it wasfeltby several speakers that regional airports were undervalued and that the creation of
a single London hub would undermine regional economies. Related to this was the possibility fora
multi hub approach which could use regional airports as part of national framework. It was
questioned whetherfreight even needed to be located at the same airportas a passengerhub.

The competitive nature of the bids to be the London UK hub airport was very clear, to the extent
that rivals are now taking the opportunity to attack each other’s cases. Inthis adversarial context
there are some major demand questions which remain unclear. One exampleis the location of
business users and the surface links to any proposed hub, the otheris how much demand s price
sensitiveand would be affected by tax changes, possibly inthe context of EU carbon and air
pollution targets. The mainrivals seemtoshare abeliefthatasingle London-based hubis essential,
but more analysisis needed tosee whetheramore diverse butintegrated approach would be more
equitable bothinterms of the environment and regional balance within the economy.

Further Comments Arising from the Revised Draft NPS

Overview

The updated material now made available and reflected in the revised draftappears to have the
following effects and raises more questions than are answered;

e The combination of changing demand forecasts and methodologies for estimating directand
widereconomicbenefits, in practice, serves to confuse the target audience and to obscure
rather than clarify any conclusions relating to the Government’s preferred scheme
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The revised content of the draft seeks mainly to reinforce the Government’s preference for
the third runway at Heathrow butunderminesits choice by concluding the Gatwick is
cheaper (and hence more affordable to build and use), more economical inthe longerterm
and less damaging inenvironmental terms.

It can be successfully argued thatthe remaining planning hurdlesfaced by Heathrow
coupled with the clearly more challenging construction works makes its early delivery riskier
that that of Gatwick’s expansion and this factor alone would change the balance of
economicadvantage afforded by the options considered.

There isno adequate explanation of why an expansion of Gatwick would threaten
Heathrow’s position as ahub whenitis known that additional hubs can co-exist. (para. 3.19)
The treatment of agglomerationimpactsis lessthan clear (5.4).

Job creation (3.28) — the growth of 114k at Heathrow compared with 21k at Gatwick by 2030
seemsout of proportion and should be clarified.

Plane load factors due to the expansion (3.20) at Heathrow and Gatwick barely compare and
require explanation.

The currently superiorrail access afforded at Heathrow is clear but its further development,
for example viathe Heathrow Southern Rail access scheme is not guaranteed (3.38). Overall
resilience, including the over-concentration of aviation in one place and the concomitant
security risk should be measured. The accessibility of Gatwick has not been helped by
extended disputes and the lack of progressin achieving additional rail access schemes.
Strategicroad accessto Heathrow remains a most serious concern despite reports of new
orbital capacity being possible beyond the notoriously congested M25.

The suggested procedure for compliance with air quality requirementsisinadequate in that
it relies onthe promoterto demonstrate how it will comply. Itis clear that the promoter
cannot overly influence the outcome given the mixed causes orair pollution. If AQlimits are
breached by whatever cause, then there would need to be caps on ATMs applied and onthe
numbers of vehicles entering the airport together with additional mitigation measures
within and beyond the airport estate.

With surface access related caps, there is an inability of the promoterto control the nature
of demand and a needto define aschedule of physical and operational mitigation measures
to be funded by him with or withoutan overall cost cap given.

These concluding points present serious challenges for both funding and delivering the
projectina certainandtimely mannerand clearly add to the delivery risks for Heathrow but
not for Gatwick.
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