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This paper undertakes an analysis of the economic role of the airports within the South West.
it is intended to provide the ‘evidence base’ from which the South West Regional
Development Agency (the ‘Agency’) can formulate its policy regarding potential future airport
development within the region.

The analysis shows that air travel services have been an important area of economic growth
for the region in the last decade or more and, on the basis of reasonable assumptions about
relative prices, incomes, tastes and sector structural developments, this trend is expected to
continue.

Alr travel services are likely to be an important but not sufficient ingredient (in themselves) in
any attempt to raise the contribution of productivity-led growth to the region's economic
performance. SW businesses invariably cite fast, reliable and cost effective transport links
as a key missing ingredient in developing their access to markets outside the region.

In view of government's instruction that we raise the region's “sustainable trend rate of
growth in terms of GVA per head”, it is important that the South West's main airports, along
with other transport modes, provide good access toffrom existing and growing markets
outside the region. This will help secure more productive, competitive and sustainable
businesses in line with the Regional Economic Strategy.

We welcome current activity, at a national level, to promote technical innovation in the
aviation sector, changes to international/UK policy and to customer behaviour. This may
help alter the pattern of future sector development and will help ensure that expected future
growth is increasingly sustainable.

Mistorical Passenger Growlh and Fulure Projections

The regional air travel market has changed dramatically in the past number of years. The
growth in regional air services can be linked to the liberalisation of European air services
from 1993. This allowed new and existing airlines to exploit new opportunities and gave rise
to the rapid expansion of No-Frills Carriers (NFCs). The NFCs have changed the nature of
the short-haul airline business in Europe, both in terms of the price and the product offering.

This has unlocked latent demand from passengers who were keen to travel from their local
airport, rather than via London or some other connecting point. As a consequence, growth at
UK regional airporis has mostly exceeded growth at a national scale, primarily by growing
faster than the large South East airports.

1. Total passenger movements in the region have grown at three times the rate of
national passenger growth since 1997.

Passenger numbers at South West airports, 1999-2006

1999 2002 2004 2006
Bournemouth 273,0000 392,000 493,000 961,000
Bristol 1,985,000 3,415,000 4,603,000 5,710,000
Exeter 288,000 338,000 614.000 971,000
Newquay 75,000 185,000 253,000 343,000
Plymouth 109,000 76,000 106,000 77,000
Total 2,711,000 4,406,000 6,070,000 8,063,000




Maost airports appear to be in a relatively robust position, with an increase in commercial
focus. The exception appears to be Plymouth which has suffered contracting passenger
numbers in strong market conditions.

Overall, demand has been driven by:

@

The decreasing relative real price of air travel

The increasing real income of consumers

Changes in consumer taste; in terms of leisure time and expenditure
Increased product offering from the airlines and airports

&
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When coupled with capacity constraints at the larger South East airports, passenger growth
at regional airports could continue to outpace overall national projections. The airports’ own
collective projections exceed the national profile, but only marginally so. Importantly, the
latest passenger demand projections produced by the Department for Transport (DfT) in
November 2007 continue to project strong growth at all regional airports, particularly at
Bristol, Bournemouth and Exeter.

2. The collective growth plans of the airports do not represent significant
deviation from the growth outlined in the national projections.

This paper argues that we are not in an appropriate position to question the growth
projections of either the individual airports or the DfT projections. The National Air
Passenger Demand Model applied by the DfT is an econometric model that estimates the
effect upon future demand of key driving variables. Thus, the effects of higher oil prices,
lower economic growth, additional carbon surcharge etc. have been factored into projections.

3. In terms of certainty, it is likely that the airports will have a greater degree of
confidence in their projections for the period to 2015.

in particular, regulatory changes (particularly any carbon surcharge and its effect on prices)
will be understood more clearly and can be factored into business planning. The growth
plans of the individual airports broadly show that much of the projected growth wilt be ‘front
loaded’ into the period to 2015. This represents collective confidence in the near term
growth prospects for the market.

In addition, we have run a number of regional scenarios that have reflected the exercise
undertaken by the DfT.

4. This estimates that economic and real income growth of individuals will remain
the fundamentatl driver of fong term trends in passenger demand.

Those scenarios which work through the price of air travel have relatively muted impacis.
The 2007 DfT projections are based on the leisure market being somewhat responsive to
changes in price whilst there are no indications that price has a major influencing factor on
business travel.

The consequence of any potential rise in the relative real price of air travel — driven by
‘internalising’ the cost of emissions — may not be affected significantly if the economy
remains strong in the long term. Indeed, the DfT have modelled decreases in real non-fuel
costs for airlines. This suggests that the impact of the Alr Passenger Duty and carbon
surcharge on the consumer may be partially negated by continuing competition led pressure
on costs.
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5. Projections at a national, regional and airport level all imply that a proportion of
any growth will be driven by an increase in the propensity to fly.

It is likely that there will need to be a higher ‘density’ of air travel from regional residents for
our airports to achieve their growth plans.

Leakage

6. Leakage from the region remains an issue. It is estimated that around 8.2 mppa
are made from the South West to/from airports outside of the region.

This remains marginally larger than collective passenger movements through the regions
airports. Whilst the route portiolio of regional airports has increased markedly, they still do
not satisfy a large part of the ‘market demand’ in the region, particularly for ‘long haul’ routes.
LLeakage has decreased but will probably remain ‘sticky’ with regards to the long haul market.

Estimates of Economic Importance

Our commentary on the economic impact of airports is based on four primary areas:

= Employment — both direct and indirect (implicitly including the supply chain impacts)
= Tourism expenditure

» Effects on the competitiveness of businesses

= Clustering of businesses around airport activities

7. Airports are important economic actors in their own right, with significant
direct and indirect employment via a range of support businesses.

Gross economic impact based on employment effects

Gross Employment | Gross Value Added (mn) | Gross Output {mn)
Bournemouth 843 45.0 94.7
Bristol 4,353 218.5 493.0
Exeter 2,721 121.7 367.8
Newquay 408 18.6 31.4
Plymouth 312 19.5 45.0
Total 8,637 423.3" ‘ 1,031.9

Employment at both Exeter and Plymouth are positively influenced by the associated
presence of regional airlines. Bournemouth and Newquay could see strong near term
employment growth, given their respective growth profiles.

8. It could be argued that Bristol is a regionally significant direct and indirect
employer.

Employment is not necessarily commensurate with passenger throughput. As with most
businesses, as they grow larger they tend to generate economies of scale. We wouid expect
that as the competitive environment continues and intensifies, that this trend would continue.
We have factored some sensitivity analysis into our estimates of future employment growth,
based on increased efficiency at airport businesses.

* A broad estimate is that this equates to 4-5 per cenl of regional GVA
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We estimate that, if the airports individually and collectively achieve their growth targets, then
direct and indirect employment will similarly grow — although we estimate at a slower rate.
Any confidence in these employment estimates will be greater in the near future, along with
the airports themselves.

9. Commentary on long term employment estimates should be treated with
caution. It is likely that many factors will change in the medium to long term;
ranging from business modeis, supply chains, employment types etc.

Estimates of future economic impact of regional airports

2015 2030
On site | Gross GVA {On site | Gross GVA
employment | employment | (Emn) | employment | employment | {(£Emn)
{(FTESs) (FTEs)
Bristol 2450-3231 | 4267-5628 | 190- | 2052-4294 | 3574-7478 | 158-
251 334
Bournemouth | 1064-1403 | 1834-2419 | 87- 865-1810 1491-3120 | 70-
114 147
Exeter 976-1287 1983-2616 | 106- | 889-1860 1807-3781 | 97-
140 202
Plymouth 473-624 953-1258 51-67 | 422-882 850-1778 45-85
Newquay 411-542 609-803 36-48 | 655-1372 596-1248 36-74
TOTALS 5374-7087 | 9646- 470- | 4883- 8318- 407-
12,724 620 10,218 17,406 852

Tourism Effects

In terms of tourism, clearly airports are an important facility for both inbound and outbound

travel.

10. importantly, our estimate of the tourism effects do not take into account the
flow of expenditure out of the region because of consistency of data issues.

Airports’ contribution to gross tourism expenditure
Gross Expenditure | Gross Employment | Gross Value Added
{£Emn) (FTEs) (Emn)
Bournemouth 20.13 425 13.5
Bristol 1565.2 3279 103.9
Exeter 13.3 281 8.9
Newquay 21.39 452 14.3
Plymouth 1.59 34 1.1
Total 211.61 4471 141.7

We do show, however, that a significant amaount of route development at regional airports
has been connected to leisure destinations. The latest available data from the CAA suggests
that there remains a large net outflow of UK passengers fo leisure destinations.




Our estimates of the inflow of tourism expenditure do use, where appropriate, the latest Civil
Aviation Authority data. We recognise that the airports may have access to additional data —
particularly with regards to the level of business travel and the inbound/outbound split on
their connections — but because this is a multi airport exercise we have attempted to use a
consistent data set. For Plymouth and Newquay, we have made some assumptions based
on the CAA data used for the other airports.

Again importantly, our estimates do not take into account ‘additionality’; the proportion of
passengers travelling through the regional airports who would not have made that journey —
inbound or outbound ~ without the air connection in place. Again, this was data not
consistently available across regional airports.

11.As a consequence, commentary on airports role in facilitating additional
movements into and out of the region is constrained.

Compelitiveness and Clustering

We recognise that transport infrastructure plays a fundamental role in business development.
Importantly, it plays a key role in improving the perception of connectivity for more rural
areas. Air connectivity is important in helping to retain high vailue added activities in the face
of competitive pressures.

We expect thal many routes offer significant benefits to South West businesses. There is
evidence of increased business travel using air services and we argue that the improved
connectivity that airports provide is an absolute prerequisite for the regions’ economy to fully
integrate into global markets. Whilst evidence of the importance of air travel to businesses
always tends to be ‘'loose’, what exists does suggest that it leads to improved
competitiveness and boosts regional output.

We argue that the withdrawal of air services from the region would inhibit future economic
growth potential. In particular, it would place regional businesses at a competitive
disadvantage to others elsewhere.

12. Access to markets has been shown as a key reason for the persistent
productivity gap between South West businesses and UK averages.

The relationship between transport and growth of sectors has been tested in a number of
studies. All have adopted different approaches, all generate different resulis and all have
some methodological issues. Not least, attempting to determine the true relationship — cause
or consequence? Does high growth raise demand for air travel; or do high levels of air travel
increase growth in those sectors? In reality, it's probably both.

In our paper we comment that there is mixed evidence between the growth sectors in the
region over the last few years and their levels of air travel.

13. The relationship between high growth sectors in the region and air travel
appears to be weak. Air travel may not necessarily be a pre requisite for
economic growth.

It will be the case that air travel will play a variable role amangst sectors, or industries.
Connectivity via airports will be a more important factor for some industries than for others.
The importance of air travel will often be business specific.



However, previous work undertaken suggests that an increase in passenger travel,
particularly business travel, would shift up long term national and regional economic growth
and productivity.

In terms of ‘clustering’ of aviation related employment around airports, we argue that this is
only displayed at Bournemouth. There are a number of key aviation occupiers at
Bournemouth. Newquay and Exeter have plans for nearby empioyment land development
but it is less clear how much of an aviation related focus there are in these plans.
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This paper has been produced to inform the South West Regional Development Agency (the
‘Agency’) of the key issues that need to be considered when assessing its approach to the
primary commercial airports within the region.

For the purposes of this paper, these are Bristol International Airport, Bournemouth Airport,
Exeter International Airport. Plymouth City Airport and Newquay Cornwall International
Airport.

The Agency wishes to gain a better understanding of the relationship between an airport and
the regional economy, the employment opportunities which flow from airport activities, and
the wider economic benefits that arise.

The paper has been prepared in line with the Government's strategic framework for the
development of airport capacity, in line with the White Paper ‘The Future of Air Transport’,
published on 16 December 2003.

One of the requirements of the White Paper was for significant airports to prepare Master
Plans regarding their development plans for the period to 2030. To date, Bristol and
Bournemouth have completed their Master Plans and have, or are, going through the public
consultation process. Exeter, Newquay and Plymouth are at varying stages.

Where appropriate, our approach builds upon previous work that has been undertaken in the
region and elsewhere. Almost all previous airport-related work acknowledges the
methodological difficulties in the assessment of direct and, particularly, the indirect economic
impacts that airports produce. Wherever possible, quantifiable approaches have been used;
but we have also had to rely on secondary sources and more qualitative approaches in other
instances.

£}
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We have drawn on a number of data sources. These are fully referenced throughout the
report (usually as footnotes), the main sources include:

» Master Plans from the relevant airports and ancillary support papers from the
remaining airports

¢ The Government White Paper on Future Air Transport (2003)
» Department for Transport (DfT) national air passenger projections

s CAA Passenger numbers, CAA Flight numbers, CAA Passenger surveys and
International Passenger Survey

» South West Regicnal Accounis
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Following this introduction, the report is presented in two chapters:

= 'Past and Future Drivers of Air Travel’
« ‘The Present and Future Economic Impact of South West Airports’

We recognise that the primary focus is estimating the economic impact of our regional
airports. Therefore, we present much of the information of the first chapter in a series of
appendices. However, to ensure appropriate context, each section will have a brief summary
of the main points contained in its corresponding appendix:

Chapter 1 - ‘Past and Future Drivers of Air Travel’

Section One, Policy Context; provides an overview of the overall policy context, taking into
account current national strategies and priorities. This includes consideration of emerging
policy positions (and their potential impact upon future market growth) regarding the link
between air travel and productivity (Eddingion) and the environment (Stern).

Section Two, The Changing Regional Market Place; a brief overview of the main drivers that
have altered the market place within the past few years.

Section Three, Previous Airport Performance; an overview of the recent historical growth
experienced in each of the five regicnal airports. Including an analysis of financial
performance, route expansion and passenger growth.

Section Four, Individual Airport Growth Plans and National Growth Projections; detailing the
growth plans for each of the regional airports; set in context of national growth projections.

Section Five, Scenario Testing, implementing different scenarios at a regional level to
estimate the impact upon potential airport growth in the South West

Chapter 2 - ‘The Present and Future Economic Impact of SW Airports’

Section Six, Economic Impact Methodology; sets out the methodology used in calculating the
direct and indirect economic impacis of each of the airporis and assesses the growth plans
of each of the airports as presented in their master plan documents.

Section Seven, Current Economic Impact; an estimate of the current direct and indirect
economic impacts of each of the airports.

Section Eight, Economic Impacts to 2015 and 2030; applies the same methodology to the
airports’ growth plans, as articulated in their master plans (or alternative supporting
documentation), for the period to 2015 and then to 2030 as a way of providing a range of
employment and economic impact estimates.

Section Nine, The Competitiveness Agenda, uses secondary literature and previous
research to outline the role that airports have in facilitating growth in a modern and flexible
economy.

Conclusions, provides a brief summary of the report's main findings.

Appendices
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This section sets out the overall policy context. There are three main aspects to this context
setting ~ UK aviation policy, UK and EU environmental policy and general economic and
transport economic policy. Full commentary is contained in Appendix 1. Here, we briefly
outline the main relevant policy pointers.

FOPGLDY SORTERY

The White Paper 'The Future of Alr Transport' sets out the framework for the development of
airport capacity in the UK over the next 30 years. It sets out a policy framework which will
help to inform decisions on future planning applications as welt as setting out the case for
future expansion at airports across the country. The White Paper concludes that there is

significant potential for growth at South West airports, with the main potential at Bristol.

The White Paper Progress Report published in 2006 looked at the changes in the market
since 2003. It reaffims the commitment to a proper balance being struck between
economic, environmental and social considerations. The report states that aviation should
meet its full external costs and responsible growth should predominantly make best use of
existing capacity and supporting targeted capacity increases.

We feel that the proposed inclusion of aviation in the EU Emissions Trading Scheme, from
the period 2010/2011, couid result in additional cost implications for airlines. We expect that
part of this additional cost burden could be passed on to consumers and could dampen
future growth.

Nevertheless, passenger forecasts at a national level remain extremely robust. The
Department for Transport (DfT) projects that passenger numbers will grow from current
levels of approximately 230 million passengers per year (mppa) to 4685 mppa in 2030 if
capagity is constrained. Even by factoring in the effects of higher environmental costs onto
consumers, growth remaing strong.

"The Stern Review of the Economics of Climate Change' projects that between 2005 and
2050, emissions are expected to grow fastest from aviation (tripling over the period,
compared o a doubling from road transport). 1t estimates that aviations’ share of total
emissions will increase to 2.5 per cent by 2050, or 5 per cent if taking account of warming
effects. Whilst the Stern Review does not have a direct impact upon aviation, it provides a
framework for the Government's position on addressing external environmental costs.

‘The Eddington Transport Study’ essentially advocates the increasing importance of transport
in an evolving and increasingly inter-connected global economy. It specifically argues that
transport has a key role in improving productivity and, importantly, that limits to transport
capacity can present a constraint when an economy matures. However, it highlights that
there is little evidence on the precise contribution of transport to productivity.

It argues, however, that the role of transport will increase as gliobal trade continues to
increase. It could be argued that the Study’s overall position is that adequate capacity will be
necessary, even with the full environmental costs reflected in prices, to support the growth
that is likely in trade. As globalisation accelerates, aviation has a crucial part fo play in
maintaining the UK's strengths in import and export, trade and service industries.

10



This section outlines how the regional air travel market place has altered significantly over
the past decade. It outlines what have been the main drivers for growth. Full commentary is
contained in Appendix 2.

The structure of the regional air travel market place has changed dramatically in the past few
years. The growth in regional air services can fundamentally be attributed to the
liberatisation of European air services from 1993. This allowed new and existing airlines to
expioit new opportunities and gave rise to the rapid expansion of No-Frills Carriers (NFCs).
The NFCs have changed the nature of the shori-haut airline business in Europe, bath in
terms of the price and the product offering.

This has uniocked latent demand from passengers who were keen to travel from their local
ajrport, rather than via London or some other connecting point. In response, regional airports
began to change the way they viewed their operations, sometimes spurred by a move from
public to private sector, but even where still in public ownership, taking a more commercial
approach, pricing competitively and more actively seeking out new air services — thus
creating a “virtuous circle” which facilitates continued growth.

We argue that the change has largely been driven without the need for large scale injections
of public money. Whilst there have been examples of strategic investments by the public
sector, the change in the market has been predominantly driven by commercially focused
airlines, supported by airports. This has largely been private sector led market growth.

We feel that future growth in regional air services will continue to be driven through the
market operating effectively in an increasingly liberalised and competitive environment.

We expect that there may be further consolidation (or possibly exit) among the NFCs,
particularly if they continue to compete intensely. We also expect that competition will
continue to increase between airports. There will be 'losers’ in this increased competitive
environment. There is no reason to expect that both the airport and airline markets are
different from any other product market. Whether this will result in the closure of regional
airporis is unclear.

Therefore we take the view that the competitive environment between both airlines and
airperts will, at least, remain as strong as it stands today. This will continue to lead to
benefits to the overall consumer, although there may be some localised ‘losers’.



This section outlines a wide range of factors covering the historical performance of South
West airports.  This includes passenger growth, route development, freight levels and
commercial performance. Full commentary is included in Appendix 3.

GOFHEVHGUR ARPORY PERFORMARNCE

Growth at UK regional airports has mostly exceeded growth at a national scale, primarily by
growing faster than the large South East airports. New routes offered out of regional airports
have reduced the cost and time through lower surface travel costs and easier access.

Total passenger movements in the South West have grown at three timas the rate of national
passenger growth since 1997. Despite this, the regional airporis still have a relatively small
share of the national market — approximately 3.5 per cent. The airports remain regionally or
sub regionally important.

1999 2002 2004 2006
Bournemouth 273,0000 392,000 493,000 961,000
Bristol 1,965,000 3,415,000 4,603,000 5,710,000
Exeter 288,000 336,000 614,000 971,000
Newgquay 75,000 185,000 253,000 343,000
Plymouth 109,000 76,000 106,000 77.000
Total 2,711,000 4,406,000 6,070,000 8,063,000

We argue that regional airports could be moving into a maturity phase of market
development. [t will be difficult to continue to generate sustained double digit growth, given
increasing costs and limits to demand, at least without extensive new investment in capacity.

Analysis at an individual airport level shows that growth rates have differed:

The growth at Bristol can be broken down into two distinct phases. From 1992 to 2000,
growth was consistent whilst since 2000 the rate of growth has increased markediy — far
surpassing growth at a national level. Whilst we recognise that growth rates may be slowing
it has, in many senses, strengthened its position as the primary regional airport.

Growth at Bournemouth since 1992 has been variable but what is clear is that, in the most
recent period, growth has been extremely strong. In the years 2002 and 2005, annual
passenger growth exceeded 456 per cent. On this growth profile, projections seem to suggest
that it will surpass Exeter as the region’s second largest airport in the near future.

Growth at Bournemouth appears o have been driven by strong route development. If the
overall market slows, and this translates through to a lower rate of route additions, this may
impact upon airports such as Bournemouth first. However, as exhibited in its Master Plan,
the airport owners expect it to be one of the main drivers of regional passenger growth in the
short to medium term. This may be based on its ability to offer a competitive alternative to
South East passengers.

In a similar vein to Bournemouth, the growth at Exeter can be viewed in two distinct phases.
In the period up to 2003, growth was robust and broadly matched the national growth profife.
However, since 2003 growth has strengthened further.




This could be explained by the fact that airports such as Bournemouth and Exeter act as
‘secondary markets’ for carriers and route expansion occurred after demand had been
proven by the larger regional airports. We therefore argue that these airports could follow a
similar growth profile, but lagged; experiencing a flattening of growth rates.

Plymouth has experienced the most variable performance over both the medium and short
term. [t has recently suffered a contraction of passengers and it is clear that it has been
losing its competitive position in a growing market. Relatively weak performance in a robust
market becomes noticeable. There could a question of how Plymouth will perform if the
general market conditicns worsen.

Newquay has experienced strong growth in last few years — albeit from a relatively low
starting level. [t is clearly an airport that is in its early siages of development. We feel that it
has a high dependency upon the health of the wider Cornish tourist economy. The
establishment of NFC routes has meant that flying for a leisure break has been a viable
option for many travellers. We raise the risk that leisure destinations could be particularly
susceptible to significant changes in ticket price — there is a greater rate of price elasticity.

As would be expected, Bristol offers the most extensive route portfolio; including domestic,
short haul and some long haul connections. Bournemouth has been able to quickly develop
a relatively diverse route portfolio. Most of the product offering tends to be for short haul
international markets and many of these are to leisure destinations. The same can be
applied to Exeter, although there is slightly more emphasis upon domestic connections.

There is a problem that, without route specific data, it is difficult to determine the overall split
of leisure and business travel on specific routes. Therefore, we understand that we make
inferences about the business and leisure split across the route portfolio.

Plymouth offers a relatively limited number of scheduled routes, entirely oriented towards the
domestic market. Newquay offers a relatively limited range of routes to domestic, and
recently international, destinations.

Analysis shows that freight is not a significant part of any of the South West airports
business, with the poessible exception of Bournemouth.

As would be expected, same limited analysis of the fundamental commercial performance of
the airports shows that, broadly, financial performance is commensurate with passenger
volume. Bristol is the largest business. [t has been able to sustain a profit margin on its
operations. In comparison, the next largest airports — Exeter and Bournemouth - appear to
have had their profitability squeezed at a time when passenger numbers and turnover have
risen. Nevertheless, both airports have been recently acquired and investment plans reflect
confidence in future commercial performance. Commercially, both Plymouth and Newquay
are weaker with financial sustainability currently difficult to achieve.



This section outiines the growth plans of the airports, represented by their plans. Full
commentary is provided in Appendix 4.

All of the airports expect further passenger growth in the period up to 2030, exceeding
national growth rates. Projections at a regional level have been produced by DfT and
compared to the individual growth plans of the airports these projections marginally exceed
their collective plans. BfT projections are for growth to 21 mppa whilst collectively the
airports project to 20.5 mppa by 2030. Overall, this is significant growth — representing
average annual growth of 6.5 per cent. When compared to historical performance, however,
this signals a relative maturing of the market.

When coupled with continuing capacity constraints at the larger South East airports, we feel
that regional airports will continue to outpace overall national projections.

It is likely that the airports will have a greater degree of confidence in their projections for the
period to 2015. In particular, regulatory changes (and the effect on prices) will be understood
more clearly and can be factored into business planning.

The projections appear to imply that a proportion of the growth will be driven by an increase
in the propensity fo fly. Given the projections of population growth within the region, it is
likely that there will need to be a higher ‘density’ of air travel. Whilst a proportion of the
demand can come from other factors such as increasing inbound fravel and reducing
leakage to other regions, we argue that airports will largely remain dependent upon
continuing demand from South West residents.

l.eakage from the region remains an issue. 1t is estimated that around 8.2 mppa are trips by
South West passengers from airports outside of the region. This remains marginally larger
than collective passenger movements through the regions airports.  Therefore, whilst the
route portfolic of regional airports has improved markedly, they still do not satisfy a large part
of the ‘market demand’ in the region. We expect that a large part of this unmet demand will
be assaciated with long-haul routes.

The growth plans of the individual airports are set out in Appendix 4. Broadly they show that
much of the growth will be ‘front loaded’ into the period to 2015, Notably, Bournemouth has
ambitious plans for the most immediate period.

A key point for the Agency to consider is whether all growth plans can be accommodated
{and met) or whether they collectively represent competition driven displacement. Will there
be enough indigenous demand to allow the growth plans of all to be realised?



The purpose of this section is to present a number of different scenarios of regional
passenger growth based on the approach adopted at a national level by DfT. Full
commentary is provided in Appendix 5.

The scenarios that we present are based on the same forecast effects of carbon pricing,
economic growth and oil prices. Importantly, we undertake an additional scenaric which
attempts to estimate the implications of different growth rates (positive and negative) for the
South West when compared to national forecasts. These scenarios utilise estimated income
‘elasticities’ informed by the DfT scenario analysis and by analysis from the Civil Aviation
Authority?. We attempt to construct ‘best case’ and ‘worst case’ scenarios for both the UK
and the South West, built up from the individual scenarios.

The estimates show that the strongest impacts are from faster South West and UK economic
growth, reflecting the sensitivity of air travel to income growth. Those scenarios which work
through the price of air travel have relatively muted impacts. This reflects the low price
elasticity of air travel underlying the DfT forecasts, as informed, for example, by the CAA
report (which finds the air travel is ‘price inelastic’ — i.e. a rise in prices results in a less than
proportional reduction in passenger numbers). [n some senses, these estimates question
the assertion that we make throughout - that potential price increases will dampen the rate of
passenger growth.

For example, a 0.5 percentage point increase in the South West economic growth rate is
projected to induce an addition 2.6 mppa through the region’s airporis.  These scenarios
present the argument that real wealth is the fundamentat driver of demand for air travel.

Bringing together the various scenarios; we estimate a ‘best case’ scenario for South West
passenger numbers of around 26.3 mppa by 2030. The ‘worst case' scenario projects
passenger numbers to rise to ‘only’ around 16.7 mppa by 2030, although this represents an
annual average growth rate of around 3.3 per cent — above the national growth rate under its
central case.

Of course, we recognise that scenario testing is always an inexact science and the figures
that we present can be debated. However, the fundamental point is that if growth is to be
realised then the key determining factor will be the state of the national and regional
economy. A strong economy creates both business and personal wealth, fuelling demand
for air travel.

*‘Demand for Cuthound Leisure Air Travel and its Key Dnvers’ - Civil Aviation Authority - 2005.
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The purpose of this chapter is to describe the measurable economic impacis of current
airport activities as well as estimating potential impacts based on the growth plans.
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This section reviews general evidence that already exists, discusses definitions and multiplier
assumptions used to estimate employment effects. We feel that we have adopted sufficiently
pragmatic assumptions and have followed methodologies adopted in previous studies.
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Clear definition of the study area is important in the estimation of indirect and induced
impacts. The larger the study area, in terms of output, income and employment, the greater
its capacily to supply goods and services required by airpori-related companies. indirect
economic benefits tend to be larger.

This paper is devised to inform the policy position of the Agency. Therefore, the area of
analysis is South West England. Whilst our primary focus is not concerned with sub regional
impacts, we do recognise that some airports play a key sub regional role that may fall outside
of administrative boundaries. Nevertheless, our estimations of economic impact are primarily
based on regional impact.
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8.2, Alrnortz zad Bmployment - Seneral
The number of people employed in or around an airport varies depending on several factors;
including the size of the airport, the extent and diversity of the services offered by the airport,

the type of carriers it attracts, and the physical capacity to accommodate jobs.

York Aviation produced a study for the Airports Council International’® that suggested that
airports fall into four broad classifications on the basis of employment densities {on-site direct
employees):

« Low density employer airports typically have low/medium passenger throughput and
typically directly employ between 350-600 people per mppa.

¢« Medium density employer airports typically have medium/high numbers of
passengers and accommodate international traffic. They directly employ between
600-800 people per mppa.

« High density employer airports generally have high levels of passengers every year,
and also handle high velumes of freight. They employ between 900 and 1200
employees per mppa.

= Very high density employer airports have relatively lower freight and passenger
levels, They tend to accommodate airline headquariers and maintenance facilities,
which increase the employment density significantly.

Evidence of employment levels at each of the regional airports suggests that they are
typically lower density employers. The exceplions to this are Exeter and Plymaouth — both of
which accommodate airline headquarters, with the former also accommodating maintenance

" The Social and Economic impac! of Airports in Europe (2004), by York Aviation study for Airports Council International



facilities. As a consequence, those airports have employment levels that are much higher
than might be expected.

Employment associated with airport activity can be classified in three categories:

+ Direct employees are those employed on site. They can include airlines, retail and
other concessions, calering, ground engineering and handling, air traffic control and
car parking facilities, and several cther business activities.

* Indirect employees are those employed in businesses off-site supplying goods and
services 1o the airport — providing goods and services that airport-based companies
need to purchase in order to carry out their work.

¢ Induced employment refers to employment generated by the spending of wages and
salaries earned by employees in the direct and indirect activities.

Whilst the levels of direct employment can be relatively easy to ascertain — normally through
information provided by on-site employers - the numbers of indirect and induced employment
need to be estimated. These are normally estimated by using employment multipliers. In
most previous studies, employment muitipliers that have been estimated previously have
been used.

However, for the purposes of this paper, we use the South West Regional Accounts. This is
a state of the art, unigue in England, regional input-model that allows the user to generate
scenarios that estimate the knock-on effects of generating additional output or employment.
Therefore, the multipliers are implicit in the results. We do reference the results against
multipliers that have been used in previous studies.

indirect Employment

The wide variety of previous studies on the economic impact of airporis suggests there is no
single or definitive multiplier that can be used to calculate indirect employment. A number of
studies tend to suggest a range of 0.2 to 0.45, with a norm of 0.3 often used.

However, it should be stressed that many previous studies have presented a very wide range
of potential employment multipliers. There are many examples where the multiplier tends to
be much higher. For example, previous work undertaken at Heathrow and Manchester
suggests that the indirect multiplier could be in a higher range of 0:57 to 1.35°. The range for
potential multiplier values is significant and erodes the confidence that we can hold in using
those previously applied.

Induced Employment

Similarly, there is also a wide range of multipliers used to estimate induced employment.
The multiplier used depends on the amount of spending absorbed in the local and regional
economy, and how much "leaks” to other regions. Previous studies show a range from 0.25
to 0.7. The norm does seem to focus upon 0.3 but, again, the range is extensive.

* The Economic Conlribution of the Avialion Indusiry in the UK — Oxford Ecenomic Forecasting — Oclober 2006
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As a consequence, we have low confidence in the use of existing literature as a source for
agreed multipliers (be it employment or output) for airport operations. Also. these studies did
not have the relative advantage of a regional input-output model. Using the Regional
Accounis, and in the absence of empirical studies, we are more confident that the results
represent a more realistic profile of impact at a regional level.

Our estimate of the economic impact of each of the airports is based on the effects of
employment — this is an employment led approach. Our approach is not output led. We
recognise that airports normally involve a large number of businesses. It would be difficult to
ascertain the output of each of those businesses, whereas employment figures are relatively
more readily available.

However, the Regional Accounts allows us to use employment data and estimate the knock-
on output effects.

Associated employment at airports tends to be far larger than the direct employment by the
airport operator itself. For each of the airports we have taken the latest employment data
that is available. Total employment at an airport, given the multitude of on-site employers -
often needs to be assessed by an on-site survey, Where available, we have used those
previously undertaken,

On-site surveys can be a considerable undertaking and they have not been repeated for this
paper. We recognise, therefore, that the following impact assessmenis could represent a
lagged picture of current employment, particularly if that airport has experienced significant
passenger growth since the date of the latest employment estimates.

Therefore, we have needed a means to update the latest employment figures provided.
Whilst we feel sufficiently confident that we have employment infermation that is relatively
up-to-date, it is important that the effects of subsequent passenger growth are taken into
account. Where appropriate, we have updated the latest employment information —
particularly where significant passenger growth has occurred since that date.

We broadly update employment figures by taking the airports’ employment densities and
applying them to current passenger load, recognising that some efficiency gains may have
been created.

Example — latest employment data available (2005}

Passenger Levels (2005)/0On Site Employment (2005) = Employment Density (2005)

Employment Density (2005) - 2.5 per cent efficiency saving per annum™Latest Passenger
Leveis (2007) = Latest Employment Estimate (2007)
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Airports impact upon the wider economy in a number of ways. We have looked at the impact
of four main areas, diagrammatically shown below.

The ‘Four’ Impact of Airports

Direct Tourism Competitiveness ‘Clustering’
Employment Income

iy

Indirect
Employment
{suppliers of
goods and
services)

gs

Induced
employment
(effects of
wages)

In many senses, employment and tourism impacts are more tangible and measurable.
Alrports have an impact through their role as employers and significant purchasers of goods
and services. They also bring visitors into an area, therefore acting as a conduit for tourism
expenditure. For each of the airports we estimate these gross impacts.

The effects of clustering and how airports improve the competitiveness of an economy are
less tangible and more difficult to measure. Nevertheless, we do present some evidence and
commentary.



7.1. 1. Bristol Airport

Employment at Bristol has grown significantly over the past few vyears. This is
commensurate with the passenger growth during this period.

Data provided by the airport shows that 1,513 people were employed at the airport in 2000°.
By July 2006 this had risen to 2,806, or as expressed Full Time Equivalents 2,595, However,
latest figures from Bristol show that employment tends to be seasonal. Total employment
had fallen to 2,612 in February 07. If expressed as FTEs this equates to 2,398. Therefore,
we have estimated average employment at 2,500 FTEs.

Details of on-site employment at Bristol shows that the operator only employed 9 per cent of
total on-site employees. The airlines and handling agents employed a considerable 33 per
cent of on-site employees.

Employer Type 2006 Levels
Airport Operator 210
Airlines/Handling Agents 760

Retail 67

Car Services 207

Security 70

Other Support Services 976

Total 2290

Source: Bristol International Airport and South West Regional Development Agency

By using the Scuth West Regional Accounts we can estimate the knock-on effects of
employment at each of the airports. The Regional Accounts is built around a 'transactions’
matrix, which records the values of purchases and sales between industry groups taking
place within the economy — in essence, a map of the supply chains linking local industries.

The Regional Accounts presents the information as a series of impacts, each representing
the ‘transmission effects’ that employment generates through the economy. This can be
grouped into three associated phases:

First Round Effects — the impact upon the direct suppliers of the industries where the
employment ocours. In essence, the first tier of the supply chain.

Indirect Effects — the effect upon the suppliers of the direct suppliers. Essentially, these are
second tier suppliers.

Induced Effects - impacts arising from increased spending by households arising from
additional income created by the impact. The Regional Accounts take account of the money
that flows to households in the form of income. This income is assumed fo be spent by
households and induces further increases in demand for domestic firms’ products.

The sum of these effects gives total impact.
The potential wider impact of an airports activity (as with any business) will be dependent

upon the types of activities, or industries that take place. Some industries have stronger
transmission effects than others. ‘

" Bristo! International Airport Ecanomic lmpact Shudy — Roger Tym & Pariners — October 2005



Industries that tend to have a higher labour densily also tend to have higher knock on
employment effects in the wider economy, whereas those industries with relatively high
capital density will have a greater knock on in terms of output. As a result, different
industries will have different multipliers efiects.

The Regional Accounts have a number of industrial classifications. We have classified
airport activities in the following ways:

Employer Type Industrial Classification

Airport Operator Business Services
Airlines/Handling Agents Air Transport

Retail Retail Distribution

Car Services Ancillary Transport Services
Security Public Administration and Defence
Other Support Services Other Services

(i) Internal Economy

The Economic Impact Study previously undertaken® at Bristol identified that airport
operations have different supply chain elements, which prevail across the different
businesses:

s Infernal Economy — Some airport businesses rely on other on-site businesses for an
element of their goods and services. Examples of this include airlines sourcing their
check-in and handling services from an on-site handler, transport for cabin crew from
on-site taxi operators etc.

s  Centralised Purchasing - A number of businesses which rely on corporate
procurement, sourced centrally by national head offices — often at or near the UK's
major international airports. In some cases, although centralised purchasing patterns
would appear to preclude local, sub-regional or regional indirect employment resulting
from an airport, this is not strictly the case.

» local Sourcing — There is also a degree of local leakage from the airport's internal
economy. This could include procuring engineering maintenance services, food,
transport etc.

In terms of the effect upon estimates of further indirect employment, we are concemed by the
internal economy. There is the possibility that some of our calculations of indirect
employment could correspond to jobs that we have already ‘counted’ as on-sife employment.

Roger Tym & Partners undertock an empirical analysis of the potential value of the internal
economy at Bristol. This estimated that approximately 30 per cent of supply chain activity at
the airport was connecied to the internal economy. This is one of very few such exercises
that have been undertaken and we feel that it is appropriate to use the findings.

Therefore, we need o exclude from our calculations of indirect employment the effects of
supply chain expenditure that corresponds to jobs within the internal economy. These will
already have been counted as direct on-site employment.

" Bristol infernational Airport Economic Impact Sludy — Roger Tym & Partners — QOcteber 2005
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As a consequence. using the Regional Accounts, we have deflated the estimates of indirect
employment by 30 per cent. However, we recognise that for the purpose of this paper we
have not undertaken any on-site business surveys at the airports. Therefore we are aware
that the ‘strength’ of the internal economy may differ at each of the airports. For this reason,
we have presented a range of estimates based around different 'discounts’ for the internal
economy (20, 30 and 40 per cent). The range of estimates is presented in Appendix 8.

Generally though, we feel that this is an appropriate approach to make, given previous
empirical findings. This helps us to avoid double counting of direct and indirect employment
at the airport.

(i} Employment Estimates
Using the Regional Accounts we can estimate that the overall wider effect based on the on-
site employment at Bristol. With current on-site employment level estimated at 2,500 FTEs,

and based on the type of activities highlighted above, we estimate that a total of 4,353 FTEs
jobs are supported in the wider economy by Bristol's activities.

Bristol Airport — Gross Wider Economic Impact

Type of Impact Gross Impact (2007 prices)
Employment 4,353

Gross Value Added (GVA) £218.5 mn

'Gross Output £493.0 mn

Source: South West Regional Accounts

A survey of principal employers undertaken at the airport in 2005 showed that the majority of
employees at the airport live within the South West — leakage is minimal. Less than 3 per
cent lived in the South Wales, Swindon and Wiltshire area. This was the only category that
included an area outside of the South West. Given the inclusion of Swindon and Wiltshire,
the figure is probably lower than 3 per cent. However, we recognise that this only relates to
direct employees, we would expect leakage on an indirect and induced basis.

it should be noted that these estimates of impact marginally differ from estimates previously
made. They differ when compared {o studies that have used the generic multipliers, outlined
previously.

The Roger Tym & Partners assessment’ estimated that a further 1,576 jobs would be
created through indirect and induced effects at a regional level. This was based on a
marginaily lower direct employment figure of 2,284 FTEs. We have estimated that a further
1,853 jobs are supported beyond the airport. As stated, Roger Tyms used an indirect
multiplier of 0.3 (Type | multiplier) and an induced multiplier of 0.3 {(a combined Type Il
employment multiplier of 0.6).

The figures that we have derived, estimate that the indirect employment multiplier is 0.42,
whilst the induced employment multiplier is lower at 0.22. Therefore, we have a combined
muitiplier of 0.64 — reassuringly close to the generic multipliers previously used.

The Roger Tyms study also undertook some empirical analysis based on the typical wage
levels of employees of sampled companies. They were then able to estimate the disposable
income that would be generated by these companies and aggregated this to an estimated
total disposable income from all airport employees. They also took the typical wage levels of
those in the indirect supply chain and undertook a similar aggregating exercise.

" Bristol International Airport Economic mipact Shudy — Roger Tym & Pariners — Qclober 2005
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The result was thai Roger Tyms estimated a combined overall multiplier of 0.47. Therefore
the empirical income-based multiplier of 0.47 was lower than the (.60 based on the generic
multipliers taken from previous studies.

This income based approach has been used in other studies. It could be argued that it
focuses more upon the induced expenditure effects that occur within the economy.
However, we feel that it does not reflect the supply chain mechanism fully and it is an
approach that we do not favour,

The output multipliers that the Regional Accounts generate are marginally lower than the
employment multipliers — suggesting that the transmissions effects on an output basis are
weaker than employment effects.

7.1. 2. Bournemouth Airport

Boumemouth has also experienced considerable employment growth over the past few
years. In 2000, on-site employment was 200 whilst latest estimates containad in the recent
report by Arup?® shows that by 2006 employment had grown to 490 FTEs. Again, this i§
commensurate with passenger growth during this period.

The table below (based on 2005 employment data) shows that the composition of
employment is different when compared to Bristol. Primarily, the airport operator constitutes
a much greater share of total on-site employment — 36 per cent. This seems realistic — we
would expect that a larger airport has a much greater level of support services, such as retail,
due to higher passenger throughput. Employment by the airport operator will not necessarily
be correlated to passenger numbers; we would expect that airport operator employment
would fall as a propertion of total employment as throughput increases.

The share of employment by airlines/handling agents is similar to that at Bristo! — constituting
one-third of total on-site employment. As we have stated previously, the structure of
employment at the airport — indeed at any business - is an important factor in estimating its
wider impact.

Employer Type 2005 data
Airport Operator 155
Alrlines/Handling Agents 95
Freight/cargo 39
Concessions 22
Control Agencies 17

Other Support Services 102

Total 430

Source: Bournemouth Airport Economic Impact Assessment — Arup — May 2007

Therefore, because the constitution of employment at each of the airports differs, we would
expect to see differences in the strength of transmission effects into the wider economy.
Whilst ‘we would expect these differences to be relatively small — after all, each airport
essentially undertakes the same activity — we would expect it will result in subtle differences
in overall figures.

' Economic Impact Assessment: Bournemouth international Airport — Arup — May 2007
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Employment Estimates

We have used the same methodology as that applied for Bristol. We have estimated the
employment effects according to latest available data. Again, we use the Regional Accounts
to estimate the information as a series of impacts, each representing the ‘transmission
effects’ that employment at Bournemouth generates through the economy.

We make the assumption that Bournemouth will have similar supply chain mechanisms to
those found at Bristol. Again, we present estimates in Appendix 6 based arcund the range of
potential 'strengths’ of the internal economy.

By using the Regional Accounts, we estimate the overall wider effect based on the
employment levels at Bournemouth. With a current estimated on-site employment level of
480 FTEs, and based on the type of activities highlighted above, we estimate that a total of
843 direct and indirect FTE jobs are supported in the economy.

Bournemouth Airport - Gross Wider Economic Iimpact

Type of Impact Gross Impact {2007 Prices)
Employment 843

Gross Value Added (GVA) £45.0 mn

Gross Output £94.7 mn

Saurce: South West Regionat Accounts

However, these represent gross jobs and we would expect some leakage, principally to the
South East.

Again, our estimates using the Regional Accounts are consistent with previous work done at
Bournemouth. The work undertaken by Arup® estimated that a total of 866 FTEs are
supported in the wider economy. We feel confident that our estimate of 843 FTEs supported
represents a fair reflection. The Regional Accounts estimates that there is an indirect
employment multiplier of 0.42 and an induced muitiplier of 0.22. Again, this is broadly
consistent with the findings at Bristol.

We also estimate that the GVA and output effects of Bournemouth are significant. We
estimate that GVA of £45mn per annum is generated with an associated output value of
£94 7mn per annum in 2007 prices.

As with the employment estimates (and latterly the tourism effects), we would expect that a
relatively higher proportion of these value added and output effects may leak out (into the
neighbouring South East) than for other Socuth Waest airports. However, without detailed
supply chain expenditure information, we cannot accurately estimate how much remains in
the South West.

Nevertheless, given the proximity of the Bournemouth/Poole conurbation, it is likely to still be
quite high. Overall, the sub regional element — encompassing both regions — is significant.
The previous studies undertaken by Arup and York Aviation'® at Bournemouth have
estimated that a significant preportion of the employment and income generated would incur
in the immediate Dorset sub-region. Both studies estimate that 80 per cent of the
employment and income benefits would be incurred in Dorset.

" Bournemouth Airport Economic Impact Assessment — Arup — May 2007
¥ The Economiz and Social Impact of Bournemouth Airport — York Aviation - 2006
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It is our view that this may represent an over estimation of the immediate sub regional effecis
but not significantly so. The two previcus studies have used standard sub regional
multipliers that do not reflect the proximity that the airport has to the regional border.

7.1. 3. Exeter Airport

Employment levels at Exeter are significantly higher than those at Bournemouth, given the
fact that they are currently both of a similar size in terms of passenger numbers.

It is estimated that FTE on-site employment is 1,169". This equates to an employment
density of 1,184 FTEs per million passengers. This is considerably higher than the
employment densities at either Bristol or Bournemouth. In the main, this reflects the fact that
the airline FlyBe is headquartered at the airport and is a significant on-site employer. The
latest information'? shows that FlyBe employed 1,017 people in Exeter in October 2007. We
have estimated that this is equivalent to 860 FTEs.

It is our view that the employment at FlyBe needs to be included in our consideration of
Exeter airport. The activities of the airline are, obvicusly, closely dependent upon the
operation of the airpert and the scale of FlyBe operations would not be maintained at current
levels if the airport did not exist. We have included airline employment in the analysis of
other airports. Therefore, we feel that it is appropriate to include FlyBe employment at
Exeter.

Employment Estimafes

Again, we user the same methodology — using the Regional Accounts and faking into
account the potential workings of the internal economy.

With a current estimated employment level of 1,169" FTEs based on airport activities, and
based on the type of activities highlighted above, we estimate that a fotal of 2,721 FTE jobs
are supported by airport activities in the wider economy.

It should be noted that the overall figures derived for Exeter reflect the employment
composition at the airport. Primarily, this relates to the type of employment at FlyBe — much
of which is high value head office functions and technical engineering. This has two primary
effects.

First, the induced effects of expenditure filtering through the rest of the economy tend to be
greater. As a consequence, we have a marginally higher induced multiplier of 0.34 for
Exeter.

However, the major effect is for indirect employment. Exeter has a greater proportion of
employment in the air transport sector — this is a high value added sector and we would
expect the transmission effects to be relatively strong through the rest of the economy. High
end engineering tends to have strong capital requirements through its supply chain linkages.

" We have employee information for Exeter Airport for 2008 bul have needed to convert this to FTEs. We have used the
employee/full time split at Bristol as an operator as well as for 2 major airline - Easyjel. This has been used 1o calculate the FTE
ratio for both the Exeler airport and FlyBe.

" FiyBe information

" We received updated information from Exeler Airport after this paper was submilled. This updated information showed that
combined on-sile employment levels al the airport and FlyBe could be slightly higher, within the range of 1,180-1,210,
However, we have chosen not te re-eslimate the wider impact because we feel that this is within an expecled range of variation
in our calculations,
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We would expect that the engineering work at FlyBe is a highly beneficial activity for
dependent parts of the sub-regional economy.

This is reflected in a relatively high indirect multiplier of 0.74 at Exeter. Obviously this differs

from that contained in the previous airports studies although it is broadly consistent with
those airporis that have a significant headquartered airline presence.

Exeter Airport — Gross Wider Economic Impact

Type of Impact Gross Impact
Employment 2,721

Gross Value Added (GVA) £121.7 mn
Gross Cutput £367.8 mn

Source: South West Regional Accounts

However, we need to make clear that the impact of these jobs does not necessarily all occur
within the South West region. As stated in the tourism section below, we expect that the
further south and west we fravel into the region than the lower the levels of leakage.
Nevertheless, Exeter will link into the same national procurement patterns as the other
airports and we know that there are a range of contract workers who commute from out of
region for work periods and then return home and, therefore, spend money elsewhere.

We also estimate that the GVA and Gross Output effects of Exeter are significant. We
estimate that GVA of £121.7 mn per annum is generated with an associated output value of
£367.8 mn per annum. This is based on 2007 prices.

7.1. 4. Plymouth Airport

Employment at Plymouth broadly follows that of Exeter. Employment relative to passenger
numbers is high. Indeed, it is the highest of any airport in the South West by some margin.

This is explained by the fact that a further regional carrier — Air SouthWest — is
headquartered at the airport. Whilst Air SouthWest is not as large a commercial operation as
FlyBe, in terms of its size relative to other employment at the airport, it is a significant
employer.

Again, it is our view that the on-site employment at Air SouthWest needs to be included in
our consideration of Plymouth. The activities of the airline are, obviously, closely dependent
upon the existence of the airport. It is highly unlikely that Air SouthWest would be located at
Plymouth if the operations of the airport did not continue.

Therefore, we feel that it is appropriate to include Air SouthWest employment at Plymouth
airport. As a consequence, employment density at Flymouth equated to over 1,400 per
million passengers.

Latest information from the operator of both the airport and Air SouthWest' states that there
are currently 167 employees at Plymouth'™. This excludes the café/shop which has been
contracted out — which we have estimated employs a further 4 employees. Expressed as
FTEs, we equate this to 155 FTEs'®

' Sutton Harbour Holdings
" This excludes Air SouthWest employmenl ai Newguay and Brislol
“ Following Core Cutputs Technical Note — 2 part ime jobs equals 1 FTE,
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To be consistent we continue to use the assumptions relating to the internal economy. By
using the Regional Accounts, we can estimate that a total of 312 FTE jobs are supported by
airport activities.

As with the case of Exeter, the overall figures derived for Plymouth reflect the employment
composition at the airport. This will again, reflect the type of employment at Air SouthWest —
much of which will also be high value head office functions.

Plymoufh Airport — Gross Wider Economic Impact

Type of Impact Gross Impact
Employment 312

Gross Value Added {GVA) £19.5mn
Gross Output £450 mn

Source: South West Regional Accounis

We estimate that, based on 2007 prices, GVA of £19.5 mn per annum is generated with an
associated output vailue of £45.0 mn per annum.

A realistic assumption would be that there would be minimal leakage from the region.
Nevertheless, Plymouth airport will link to some of the same national procurement patterns
as other airports as well as requiring supply chain support from outside of the region.

7.1. 5. Newquay Airport

Newquay has experienced employment growth over the past few years as a consequence of
sustained passenger growth. In 2004, direct employment was 220" whilst we estimate that
by 2007 employment had grown to 275 FTEs'®.

The airport has a relatively high employment density of over 850 FTEs per million
passengers. This employment density is typical for a relatively small airport in the early
stages of development. We would expect that the increasing commercial focus of the airport
will result in more efficient operations as the airport grows. We would expect that the capital
intensity at the airport i.e. new check-in procedures will increase. As a resuli, employment
will not grow linearly with passenger growth. It does, however, have a lower employment
density than either Exeter or Plymouth which reflects that it does not act as either a hub or
headquarters for a major regional airline.

We recognise that the effects of the internal supply chain mechanism may be weaker for
smaller airports. Due to the lower throughput at the airport, it has not yet been able to build
up a critical mass which would induce other supply chain companies to enter the market. For
example, the relatively low level of passenger numbers means that the major on-flight
caterers decide not {o establish an on-site operation but insiead serve the airport remotely.
This could also be applied to Plymouth.

The counter argument is that as an airport becomes more peripheral there is the possibility
that the importance of the internal economy increases — there are fewer companies in the
wider economy that can offer the specific services required. Therefore, for consistency and

Y Econamic Impact Assessment — Newquay Airport — York Aviation - 2005

"™ Given the fact thal these estimates were in 2004 and significant passenger growth has accurred since that date, we have
estimated an increase in emplayment at the airporl, These were the latest estimates held by Cornwall Airport Limited. Cornwall
Airpert Limited have less detail regarding the types of employment on-site — therefore our employment breakdowns for
Nawquay are less detailed than for other airporis. The employment breakdowns at Newquay have no ‘air lransport’ element —
therefore explaining the relatively lower multiplier effect when compared te Exeter and Plymouth,
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clarity purposes, we have adopted the same approach for all airports. Again, a range of
estimates is presented in Appendix 6.

By using the Regional Accounts, we estimate that a total of 408 FTE jobs are supported by
airport activities in the wider economy.

Newquay Airport — Gross Wider Economic Impact

Type of Impact Gross Impact
Employment 408

Gross Value Added (GVA) £18.6 mn
Gross Qutput £31.4 mn

Source: South West Regicnal Accounts

We estimate that the GVA and Gross Output effects of Newquay are significant: GVA of
£18.6mn per annum is generated with an associated output value of £31.4mn per annum.
Again, we assume that, given its location, leakage from the region may be lower although
evidence suggests that it is still linked into national supply chains.

7.1. 6. Summary
In many respects, the results of our analysis are to be expected. The wider economic
benefits are generated by the larger airports with greater employment base; there is a

correlation between passenger numbers and economic impact.

Gross Economic Impact based on Employment Effects

Gross Gross Value Added | Gross Output {(mn)
Employment {(mn)

Bournemouth 843 45.0 94.7

Bristol 4,353 218.5 493.0

Exeter 2,721 121.7 367.8

Newquay 408 18.6 31.4

Plymouth 312 19.5 45.0

Total 8,637 423.3" 1,031.9

However, there are some variations that mean that the impacts are not ‘linear’. This mainly
relates to the differing levels of employment densities and types that exist at each of the
airports. [n particular, we estimate that the impact of both Exeter and Plymouth is larger than
the size of their respective passenger throughput. Both airports have relatively higher
employment due {o the existence of regional airline headquarters.

By comparing with previous studies undertaken at some of our airports, we feel confident
that our estimates are within the range of those previously undertaken. The estimates of the
indirect impact of airports are broadly consistent with recent studies undertaken at most of
the airporis,

The estimates show that airporis are significant economic actors in their own right.
Significant knock-on employment, output and gross value added benefits are generated
within the wider regional economy. It could be argued that the impact of Bristol makes it
almost a regionally significant employer.

" A broad estimale is thal this equates o 4-5 per cent of regional GVA.
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One of the major roles that air travel has is to aid the tourism market. Tourism is, of course,
a major part of any economy and the South West has a relatively large tourism sector.

Therefore, airports are one of the key facilities to connect the South West tourism product
with other parts of the UK and overseas. This will generate economic benefits via tourism
expenditure.

Therefore, as well as the direct and indirect employment benefits that we outline above,
airports are important for their ability to increase the flow of tourism expenditure into the
region — either for business or leisure purposes. : ‘

Of course, we need to recognise that it will also cause an outflow of expenditure from the
region by allowing South West residents to spend their money abroad. The perception is
often held that more expenditure flows out of a region, through South West residents
spending their income elsewhere, than into the region. As we have argued previously, given
the large addition of connections to leisure destinations, it is likely that there will be a flow of
expenditure out of the region for those routes. We briefly comment on this later.

Approach and Information Sources

One of the problems with estimating the fourism benefits of airports is the relative dearth of
data that profiles passengers accuraiely. The main source of data tends to be passenger
surveys that are undertaken by the Civil Aviation Authority (CAA). However, for South West
airports these are not extensive and can be infrequent.

In terms of South West airports, CAA passenger surveys have been undertaken for Bristol,
Exeter and Bournemouth. No CAA passenger survey {that is publicly available} has been
undertaken for either Plymouth or Newquay. We have used CAA data where appropriate but
some assumptions have had to be made, as highlighted below.

In addition to the information that is used to profile passengers, estimates of tourism
expenditure tend to use typical spending patterns of visitors. For the purposes of this paper,
we have used two relatively up-to-date sources of information. For estimating the
expenditure of international visitors, we have used data from the International Passenger
Survey 2005%. For the expenditure patterns for domestic visitors, we have used UK Tourism
Statistics data 2006.

Both datasets give specific figures for the South West and we have consistently used length
of typical stay and average expenditure for each of the airports. Whilst we recognise that
there is some data available for each sub region, we feel that the wider regional figures
represent a more robust dataset in terms of sample frame. Finally, we assume that the
profile of a ‘typical’ domestic or international visitor will remain broadly the same whichever
airport is discussed.

Faor each airport, we have calculated the gross expenditure that has taken place for a given
year. Therefore, this is the gross injection of expenditure within the region connected with
passenger throughput for each of the airports. We have used relevant information, where
available, to calculate leakage rates from the region. Unsurprisingly, leakage was higher for
those airports — Bristol and Bournemouth — that are geographically on the edge of the region.

It should be noted that the iPS$ represents only 0.2 per cent international travellers enlering the UK, However, il is lhe most
comprehensive survey of this kind.
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In particular, the CAA passenger survey information for Bournemouth tends to suggest that
leakage from the South West (mostly to Hampshire) is significant.

We have then taken the gross expenditure figures associated with each airport and
estimated the levels of employment that this expenditure could sustain in the economy.
Again, we have used the Regional Accounts to make this estimate. Tourism expenditure in
the Accounts is derived from official tourism statistics. The distribution of expenditure is
derived from UK input-output accounts and official tourism figures.

For sach of the airports, we have taken what we consider to be a consistent and sensible
approach to determine the overall passenger profile for inbound traffic and apply it to the
latest passenger volumes to generate an estimate of current gross tourism expenditure.

7.2.1. Bristol Airport
International Passenger Effects

According to the CAA Passenger Survey in 2003, 2.5 per cent of total passenger volumes
using Bristol were foreign business travellers via international connections whilst a further 5.5
per cent of fotal passenger volume was associated with foreign leisure visitors. Without
more up-to-date survey information, we are not in the position to determine whether this
reflects the passenger profile as it stands.

Given the latest passenger throughput of Bristol airport of 5.71 mppa?', this would equate to
142,700 business and 314,000 leisure passenger journeys respectively.

Further data from the CAA Passenger Survey indicated that 13 per cent of international
business travellers’ final destination was outside of the South West, whilst 12 per cent of
international leisure passengers also arrived at Bristol but travelled outside of the region. We
have assumed that each of the passengers immediately travellied to their destination and did
not spend in the South West. This represents leakage from the region and should not be
accounted for in our assessment of regional economic impact. Given 2007 passenger
throughput, this represented approximately 48,000 of foreign passenger movements outside
the region.

Therefore, we estimate that Bristol currenily generates around 399,000 passenger
movements associated with international travellers, or 199,000 incoming overseas visitors to
the South West per annum.

According to the fatest data from the International Passenger Survey (2005) for the South
West a typical foreign business traveller will stay for an average of 4.2 days. In comparison,
a typical foreign traveller visiting for leisure purposes stayed for an average of 9.3 nights.

As would be expected, a typical business traveller will spend more on a per night basis than
a typical leisure traveller given costs of hotels, travel connections etc. On average, a typical
international business traveller spends £110.62 per night whilst a leisure traveller will
typically spend £42 .36 at 2005 prices®.

' CAA Passenger Statistics — March 07
" These expendilure figures have been uplifled to 2607 prices on the basis of inflation rate of 3 per cent per annum
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Therefore, we estimate that in 2007, international passengers using Bristol will have
generated an associated gross expenditure figure of approximately £88 million per annum.,
This can be broken further down into £30.9 million for foreign business travellers and £57.1
miHion for foreign leisure travellers.

it should be noied, or reiterated, that these are gross expenditure figures and do not take
account of the expenditure that would have happened anyway: the deadweight effects.

Domestic Passenger Effects

As well as the expenditure effects that airports facilitate through their international
connections, we also need to consider the expenditure that is associated with passengers on
domestic routes. For South Waest airports, this represents a large part (and for some the
whole) of passenger movements. Therefore, as to be expected, the expenditure effects
attached to domestic travellers are considerable.

According to the CAA Passenger Survey 2003, 11.5 per cent of total passenger throughput
through Bristol was associated with UK business travellers whilst 16.2 per cent of total
passenger movements were associated with UK passengers travelling for leisure purposes.

Given the latest passenger throughput of Bristol airport of 5.71 mppa®®, this would equate to
656,800 business and 925,000 leisure passenger journeys respectively. Obviously, this
represents passenger movements for both passengers outbound and inbound. We are
interested in the expenditure effects of the inbound passengers only.

Therefore, we need to determine a typical proporiion of inhound and outhound passengers
on a domestic route®®. This is no easy task, given the different passenger profiles that will be
associated with each route. As a consequence, we need to make an assumption that covers
all domestic route travel. Evidence from Bristol suggests that one of its primary domestic
routes has a 60:50 split between the Bristol region as the origin {outbound) and the Bristol
region as the destination (inbound). We feel that this 50:50 split is appropriate for the
domestic travel for most of the South West airports® (unless there is specific evidence
available) although, as stated, we recognise that there will be variance between routes.

As a consequence, given 2007 throughput, there were approximately 328,000 and 463,000
‘inbound’ passenger movements respectively, related to UK domestic business and leisure
travelling into Bristol®®.

Again, some of the final destinations for these passenger journeys would not be in the South
West. Data from the CAA Passenger Survey suggests that leakage rates for domestic
business travel were 11 per cent whilst they were 11.5 per cent for leisure travellers.
Approeximately 90,000 of the ‘inbound’ passenger movements had a final destination outside
of the region.

“* CAA Passenger Statistics — March 07
* This exercise has not been underiaken for the international travel estimales because the CAA statistics detail foreign
lravellers specifically on international routes, therefore we feet thal this representis inbound travel.

" The excepiion te Lhis is Newquay, which is addressed later in the paper. We feel that there is sufficient evidence to suggest
that the proportion of inbound iravel is higher given Cornwall's role as a lourism destination,
- 1t is important to note that these figures do not include intra regional passenger movements. CAA dala from 2006 suggests
that 16,500 passenger movements were associated with travel from Piymouth and Newquay, This equates to 2-3 per cent of
domestic passenger movements at Bristol.  However, due lo the size we have not discounted these movements from our
analysis



Therefore, we estimate that there were 702,000 domestic passenger movements associated
with travelling into Bristol as the destination airport.  Alternatively, this can be viewed as
351,000 passenger visits.

Data from UK Tourism Statistics 2006, shows that a typical length of stay for a domestic UK
business traveller in the South West was 2.4 nights. In comparison, the average length of
stay for a leisure traveller was 4 nights.

In terms of typical expenditure, this was estimated at £80.70 .per night for a UK business
traveller whilst it was lower at £45.10 for a leisure traveller. The figure represents a lower
spend for a UK business person when compared to an international business traveller, whilst
it is marginally higher for a domestic leisure traveller when compared to an international
leisure traveller.

Therefore, we estimate that in 2007, domestic passengers at Bristol had an associated gross
expenditure figure of approximately £67.2 million per annum. This can be broken down
further into £29.2 million for domestic business travellers and £38 million for domestic leisure
travellers.

It should be noted, or reiterated, that these are gross expenditure figures and does not take
account of the expenditure that would have happened anyway: the deadweight effects.

Combined Effects

The combined gross expenditure effects of inbound international and business travellers into
Bristol airport are considerable. We estimate that the combined effects could equate to
£155.2 miliion per annum — based on current passenger levels. As stated, these are gross
impacts and do not take account of those journeys that may have taken place via different
modes of transport: deadweight.

By using the Regional Accounts we estimate that this level of gross tourism expenditure
could support a further 3279 gross FTEs in the wider economy. This equates to £47,300 of
tourism expenditure supporting one FTE. This figure is broadly consistent with the latest
estimate from South West Tourism®’, which estimates that £45,300 supports one FTE.

Expenditure {Emn} | Gross Gross Value Added
Employment (Emn)
(FTEs)
Gross International | £88 mn 3279 103.9
Tourism Expenditure
Gross Domestic Tourism | £67.2 mn
Expenditure
Total £155.2 mn

2005 Value of Tounsar -~ South West Tourism




7. 2. 2. Bournemouth Airport
International Passenger Effects

According to the CAA Passenger Survey in 2005, 0.8 per cent of {otal passenger volume
using Bournemouth were foreign business travellers via international connections whilst a
further 9.8 per cent of total passenger volume was associated with foreign leisure visitors®®.
Given the latest passenger throughput of Bournemouth of 986,000 ppa®, this would equate
to 8,000 business and 96,700 leisure passenger journeys respectively.

Further data from the CAA Passenger Survey indicated that 32 per cent of international
business travellers’ final destination was outside of the South West, whilst 46 per cent of
international leisutre passengers also arrived at Bournemouth but travelled outside of the
region. Again, we assume that each of the passengers immediately travelled to their
destination and did not spend in the South West. This leakage from the region should not be
accounted for in our assessment of regional economic impact. Given 2007 passenger
throughput, this represents approximately 57,000 of passenger movements outside the
region.

As staled, the level of passenger leakage from the South West region is much greater at
Bournemouth than any of the other airports. Given its proximity to the South East region, it
could he argued that this is not surprising. The South East is the most important business
location in the United Kingdom and, for foreign travellers, it also represents a leisure
destination. Bournemouth represents a relatively 'congestion free’ alternative to accessing
the South East when compared to the larger South East markets.

Therefore, we estimate that Bournemouth currently generates around 70,000 passenger
movements associated with international travellers, or 35,000 incoming overseas visitors to
the South West per annum. - '

We use the typical length of stay and expenditure data taken from the I[nternational
Passenger Survey (2005), as outlined previously in the Bristol analysis.

We estimate that in 2007, international passengers at Bournemouth generated an associated
gross expenditure figure of approximately £14.8 million per annum. This can be broken
further down into £1.5 million for foreign business travellers and £13.3 million for foreign
leisure travellers. Again, this does not take account of any deadweight effects.

Domestic Passenger Effects

According to the CAA Passenger Survey 2005, 2.3 per cent of total passenger throughput at
Bournemouth was associated with UK business travellers whilst 15.9 per cent of total
passenger movements were associated with UK passengers travelling for leisure purposes.

Given the latest passenger throughput of Bournemouth airport of 986,000 ppa®, this would
equate to 2,500 business and 30,800 leisure passenger journeys respectively. Again, we are
interested in the expenditure effects of the inbound passengérs only.

* Dala provided by Bournemouth Airport itseif tends to suggest that 19 per cent of passengers ware inbound internaticnal
visilors. However, for consistency purpases, we have used CAA statistics, given their relatively recent date,

' CAA Passenger Statistics — March 07

" CAA Passenger Stalistics — March 7
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Therefore, we need to determine a typical proportion of inbound and ocutbound passengers
on a domestic route’. As stated for Bristol, this is no easy task, given the different
passenger profiles that will be associated with each route. As a consequence, we need to
make an assumption that covers all domestic route travel. We will continue to use the 50:50
split between the South West region as the origin {outbound) and the South West region as
the destination (inbound). As stated, we feel that this 50:50 split is appropriate for the
domestic travel for most of the South West airports®. Analysis on a separate route-by-route
basis would no doubt offer a variety of different origin versus destination breakdowns.

As a consequence, given 2007 throughput, there were approximately 11,000 and 78,000
inbound’ passenger movements respectively, related to UK domestic business and leisure
travelling into Bournemouth.

Again, some of the final destinations for these passenger journeys would not be in the South
West. Data from the CAA Passenger Survey suggests that leakage rates for domestic
business are, again, relatively high for Bournemouth airport. 22 per cent of business
travellers and 39 per cent of leisure travellers have a final destination outside of the region.
Approximately 33,000 of the ‘inbound’ passenger movements had a final destination outside
of the region.

Therefore, we estimate that there were 56,700 domestic passenger movements associated
with travelling into Bournemouth as the destination airport. Alternatively, this can be viewed
as 28,300 passenger visits.

By using typical spend and length of stay data we estimate that in 2007, domestic
passengers at Bournemouth had an associated gross expenditure figure of approximately
£5.33 million per annum. This can be broken down into £882 000 for domestic business
travellers and £4.44 million for domestic leisure travellers.

Combined Effects

We estimate that the combined effects could equate to £20.13 million per annum — based on
current passenger levels and using passenger profile data from 2005.

By using the Regional Accounts we estimate that this level of gross tourism expenditure
could support a further 425 gross FTEs in the wider economy. Again, this equates to
£47,300 of tourism expenditure supporting one FTE.

Expenditure (Emn) | Gross Gross Value Added
Employment {£mn)
(FTEs)
Gross International | £14.8 mn 425 13.5
Tourism Expenditure
Gross Domestic Tourism | £5.33 mn
Expenditure
Total £20.13 mn

ft needs to be reiterated that this paper is an analysis of the regional impact of each of the
airports. What Bournemouth shows is the potential significance that leakage from a region
can have upon the estimated tourism expenditure effects.

* This exercise has not been undertaken for the international lravel estimales because the CAA statistics detail foreign

travellers specifically on international roules, therefore we feel that this represents inbound travel.

™ The exception lo this is Newquay. which is addressed later in the paper. We feel that there is sufficient evidence to suggest

that the proportion of inbound lravel is higher given Cornwall's role as a lourism destination

fand

h




It is clear that Bournemouth serves an area that extends along the South Coast, and across
‘regicnal development boundaries’. Therefore, setting Bournemouth against other South
West airports can be somewhat misleading and understates its impact. Iis sub regional (or
gross) impact is deflated somewhat due to its close relationship to the South East. In
particular, according to CAA statistics, Hampshire appears a favoured destination for both
domestic and international travellers. The economic importance of Bournemouth should not
be diminished by the existence of the south west/south east boundary

Much of the expenditure flows ‘out of the region’ but much also stays in the immediate sub
region of Bournemouth/Poole and obviously plays an important economic role in the
conurbation. The fact that a lower proportion of expenditure remains within ‘regional
development boundaries’, does come through in this paper — given its remit — but the
analysis needs to be qualified with a reminder of Bournemouth’s gecgraphical location.

7.2.3. Exeter Airport
International Passenger Effects

According to the CAA Passenger Survey in 2003, 0.4 per cent of {otal passenger volume
using Exeter airport were foreign business travellers via international connections whilst a
further 2.4 per cent of total passenger volume was associated with foreign leisure visitors.

Given the latest passenger throughput of Exeter airport of 875,000 ppa®, this would equate
1o 3,500 business and 21,000 leisure passenger journeys respectively.

Further data from the CAA Passenger Survey indicated that 1 per cent of international
business travellers’ final destination was outside of the South West, whilst 4 per cent of
international leisure passengers also arrived at Exeter but travelled outside of the region.
We have assumed that each of the passengers immediately travelled to their destination and
did not spend in the South West. This represents approximaiely 800 of passenger
movements. As expected, the further into the region the airport is geographicaily located the
lower the levels of leakage.

We recognise that, as we travel farther into the region, it is likely that even for those
passengers who travel outside, some expenditure will be incurred. However, these effects
would be minimal and we have discounted them.

Therefore, we estimate that Exeter currently generates around 23,600 passenger
movements associated with international travellers, or 11,800 incoming overseas visitors to
the South West per annum.

We estimate that in 2007, international passengers at Exeter airport had an associated gross
expenditure figure of approximately £5.07 million per annum. This can be broken further
down into £853,000 for foreign business travellers and £4.2 million for foreign leisure
travellers.

** CAA Passenger Statistics — March 07
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Domestic Passenger Effects

According to the CAA Passenger Survey 2003, 5.2 per cent of total passenger throughput
through Exeter was associated with UK business travellers whilst 15.5 per cent of total
passenger movements were associated with UK passengers travelling for leisure purposes.

Given the latest passenger throughput of Exeter airport of 875,000 ppa®, this would equate
to 22,700 business and 67,800 leisure passenger journeys respectively.

Continuing to use the 50:50 split between the South West as the origin {outbound) and the
region as the destination (inbound) we estimate that there were 21,500 and 67,800 ‘inbound’
passenger movements related to UK domestic business and leisure travellers respectively.

Data from the CAA Passenger Survey suggests a leakage rate that can be applied for
domestic passengers. 5.5 per cent of business travellers and 4.5 per cent for leisure
travellers have a final destination outside of the region. Approximately 3,300 of the ‘inbound’
passenger movements had a final destination outside of the region.

Therefore, we estimate that there were 86,000 domestic passenger movements associated
with travelling into Exeter as the destination airport. Alternatively, this can be viewed as
43,000 passenger visits.

We estimate that in 2007, domestic passengers at Exeter generated an associated gross
expenditure figure of approximately £8.2 million per annum. This can be broken down into
£2.2 million for domestic business travellers and £6 million for domestic leisure traveflers.

Combined Effects

We estimate that the combined effects could equate to £13.3 million per annum — based on
current passenger levels and prices.

This differs from the estimates derived for Bournemouth — both airports with similar current
passenger levels — mainly through a better ability to 'retain’ expenditure in the region to its
more peripheral location. :

By using the Regional Accounts we eslimate that this level of gross tourism expenditure
could support a further gross 281 FTEs in the wider economy.

Expenditure (Emn) | Gross Gross Value Added
Employment (Emn)
{FTEs)
Gross International | £5.07 mn 281 8.9
Tourism Expenditure
Gross Domestic Tourism | £8.2 min
Expenditure
Total £13.3 mn

* CAA Passenger Statistics - March 07
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7.2.4. Plymouth Airport
International Passenger Effects

As siated earlier, Plymouth airport has not had a CAA Passenger Survey undertaken.
Comparative data is unavailable when set against Bristol, Bournemouth and Exeter. In
particular, there is a relative lack of passenger profile data. As a conseguence, we have
heeded to make some assumptions that we outlineg in this section.

In terms of the likely levels of foreign business and leisure passengers we think that a
realistic assumption would be that the levels and make-up of international passengers would
be similar to that of Exeter. Despite Plymouth having no direct international connections, it
has a larger population, economy and, arguably, tourism product. In particular, evidence®
suggests that business travel tends to be associated with production industries, in which
Plymouth still has a high representation, which may involve indirect international travel.

Therefore, we have assumed that a similar 0.4 per cent of total passenger volume using
Plymouth would be foreign business travellers whilst a further 2.4 per cent of total passenger
volume was associated with foreign leisure visitors.

Given the latest passenger throughput of Plymouth airport of 74,800 ppa™, this would equate
to 300 business and 1,800 [eisure passenger journeys respectively.

in terms of leakage, again we have hroadly followed the profile of Exeter airport. However,
we have assumed a marginally lower figure given the fact that Plymouth is located in a
further peripheral position and has pocrer links to the main regional transport infrastructure.
Therefore, we have assumed that 0.5 per cent of international business travellerg’ final
destination was outside of the South West, whilst 3 per cent of international leisure
passengers also arrived at Plymouth but travelled outside of the region.

Given the relatively low passenger throughput of Plymouth and the low leakage rates, the
effect of leakage on the estimates are negligible. We estimate that only 50 passengers travel
from Plymouth out of the region. We feel that this realistic — given the fact that Plymouth only
has domestic route connections, it is highly unlikely for a passenger (domestic or
international) to fly into Plymouth only to leave the region immediately.

Therefore, we estimate that Plymouth currently generates around 2,000 passenger
movements associated with infernational travellers, or 1,000 incoming overseas visitors o
the region per annum.

We estimate that in 2007, international passengers at Plymouth airport had an associated
gross expenditure figure of approximately £437,000 per annum. This can be broken down
into £73,000 for foreign business travellers and £364,000 for foreign leisure travellers. This
does not take account of deadweight.

Dormnestic Passenger Effects

Again, in terms of estimating the volume of inbound domestic traffic we have used Exeter as
the basis. However, we recognise that as a proportion of its route offering, Plymouth has a
much greater reliance on domestic travel. Therefore, we have assumed that the proportion
of domestic business and leisure passengers would be 1.5 times that of Exeter.

¥ CAA Passenger Surveys
" CAA Passenger Statistics - March 07



This seems realistic given the fact that Plymouth will have fewer passenger movements
associated with outbound leisure travel.

Therefore, we have assumed that 7.8 per cent of total passenger throughput at Plymouth
was associated with UK business travellers whilst 25.5 per cent of total passenger
movements were associated with UK passengers travelling for leisure purposes™.

Given the latest passenger throughput of Plymouth airport of 74,749 ppa®, this would equate
to 2,900 business and 9,500 leisure passenger journeys respectively. Again, this represents
passenger movements for both passengers outbound and inbound.

To determine a typical proportion of inbound and outbound passengers on a domestic route™®®
we continue the approach shown in the Bristol, Bournemouth and Exeter analysis — that of a
50:50 outbound and inbound split. Analysis on a separate route-by-route basis would no
doubt offer a variety of different origin versus destination breakdowns.

As a consequence, given 2007 throughput, there were approximately 2,800 and 8,300
‘inbound’ passenger movements respectively, related to UK domestic business and leisure
travel into Plymouth.

Again, we assume that leakage levels for Plymouth airport are relatively low. Leakage rates
of 3 per cent and 2 per cent for business and leisure passengers respectively are based on
evidence from Exeter but factored lower given that Plymouth is located further into the
region. This accounts for very few (280) passengers.

We estimate that there were 12,160 domestic passenger movements associated with
travelling into Plymouth as the destination airport. Alternatively, this can be viewed as 6,080
passenger visits.

Therefore, we estimate that in 2007, domestic passengers at Plymouth had an associated
gross expenditure figure of approximately £1.15 million per annum. This can be broken
further down into £282,000 for domestic business travellers and £888,000 for domestic
leisure travellers.

Combined Effects

We estimate that the combined effects could equate fo £1.59 million per annum — based on
current passenger levels. As expected, this is a significantly lower figure than those airports
analysed thus far. This is primarily related to the generally lower level of passenger
throughput. As shown elsewhere, these passenger levels have been in decline in recent
years and the associated economic benefits generated by inbound passengers would also
have declined.

As outlined in this section, some of the key comparative data that we have used for the other
airports were not avaitable for Plymouth™. We feel, however, that lower leakage rates and a
greater proportion of domestic inbound passenger levels we have assumed reflects
Plymouth's geographical location as well as its route portfolio.

 Therefore, this would mean that inbound passengers would account for 36.1% of passenger throughput. This would ‘place’
Plymouth between Exeter and Newquay which, given the increasing peripheral locaticn and associated increased travelling time
using alternative forms of transport seems a realistic assumption,

¥ CAA Passenger Statistics ~ March 07

" This exercise has not been undertaken for the international travel estimates because the CAA slatistics delail foreign
travellers specifically an international routes, therefore we feel that this represents inbound lravel,

* The recent York Avialion study also provided 2 broad estimate of the expenditure effects of tourism,
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By using the Regional Accounts we estimate that this level of gross

could support a further 34 FTEs in the wider economy.

tourism expenditure

Expenditure (Emn) | Gross Gross Value Added
Employment (Emn}
(FTEs)
Gross International | £0.437 mn 34 1.1
Tourism Expenditure
Gross Domestic Tourism | £1.15 mn
Expenditure
Total £1.59 mn

7.2.5. Newquay Airport
International Passenger Effects

In a similar vein to Plymouth, Newgquay has not been the focus of a CAA Passenger Survey.
Therefore, comparative data is unavailable when set against Bristol, Bournemouth and
Exeter. In particular, there is a relative lack of passenger profile data. As a consequence,
we have needed 1o make some assumptions that we outline in this section.

Newquay has had a number of specific passenger surveys that have been undertaken by the
airport itself or Cormnwall County Council — the owners of the airport. Where appiropriate, we
have used the data from these surveys to inform our anaiysis but we have been mindful that
we have needed to be consistent with the findings in the wider (and statistically more robust)
CAA Passenger Survey.

In terms of the levels of foreign business and leisure passengers, we have used findings
from the passenger survey undertaken by Cornwail County Council in 2005. This showed
that 8 per cent of passenger throughput at Newquay was international passengers®. This
broadly matches the level at Bristol and Bournemouth and is higher than both of Exeter and
Plymouth. We feel that this is realistic given the major tourism product that Cornwall offers.

The Cornwall County Council passenger survey also highlights that one-third of international
passengers were travelling on business. This fits with findings contained in an earlier study
undertaken by Roger Tyms®. Therefore, we have assumed that 30 per cent of international
passengers were travelling for business and 70 per cent for leisure purposes.

This equates to 2.4 per cent of total passenger volume using Newquay being foreign
business travellers®® whilst a further 5.6 per cent of total passenger volume associated with
foreign leisure visitors. We feel confident that these are in the broad region of CAA based
figures from the other airports.

Given the latest passenger throughput of Newquay airport of 340,763 ppa™, this would
equate to 8,200 business and 19,000 leisure passenger journeys respectively.

11t should be noted that Cornwall County Councit also underteok a passenger survey in 2006, This suggested that the level of
inbound traffic could be higher, Only 33 per cent of passengers were resident in Comwall, 51.4 per cenl were from elsewhere in
the UK and 15,3 per cent from overseas. However. because these figures are markediy higher than the evidence for other
airponis we have taken the conservative figure of 8 per cent,

; Roger Tym & Pariners, Economic Impact of Newguay Airport - 2003

* e recognise that these figures are higher than these for Bournemouth and Exeter.

* CAA Passenger Statistics — March 07



In terms of leakage, we have assumed that this is at negligible levels. We have assumed
this to be zero for business travellers and one per cent for leisure travellers. Newquay's
gecgraphical position suggests it is highly unlikely that the travellers would not spend some
time, and money, in the region. We estimate that only 190 international passengers travel
from Newquay airport out of the region.

Therefore, we estimate that Newquay currently generates around 27,000 passenger
movements associated with international travellers, or 13,500 incoming overseas visitors to
the South West per annum.

Therefore, we estimate that in 2007, international passengers at Newquay had an associated
gross expenditure figure of approximately £5.96 million per annum. This can be broken
further down into £2 million for foreign business travellers and £3.94 million for foreign leisure
fravellers.

Domestic Passenger Effects

We have used information that has been generated by the passenger surveys undertaken by
Cornwall County Council in 2005 and 2006. This shows that as a proportion of total
passenger throughput, Newquay has a greater reliance on inbound travel than any other
regional airport. Intuitively this seems to fit — we would expect that Cornwall as a destination
attracts a larger number of inbound travellers. This will be for both tourism and business
because of the cost relativities associated with increased journey time savings.

Again, we have used the previous findings that 30 per cent of domestic travellers into
Newquay were travelling for business purposes. Therefore, 14.4 per cent of total passenger
throughput through Newquay was associated with UK business travellers whilst 33.6 per cent
of total passenger movements were associated with UK passengers travelling for leisure
purposes. It should be noted that both figures are higher than those at other airporis.

We estimate that there were approximately 49,000 and 114,500 ‘inbound’ passenger
movements related to UK domestic business and leisure travelling into Newquay.

Again, we assume that leakage levels for domestic travellers into Newquay are negligible.
We have assumed that 1 per cent of inbound domestic passengers (1,000) would travel
outside of the region.

This means that we estimate that there were 162,400 domestic passenger movements
associated with travelling into Newquay as the destination airport.  Allernatively, this can be
viewed as 81,200 passenger visits.

We use the UK Tourism Stalistics 2006 typical length of stay and expenditure figures for a
leisure traveller.

Therefore we estimate that in 2007, domestic passengers at Newquay airport had an
associated gross expenditure figure of approximately £15.43 million per annum. This can be
broken further down into £4.9 million for domestic business travellers and £10.4 million for
domestic leisure travellers.

It is restated that these are gross expenditure figures and do not take account of the
expenditure that would have happened anyway: deadweight effects.
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Combined Effects

The combined gross expenditure effects of inbound intemational and business travellers
have been estimaied in the above sections. We estimate that the combined effects could
equate to £21.39 million per annum — based on current passenger ievels.

The level of economic impact when set against Exeter and Bournemouth in particular could
be viewed as somewhat surprising, given the significantly lower levels of passengers at
Newquay. However, the difference can primarily be explained by the fact that a higher
proportion of passengers are classified as ‘inbound” {(when set against Exeter and
Bournemouth) and it has lower levels of leakage (when compared to Bournemouth).

Newquay has relatively fewer connections to international tourism destinations and,
therefore, has a lower flow of expenditure ‘out’ of the airpert.

By using the Regional Accounts we estimate that this level of gross tourism expenditure
could support a further 33 FTEs in the wider economy.

Expenditure (Emn) | Gross Gross Value Added
Employment {£mn)
{FTEs)
Gross Intarnational | £5.96 mn 452 14.3

Tourism Expenditure

Gross Domestic Tourism t £15.43 mn
Expenditure
Total £21.39 mn

Combined Gross Tourism Expenditure Effects

Qur above analysis shows that the airporis help bring a significant level of tourism
expenditure into the region. The below table shows that collectively they help facilitate over
£211 mn of gross tourism expenditure in the region.

Gross Expenditure | Gross Employment | Gross Value Added
(Emn) (FTEs) (Emn)

Bournemouth 20.13 425 13.5

Bristol 155.2 3279 103.9

Exeter 13.3 281 8.9

Newquay 21.39 452 14.3

Plymouth 1.59 34 1.1

Total 211.61 4471 1417

tmportantly, these gross expenditure figures do not {ake account of those passengers that
would have travelled into the region anyway, the so-called deadweight effect. The lack of
analysis on this is based on a lack of robust data. This would have required a survey at each
of the airports asking passengers whether they would have travelled into the region in the
absence of the air ink. Therefore it is nol possible 1o estimate the additional tourism
expenditure that the airports facilitate.

This is the first qualification on the above gross expenditure figures. The second factor is
that these figures do not account for the flow of tourism expenditure out of the region. As
always this is a point of great focus.



