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Infroduction

Aviarion is a high profile infernarional industry. Irs rapid growth has broughr pleasure

fo many fourists and creared wealth for many businesses. Ir employs large numbers
of people and has been resilient ro economic swings.

The growth in the number of passengers and aircraff has nofr been achieved
wirhour a range of environmental effects — norably noise, air pollufion, safety,
surface access congesfion and urbanisarion.

The government is now committed fo preparing a new aviarion policy thar looks 30
years ahead. Ir must do so in the light of reliable, independently prepared studies
rhar rake the bias and emorion our of an industry thar so many of us rely on bur
which causes so many dispures and so much disturbance. In preparing thar policy,
rhe government has also sfared thar the industry will be expecred ro meef ifs
external environmenral costs — another bold challenge which could have very far
reaching effecrs.

This short statement by SASIG considers the forecast levels of growth for the UK,
assesses the extent fo which they are realistic and identifies the economic
issues for the UK of meeting some but not all the demand. It finishes with a
statement on the future for aviation in the UK.

The conclusions reached differ
from an earlier study
undertalken for the aviafion
indusrry by Oxford Economic
Forecasting (OEF), enrifled "The
contribution of the aviafion
industry o the economy of the
Unired Kingdom” and publicised
in November 1999 under the
banner of "AVIATION MATTERS'.

One of the findings of rhar earlier srudy

was thar 25 million less passengers per

annum in 2015 would resulr in:

e 0.3% reduction in GDP (£4 billion
per annum)

e 36,000 fewer UK jobs

This statement by SASIG, based on
independent research, acknowledges
that aviation does matter and that it is
likely fo confinue to grow for the next
30 years or more. But SASIG also seeks
to show that, if aviation is to meet its
environmental costs, then some restraint
will be needed but that there will be
little or no economic penalty to the UK.

There should be no overall job losses
and no reduction in GDP.

SASIG's conclusions are therefore radically
different fo those reached by the aviarion indusfry.

SASIG comprises around 60 local authorifies spread across the country. Local
aurhorities have a responsibility for both the economic well being of their areas as
well as the environment and rhe qualiry of life of their residents and local
businesses. They are thus able o ralke a more impartial view of the confribution
thar aviation malses ro their areas than either the aviafrion industry irself or the
narional and local environmental organisafions.



Forecasts

The government has just published new air fraffic forecasts for the period up fo
2020. They have assessed demand from UK and foreign business and leisure
passengers for domestic and infernarional flights. No account has been ralen of the
availability of airport capacity fo meer demand. They are nor rherefore forecasrs of
whart will occur but they do esrablish the base from which rthe new 30 year aviafion
policy will be developed. The forecasfs are expressed as a low, medium and high
range, with gradually declining percentage growth rafes over the 20 year period.

In order o give a more complete picfure for furure policy formulation rthe graph
below adds SASIG's forecasts for 2030, based on a confinuarion of those declining
growth rares.
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There are some imporfant observarions fo make on these figures.

Are the forecasts accurate? Earlier forecasts, published in 1997, showed a mid point
of 310 million passengers per annum (Mppea) in 2015. These lafest forecasrs have
increased that figure to 333 mppa. This is because recent growth rares have been af
or above the high end of the earlier forecasts. Achieving higher than predicred growth
rafes has now been prevalent for many years. It has confribured fo the provision of
infrastructure lagging behind demand, with resultant congestion ar some qirports.

The government’s forecast
average growth rate from 1998
to 2020 is 4.26% — almost 11
million exfra passengers a year,
requiring the equivalent of a new
runway every 4 or 5 years
somewhere in the UK.

One of the assumprions builr in fo y

Typical overcrowding
af a major airport

the forecasts is thar air fares will

decline by 1% per annum in real
ferms over the forecast period. An
alrernafive assumprion was fesred, with air fares staying level. Thar reduced the
forecast for 2020 by 25% — giving a mid poinf figure of 301 mppa rather than 401
mppa. If aviafion is fo pay ifs external environmental costs ir seems likely thar air
fares cannot confinue fo decline, thus a lower forecast may indeed be more realistic.

The forecasfs are merely a piece of rechnical work. The exrent ro which they are
accurare, and will be realised in practice, will depend on the policies thar are
followed. A consfraint on infrasfructure or a rise in airfares is likely fo resulr in much
lower figures being achieved.

How has the industry grown in the past? In the 1990s growrth was 5.4% — an
extra 7 million passengers every year. In the 1980s it was 5.7% (4.2 million exfra),
in the 1970s ir was 7.3% (2.9 million extra) bur back in the 1960s the 13.5%
annual growth resulted in a mere 2.0 million exfra passengers each year.

Looked ar anofther way, the mid-level forecasts show thar by 2020 there will be an
extra 14 million new passengers a year — presumably sfill growing year by year. This
could mean 3 more runways, somewhere in the UK, between 2020 and 2030.




Average annual growth in passenger numbers at UK Airports
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As the aviafion industry marures and as the percenfage growrh rafres decline, the
problem is, and will be, thafr smaller percentage growth rafes result in a huge
increase in passengers and a marching demand for new infrastructure. The
environmenral effect of huge increases in passengers and aircraff, which has
parfially been mifigared in the past, will be more difficulf for the community fo
handle in the furure.

Who are all those passengers? The forecasts show different growrh rates for
different fypes of passenger. UK passengers fravelling abroad on holiday are
estfimared fo double between 1998 and 2020, bur foreign visifors fo this country
may freble. Business passengers, both foreign and UK, are forecast ro more than

rreble, bur those fravelling on the low cost airlines seem sef ro quadruple. And most

of those rares could go on for the subsequent 10 years and sfill keep growing! By

2030 every UK citizen could be making, on average, two leisure refurn trips by air

every year. Will we all have rhar
much leisure fime and money?
SASIG is convinced thar this level of
growth will furn our fo be an
overestimare.

What will be the effect on
foreign destinations? The worl
done by and for SASIG cannort
examine this issue on a global
scale. However, if is becoming
increasingly obvious thar many
places and counfries are becoming
sarurated with fourists. Gradually,
the quest for remoteness and
isolarion is making people fravel
further, yet those destinations will
lose rheir affractiveness, as they
become more crowded. Ar the
other extreme, those who seels a
more hecfic holiday style are
purfing unacceprable pressures on
some of their host locafions.

What will be the effect on UK
destinations? It is imporfant fo
thinls carefully abour the capacity

00 many fourists
could spoil this setting




of the lkey fourist desfrinarions in this country. The air fraffic forecasts suggesr thar
they will need fo absorb 3 or 4 fimes as many foreign visitors even though many of
the famous locafions are already overcrowded. If is difficult fo imagine local
residents accepting more fourists in Yorls, Oxford, Strafford-upon-Avon, the Tower of
London or the Brifish Museum. Yef if is those very places that the foreign fourists
want fo visit. If they can'r, or if they find them foo crowded, rhen rhose desfinarions
will no longer fearure on the rourist circuit. It will always be difficult to persuade
foreign fourists fo spend most of their fime in new or less well known arfractions.

Once again, this poinfs fo the forecasfs being roo buoyant fo be achieved in reality.

Too many tourists could
overcrowd London

......

So, what should we conclude?

The accuracy of the forecasts, or more imporfantly the lilkelihood of them being
realised, is a crifical facror in forward planning. The forecasts are the srarfing point
for the government in developing a new 30 year airports policy. The present
capacity of all the main airporrs in the UK is around 250 mppa so overall demand
will outstrip supply by around 2007, or even earlier in the sourh easr. New facilifies
could be needed for over 250 million further passengers by 2030 — the equivalent
of 4 new Hearhrow's or 14 more Manchester's ar their present size. If the high end
forecasts continue ro be achieved, then it will be 6 new Heathrow's or over 20
Manchester’s thar will be needed.

The scale of growth is not only critfical af a nafional level bur its realism also needs
o be considered ar the level of individual airports. Some may find expansion easier
fo absorb rthan others, indeed many of the regional airports are actively seeking
modest and susrained growth. However, if there are some airporfs where large-scale
growrh is impossible, then addifional pressure is exerted on the remainder. This
could resulr in some regional airporfs, perhaps now carrying only half or one million
passengers, being identified fo fake 10 or even 15 million passengers a year.

SASIG believes that it may not be realistic to expect so many passengers to
travel. It is cerfainly not realistic to expect new facilities fo be acceptable at
that scale. However, if the 30 year forecasts are unacceptable, then a policy
change needs to be made now, nof in 5 or 10 years time. Current growth
trends of around 5% per annum need bending downwards.



Economic Effects

The nexr imporftant aspect fo consider is the economic effect of meeting or nor
meeting rhese levels of unconstrained demand. If growth slows down, is there a
damaging effecr on the narional economy?

Aviation accounts for 1.2% of national GDP. OEF, in their report sponsored by the
aviation industry, tried fo claim it was as high as 1.4% by including an estimate of
refailing and carering at airporfs bur that is misleading. Spending of thar sort would
ralke place elsewhere if nor ar the airport and therefore properly belongs in the
refailing and carering sectors of the sratisfics. Surely, one does noft justify extra
aviation capacity on people’s desire fo ear croissants or buy perfume ar an airport!

To pur aviarion info the perspective of the nafional league rable of our biggest
organisafions, if sits between agriculrure and legal services, with some 25 sectors
being more imporrant fo the national economy. Just think — agriculture contributes
more to the national economy than aviafion.

OFF, in their worls on behalf of the aviation industry, tell us thar rhere are around
180,000 people directly employed in aviation relared jobs ar present. SASIG accepts
fhar growth in passengers will creare a demand for more jobs. Bur it is important fo
remember thar slowing down the growrh rare in passengers will nof reduce the
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existing number of jobs in aviarion,
bur merely slow down the rare of
increase. The imporrant issue for
the UK economy though is nor the
increase in jobs in aviafion, it is the
facr thar money nor spenf on air
fravel will be spent on ofher goods
and services. Ir will therefore creare
jobs in those other sectors.

The economic effect of slowing
down the growth in aviation

will be to produce a different ’
distribution of jobs around the UK. [JEMGECECRVIEETRE. 28

The OEF report claims thar the air fransport industry provides a productivity benefit fo
the whole economy, whereas their research showed rhat ir was all forms of
fransport thar made the confribution. In thar they could nor show such a direct
confribution from aviarion, they in fact did not prove their own claim. They could
not produce any figures for the lower contribution to GDP of a lower growth
rafe in the aviation industry.

Anofher aspect of economic importance is the need ro estimare the rype of
passenger who will nor be able ro fly if there is a constraint on new infrasfructure.
Will UK businesses suffer if aviarion growth is less than the forecasrs?

If there is a shorrage of sears on aeroplanes then the price of those sears will rise.
Will it be the leisure passengers or the business flyer rhar fails fo pay rhar exrra cost —
perhaps a very large exrra cost? OEF's main assumprion was thar leisure and
business passengers will all be priced off in similar proporfions bur surely common
sense rells us thar leisure passengers are far more sensifive fo price rises than



businesses. Affer all, the
business flyer will always
rravel if the extra cost of
flying resulfs in rhe frip irself
producing more profir than
sraying ar home.

So, on balance, a price
rise in air tickets will deter

Not just airports but whole
towns may have to be built

more leisure than
business passengers. Thus
air fravel price rises will not have a major effect on the role of London as a
World City, nor on the UK as a prime destination for inward investment.

The aviarion industry has in the past made sfrong claims abour the number of jobs ir
creares and the spin-offs ro the local economy. Bur growrh in aviarion acrivity can
bring huge costs o a local area in ferms of congesrion, overcrowding, competifion
for scarce labour and environmenral damage. So, who pays those costs? Are they
greater or smaller than the benefits o the nation resulfing from aviation activiry?

In many cases the economy around airports, parficularly those in the sourh-east, is
operafing af, or very close fo full capacity such thar any significant airport expansion
could creare problems. In essence, there is very liffle real unemployment around
most Major airportfs. But if airports expand, new jobs are created and that normally
means more new houses or more inward commufing — either of people o worls ar
rhe airport or fo fill the jobs in other local firms where sraff have moved fo the
airport. Bigger airports cerfainly mean more roads and more public fransporr. More

aeroplanes means more environmental impact of noise and pollurion.

Airport growth may only benefit a local economy when the expansion can be
absorbed withour third parties, particularly the local authorities and ofher local firms,
having ro spend more money on ofher essenfial services needed fo supporf the
overall level of airport expansion. Expansion of some of the smaller regional airports,
if it can be achieved, may help their local economies bur only if there is a sufficienr
suirable spare labour supply.

Many claims are made rhar the aviafion indusfry brings economic benefirs through
faciliraring rourism. This may be frue for some areas bur needs fo be assessed ar a
national level. Incoming foreign rourists spent £9.9 billion (1997) when visifing the
UK but UK rourists spent £13.4 billion when fravelling overseas. Tourism rhus
represents a ner loss fo the economy. The OEF report recognised rhis and
commented rhar consfrained UK fourists ... would arguably support more economic
activity in the UK than overseas visifors fravelling by air fo the UK currently do,
although it is nor clear in practice whar people would choose fo spend their money
on instead.”

So, what should we conclude?

The real measure of the economic importance of the aviafion industry is nof the
number of jobs, or even the rafre of increase in jobs. A slower increase in
passengers than forecast will enable people to spend money on other goods
and services. That will produce a different distribution of economic impact and
thus the real assessment is whether that alternative distribution would be a
more efficient use of resources. No worls has been done o enable thar
assessment o be made.




Social & Environmental Costs

I is relarively easy ro malse assessments of the economic effects of more or less
aviarion growth. I is much more difficulr fo pur figures fo the social and
environmenral effects. This has always made decisions on aviafion infrasfructure
difficult ro rake in a rarional way.

The OFEF report for the aviafion industry very specifically did nof sef out fo measure
fhe environmental cosfs fo ser against their assessment of economic benefifs. They
thus produced no basis for the industry’s claim rhat ‘Aviation Matters’. At the present
fime fthere is sfill no sfudy of environmental cosfs fo rely on bur the important facrors

are well known.

Surface access. Whilst some airport
developments do pay for relafively
local road and public fransport
improvements, the effects on the
fransport nefwork are offen spread
much wider. Nor can the aviarion
secror compensare ofher local firms
and individuals for the cost of
congesfion. The majority of people sfill
wanf fo fravel fo airporfs by car or raxi.
Car parks and faxi ranls af airporfs are
just geffing bigger and bigger.

Tourism facilities. It is nor sufficient fo
assume fhar huge increases in the
number of fourists Visifing a region
will ulfimarely bring overall benefirs
ro thar region. Careful planning is

A typical congestion
problem near a busy airport

needed fo minimise
some of the negarive
effecrs while ensuring the
whole communiry can
reap the benefirs. In the
same way, if is Nor certain
fhar improving access by
aQir fo a region would
cause an increase in
rourist spending. If is clear
from many srudies thar
levels of congestion and

decreasing qualiry of life for local residents would malke significant growth in
fourism unarfractive ro many local people.

Once again, some growth could be acceprable in thar if could be absorbed and
could provide some fangible benefits. But an overall growrh of say, 300 to 400%
could have roo many disadvanfages fo be economically and socially beneficial. If
the growth in the numbers of leisure passengers does slow down, then UK residents
may fake more of their holidays in this country. They are likely fo choose more
widespread desfinarions than foreign rourists — a move which could help in
regeneration programmes.

Noise pollution. Some individual aircraft are getting quieter and the overall level of
measured noise ar most major airports is reducing over fime. But high levels of
expansion ar any airport can reduce rhar frend. Communities are also becoming
more sensifive fo noise and many are finding the frequency of aircraff passing
overhead more disturbing than the noise of one aircrafr. Around the larger qirports
ground noise is as annoying as the noise from aircraff in flight.




What is the cost of being wolken up af nighr and losing productivity the next day?
What is the cost of children being unable fo hear rheir feacher ar school when an
aircraft goes overhead? These costs, to people and fo the Nafional Health Service,
need fo be set against any economic benefits.

Air pollution. Residents around airporfs are aware of the smell of kerosene and rhe The passenger does of course pay a recently infroduced air passenger fax which
effect of air pollurion on health. The huge volume of road traffic concentrated once collecred by the aviation mdusrry seems fo disoppeor in fo the governmemr's
around Oi]’pOI’TS also causes local pOI|UﬁOﬂ' Bur perhops the grearest concern is the litfle learher bOg \)\/hy not malke it, or some of it, available to provide better pUb“C
effect aviation has on g'ObOl Worming. Over the next 50 years it has been fransport or fo minimise environmental disturbance?

estimared by the Infernarional Panel on Climare Change that aviation could be

Safety. More passengers means more aeroplanes in the sky, such thar congestion,
producing up fo 15% of the global warming gases — bur af whar cost? If is now Y o 9 o W o

. fime delays and safefy are becoming issues of concern fo the public. A slowing
claimed that one passenger

. . down in the rafe of growrh would allow more fime for rechnology fo help the air
making a return journey to '

. fraffic controllers.
America produces more

pollution than an average car So, what should we conclude?

does in a whole year. There are clearly social and educarional benefits from travelling. Once again, a

Taxation. It is becoming slower than forecast growth rare would not produce an overall reduction in those
increasingly well publicised thar benefifs as, over fime, more and more people would still be flying. But a slowing
rhe aviarion industry is, in effect, down in the rate of growth would allow the aviation industry the time to improve
subsidised by exemptions from its environmental performance and would allow communities to take posifive
normal raxation. There is no tax action to minimise the adverse effects.

on aviation fuel and even the
vehicles that run around an
airport do so on duty-free (red)
diesel. There is no VAT on buying
aircrafr and aviafion fuel nor on
the meals thar are earen in
aeroplanes. Why?

Aircraft and houses|
make bad neightl’ou



The Future of Aviafion

Travelling by air is here ro stay. Ir is a mode of fransport thar many people enjoy

or find necessary. It will confinue fo grow. Ir will continue o creare addifional
jobs. It will continue to bring economic benefits to the UK providing the
growth is nof excessive.

The question is nor abour growrh or decline of rthe aviafion indusfry as some
would have the public believe. Rather, if is abour how much growrh is
sustainable — how much growth is good for us? Or puf rarther more bluntly, the
need ro undersfand thar foo much growth is bad for us. In some parts of rthe
country neither the environmenral nor the economic impacr is acceprable.

The currently forecasr growrh rares assume a reducrion in the real price of an air
ricket. Yer the government is pledged to ensure thar the aviafrion industry meets
irs exrernal costs. If this happens, then the real price of air rravel will increase and
some people will decide nor fo ravel. Will they save the money, spend ir on
something else or lef it burn a hole in their pocket? Whichever they choose o
do they will creare jobs — either in rhe financial services secfor fto manage their
savings or some orfher secror, such as UK fourism or by the purchase of orher
goods and services.

SASIG believes thar the growrth rares currently being forecasr will nor marerialise
and certainly should nor be allowed ro materialise. Other than price rises fo deter
fravelling, the desrinarions ro which people are forecasr o fravel will not be
capable of accommodaring them wirhour defrimental effects — an influx of foo
many people will dissuade an everincreasing number of visifors from fravelling.

S0, whar if the growth rares slow down even more quickly than is currently being
forecast — perhaps averaging 2 to 3% per annum, rather than around 4% as
forecast by the government for the next 20 or 30 years? SASIG believes thar
the economic effecr on rhe UK will be a redistribution of wealth and jobs. Orher
secrors of the economy will absorb the spending power thar would have gone

info aviarion. Other secrors will produce the new jobs — perhaps rhere will be a
different distriburion of jobs with a grearer emphasis on those regions outside the
south-east of England.

Just a bit less than forecast growth in aviation will be good for us all.

SASIG therefore concludes that:

¢ Aviation growth needs to be slower than the current forecasts, averaging
no more than 2 or 3% over the next 30 years.

This will still result in more than doubling the existing number of
passengers (160 mppa up to 300 to 400 mppa) — producing a leaner,
more appropriate and more acceptable airport, runway and terminal
building programme.

This slower growth will not affect the UK economy as we will all spend
our money on other things, thus creating different jobs.

Air travel costs will need to increase so that the aviation industry and its

passengers pay the full environmental cost of their activities.

There is a need fo create jobs, in aviation and other sectors, in the UK
regions oufside the south-east. Absorbing more jobs info regional
economies will help implement current government policies.

SASIG urges the government to develop and
implement a national aviafion strateqgy based upon
credible and fully independent research and analysis.



