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Introduction

This written statement is submitted on behalf of London Luton Airport Operations
Limited (LLAOL) and addresses questions relating to matters 1, 9, 10 and 11 as
set out in the Inspector’s matters and issues for the examination.

London Luton Airport (LLA) plays a pivotal role in the economy of the local area
and surrounding sub-regions. Along with the M1 and local railway connections,
the airport provides accessibility for people and businesses alike. The accessibility
that it facilitates helps to improve business performance and create jobs across all
sectors.

LLAOL published a draft masterplan in March 2012, which set out its objectives to
sustainably grow the airport capacity from 12 million passengers per annum
(mppa) to 18 mppa. The masterplan was granted planning permission (ref:
12/01400/FUL) by Luton Borough Council in June 2014. This growth will
significantly enhance the airport’s contribution to the area. Based on the current
growth rate, LLA is expected to reach 18 mppa as early as 2020.

In November 2015 Oxford Economics produced a report on The economic impact
of London Luton Airport (included as appendix 1). The report found that in 2013
LLA sustained 16,000 local jobs, contributing an economic value of £732 million
to the local economy (including direct annual business and expenditure, indirect
supply chain effects and the wages and salaries of workers). In the same year the
economic activity created by LLA contributed some £1.3 billion to UK GDP and is
estimated to have sustained 27,000 jobs.

The Aviation Policy Framework, March 2013, sets out the government’s objectives
for aviation. Paragraphs 1.1 — 1.3 state:

“The UK has always been an outward-looking nation — an island economy that for
centuries has owed its prosperity to the transport and trade routes linking it with
the rest of the world. With the increasing globalisation of our economy and
society, the future of the UK will undoubtedly continue to be shaped by the
effectiveness of its international transport networks.

We believe that aviation infrastructure plays an important role in contributing to
economic growth through the connectivity it helps deliver. For example, it provides
better access to markets, enhances communications and business interactions,
facilitates trade and investment and improves business efficiency through
timesavings, reduced costs and improved reliability for business travellers and air
freight operations.

There is broad agreement that aviation benefits the UK economy, both at a
national and a regional level. While views differ on the exact value of this benefit,
depending on the assumptions and definitions used, responses to both the
scoping document and the consultation demonstrated that the economic benefits
are significant, particularly those benefits resulting from the connectivity provided
by aviation. In addition we believe there to be social and cultural benefits from
aviation.”

North Hertfordshire is located within the airport’s regional sphere of influence, and
in this context, it is essential that the strategic importance of the airport is



appropriately reflected within the North Hertfordshire Local Plan (2011-2031).
LLAOL submitted representations to the Regulation 18 and 19 consultations
dated 6" February 2015 and 30" November 2016 respectively. The Inspector
should have consideration to these representations as part of the local plan
examination process.

1.7 LLAOL’s previous consultation submissions outlined the significant importance of
the airport and its continued growth to the local, regional and national economy.
They stressed the importance of the plan recognising the airport and its
importance, and ensuring that policies are strong enough to protect the interests
of the airport and its future growth.

1.8 The plan itself gives a limited degree of recognition to the airport, particularly in
respect of protecting the interests of LLA by ensuring that the development
strategy does not prejudice future airport operations.

1.9 LLAOL therefore remains concerned that the local plan, in its current form, has the
potential to unnecessarily restrict the airport’s future sustainable growth, to the
significant detriment of the local, regional and national economy. LLAOL considers
this to be contrary to national policy. As a result it is considered that the plan in its
current form is unsound. Consequently, LLAOL wishes to continue to outline its
concerns through the public examination process.

Terence O’Rourke Ltd 2017 3
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LLAOL response to matter 1 — Legal requirements

Duty to cooperate

Overall, has the Local Plan (‘the Plan’) been prepared in accordance with the ‘duty
to cooperate’ imposed by section 33A of the Planning & Compulsory Purchase
Act 2004 (as amended)?

No.

The NPPF sets clear requirements for the duty to cooperate, and paragraph 179
states that (our emphasis):

“Local Planning Authorities should work collaboratively with other bodies to ensure
that strateqgic priorities across local boundaries are properly coordinated and
clearly reflected in individual local plans”

LLAOL has repeatedly sought to engage with the LPA during the preparation of
the Local Plan, specifically through representations to the local plan Regulation 18
and Regulation 19 consultations. It is therefore disappointing that the plan
continues to downplay the significance of the airport and the potential impact to
its operations caused by a number of the site allocations. LLA is a significant
contributor to the local, national and regional economies and as such LLAOL
considers that it should be considered an important “body” to work collaboratively
with.

LLAOL therefore concludes that the LPA has failed in its duty to cooperate,
resulting in important matters of regional strategic importance being under
represented in the plan, thereby rendering it unsound in its current form.

What are the strategic, cross-boundary issues of relevance to the Plan?
As outlined above, LLA is a significant contributor to the local, national and

regional economies and should therefore be considered as a cross-boundary
issue of relevance when preparing the local plan.

LLAOL response to matter 9 — The basis for the housing
allocations and the settlement boundaries

Issues

Have all sites put forward for allocation been considered through the SA? Is the
SA based on appropriate criteria and is it a robust and sound base of evidence?

What process or methodology has been used to select sites for allocation? In
particular:
e) Have all constraints been taken into account?

Overall, has the SA of sites and the selection process been appropriate and
robust?
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No.

The sites of concern to LLAOL are EL1, EL2, EL3, KW1, SI1 and SI2; each of
which is identified within the sustainability appraisal.

Of the six sites, KW1 is the only one that is located within the airport’s noise
contours. The SA correctly identifies noise as a constraint for this site.

Whilst the other sites are not located within the defined noise contours, they are
underneath the current flight path and relatively close to the noise contours. Noise
has not in these cases been identified as a concern / constraint. LLAOL does not
consider this to be a robust approach as changes to airport operations in future
have the potential to alter the existing flight paths and noise contours, which could
lead to noise effects at other sites. Consequently, the potential future noise
climate should be addressed in relevant policies — for example, by requiring new
homes to be resilient/adaptable to potential changes to the noise environment in
future.

LLAOL response to matter 10 — The housing allocations and
the settlements boundaries: the towns

Luton (Cockernhoe)
Are all of the proposed housing allocations deliverable? In particular, are they:

c) deliverable, having regard to the provision of the necessary infrastructure and
services, and any environmental or other constraints?

No.

Sites EL1, EL2 and EL3 are located within 1,000m of the airport’s boundary and
therefore LLAOL considers that the airport itself should be considered a
constraint. Development of these sites has the potential to adversely impact upon
airport operations and result in significant noise impacts to residents of the new
development and highway impacts.

Noise

The operation of LLA obviously has some implications with respect to noise. With
regard to housing proposals in close proximity to the airport, LLAOL wishes to
highlight paragraph 123 of the NPPF, of which bullet point 3 states:

“recognise that development will often create some noise and existing businesses
wanting to develop in continuance of their business should not have unreasonable
restrictions put on them because of changes in nearby land uses since they were
established”.

LLAOL supports the inclusion of section j of policy SP19, which requires the
proposed housing sites to incorporate:



“w

. Appropriate noise mitigation measures, to potentially include insulation and
appropriate orientation of living spaces;”

4.5 Whilst this policy requirement is welcomed, LLAOL does not believe that the
current form of wording is strong enough to protect the amenity of future residents
or the interests of LLA in terms of noise. To that effect we suggest the policy
wording be amended to read:

“. Sites EL1, EL2 and EL3 are within close proximity to London Luton
Airport, and therefore any schemes will need to demonstrate that any noise
issues have been appropriately addressed and internal noise levels within
any new homes are within relevant guidelines. Appropriate noise mitigation
measures should include insulation and appropriate orientation of living
spaces”

Highway impact

4.6 Given the close proximity to LLA, the potential impacts of the proposed
development sites (EL1, EL2 and EL3) on the surrounding highway network are a
key concern to LLAOL. Within the supporting evidence of the local plan preferred
options consultation paper, it was outlined that transport assessments would be
required for all three sites within policy SP19 in order to assess the impacts of the
developments upon Luton and the M1 motorway.

4.7 Within our previous representation LLAOL requested that these transport
assessments also consider the transport impacts on the accessibility and
operation of LLA. As outlined, the airport currently has planning permission to
expand capacity to 18mppa. LLAOL’s masterplan covers the period to 2028, so
this expansion would be delivered within North Hertfordshire District Council’s
proposed local plan period. Any transport assessment for the allocated sites will
therefore need to consider this permitted increase in operational capacity. We
suggest the following wording is added to policy SP19:

“As part of any development proposal a Transport Assessment must be
undertaken in order to assess the impacts of the development upon Luton,
the M1 motorway and London Luton Airport.”

4.8 With regard to the above comments, LLAOL would also like to be formally
consulted on the master planning process, in order to ensure that airport-related
matters are appropriately addressed during the design stage. This would help to
ensure that final master plans are appropriate and consider all issues relating to
airport operations. We therefore request that the following wording be
incorporated within the policy supporting text:

“London Luton Airport Operations Limited should be consulted during the
master planning stage in order to ensure that airport-related matters are
appropriately addressed.”

4.9 This would ensure that any proposals delivered in accordance with policy SP19
would be deliverable in a timely manner.

Terence O’Rourke Ltd 2017 6
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LLAOL response to matter 10 — The housing allocations and
the settlements boundaries: the category A villages

Breachwood Green
Is the proposed housing allocation deliverable? In particular, is it:

c) deliverable, having regard to the provision of the necessary infrastructure,
services, and any environmental or other constraints?

Yes.

KW1: Land west of The Heath, Breachwood Green is located underneath the
flightpath and within the noise contours of the airport. Therefore noise is a key
consideration for development in this area. In this instance, North Hertfordshire
District Council has given full regard to the noise issues surrounding this site, with
the incorporation of paragraph 13.180:

“Breachwood Green is located on the approach and departure flightpaths
from Luton airport and any schemes will need to demonstrate that noise
issues have been appropriately addressed and that internal noise levels
within any new homes are within relevant guideline levels.”

LLAOL considers that the inclusion of this policy wording gives appropriate regard
to the noise environment.

St Ippolyts
Are the proposed housing allocations deliverable? In particular, are they:

c) deliverable, having regard to the provision of the necessary infrastructure,
services, and any environmental or other constraints?

No.

SI1: Land south of Waterdell Lane & SI2 Land south of Stevenage Road are both
located some distance away from LLA, however, they lie under the departure
flight path and therefore development on these sites has the potential to be
impacted by noise from airport activity. The potential future noise climate should
be addressed by requiring new homes within the St Ippolyts allocation to be
resilient/adaptable to potential changes to the noise environment in future.

LLAOL therefore requests that a paragraph is included within the supporting text
that acknowledges the location of these sites under the flight path and that
development proposals take account of noise-related issues. We suggest such a
paragraph be worded as follows:

“St Ippolyts is located under the departure flight path from London Luton
Airport and any schemes will need to demonstrate that noise issues have
been appropriately addressed and that internal noise levels within any new
homes are within relevant guideline levels.”



6.0 Conclusion

6.1 LLAOL welcomes the recognition of the airport and its operations within the plan,
however; it does not consider the plan in its current form adequately reflects the
importance and significance of LLA, and the need to support its sustainable
growth for the benefit of the entire region.

6.2 The lack of recognition of potential noise and highway issues relating to a number
of the allocations within the plan means that the plan is contrary to the NPPF and
unsound as a result. LLAOL therefore believes that further modifications to the
local plan are required in order to address its concerns and successfully meet all
the tests of soundness. LLAOL would welcome the opportunity to engage with
the LPA on this matter, and comment on any proposed modifications to the local
plan.

Terence O’Rourke Ltd 2017
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Foreword:

Nick Barton — CEO London Luton Airport
Councillor Andrew Malcolm — Acting Chairman LLAL

This is the first aviation focussed report published in the post-2015
election environment and one that has been conducted on a wholly
independent basis by Oxford Economics. London Luton Airport
Operations Limited, the airport operator, and London Luton Airport
Limited, the airport owner, commissioned this report to highlight the
current and future economic benefit of London Luton Airport to both the
local and national economies.

We believe that this report will make a significant contribution to the
development of an integrated transport policy for the United Kingdom;
one in particular that reconciles the rebalancing of the UK economy with
the need for sustainable development. The Oxford Economics report sits
alongside the vital strategic work undertaken by Sir Howard Davies and
provides our new Government with additional corroboration of the
importance of aviation to the UK economy.

In commissioning the report we were mindful of the depth of the Davies
Commission’s review of macro runway capacity requirements, but also of
how broadening the analytical scope to micro or regional considerations
could complete the roadmap of UK aviation needs.

Through this report, Oxford Economics has demonstrated how the
presence of a strong regional airport can boost UK economic growth and
deliver greater choice, value and service to aviation passengers.

Regional airports play a vital role in supporting aviation capacity growth
in the UK. They will sustain the supply of slots for airlines and
destinations for passengers throughout the period of new runway
construction in London and enhance the reputation of the UK as a place
to visit, invest or reside in. For its part, London Luton Airport has proven
its role in meeting the aviation demands of the 21 century and this is
demonstrated by the economic benefits that are created by its presence
in Southern England.

It is imperative that London Luton Airport fulfils its potential to serve more
passengers, deliver greater competition between carriers and achieves
all of this on an environmentally sustainable basis. That is why we are
proud of our airport and the contribution that it will make to the lives of
business and leisure passengers alike in coming decades.

We urge all stakeholders with an interest in the future of UK aviation to
take note of this report’'s conclusions and the potential that exists for
London Luton to serve ever greater numbers of passengers and draw
overseas investors into our economy.

Nick Barton

Andrew Malcolm
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The economic impact of London Luton Airport
November 2015

Executive Summary

In February 2015 London Luton Airport Operations Limited (LLAOL) and London
Luton Airport Limited (LLAL) commissioned Oxford Economics to undertake an
analysis of the nature and scale of the economic impact of London Luton Airport
on the UK as a whole, and on the surrounding sub-regional and local
economies.

The report sets out the results of that analysis, measuring the economic
contribution of the airport in terms of jobs created, contribution to GDP and
government tax receipts. We present results for the value of this impact in 2013
and forecast it out to 2030 under two scenarios for the future of the airport.?
The report goes on to explore the value that London Luton Airport creates for its
passengers by offering them low-cost and local air transport, and by relieving
pressure on the air transport system elsewhere in the south east of England.

Measuring the impact of London Luton Airport

To quantify the contribution of London Luton Airport to the UK and local economy,
we consider a range of potential impacts in turn, following a standard analytical
technigue known as an economic impact assessment. This approach considers
three channels of economic impact arising from the airport’s operations: direct,
indirect and induced impacts.

B The direct impact is generated by the immediate activities of the airport
itself.

B The indirect impact encapsulates the economic activity supported in the
airport’s UK supply chain as a result of its procurement of goods and
services.

B The induced impact comprises the benefits arising as the workforce
(including that in the supply chain) spends its wages generating further
rounds of economic activity.

The impact through each channel is quantified using three metrics: Gross Value
Added (GVA) contribution to GDP; employment, in terms of jobs sustained; and
the exchequer impact, in terms of additional tax receipts accruing to the Treasury
or local authorities.

Quantifying the wider ‘catalytic’ economic benefits that the airport offers to those
who use its services involves other metrics. The benefits that proximity and low-
cost air travel offer for millions of Luton passengers are quantified in terms of the
equivalent cash value to those passengers each year.

! This report updates a previous exercise relating to 2011, undertaken by Halcrow. However,
methodological differences mean the two reports are not directly comparable.

2 We use the term ‘London Luton Airport’ to refer to all activities and businesses which are inherent
to the operation of the airport, and including both direct onsite employment and direct offsite
employment within firms located in close proximity to the airport whose activities form an integral
part of the activities of the airport.
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London Luton Airport’s impact in 2013

In 2013, the economic activity created by London Luton Airport contributed some
£1.3 billion to UK GDP.* For every pound London Luton Airport contributes to
GDP itself, it creates another £2 elsewhere in the UK economy. In 2013 this
impact comprised:

e £425 million in direct impact (which is equivalent to 10 per cent of the
local Luton Borough economy);

e £338 million in indirect impact within the supply chain of the airport; and

e £506 million in induced impact as employees of the airport and its supply
chain spent their wages.

The airport is estimated to have sustained 27,000 jobs in 2013, comprising:

e 9,400 direct jobs (10 per cent of all employment in Luton Borough);

e 7,700 indirect jobs within the supply chain of the airport;

e 10,000 induced jobs as employees of the airport and its supply chain
spent their wages.

For every direct job the airport supports, another 1.9 are supported elsewhere in
the UK economy. By sustaining this level of employment, London Luton Airport
contributed £740 million in gross wages in 2013, and also produced tax receipts
of £648 million for the Treasury, primarily in the form of employee and employer
taxes, air passenger duty and corporation tax.

Total UK economic impact of London Luton Airport, 2013

Tax Revenue Total Impact Contribution
(Em) to GDP
(Em)
648 1,270
Indirect
740 27
Wages Employment
(Em) (000s)

% Hereafter referred to as ‘contribution to GDP’. Prices are constant 2013 throughout the document
unless otherwise stated.
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The sub-regional and local economic impact of London Luton
Airport in 2013

London Luton Airport plays a pivotal role in economy of the local area and
surrounding sub-regions. Within the Three Counties area, which includes
Bedfordshire, Buckinghamshire and Hertfordshire, the airport supported a £732
million contribution to GDP and sustained 16,000 jobs in 2013. As would be
expected, the greatest impact was felt in the immediate vicinity of the airport. The
largest sub-regional impact therefore occurs within Bedfordshire, where the
airport delivered a GDP contribution of £600 million. This reflects the direct
economic impact of having the airport located within its boundaries, the
corresponding strength of the airport’s supply chain linkages within the local area,
and the fact that 50 per cent of the direct workforce (and therefore much of the
associated consumer spending) resides in Bedfordshire. Within the Borough of
Luton alone, the airport supported a £533 million contribution to GDP and
sustained almost 12,000 jobs.

Total economic impact of London Luton Airport within the Three Counties
sub-region, 2013

Tax Revenue Total Impact Contribution
(Em) to GDP
(Em)
301 732
Indirect
237
Direct
481 16
Wages Employment
(Em) (000s)
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The future economic impact of London Luton Airport under
alternative scenarios

With substantial changes to the capacity of London Luton Airport planned, we are
able to forecast how its economic impact is likely to evolve in the years to 2030.
Our baseline scenario assumes no significant infrastructure development. Yet the
airport’s total GDP contribution, including multiplier impacts, is forecast to grow to
£1.7 billion® by 2030. Productivity growth, however, means that the total number
of jobs supported by London Luton Airport (including multiplier impacts) is likely to
be 500 lower in 2030 than in 2013 under this scenario.

Under our development scenario - in which a range of infrastructure
developments, including improvements to roads, parking and terminal
enhancements, are implemented — the economic impact of Luton would be
substantially higher.

In the development scenario, we assume that infrastructure enhancement results
in passenger numbers increasing from around 9.7 million in 2013 to 18 million in
2020, at which point the airport will have reached its new level of capacity. Under
this scenario, the total GDP contribution of the airport would reach £2.3 billion in
2030, 41 per cent higher than under the baseline option. The airport and its
associated activities would support 37,700 jobs in total.

Key indicators under the baseline and development scenarios,
2013 and 2030

2013 2030 2030
— Baseline — Development
scenario scenario

Passengers 9.7m 12.6m 18.0m
GDP Direct £425m £554m £781m

Total £1.3bn £1.7bn £2.3bn
Employment Direct 9,400 9,300 13,100

Total 27,200 26,700 37,700
Wages Direct £356m

Total £740m

. Not calculated for future years

Tax revenue Direct £237m

Total £648m

4 In 2013 prices

10



The economic impact of London Luton Airport
November 2015

Forecast total GDP contribution of London Luton Airport to the UK
economy, 2013 to 2030

£ (2013 prices) million
2,500 -

2,000 -

1,500 -

1,000 -

500 -

2013 2030 - Baseline scenario 2030 - Development
scenario

Source: Oxford Economics M Direct M Indirect M Induced

Within the Three Countries sub-region, the total GDP contribution of London
Luton Airport is estimated to reach £1 billion in 2030 under the baseline scenario.
This increases to £1.4 billion under the development scenario. Under the baseline
scenario the total number of jobs supported by London Luton Airport in the Three
Counties sub-regional economy in 2030 increases from 15,900 in 2013 to 16,000
in 2030. Under the development scenario employment increases to 22,600.

Under the development scenario, London Luton Airport may need over 1,100
additional workers in the three highest-skilled occupational groups, which include
roles such as aeronautical engineers, aircraft pilots and flight engineers. At the
same time, over 2,500 additional workers will be needed for lower-skilled roles
such as customer advisors, baggage handlers and storage workers.

We analyse the extent to which the airport’s future demand for labour could be
met by workers from Luton Borough. Our analysis suggests that while there is
likely to be sufficient labour within Luton Borough to fill lower-skilled jobs, the
airport will need to look further afield to recruit the people needed to fill the more
specialised high-skill roles.
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London Luton Airport’s value to passengers

Ultimately London Luton Airport exists to serve its passengers, of whom there
were 10.5 million in 2014 alone. For around 43 per cent, or 4.5 million, of these
passengers Luton was the closest airport to their origin or destination in the UK.
For these passengers, flying from an alternative airport would add between 20
and 68 minutes in travel time, and further associated travel costs, for each leg of
their journey. Luton also offers among the cheapest available fares for the
destinations it serves, with 75 percent of comparable fares cheaper than average
among the seven major airports considered.

Taking account of the value of passengers’ time, the surface transport costs they
face, and the competitive fares offered by airlines at Luton, we estimate that the
airport provided additional value for passengers of approximately £120 million in
2014 alone — an average of just over £37 per return trip.

As a result of the extra value offered by Luton more people were encouraged to
take a trip than otherwise would have done. We estimate that last year over
900,000 Luton passengers took a flight who would not have flown at all had Luton
not existed.

London area airport capacity

London Luton Airport will play an increasingly important role in providing much-
needed capacity to the London airports system over the next 10 to 15 years,
particularly if expansion plans are implemented.

In 2011 Luton accounted for 7 per cent of passengers at London airports. But
based on official DfT forecasts it is expected to contribute 17 per cent of London
passenger growth between 2011 and 2030. This demonstrates the degree to
which the airport is set to become an even more crucial part of the air transport
network of the UK.

12
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1

Introduction

1.1 Purpose of the study

This report has been prepared for London Luton Airport Operations Limited This report

(LLAOL) and London Luton Airport Limited (LLAL). It provides a detailed provides a detailed
assessment of the current economic impact of London Luton Airport to its local assessment of the
area, surrounding sub-regions and the national economy. This impact has been economic impact

estimated for 2013 and forecast for the period to 2030 under two scenarios. We

of London Luton

also estimate the consumer value that London Luton Airport creates for its

passengers by offering them cheap and local air transport, and by relieving

Airport

pressure on the air transport system elsewhere in the south east of England.

1.2 Introducing economic impact analysis

The economic impact of London Luton Airport is measured using a standard
means of analysis called an economic impact assessment. The three ‘core’
channels of impact that comprise the airport’s ‘economic footprint’ are:

direct impact, which relates to the economic activity generated by the airport
itself;

indirect impact, which encapsulates the activity and employment supported
in London Luton Airport’s UK supply chain as a result of its procurement of
goods and services. Economic activity in this category could include, for
example, food and drink products, ticketing, aircraft repairs and maintenance,
insurance and other aviation-related financial and legal services; and

induced impact, comprising economic benefits that arise when London
Luton Airport employees and those in its supply chain spend their earnings,
for example in retail establishments.

Using these pathways, a picture of London Luton Airport’s economic footprint is
presented using four metrics:

employment, as the number of people employed, measured on a headcount
basis;

GDP, or more specifically, London Luton Airport’s gross value added (GVA)
contribution to GDP;

gross wages paid to workers; and

tax revenue flowing to the UK government.

Adding together the direct, indirect and induced impacts across the metrics
above provides an estimate of the total economic impact of London Luton
Airport, as shown in Figure 1.1, below.
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Figure 1.1: Channels of economic impact

Direct impact
Airport operator, airlines based at the airport, firms operating ground crew at the site,
maintenance companies, and retail and other commercial facilities serving passengers at
the airport.

Indirect impact Induced impact
e.g. Food and drink e.g. Food and beverages,
products, ticketing, aircraft other consumer goods,
repairs and maintenance, restaurants and
insurance and other recreation services
aviation-related financial etc.

and legal services

etc.

Total economic impact

The main principles of the economic impact methodology are outlined in the
respective sections of this report, and there is a full technical description at
Appendix A.

In addition to the three core economic impacts identified above, the study
considers wider catalytic impacts — benefits that accrue to passengers who use
the airport’s services. This part of the assessment focuses on the cash-
equivalent value of the airport’s location and low costs to passengers, and goes
on to examine Luton’s role in providing much-needed capacity to support
passenger growth in the London airport system over the coming 10 to 15 years.

1.3 Geographical coverage

The study assesses the economic impact of London Luton Airport on the
economy of the UK as a whole; in the nearby sub-regions that have strong
linkages to the airport in terms of workers, supply chains and passengers; and in
Luton and surrounding local authority areas (primarily those that fall within the
sub-regions identified).
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Based on consultation with LLAL and LLAOL, the following sub-regions have
been identified for analysis:

B Bedfordshire (comprising Bedford, Central Bedfordshire and Luton)

B Buckinghamshire (comprising Aylesbury Vale, Chiltern, Milton Keynes,
South Buckinghamshire and Wycombe)

B Hertfordshire (comprising Broxbourne, Dacorum, East Hertfordshire,
Hertsmere, North Hertfordshire, St Albans, Stevenage, Three Rivers,
Watford and Welwyn Hatfield)

B The ‘Three Counties’ area (Bedfordshire, Buckinghamshire and Hertfordshire
combined)

B The London Thameslink Corridor, which comprises London boroughs with a
direct rail route to London Luton Airport Parkway (Barnet, Camden, Islington,
City of London, Southwark, Lambeth, Merton, Sutton, and Croydon).

The study also considers the individual local authority areas that fall within the
sub-regions above, plus a small number of other nearby local authorities within
which economic impacts were expected to accrue. The latter were, once again,
identified through discussion with LLAL and LLAOL.

Figure 1.2: Geographical coverage of the study
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1.4 Defining London Luton Airport

Within this study the term ‘London Luton Airport’ is used to refer to all activities
and businesses which are inherent to the operation of the airport, and which are
therefore included within the direct impact of the airport. Following the approach
taken in the 2012 study by Halcrow,” the direct impact of the airport includes
both direct onsite employment, which is located within the airport boundary, and
direct offsite employment within firms located in close proximity to the airport
whose activities form an integral part of the activities of the airport.

Activities included within the definition of London Luton Airport include the airport
operator, airlines based at the airport, firms operating ground crew at the site,
maintenance companies, and retail and other commercial facilities serving
passengers at the airport.

1.5 Report Structure

The remainder of this report is structured as follows:

B Chapter 2 presents a detailed analysis of the direct contribution of London
Luton Airport;

B Chapter 3 examines the indirect and induced contributions of London Luton
Airport, and adds these to the direct impact to estimate the total economic
impact of the airport on the national, sub-regional and local economies;

B Chapter 4 assesses the potential future economic impact of London Luton
Airport under two alternative scenarios; and

B Chapter 5 considers the catalytic impacts generated by London Luton
Airport.

The technical appendices at the end of the report provide a detailed explanation
of the methodologies used in the various parts of the analysis, and tables of
detailed findings to supplement the results presented throughout the report.

° http://www.eplan.luton.gov.uk/plannet/documentstore/DC19512388-269-1 01 A.PDF
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2 The direct impact of London Luton
Airport

Key points

B |t is estimated that London Luton Airport directly employed 9,400 people
in 2013, which is 10 per cent of all employment in Luton Borough.

B |t is estimated that 29 per cent of London Luton Airport employees live in
the borough of Luton. A further 31 per cent live in the nearby local
authority areas of Central Bedfordshire, North Hertfordshire, Bedford and
St Albans. In total, 77 per cent of employees live within the Three
Counties area, which comprises Bedfordshire, Buckinghamshire and
Hertfordshire.

B The direct GDP contribution of London Luton Airport in 2013 was £425
million. This is equivalent to 10 per cent of the local economy.

B London Luton Airport also directly supported £356 million in gross wages
for its workers and generated £237 million in tax revenues for the UK
Exchequer.

2.1 Approach to estimating direct impacts

To estimate London Luton Airport’s direct impact it is necessary to collect data
that correspond as closely as possible to the definition of the airport and its
associated businesses outlined in Section 1.4. To do this, the study draws on
information provided by LLAL and LLAOL, businesses operating at the airport,
and the 2012 employment and economic assessment of London Luton Airport
by Halcrow.® Where data are not available from these sources results have been
estimated using official government statistics and Oxford Economics’ UK
macroeconomic, regional and input-output models.

We are grateful for the contributions of the following businesses that provided
data to inform the analysis:

B The Restaurant Group plc

B Lagardére Services Travel Retail UK & Ireland
B Easyjet

m SSP

B Landmark Aviation.

6 http://www.eplan.luton.gov.uk/plannet/documentstore/DC19512388-269-1 01 A.PDF
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2.2 Direct contribution to employment

The most detailed previous work to estimate the direct impact of London Luton
Airport was undertaken for the 2012 Halcrow study. This presented a central
employment estimate for 2011 based on data from the Business Register and
Employment Survey and Experian.7 More recent estimates of employment at
London Luton Airport are presented in the 2013 London Luton Airport Annual
Monitoring Report.®

Following discussion with stakeholders it was decided to estimate employment
in 2013 by growing forward the Halcrow estimate using the growth rates
reported in the Annual Monitoring Report. This approach ensures that the direct
employment estimate presented in this study is broadly comparable with the
Halcrow study, but also incorporates the latest evidence on how employment at
the airport has changed since 2011.

On this basis, it is estimated that London Luton Airport directly employed 9,400
people in 2013, which is an increase of 337 from the figure reported in the
Halcrow study. This equivalent to ten per cent of all employment in Luton
Borough.g

Box 2.1: Comparing the direct employment contribution to the 2013
Annual Monitoring Report

The 2013 London Luton Airport Annual Monitoring Report (AMR) suggests that
direct employment at the airport was 8,400 in 2013, 1,000 less than the
estimate produced for this study.

While this study has taken growth rates from the 2013 AMR, the estimated
level of employment was obtained by growing forward the employment
estimate from the Halcrow report. That study estimated that there were 7,400
full time and 1,700 part time workers in 2011.

The AMR and Halcrow estimates are based on different ONS datasets. The
AMR figure is primarily based on the Inter Departmental Business Register,
while the Halcrow study is based on the Business Register and Employment
Survey. There is further discussion of the alternative approaches to estimating
direct employment in Chapter 6 of the Halcrow report, available at:
http://www.eplan.luton.gov.uk/plannet/documentstore/DC19512388-269-

1 01 A.PDFE

" Further details of the methodology used to develop the employment estimate are presented in
Chapter 6 of the Halcrow report: http://www.eplan.luton.gov.uk/plannet/documentstore/DC19512388-
269-1 01 A.PDF

® http://www.london-luton.co.uk/en/content/8/243/annual-monitoring-report. htm|

o Based on Oxford Economics’ regional model ,total employment in Luton Borough in 2013 was
94,000
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Figure 2.1, below, shows the breakdown of London Luton Airport workers by
sector. This suggests that 60 per cent of workers are employed in the
transportation and storage sector; 15 per cent are involved in manufacturing; 10
per cent are employed in the retail trade and 9 per cent in administrative and
supportive roles. The remaining 5 per cent work in accommodation and food
service activities.™

Figure 2.1: London Luton Airport direct employment by broad sector, 2013
6,000 - 5,704
5,000 -
4,000 -
3,000 -

2,000 -
1,452

1,000 - o8> 830
0 | | | e

Transportation Manufacturing Wholesale and  Administrative Accommodation
and Storage Retail Trade and Support and Food Service
Service Activities Activities

Source: Oxford Economics

To assess commuting patterns amongst those working at London Luton Airport,
information on employees’ post code of residence was obtained from LLAOL
and a sample of airport employers. Using these data, which cover approximately
29 per cent of London Luton Airport employees, it is possible to estimate the
number of employees that live in Luton and each of the surrounding local
authorities.

1% The sectoral split for employment was derived from the London Luton Airport employment sector
breakdown presented in the Halcrow report. It was assumed that all sectors grew at the same rate
between 2011 and 2013.
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It is estimated that 29 per cent of London Luton Airport employees live in the
borough of Luton (Figure 2.2). A further 31 per cent live in the nearby local
authority areas of Central Bedfordshire, North Hertfordshire, Bedford and St
Albans. In total, 77 per cent of employees live within the Three Counties sub-
region, which comprises Bedfordshire, Buckinghamshire and Hertfordshire.

Figure 2.2: Estimated place of residence of London Luton Airport
employees, 2013
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2.3 Direct contribution to GDP

The direct GDP impact of London Luton Airport comprises the total amount of
income generated by the airport, either as wages for those employed at the
airport, or as profits that accrue to firms at the airport. On this basis it is
estimated that the direct GDP contribution of London Luton Airport in 2013 was
£425 million. Just over three-quarters of this total came from the transport and
storage sector (Figure 2.3). Further details of the methodology used to derive
this estimate are set out at Appendix A.

Figure 2.3: Direct GDP contribution of London Luton Airport by broad
sector, 2013
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Box 2.2: Comparing the direct GDP contribution to the Halcrow estimates

The direct GDP contribution estimated for this study is not directly comparable
to the “direct income injection” estimated in the 2012 Halcrow study. The
Oxford Economics approach estimates the total amount of income (GDP)
generated by the operation of the airport. In contrast, the Halcrow study
focuses on the amount of income that flows from the airport to the local
economy. The table below compares the components of the Halcrow and
Oxford Economics estimates.

Table 2.1: Comparison between the Halcrow direct income injection
and Oxford Economics direct contribution to GDP estimates

Halcrow direct income injection Oxford Economics direct
contribution to GDP

Wages and salaries of workers Gross wages and salaries of workers

(excluding tax and NI)

Direct profits accountable to local All profits generated by firms at the

economy airport are included

Direct business expenditure Supply chain spending is accounted
for within the estimates of indirect
GDP impacts

Composite multiplier effect Multiplier effects are accounted for

within the estimates of indirect and
induced GDP impacts

2.4 Direct contribution to gross wages

The gross wage bill of London Luton Airport workers was estimated by updating
the previous results from the Halcrow study by growing the average wage per
worker in line with wage growth from 2011 to 2013 for the Eastern region and
then multiplying these wages by the new number of workers in each sector.** On
this basis it is estimated that those employed at London Luton Airport received
£356 million in gross wages in 2013.

This suggests that the average gross wage at London Luton Airport is £38,000,
compared to the national average of £27,000.

To robustly estimate the value of wages that accrue to workers residing in each
of the surrounding local authority areas it would be necessary to gather
information on average wage levels by district of residence for airport
employees. However, information with this level of granularity was not available
to the study team, and so it is not possible to assess any tendencies for higher
or lower paid workers to live in particular areas.

1 Wage growth data for the Eastern region was source from the ONS Annual Survey of Hours and
Earnings.
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Nonetheless, it is possible to obtain a broad indication of the value of wages that
accrue to workers living in each local authority area by splitting the total wage bill
using estimates for employees’ place of residence. On this basis, employees
who reside in Luton account for £105 million (or 29 per cent) of the gross wages
supported by London Luton Airport. Central Bedfordshire residents account for a
further 16 per cent, North Hertfordshire 6 per cent, and Bedford and St Albans

account for 5 per cent each (Figure 2.4).

Figure 2.4: Indicative distribution of gross wages by employees’ place of

residence, 2013
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2.5 Direct contribution to tax revenue

This sub-section presents estimates of the value of tax revenues generated by
businesses at London Luton Airport for the UK government in the form of
employee and employer social security contributions; income tax levied on the
earnings of the workforce; VAT paid by employees; employers’ VAT and
corporation tax; business rates; and Air Passenger Duty. Details of the
techniques used to estimate the value of these revenues are described in
Appendix A.

Overall, it is estimated that London Luton Airport directly generated £237 million
in tax revenue in 2013. Taxes on employees account for £108 million, or 46 per
cent, of this total. Air Passenger Duty accounts for £76 million, or just under one
third.

Figure 2.5: Direct tax contribution of London Luton Airport, 2013
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3 Multiplier impacts and the total economic

iImpact of London Luton Airport

Key points

UK impacts

B The indirect, or supply chain, contribution to UK GDP of London Luton
Airport in 2013 was £338 million. This is estimated to have supported
7,700 jobs.

B The spending of London Luton Airport workers, and those in the airport’s
direct supply chain, is estimated to have supported a further £506 million
contribution to UK GDP and 10,000 jobs.

B Adding these multiplier effects to the direct economic impact estimated in
Section 2 suggests that the total UK economic impact of London Luton
Airport in 2013 was a £1.3 billion contribution to GDP and 27,000 jobs.

B Forevery £1 London Luton Airport contributes to GDP itself, it creates
another £2 elsewhere in the UK economy. The airport therefore has a
GDP multiplier of 3.

B For every direct job the airport creates another 1.9 are created elsewhere
in the UK economy. This means the airport’'s employment multiplier is
2.9.

Sub-regional impacts

B Within the Three Counties area, which includes Bedfordshire,
Buckinghamshire and Hertfordshire, London Luton Airport supported a
£732 million contribution to GDP and more than 16,000 jobs, including
multiplier impacts.

Local impacts

B London Luton Airport supported a £533 million contribution to GDP and
12,000 jobs within the Borough of Luton in 2013, either directly, or
through the impact of supply chain spending or the spending of workers.
This is equivalent to 12 per cent of the local economy in terms of GDP
and 13 per cent in terms of jobs.

3.1 Indirect and induced multiplier impacts

3.1.1  Multiplier impacts on the UK economy

The indirect, or supply chain, impacts of London Luton Airport are estimated
using ‘input-output’ models which map the inputs required by firms at the airport
to produce a unit of output. To illustrate this concept consider the following
simple example: to provide aviation services that sell for £5 million, an aviation
firm may need to purchase fuel for £1 million, airport services for £1 million and
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professional and technical services for £0.5 million. In this example the aviation
firm has generated a £2.5 million gross value added contribution to GDP (the
value of its output less the cost of inputs), and £2.5 million in turnover for other
firms in the supply chain. Input-output tables then enable us to estimate the size
of the GDP contribution associated with the £2.5 million of supply chain
expenditure.

Based on this approach, it is estimated that the indirect GDP contribution of
London Luton Airport in 2013 was £338 million.

Induced impacts result from the spending of workers employed at London Luton
Airport and in the airport’s direct supply chain. Such impacts are mainly felt in
sectors serving households such as hotels, restaurants and shops. The induced

impact is again estimated using the input-output model, which provides ratios to The ‘induced’
estimate the value of wages generated by a given level of economic activity. impact of wage-
From there it is possible to estimate consumer expenditure, and the induced financed spending
contribution to GDP associated with that expenditure. Following this approach, it by those working

is estimated that the total induced contribution to UK GDP of London Luton

at the airport or in
Airport was £506 million in 2013.

its supply chain
Applying productivity estimates to the indirect and induced GDP impacts enables was £506 million in
the estimation of the number of jobs supported in the supply chain and in sectors 2013

where direct and indirect employees spend their wages. This suggests that

London Luton Airport indirectly supported 7,700 jobs in 2013, while the spending

of London Luton Airport workers and those in the supply chain supported a

further 10,000 jobs.

These indirect and induced impacts are estimated to have supported gross
wage payments of £181 million and £203 million, respectively, across the UK.

Finally, the indirect and induced activities generate further rounds of tax revenue
for the UK government. The indirect and induced analysis has estimated
revenues generated in the form of employee and employer social security
contributions, income tax, employee VAT, and corporation tax. In 2013, the tax
contributions from the indirect and induced impacts of London Luton Airport
were £122 million and £169 million, respectively.
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The indirect and induced impacts of London Luton Airport are summarised in
Figure 3.1, below.

Figure 3.1: Indirect and induced impacts of London Luton Airport, 2013
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Box 3.1: Comparing the Oxford Economic approach to multiplier impacts
to that used in the 2012 Halcrow study

The 2012 Halcrow study estimated the multiplier impacts of London Luton
Airport using a single value of 1.33, taken from Department for Business
Innovation and Skills (Oct 2009) ‘Occasional Paper No 1 — Research to
improve the assessment of additionality’. That figure is primarily intended for
use in the assessment physical infrastructure regeneration projects.

In contrast, the input-output modelling approach applied by Oxford Economics
enables economic linkages to be traced between specific sectors of the
economy and provides an analysis of multiplier effects that is tailored to reflect
the specific circumstances of London Luton Airport and its supply chain. This
approach also makes it possible to make a richer set of inferences about how
multiplier impacts from the airport affect surrounding areas and sub-regions.

The Oxford Economics approach is based on the very latest 2010 ONS input-
output tables, published in February 2014 (see Appendix A for more details).
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3.1.2 Approach to estimating sub-regional and local multiplier impacts

The analysis above presented the indirect and induced impacts at the UK level.
An important element of this study, though, is to consider the geographical
distribution of these multiplier effects to understand how London Luton Airport
affects levels of economic activity in surrounding sub-regions and local areas.

Information on the geographical distribution of supply chain expenditure has
been gathered from major firms based at London Luton Airport. In total, this
information covers around eight per cent of London Luton Airport’s estimated
supply chain purchases and for this portion of spending it is possible to develop
a very accurate picture of the distribution of supply chain impacts. Oxford
Economics has estimated the remaining 92 per cent of supply chain spending
using inter-regional input-output models developed by Oxford Economics based
on established academic techniques.12 Further details of this approach are set
out at Appendix A.

In the case of induced effects, no ‘real’ data are available to identify where
London Luton Airport workers actually spend their wages. Nonetheless, it seems
reasonable to assume that most spending is likely to take place close to
workers’ place of residence, and will therefore support GDP and employment in
those areas. This is the starting point for our analysis of induced impacts, but in
cases where this results in an unrealistically large injection to the local economy
(given the economic structure and average spending per head in that local
area), induced impacts are assumed to spill over into neighbouring areas. Again,
further details of the methodology are presented in Appendix A.

2 Flegg A. T. and Webber C. D. (1997) On the appropriate use of location quotients in generating
regional input-output tables: reply, Reg. Studies 31, 795-805.
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3.1.3 Sub-regional multiplier impacts

Across the Three Counties (which comprises Bedfordshire, Buckinghamshire
and Hertfordshire) we estimate that the supply chain and induced wage
spending impacts of London Luton Airport support a £308 million contribution to
GDP and almost 6,000 jobs. Gross wage payments to workers supported by this
indirect and induced activity are estimated to total £125 million, and £64 million
of tax is generated for the UK Exchequer (Figure 3.2).

Figure 3.2: Indirect and induced impacts of London Luton Airport in the
Three Counties sub-region
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It is also possible to view these results for the individual counties within the
Three Counties area, and for the London Thameslink Corridor (Figure 3.3,
below). This reveals that the largest multiplier impacts occur within Bedfordshire,
where the airport supports an indirect GDP contribution of £37 million and an
induced GDP contribution of £138 million. The concentration of multiplier
impacts within Bedfordshire reflects the strength of the airport’s supply chain
linkages with the immediately surrounding area, and the fact that 50 per cent of
direct workers (and therefore much of their spending) reside in Bedfordshire.

In contrast, relatively fewer workers live in the boroughs of the London
Thameslink corridor and so the induced GDP impact of London Luton Airport is
smaller in that sub-region. When supply-chain impacts are also taken into
account, it is estimated that London Luton Airport supports a £20 million
contribution to GDP in the Thameslink Corridor.

Figure 3.3: Indirect and induced GDP impact of London Luton Airport
within surrounding counties and the Thameslink Corridor, 2013
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Using productivity data in conjunction with the GDP estimates above provides an
estimate of the number of jobs supported by the multiplier impacts of London
Luton Airport. This suggests that the indirect and induced impacts of London
Luton Airport support around 3,700 jobs in Bedfordshire, 1,900 in Hertfordshire,
800 in Buckinghamshire, and 300 in the Thameslink Corridor (Figure 3.4).

Figure 3.4: Indirect and induced employment impacts of London Luton
Airport within surrounding counties and the Thameslink Corridor, 2013
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3.1.4 Local multiplier impacts

At a local level, and consistent with the findings above for Bedfordshire, the
greatest multiplier impacts are estimated to occur in the immediate vicinity of the
airport. Our analysis suggests that the indirect and induced impact of London
Luton Airport generated an £108 million contribution to the GDP of Luton
Borough in 2013. This activity supported £44 million in gross wages, 2,300 jobs,
and £35 million in taxes for the UK Exchequer.

Figure 3.5: Indirect and induced impacts of London Luton Airport in Luton
Borough, 2013
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Figure 3.6, below, extends the analysis to other local authority areas considered
in the study. Of particular note is the large induced GDP impact in Central
Bedfordshire, where 16 per cent of London Luton Airport workers are estimated
to reside.

Figure 3.6: Indirect and induced GDP impacts of London Luton Airport by
local authority area, 2013
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As with the sub-regional analysis, productivity data can be used to estimate the
number of jobs supported by the airport’s multiplier impacts in each local
authority area. Once again, the largest impact outside of Luton Borough is
estimated to occur in Central Bedfordshire, where just over 1,000 jobs are
supported.

Figure 3.7: Indirect and induced employment impact of London Luton
Airport by local authority area, 2013

0 200 400 600 800 1,000 1,200

L L L L L s

Central Bedfordshire %
North Hertfordshire =
Milton Keynes UA *
St Albans
Bedford
Dacorum
Aylesbury Vale
East Hertfordshire
Watford
Welwyn Hatfield
Stevenage
Northampton
Wycombe
Hertsmere
Three Rivers
Broxbourne
Camden
South Cambridgeshire
Chiltern
South Northamptonshire
South Buck
Barnet
East Northamptonshire
Islington
Wellingborough
Southwark
Lambeth
City of London
Enfield
Haringey
Harrow
Croydon
Merton
Sutton

Source: Oxford Economics M Indirect M Induced

34



The economic impact of London Luton Airport

November 2015

3.2 Total economic impact

3.2.5 UK total economic impact

Adding the direct economic impact discussed in Section 2 to the multiplier
effects above gives the total economic impact of London Luton Airport. On this
basis the airport’s total contribution to UK GDP is estimated to have been £1.3
billion in 2013. This means that for every £1 London Luton Airport contributes to
GDP itself, it creates another £2 elsewhere in the UK economy. The airport
therefore has a GDP multiplier of 3B

London Luton Airport is estimated to have supported a total of over 27,000 jobs
in 2013, either directly through the airport’'s own activities, through its supply-
chain, or through the induced expenditure of employees. For every direct job the
airport creates another 1.9 are created elsewhere in the UK economy. This
means the airport’s employment multiplier is 2.9.

London Luton Airport is also estimated to support a total of £740 million in gross
wage payments and £648 million tax revenue.

Figure 3.8: Total UK economic impact of London Luton Airport, 2013
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'3 The multiplier is calculated as: (Direct GDP + Indirect GDP + Induced GDP) / Direct GDP
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3.2.6  Sub-regional total economic impact

For the Three Counties sub-region the airport’s activities supported a total GDP
contribution of £732 million, 16,000 jobs, £481 million in gross wages and £301
million in tax revenue (Figure 3.9).

Figure 3.9: Total economic impact of London Luton Airport within the
Three Counties sub-region, 2013
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Within the Three Counties sub-region, by far the greatest impact of the airport
accrues to Bedfordshire. This is because Bedfordshire receives the direct
economic impact of having the airport located within its boundaries, as well as
large multiplier effects from supply chain linkages between the airport and the
immediately surrounding areas. It also benefits from the spending of the large
number of airport workers that live and spend money in the county.

Figure 3.10: Total GDP contribution of London Luton Airport in the
surrounding counties and the Thameslink Corridor, 2013
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Along similar lines, the total employment impact is also concentrated in
Bedfordshire, where London Luton Airport supports a total of over 13,000 jobs,
including the 9,400 jobs at the airport itself, and a further 3,700 jobs as a result
of indirect and induced multiplier effects.

Figure 3.11: Total employment contribution of London Luton Airport in the
surrounding counties and the Thameslink Corridor, 2013
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3.2.7 The total economic impact of London Luton Airport at the local level

In 2013 the airport’s activities supported a £533 million contribution to Luton
Borough GDP, 12,000 local jobs, £401 million in gross wages and £272 million
in tax revenue for the UK Exchequer.

Figure 3.12: Total economic impact of London Luton Airport in Luton
borough, 2013
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The total GDP impact of London Luton Airport across all of the local areas
considered in the study is shown in Figure 3.13, below.
Figure 3.13: Total GDP impact by local authority area
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4 The potential future economic impact of

London Luton Airport under alternative

scenarios

Key points

Direct impacts

Under the baseline scenario, which assumes no significant infrastructure
development, the airport’s direct GDP contribution is projected to increase from
£425 million in 2013 to £554 million in 2030. Productivity growth means that
London Luton Airport is expected to directly employ 178 fewer workers in 2030
than in 2013 in this scenario.

The development scenario assumes that development occurs to permit
passenger numbers to increase to a maximum of 18 million passengers by 2020.
Under this scenario the direct GDP contribution of the airport is projected to reach
£781 million in 2030, which is £228 million higher than in the baseline scenario.
The airport is projected to directly support the creation of a total of more than
3,600 jobs between 2013 and 2030 under this scenario.

Labour availability

Across the UK as a whole, those working in job roles closely associated with
airports tend to be better paid than workers in other occupations that require
similar levels of skills.

The 3,600 jobs that London Luton Airport is expected to create by 2030 under the
development scenario is forecast to include 1,100 posts in the three highest-
skilled occupational groups, which include roles such as aeronautical engineers,
aircraft pilots and flight engineers. Around 2,500 unskilled posts are expected to
be created in roles such as customer advisors, baggage handlers and storage
workers.

Total economic impact

Under the baseline scenario, the total GDP contribution of London Luton Airport,
including multiplier effects is projected to be £1.7 billion in 2030, compared to
£2.3 billion under the development scenario.

The total number of jobs supported by London Luton Airport and its multiplier
effects in the baseline scenario is projected to decrease from 27,200 in 2013 to
26,700 in 2030 due to productivity growth. However, under the development
scenario the total number of jobs supported is expected to grow to 37,700 in
2030.

Within the Three Countries sub-region, the total GDP contribution of London
Luton Airport is estimated to reach £1 billion in 2030 under the baseline scenario,
or £1.4 billion under the development scenario. Under the development scenario
employment increases to 22,600 in 2030, compared to 16,000 in the baseline
scenario.
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4.1 Introduction

This section considers the future economic contribution of London Luton Airport
under two scenarios reflecting alternative levels of infrastructure development
and, therefore, passenger growth. The passenger forecasts associated with
each scenario have been provided by LLAOL and are shown in Figure 4.1. The
two scenarios are described below.

Baseline scenario

There are no significant infrastructure developments. Passenger numbers
continue to grow to 12.6 million passengers per annum (mppa) by 2017, at
which point the airport will be operating at full capacity and cannot accommodate
any further passenger growth. The airport will maintain 12.6 mmpa until 2030.

Development scenario

This scenario assumes that infrastructure developments outlined in London
Luton Airport’s 2012 Master Plan are implemented. The key components of the
Master Plan proposals include:

B Dualling of the road from the Holiday Inn roundabout to the Central Terminal
Area

B Improvements to the public transport area adjacent to the terminal

B Improvements to the terminal building involving internal reorganisation and
minor extensions and building works

B Construction of a new pier
B Provision of a new taxiway parallel to Taxiway Delta

B Taxiway extensions and rationalisation of aircraft parking areas with new
stands replacing and improving existing stands

B Construction of a multi-storey car park on part of the existing short-term car
park (STCP), to provide additional parking capacity if passenger demand
arises in the future.**

These improvements allow the airport to grow to 17.8 mppa by 2020, at which
point it will have reached its new level of capacity.

14 The master plan can be located here: http://www.london-luton.co.uk/en/content/8/1171/revised-
masterplan.html
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Projected passenger numbers under each scenario are shown in Figure 4.1,
below.

Figure 4.1: Passenger forecasts under the two scenarios
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4.2 The direct impact of London Luton Airport under alternative
scenarios

The analysis assumes that the nominal GDP supported by the airport increases
in line with passenger numbers and the consumer price index. So in real terms,
the GDP growth rate of the airport reflects the growth rate of airport passengers.

Figure 4.2, below, compares the real (2013 prices) direct GDP contribution of
London Luton Airport to 2030 under the two scenarios. Under the baseline
scenario, the airport’s direct GDP contribution increases from £425 million in
2013 to £554 million by 2030 - an increase of £129 million over the forecast
period. Under the development scenario (18 mppa), stronger passenger growth
means that the GDP contribution of the airport reaches £781 million in 2030.
This is £228 million higher than under the baseline scenario.

Figure 4.2: Forecast direct Gross Value Added contribution to GDP of
London Luton Airport, 2013 to 2030
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As passenger numbers and the airport’'s GDP contribution increase, employment
levels will also increase. Our analysis assumes that productivity in the aviation
industry increases in future years so that, over time, the number of jobs created
per additional mppa declines.

Under the baseline scenario, our calculations suggest that London Luton Airport
will need 178 fewer jobs in 2030 than in 2013 due to improvements in labour
productivity. In contrast, under the development scenario, London Luton Airport
is projected to support the creation of more than 3,600 jobs between 2013 and
2030 since the airport’s need for additional workers to service passenger growth
far outweighs the impact of productivity growth.

Figure 4.3: Forecast direct employment at London Luton Airport, 2013 to
2030
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Box 4.1: Comparing the Oxford Economics employment forecast with
the Halcrow study

Our analysis suggests that London Luton Airport could directly create 3,600
jobs between 2013 and 2030 under the development scenario. This result is
lower than Halcrow finding that employment could increase by 5,100 between
2011 and 2028 under the development scenario.

The two results relate to slightly different time periods. Moreover, the Halcrow
estimate relates to full time equivalent posts, whereas the Oxford Economics
figure relates to total jobs (full time plus part time).

However, the main reason for the difference is a different assumption
concerning future productivity growth. The Halcrow study assumes that
productivity remains fixed once airport capacity has been reached, and notes
that this is a “conservative estimation as in practice some degree of
productivity gains in airport employment is likely to continue despite traffic level
reaching capacity”. In contrast, Oxford Economics assume that productivity in
the aviation sector continues to increase in future years so that the number of
jobs created per additional mppa declines.

While the Halcrow approach is conservative in terms of productivity, the
Oxford Economics approach produces a more conservative estimate of
employment growth (since stronger productivity growth means that fewer
workers would be needed to deliver a given level of GDP growth).

The forecasts in this section relate to London Luton Airport and are therefore
conceptually different to the forecasts of Luton Borough included in the East of
England Forecasting Model used by SEMLEP and other stakeholders.™
Nonetheless, comparing the projections for London Luton Airport with Oxford
Economics’ very latest Luton Borough projections16 provides an indication of the
extent to which the airport’s share of the local economy might change under
each scenario. The results from this exercise are shown in Table 4.1, below.

Table 4.1: The importance of London Luton Airport to the Luton Borough
economy under alternative scenarios

London Luton Airport as % of Luton borough

Scenarios
GDP Employment
Baseline 8% 9%
Development scenario 11% 12%

1515 http://www.cambridgeshireinsight.org.uk/EEFM

1 s .

® The very latest Local Model forecasts were used in this analysis instead of the forecasts from
East of England Forecasting Model. The Local Model forecasts are effectively an updated version of
the numbers in the East of England Forecasting Model, and incorporate the latest National Accounts
data.
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4.3 The total economic impact of London Luton Airport under
alternative scenarios

This section presents estimates of the total economic impact, including multiplier
effects, of London Luton Airport under the alternative scenarios.

4.3.1 The total UK economic impact

Under the baseline scenario, the total GDP contribution of London Luton Airport
to the UK economy is estimated to reach £1.7 billion in 2030. This increases to
£2.3 billion under the development scenario. In other words, the total GDP
contribution of London Luton Airport could be 41 per cent greater if capacity is
increased.

Figure 4.4: Forecast total GDP contribution of London Luton Airport to the
UK economy, 2013 to 2030
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In the baseline scenario, the total number of UK jobs supported by London Luton
Airport is projected to decrease from 27,200 in 2013 to 26,700 in 2030 due to
productivity improvements across the economy. However, under the
development scenario, the total number of jobs supported by London Luton
Airport is projected to grow to 37,700 in 2030.

Figure 4.5: Forecast total UK employment contribution of London Luton
Airport, 2013 to 2030
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4.3.2 Sub-regional total economic impact

Under the baseline scenario, the total GDP contribution of London Luton Airport
to the Three Counties sub-regional economy is estimated to reach £1 billion in
2030. This increases to £1.4 billion under the development scenario.

Figure 4.6: Forecast total GDP contribution of London Luton Airport to the
Three Counties sub-regional economy, 2013 to 2030
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In contrast to the UK results, at the Three Counties level the total employment
contribution of London Luton Airport is projected to increase very slightly from
15,900 in 2013 to 16,000 in 2030 in the baseline scenario. This reflects an
increase in the induced contribution over this period as developments in the sub-
regional economy lead to less ‘leakage’ of the wage spending impact to other
parts of the UK. Under the development scenario employment is projected to
increase much more markedly to 23,000 in 2030.

Figure 4.7: Forecast total Three Counties sub-regional employment
contribution of London Luton Airport, 2013 to 2030
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4.4 Occupational analysis

4.4.1 Introduction to occupational analysis

The analysis above identified the number of workers the airport is likely to need
under the baseline and development scenarios. This final sub-section considers
the types of workers employed at the airport, and how these needs may change
as the airport grows.

It is important to note at the outset that very little detail is available on the
occupations and skills levels of workers employed at London Luton Airport. It is
therefore necessary to use information from a number of official datasets to
make inferences about the likely characteristics of the airport’s workers. The
analysis is split into two parts. The first part considers typical occupations of
workers employed in airport-related sectors, and the wages of those workers.
The second part of the analysis provides an indicative occupational breakdown
for workers at London Luton Airport, and suggests how the numbers of workers
in each occupational group may change as the airport expands.

4.4.2 Typical occupations of airport workers in the UK

Using data from the 2011 Census, it is possible to identify the occupations of
workers employed in certain sectors that are closely related to economic activity
at airports. This is possible for two sectors: air transport and aerospace
manufacturing, which together account for 76 per cent of jobs at London Luton
Airport. For other sectors with a concentration of jobs at London Luton Airport,
such as retail and hospitality published data do not permit aviation-related
activity to be distinguished from broader, economy-wide trends. As such, these
activities are not considered here.
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Air transport (SIC category 51)

Across the UK as a whole, the 2011 Census suggests that 82,000 people are
employed in the air transport sector. The same dataset provides information on
the occupations of those employed in the air transport sector, denoted by the
ONS Standard Occupational Classification. Figure 4.8 summarises the
concentration of workers in each broad occupational group in the air transport
sector compared to that for the economy as a whole (a value of 1 in the diagram
indicates that the concentration of workers in a particular occupational group is
in line with the average for all sectors:).l7 This reveals that air transport has
above-average shares of workers in higher-skill professional and technical roles
and lower-skill roles in caring and leisure service occupations.

Figure 4.8: Occupational quotient of workers in the air transport sector
relative to the economy as a whole
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1 Location Quotient = (Specific Occupation Employment Air Transport Sector)/(All Occupation
Employment Air Transport Sector)/ (Specific Occupation Employment All Sectors/ All Occupation
Employment All Sectors)/

52



The economic impact of London Luton Airport

November 2015

Given the study’s interest in understanding the economic impact of London
Luton Airport, it is useful to consider the wage levels of workers in air transport-
related occupations. To do this we focus on nine detailed occupations which
together account for 70 per cent of all UK workers in the air transport sector.
These are shown in Table 4.2, ranked from highest skilled to lowest skilled.

Table 4.2: Most common occupations for workers in the air transport

sector'®
Occupation Corresponding  Number
Job roles included in occupation major of
occupational workers
(SOC code group in 2011
shown in
brackets)
Aircraft pilots and Airline pilot, first officer (airlines), flight Arscffggggenal -
flight engineers engineer, flying instructor and helicopter p 2
: technical 11,000
(3512) pilot h ’
occupations
Managers and Managers
directors in . ’
transport and Fleet manager and transport manager ggﬁicot?:)sﬁ s:ri‘:ls 3,000
distribution (1161)
Aircraft Aeronautical engineer, aircraft electrician
maintenance and aircraft engineer, aircraft fitter, aircraft Skilled trades
related trades mechanic and maintenance engineer occupations 3,000
(5235) (aircraft).
Air travel Air hostess, cabin crew, customer service gﬁélg%ﬁéflsure
: agent (travel), flight attendant and h
assistants (6214) passenger service agent service 30,000
occupations
Air transport Aircraft dispatcher, baggage handler, Process, plant
operatives (8233) cargo handler (airport), ramp agent and and machine 4,000
refueller (airport) operatives
-cli—ir;?if)z?i:)tnagli ks Export clerk, logistics controller, shipping Administrative
. clerk, transport administrator, transport and secretarial
and assistants : . 2,000
clerk and transport coordinator. occupations
(4134)
Customer service Customer adviser, customer service Sales and
occuUDations n.e.c administrator, customer service adviser, customer
(7218) o customer service assistant and customer service 2,000
’ services representative. occupations
eoac?rfi:listrative Administrative assistant, clerical assistant, ~ Administrative
. clerical officer, clerk and office and secretarial
occupations n.e.c. administrator occupations 1,000
(4159) : P
5 BN Labourer (haulage contractor), warehouse
storage - Elementary
. assistant, warehouse operator, warehouse .
occupations . occupations 1,000
(9260) supervisor and warehouseman

Source: 2011 Census

'8 Job role descriptions included in the box above are based on ONS Standard Occupational
Classification (SOC) Hierarchy, which can be found at the following link:
http://www.neighbourhood.statistics.gov.uk/HTMLDocs/dev3/ONS SOC hierarchy view.html
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The ONS Annual Survey of Hours and Earnings provides information on
average wages in each of these occupations.™ Figure 4.9 below compares
these wage levels to those in the respective broader occupational group
comprising all workers in roles that require similar levels of skills.

Figure 4.9: Gross median annual wage for full-time workers in air
transport-related occupations and the corresponding 1-digit SOC major
group, 2013
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Taking a weighted average of the data above suggests that the average wage in
the main air transport occupations in 2013 was just under £33,000. This
compares to an average of £18,500 for workers in the broader groups that fulfil
roles at similar skills levels.?

If we exclude wages for aircraft pilots and flight engineers from the analysis, the
average wage for air transport occupations reduces to £18,000 and the average
wage for workers in the broader groups reduces to £13,000.

From this we can conclude that workers in occupations closely associated with
the air transport sector are substantially better paid than those in other roles that
require similar skills levels.

Aerospace manufacturing (SIC category 30.3)

It is estimated that 15 per cent of employees at London Luton Airport are
employed in the manufacturing sector, and it seems reasonable to assume that
most manufacturing activity at the airport relates to aerospace. It is therefore

® The ASHE data relate to those working in these occupations across the economy as a whole, and
not in the air transport sector specifically. Nonetheless, given that many of the roles identified are
closely linked to air transport we believe this limitation in the data should not result in a significant
bias in the results.

2 eights for both averages were based on the number of air transport workers in each group.
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informative to consider the occupational breakdown and wage levels of workers
in the aerospace manufacturing sector.

The 2011 Census suggests that 100,000 people are employed in aerospace
manufacturing across the UK as a whole. Following the same approach as
above, the concentration of workers in the sector within each broad occupational
group is shown in Figure 4.10, below. This suggests that air manufacturing has
above-average shares of workers in higher-skill professional roles, medium-skill
skilled trade roles and lower-skill roles in process, plant and machine operations.

Figure 4.10: Occupational profile of workers in the aerospace
manufacturing sector compared to the economy as a whole
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Workers in aerospace manufacturing are distributed across a larger number of
occupational groups than those in the air transport sector. The Census data
suggest that it is necessary to look at 28 occupations to obtain coverage of 70
per cent of workers in the sector. As above, these are shown in Table 4.3, again
ranked from highest skilled to lowest skilled.
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Table 4.3: Most common occupations for workers in the aerospace

manufacturing sector®*

Occupation Corresponding major \T/l;rr?(g?; ?rf

occupational group 2011
(SOC code shown in brackets)
Mechanical engineers (2122) Professional occupations 7,000
Engineering professionals n.e.c. (2129) Professional occupations 4,000
Design and development engineers (2126) Professional occupations 3,000
Quality control and planning engineers
(2461) Professional occupations 2,000
IT b_usmess analysts, architects and systems Professional occupations 2.000
designers (2135)
Programmers and software development
professionals (2136) Professional occupations 1,000
Electronics engineers (2124) Professional occupations 1,000
Production and process engineers (2127) Professional occupations 1,000
Chartered and certified accountants (2421) Professional occupations 900

Associate professional and
Engineering technicians (3113) technical occupations 3,000
Production managers and directors in Managers, directors and 5000
manufacturing (1121) senior officials '

Managers, directors and
Purchasing managers and directors (1133) senior officials 900
Sales accounts and business development Associate professional and

: . 1,000

managers (3545) technical occupations

Associate professional and
Buyers and procurement officers (3541) technical occupations 1,000
/(ASIrzcefg;‘t AR 1 R RS Skilled trades occupations 10,000
Metal working production and maintenance
fitters (5223) Skilled trades occupations 4,000
(I\g(;tzall)machmmg setters and setter-operators Skilled trades occupations 3,000
Skilled metal, electrical and electronic trades
supervisors (5250) Skilled trades occupations 2,000
Sheet metal workers (5213) Skilled trades occupations 1,000
Electricians and electrical fitters (5241) Skilled trades occupations 900
Metal working machine operatives (8125) PUBEESS, (Bl 2R AR 6,000

operatives

Process, plant and machine
Routine inspectors and testers (8133) operatives 3,000
Assemblers (vehicles and metal goods) Process, plant and machine

; 1,000

(8132) operatives
Other administrative occupations n.e.c. Administrative and secretarial
(4159) occupations 1,000
Personal assistants and other secretaries Administrative and secretarial 900
(4215) occupations

Administrative and secretarial
Stock control clerks and assistants (4133) occupations 900
Elementary storage occupations (9260) Elementary occupations 1,000
Elementary process plant occupations n.e.c. Elementary occupations 1,000

(9139)

Source: 2011 Census

21 ) . )
Most common occupations equates to the occupations that comprise 70 per cent of the total

workforce.
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Figure 4.11 below compares wage levels for the occupations shown above to
those in the corresponding broader occupational group.

Figure 4.11: Gross median annual wage for full-time workers in aerospace
manufacturing-related occupations and the corresponding 1-digit SOC
major group, 2013

Purchasing managers and directors

IT business analysts, architects and systems designers
Production managers and directors in manufacturing
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Skilled metal, electrical and electronic trades supervisors
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Assemblers (vehicles and metal goods)

Metal working production and maintenance fitters
Metal machining setters and setter-operators
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Other administrative occupations n.e.c.
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Taking a weighted average of the data above suggests that the average wage in
the aerospace manufacturing-related occupations in 2013 was just under
£32,000. This compares to an average of £27,000 for workers in the broader
groups comprising occupations with similar skills requirements.

Once again, this suggests that workers in occupations closely associated with
the aerospace manufacturing sector are substantially better paid than those in
other roles that require similar skills levels.

4.4.3 Indicative occupational breakdown of workers at London Luton Airport

By combining data on the sectoral structure of employment at London Luton
Airport with data from the 2011 Census on the occupations of workers in the
Luton 014 ‘Mid Layer Super Output Area’ (which incorporates the airport site) it
is possible to estimate the occupational structure of employment at London
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Luton Airport.” Table 4.4 shows the estimated number of workers in each
occupational group in 2013, and the projected number in 2030 under each
scenario. The 2030 projections assumes that the occupational structure of
employment at the airport remains unchanged as the airport expands. A more

detailed breakdown of current occupations is set out at Annex D.

Table 4.4: Current and future employment by occupation at London Luton

Airport
Examples of Estimated employment
. job roles
Occupation . )
group included in 2030 2030
occupation 2013 (Baseline (Development
group scenario) scenario)
Managers and
1 Managers, directors in
directors and transport, 680 667 942
senior officials | distribution and
production
Mechanical
5 engineer and
gC'ZLOfgzz'r?S”a' design and 701 688 971
P development
engineers
Srﬁf es sos?:)arle Aircraft pilots
P ! and flight 1,595 1,565 2,208
and technical .
) engineers
occupations
4 Transport and
Administrative | distribution
and secretarial | clerks and ety e e
occupations assistants
Aircraft
maintenance,
5 Skilled metal machining
trades setters and 873 857 1,209
occupations setter-operators
and hospitality
workers
I?aics:l?:?g’n d Air travel
other service assistants and 2,116 2,076 2,930
occupations travel agents
7 Sales and Customer
customer service 875 859 1,212
service )
) occupations
occupations
8 Process, Routlne
lant and inspectors and
P . testers and 850 834 1,177
machine ;
; machine
operatives )
operatives
Air transport
9 Elementary | o atives and 861 845 1,192
occupations
storage workers

Source: Oxford Economics

= Middle Layer Super Output Areas are a geography for the collection and publication of small area
statistics. They have a minimum size of 5,000 residents and 2,000 households with an average

population size of 7,500. They fit within local authority boundaries. This definition was sourced from
the ONS Neighbourhood Statistics:

http://neighbourhood.statistics.gov.uk/HTMLDocs/nessgeography/superoutputareasexplained/output-

areas-explained.htm
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Comparing the projected number of workers under each scenario in 2030 to the
current situation indicates the number of workers the airport could need to recruit
in each occupational group over the next 15 years.

It is also informative to consider the future supply of labour in Luton Borough, to
understand the extent to which workers in the immediate vicinity of the airport
might be available to take up the jobs that would be created were the airport to
expand. Oxford Economics’ regional model estimates that 2,000 people of
working age will be unemployed and looking for work in Luton Borough in 2030.
The occupational split of these workers has been estimated using data for the
current occupational structure of the Luton Borough population. This has been
adjusted using national-level data to take into account that occupational
structure of the unemployed is likely to vary to that for those in employment.
Further details of the estimation methodology are presented in Annex D. As with
the projections of the airport’s recruitment needs, it is assumed that the
occupational structure of the unemployed in 2030 is unchanged from today.

59



The economic impact of London Luton Airport

November 2015

Table 4.5: London Luton Airport recruitment needs by scenario
potential supply of workers in Luton Borough

and

Estimated
Examples of job Additional workers needed by 2030 numb(ler Ofd
Occupation roles included in uvcgrr]llzrosyii
group gfglljjgatlon Luton
Baseline Development Bozrgggh,
scenario scenario
Managers and
1 Managers, directors in
directors and transport, -13 262 56
senior officials | distribution and
production
Mechanical
. engineer and
2 Professional | o Gion and 13 270 123
occupations
development
engineers
3 Associate
professional Aircraft pilots and B
and technical flight engineers 30 614 137
occupations
4
- . Transport and
Admlnlstratlv_e distribution clerks -17 341 193
and secretarial A
h and assistants
occupations
Aircraft
. maintenance
5 Skilled e
trades metal machining 16 336 200
. setters and setter-
occupations
operators and
hospitality workers
I?ei(s: Srrg]gh d Air travel
other service assistants and -40 814 183
. travel agents
occupations
7 Sales and
customer Customer service 16 337 263
service occupations
occupations
8 Process, Routine inspectors
plant and and testers and 16 327 241
machine machine
operatives operatives
Air transport
9 Eleme_ntary operatives and -16 331 686
occupations
storage workers

Source: Oxford Economics

This analysis suggests that under the development scenario, London Luton
Airport could need 1,145 workers in the three highest-skilled occupational
groups, which include roles such as aeronautical engineers, aircraft pilots and
flight engineers. At the bottom of the table, 2,487 additional workers will be
needed for unskilled roles such as customer advisors, baggage handler and
storage workers.

Comparing these skills needs to the potential supply of unemployed workers in

Luton Borough suggests that workers may be available in the immediate vicinity

of the airport to fill the lowest skilled roles. For the remaining roles, the pool of
unemployed could potentially support 48 per cent of the Airport’'s worker
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requirements under the development scenario. The airport will need to look
further afield to fill the remaining roles.

The analysis above is a purely numerical exercise. In reality, airport employers
are unlikely to prioritise Luton residents when seeking to fill new positions. They
will select the strongest candidates irrespective of where they reside.
Nonetheless, it does illustrate the extent to which the airport’s future demand for
labour could, at least in theory, be met by workers from Luton Borough.
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5 Catalytic Impacts

Key points

The catalytic impact of London Luton Airport can be thought of as the
benefits the airport offers to those who use its services. Two types of
catalytic impact for passengers are explored.

Value to passengers

Luton is the closest airport for around 43 per cent, or 4.5 million, of the
passengers who used it in 2014. For these passengers, flying from an

alternative airport would add between 20 and 68 minutes in travel time,
and associated travel costs, for each leg of their journey.

Luton also offers among the cheapest available fares for the destinations
it serves, with 75 percent of comparable fares cheaper than average
among the seven major airports considered.

Taking account of the value of passengers’ time, the surface transport
costs they face, and the competitive fares on offer it is estimated that
London Luton Airport provided additional value for passengers
approximately £120 million in 2014 alone. Last year 900,000 Luton
passengers would not have flown from an alternative airport had Luton
not been available.

London area airport capacity

London Luton Airport, particularly after it expands capacity to
accommodate 18 million passengers per annum, will play an increasingly
important role in providing much needed capacity to the London airports
system over the next 10 to 15 years.

In 2011 Luton accounted for 7 per cent of passengers at London airports,
but based on official Department for Transport forecasts it is expected to
contribute 17 per cent of London passenger growth between 2011 and
2030.
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5.1 Introduction

Over and above the direct, indirect and induced impacts reported in the sections
above, London Luton Airport generates a number of wider ‘catalytic’ benefits.
These can be thought of as the benefits the airport offers to those who use its
services. The analysis in this section assesses the value of the airport’s location
and low cost flight options to passengers, before going on to consider the
airport’s role in complementing London’s hub airports, Gatwick and Heathrow,
and contributing transport capacity to the wider London airport system.

That is not to say that these are the only wider benefits generated by London
Luton Airport. In particular, it contributes to the overall attractiveness of the
surrounding region as a location for businesses to locate and invest. This is not
formally analysed in this chapter of the report, but previous research has shown
that the availability of international transport is one of the most important factors
that firms consider when deciding where to locate.”

5.2 Quantifying the value of London Luton Airport to passengers

5.2.1 Travel cost savings

This part of the analysis provides an indicative quantification of the travel time
and direct cost savings that passengers enjoy as a result of living close to
London Luton Airport.

The analysis is based on 2013 Civil Aviation Authority data provided by LLAOL,
with results scaled up to 2014 passenger totals. These data indicate the origin of
Luton’s UK passengers on the UK side of their journey by local authority. To
estimate the potential travel time savings, it was necessary to assign each
passenger to a more precise location within each local authority. As such,
passengers were assigned to wards within each local authority based on the
distribution of the population within that local authority. A second round of
estimation was used to assign passengers to a specific postcode area within
each ward, based on the main population centre within the ward.

The postcode level data were then used in conjunction with software developed
by Oxford Economics to estimate travel times using Google maps. This enabled
the estimation of each passenger’s travel time to London Luton Airport, under
the simplifying assumption that all passengers travel to the airport by car. The
exercise was then repeated to estimate the travel time to each alternative
international airport that a Luton passenger could have chosen.

% For example, the Cushman and Wakefield European Cities Monitor 2011
(http://www.cushmanwakefield.com/~/media/reports/uk/Brochures/European%20Cities%20Monitor%
200ctober%202011.pdf) finds that the most important factors a company considers when deciding
where to locate their business are easy access to markets and customers, followed by the availability
of qualified staff, and telecommunications. Transport links with other cities and internationally was
found to be the fourth most important factor, with 42 per cent of companies suggesting these were
an absolutely essential consideration when deciding where to locate their business.
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The analysis showed that for 43 per cent of Luton passengers — around 4.5
million passengers in 2014 - the airport was the closest option to their ultimate
UK origin or destination. The majority of these passengers came from 13 local
authorities: Aylesbury Vale, Bedford, Central Bedfordshire, Dacorum, East
Northamptonshire, Hertsmere, Luton, Milton Keynes, North Hertfordshire, South
Northamptonshire, St Albans, Three Rivers and Welwyn Hatfield. On average it
took passengers 30 minutes to get to London Luton Airport from these locations,
assuming no traffic delays.

The next stage of analysis considers how much longer would be involved in
travelling to an alternative airport if London Luton Airport did not exist. Around 94
per cent of Luton’s UK passengers come from the South East, Eastern, East
Midlands, West Midlands and London regions. Comparator airports that offer
similar flights to Luton were identified from within these regions. The comparator
airports selected were: Heathrow, Gatwick, Stansted, Birmingham, East
Midlands and London City.

In a best-case scenario, a passenger unable to travel from Luton could take a
similar flight from the next closest airport to their place of residence. If this were
the case for all passengers whose origin was in the local authority areas
identified above, the average travel time to the airport would increase by 20
minutes, absent any delays. This extra travel time would be associated with
higher immediate transport costs as well as time costs for millions of passengers
each year in Luton’s absence.

In reality, equivalent flights may not be available at the second closest airport
and a passenger unable to use Luton may have to travel considerably further to
take a flight from an alternative airport. In 2014 the closest alternative
international airport, Heathrow, only served 57 per cent of seat-weighted
destinations reachable from London Luton Airport.24 In the extreme case, all
passengers whose UK origin or destination was in the local authority areas
identified above might have to travel to the furthest comparator airport. In many
cases this would be Gatwick, which serves some 80 per cent of the seat-
weighted destinations served by Luton, but which is also the furthest alternative
airport for many Luton passengers. Where passengers might have to travel to
their furthest alternative airport, the journey would take an average of 68 minutes
longer. Again, traffic delays could add to that journey time significantly
depending on the timing of the flight, making this a conservative estimate.

The analysis above therefore provides a range from 20 to 68 minutes for the
additional travel time that would be required if those Luton passengers for whom
the airport is closest were to have to use another airport. For people making a
return journey these time and associated travel costs would, of course, be
double.

24 _ . . .
Estimated using SRS Analyser data on flight schedules from Luton and the other comparator
airports. This figure assumes that there are no capacity constraints that might prevent passengers

from flying from one of these alternative airports.
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Table 6.1 provides details for each local authority for which Luton is the closest
airport. It also compares the distance between the second closest and farthest
away airports to give the range of possible increases in journey times.

Table 5.1: Time saving by origin, minutes

Averag Averag

e time e time

from from Average

London Second second Time time from Time

Luton closest closest saved - Farthest away farthest saved -

Airport airport airport low airport airport high
Central
Bedfordshire 30 Heathrow 59 29 Gatwick 96 65
Luton 22 Heathrow 45 23 East Midlands 88 66
St Albans 20 Heathrow 39 19 East Midlands 98 79
Milton Keynes 36 Heathrow 65 30 Gatwick 101 65
North Hertfordshire 25 Stansted 45 19 East Midlands 99 73
Bedford 44 Stansted 67 22 Gatwick 101 57
Dacorum 29 Heathrow 35 6 East Midlands 99 70
Aylesbury Vale 46 Heathrow 55 9 East Midlands 96 50
Welwyn Hatfield 27 Stansted 43 17 East Midlands 108 82
Hertsmere 27 Heathrow 39 12 East Midlands 106 78
Three Rivers 27 Heathrow 30 3 East Midlands 105 79
South
Northamptonshire 49 Birmingham 53 3 Gatwick 106 57
East
Northamptonshire 63 Birmingham 70 7 Gatwick 129 66

5.2.2 Low-cost air travel

Luton’s proximity for millions of people is not the only source of its value relative
to alternative airports. This section assesses the extent to which passengers
may enjoy lower fares for flights from Luton compared to other airports. The
comparator airports are the same as those used in the previous section.

Comparing flight costs is a complex exercise, not least due to the yield
management techniques employed by airlines. Prices for apparently similar
flights can vary substantially for a wide range of reasons, such as time of day,
date, and the number of passengers searching for or reserving seats on a
particular flight. To compare flight costs between airports we undertook a
structured search to identify flights that are as similar as possible to those
offered by Luton. To be regarded as ‘similar’ for the purposes of this exercise,
we selected flights that were identical in terms of the following criteria:

B Time of day: morning before 12:00, afternoon between 12:00 and 17:59, or
evening from 18:00

B Departure date: three dates were chosen for the sample - 09/03/2015 (one
week from the time of the analysis); 05/06/2015 (3 months away); and
08/08/2015 (a summer holiday travel day)

B Destination airport.

For each flight in the sample we compared the price of flying from Luton to the
price of flying from all other airports offering the same flight. Flights were only
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included if a minimum of three comparator airports offer a similar flight. Prices
were obtained from the price comparison website www.skycanner.net.

Table 6.2 below presents a summary of the results. In total, a sample of 44
flights were compared. For 33 flights, London Luton Airport offered a below
average price when compared to the other airports. For 21 of the flights Luton
was one of the two cheapest providers and for nine flights Luton was the
cheapest provider. This demonstrates the degree to which a further benefit for
many Luton passengers is the low airfares on offer.

Table 5.2: Summary of airport price comparison

Luton is

. below Luton is . .
Luton is Luton is Luton is
average and absolute Total

above most
average expensive

below
average

one of two cheapestin examined
cheapest sample

providers

33 21 9 11 5 44

5.2.3 Valuing the benefits to passengers

The main value from an airport accrues to airline passengers. To make a
journey, those using the airport self-evidently value making their trip at least as
highly as the cost of their surface transport and airfare, and the time taken to
reach their destinations. In most cases, of course, people would still make the
trip if those costs were higher. Economists call the value received, over and
above the costs associated with travel, the ‘consumer surplus’.25 Consumer
surplus represents the maximum cost people would be willing to pay to make
their journey less the actual cost they face.

» Source: IATA. OXFORD ECONOMICS, Economic Benefits from Air Transport in Mexico, 2007
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The analysis in the previous two sub-sections suggests that, for millions of
people each year, the value of consumer surplus that accrues to Luton
passengers may be greater than if they instead had to use another airport, due
to Luton’s low fares and proximity to the origin or destination of many
passengers. As Luton offers a cheaper option for millions of passengers, this
boosts the number of people prepared to travel and benefits those who would
have travelled anyway (see Figure 5.1)

Figure 5.1: Quantifying the extra value Luton provides for passengers
Cost of trip

Passenger
demand

LT BT T T A Ty [ . N ——

Luton airport makes
trips available at
lower cost

Luton’s extra value
to passengers

Cost with Luton pf------=====ccmmmmmmmmmmmmm -

o e

—— Number of

Increase in number trips made
of trips due to Luton

To explore this further, this sub-section builds on the analysis above to estimate
how the value of consumer surplus enjoyed by Luton passengers might change
if they instead had to use the next cheapest airport.

This analysis relies on another technical concept — the generalised cost of travel
(GCT), which represents the overall cost of making a journey in terms of travel
time and money. Direct travel costs take account of things like airfares and the
full economic cost of private road transport. Time spent travelling is converted
into monetary values based on accepted techniques for valuing people’s time
based on characteristics such as whether or not they are a business traveller.

For this study a GCT value is calculated for Luton passengers based on their
origin and likely airfare. Equivalent values are then computed for those
passengers in the hypothetical scenario where these Luton passengers instead
use their next cheapest airport (a full description of the methodology is included
at Annex F). %’

2 . ) . . .

6 Only those passengers for whom Luton is the closest airport were included in the analysis. The
remaining passengers were excluded on the basis that they are using London Luton Airport for
reason that does not relate to total cost.
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The analysis suggests that the average GCT for Luton is £174 per single
journey, compared to £194 at the next cheapest airport (the second cheapest
airport is specific to each passenger). On this basis we estimate that, on
average, a typical passenger of the 6.3 million in 2014 for whom Luton was the
cheapest airport enjoyed a consumer surplus that was £19 greater than if Luton
did not exist. For someone making a return journey the benefit would amount to
some £37.

The benefits for passengers also extend to people who otherwise might not have
travelled at all. For many passengers, the overall costs of the Luton option are
sufficiently low to encourage them to make a trip which they otherwise would not
have taken. To account for this effect, we draw on available evidence about how
passengers respond which the cost of travel changes, to measure the
responsiveness of the demand for flights to changes in the GTC. We assume an
elasticity of -1.27, which means that a 1 per cent fall in the overall (time and fare)
cost of travel causes a 1.27 per cent rise in passenger numbers.? On these
assumptions we can estimate that 900,000 passengers for whom Luton was the
closest airport would not have travelled in 2014 had Luton not existed. Adding
these benefits, we estimate that the total consumer surplus, or additional benefit
to passengers for whom Luton is the closest airport amounted to approximately
£120 million in 2014 alone.?

27 In order to be conservative, only those passengers for whom Luton is the closest airport are
considered in this analysis. While those coming from further afield presumably choose Luton for a
good reason, it is harder to quantify the scale of their consumer surplus, hence we conservatively
assume that these people are indifferent between travelling from Luton or another airport.

% The elasticity of -1.27 is for the generalised cost elasticity for intra-European flights of 500-1000
miles. Source: ‘Fleet Level Assessments & System-Wide Environmental Impacts’ presentation by the
University of Cambridge, UCL, City University London and University of Toronto: http://old-
www.arct.cam.ac.uk/Documents/AEvans_Lecture UTIAS March13.pdf

# |n practice, this estimate is likely to be conservative both because it ignores the possibility that
road traffic congestion may add to journey times, and because it conservatively assumes the
benefits of London Luton Airport to passengers for whom it is not the closest are zero.
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5.3 London area airport capacity

Major airports around London are approaching capacity. If no action is taken to
develop new infrastructure there is a risk that airport bottlenecks will constrain
the UK’s ability to handle increasing numbers of business passengers and
tourists, and ultimately harm economic growth prospects.

To address this, the Airports Commission, chaired by Howard Davies, was set
up in 2012 to examine options to develop the UK'’s aviation infrastructure, so that
it maintains its status as Europe’s key aviation hub. In December 2013 the
Commission published a report outlining three shortlisted options to increase the
UK’s aviation capacity in the long-term. Each of these options would provide at
least one net additional runway at Gatwick or Heathrow by 2030. Following a
period of consultation, the Airports Commission is set to announce its
recommended option in the summer of 2015.

Given the stated aim of developing the chosen option by 2030, it is important to
consider how the UK’s airport capacity needs will be met in the interim. To
explore Luton’s role in this, we examine the 2013 Department for Transport
passenger forecasts.*® These come in two variants:

i. Unconstrained forecasts, which provide estimates of the extent of
passenger growth in the absence of airport capacity constraints

ii. Constrained forecasts which factor in the impact of airport capacity
constraints.

While the constrained forecasts assume that no new runways are built in the UK,
they do allow for smaller-scale infrastructure enhancements. Of particular
relevance to this study, it is assumed that “Luton adds 35% to its runway
capacity and 70% to its terminal capacity. 1 This is broadly consistent with the
development scenario in our study.

%0 https://www.gov.uk/government/publications/uk-aviation-forecasts-2013

* https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/223839/aviation-
forecasts.pdf
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Figure 5.2 shows that there were 134 million terminal passengers at London
airports in 2011. Under the DfT’s unconstrained forecast this would increase to
198 million by 2030. However, once airport capacity constraints are considered,
this falls to 185 million 2030 as passengers either switch to airports away from
London, or choose not to travel.

Figure 5.2: Constrained and unconstrained passenger forecasts for
London airports

Million passengers per annum
250

200

150

100

50

2011 2030 unconstrained 2030 constrained

M Heathrow M Gatwick W Stansted M Luton i London City M Southend
Source: DfT

Closer examination of the data for individual airports highlights the important role
to be played by smaller airports in supporting passenger growth to 2030. In the
unconstrained forecast, passenger numbers at Heathrow are forecast to
increase from 69 million in 2011 to 109 million in 2030. However, Heathrow is
nearing its operational capacity and the constrained forecast suggests it will only
be able to accommodate 82 million passengers in 2030. As a result, passengers
are displaced to other London airports, particularly Luton and Stansted, where
there is proportionately greater scope for growth. In the case of Luton, there are
4 million more passengers in the constrained scenario than in the unconstrained
scenario, indicating that the airport is well placed to provide capacity to service
passengers unable to use Heathrow. This means that passenger numbers at
Luton are projected to almost double to 18 million between 2011 and 2030 in the
constrained scenario.
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To consider the contribution of Luton to overall passenger growth in London
further, Figure 5.3 compares each airport’s share of passengers in 2011 to its
contribution to London passenger growth between 2011 and 2030. This shows
that while Luton accounted for just 7 per cent of London airport passengers in
2011, it is expected to accommodate 17 per cent of passenger growth between
2011 and 2030. Were this capacity not available at Luton, the London airports
system would be even more constrained and, all else equal, passengers who
wished to use a London airport would be likely to face higher fares.

Figure 5.3: Constrained and unconstrained passenger forecasts for
London airports
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Source: DfT, Oxford Economics

There is currently a large amount of uncertainty concerning what may happen
beyond 2030. While the Airports Commission is set to make its recommendation
in the summer of 2015, the decision on additional runway capacity will ultimately
be taken by politicians and the timing of any such decision is unknown.

Nonetheless, the analysis in this chapter has highlighted that Luton has an
important role to play in providing much-needed capacity for the wider London
airports system. It has capacity to accommodate significant growth over the
coming decade; provides convenient access to international flights for local
residents; and it is able to offer flights at lower cost than many comparable
airports.
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Appendix A: Economic impact methodology

Direct employment contribution

The most detailed previous work to estimate the direct impact of London Luton
Airport was undertaken for the 2012 Halcrow study. This presented a central
employment estimate for 2011 based on data from the Business Register and
Employment Survey and Experian.32 More recent estimates of employment at
London Luton Airport are presented in the 2013 London Luton Airport Annual
Monitoring Report.*

Following discussion with stakeholders it was decided to estimate employment
in 2013 by growing forward the Halcrow estimate using the growth rates
reported in the Annual Monitoring Report. This approach ensures that the direct
employment estimate presented in this study is broadly comparable with the
Halcrow study, but also incorporates the latest evidence on how employment at
the airport has changed since 2011.

Direct GDP contribution

This is comprised of the wages paid to those directly employed at the airport,
plus profits generated by firms at London Luton Airport.

To calculate London Luton Airport’s total wage contribution, the 2013
employment estimates were multiplied by average gross wage estimates for the
relevant sectors. These average wages were based on estimates from the
Halcrow report, adjusted to account for wage growth between 2011 and 2013.

To estimate profits for 2013 we uplifted average turnover per employee
estimates from the Halcrow study using productivity growth rates* for the
Eastern region, and then multiplied by total employment to obtain an estimate of
turnover. We then applied Halcrow’s turnover/profit ratio to arrive at a pre-tax
profit estimate. Since we are considering the direct impact of London Luton
Airport on the whole of the UK, and in contrast to the Halcrow approach, we did
not make a further adjustment to only count profits attributable to the local
economy.

Direct gross wage contribution

The gross wage bill of London Luton Airport workers was estimated by updating
the previous results from the Halcrow study. While Halcrow reported net wages
in their headline results, the detailed workings included average gross wage per
worker estimates. Oxford Economics grew these estimates in line with wage
growth from 2011 to 2013 for the Eastern region and then multiplied these
wages by the new number of workers in each sector.

2 Further details of the methodology used to develop the employment estimate are presented in
Chapter 6 of the Halcrow report: http://www.eplan.luton.gov.uk/plannet/documentstore/DC19512388-
269-1 01 A.PDF

% http://www.london-luton.co.uk/en/content/8/243/annual-monitoring-report.html
% Productivity growth rates for individual sectors were used.
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Direct tax contribution

There are a number of large companies at London Luton Airport that operate
from many sites across the UK, and sometimes internationally. In these cases
the value of tax revenue attributable to London Luton Airport was estimated by
updating the previous results from the Halcrow study by adjusting their
assumptions on the various tax rates to reflect the latest data available.
Specifically, Income tax and National Insurance Contributions were updated
using the 2013 ONS ‘The Effects of Taxes and Benefits on Household Income’
release, located here: http://www.ons.gov.uk/ons/rel/household-income/the-
effects-of-taxes-and-benefits-on-household-income/2012-13/index.html. APD
was updated using information on APD rates and allowances for 2013 from HM
Revenue an Customs, located here:
https://www.gov.uk/government/publications/rates-and-allowances-excise-duty-
air-passenger-duty/rates-and-allowances-excise-duty-air-passenger-duty

Overview of input-output modelling approach for the UK

Input-output tables are designed to give a snapshot of an economy at a
particular time, showing the major spending flows. These include “final demand”
(i.e. consumer spending, government spending and exports to the rest of the
world); intermediate spending patterns (i.e. what each sector buys from every
other sector — the supply chain); how much of that spending stays within the
economy; and the distribution of income between employment income and other
income (mainly profits). Input-output tables are therefore particularly useful when
estimating indirect and induced economic impacts.

The idea behind the input-output table is that the economy can be divided into a
number of producing industries, and that the output of each industry is either
used as an input into another industry, or in final consumption. For example,
grain produced by the farm sector becomes an input into flour milling; flour
produced by the milling sector becomes an input into the baking sector, and so
on. In essence an input-output model is a table that shows who buys what from
whom in the economy.
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Figure AA.1: A simplified input-output model

Total
Outputs

Industry Industry Industry Consumer Other Final
1 Spending Demand

Industry 1 C1’1 3 X C4,1 C5,5,7‘1

Cs1

Industry2  C,,

Industry3  Cy3

Employment C,,
Incomes

Profits Cis

Leakages Ci67

Total Inputs Cy g

Source: Oxford Economics

Reading across horizontally illustrates the distribution of each industry’s output,
split between intermediate demand from other industries (used as an input to
production) and final demand (consumer spending, exports and other
government consumption). Therefore, Industry 2 in Figure AA.1 purchases an
amount, C2,1 from Industry 1 as an input to their production process. Thus,
reading down vertically indicates what each industry purchases from other
industries in the national economy by way of inputs which, when combined with
imports from abroad (leakages), employment costs, operating surplus and any
additional taxes or subsidies to production, give total inputs, which will equal
total outputs. In the simple model illustrated in Figure AA.1, C8,1 will equal C1,8.

A primary application of domestic use input-output tables is to create multipliers
that are used to illustrate how an increase in demand in one sector affects the
whole economy:*®

B Type | multiplier — estimates the impact on the whole economy of £1 spent
in a given industry, through its supply chain.

B Type Il multiplier —includes the Type | multiplier, but also includes the effect
of spending by households as a results of the additional employment
generated by the additional £1 spend. The multipliers reported in this report
are Type Il multipliers.

® In a domestic 10 table intermediate demand has been adjusted to remove the effects of imports.

Imports are itemised in a different part of the 10 table.
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To calculate the indirect and induced impacts for London Luton Airport,
domestic-use input-output tables, available for the UK economy from the ONS,
were used to build a bespoke input-output model. The ONS tables can be
downloaded here: http://www.ons.gov.uk/ons/rel/input-output/input-output-
analytical-tables/2010/index.html

Regional input-output modelling approach

The above approach is used to quantity the indirect and induced impacts at the
UK level. An important element of this study, though, is to consider the
geographical distribution of these multiplier effects to understand how London
Luton Airport affects levels of economic activity in surrounding sub-regions and
local areas.

Information on the geographical distribution of supply chain expenditure has
been gathered from major firms based at London Luton Airport. In total, this
information covers around 8 per cent of London Luton Airport’s estimated supply
chain purchases and for this portion of spending it is possible to develop a very
accurate picture of the distribution of supply chain impacts. Oxford Economics
has estimated the remaining 92 per cent of supply chain spending using inter-
regional input-output models developed by Oxford Economics based on
established academic techniques initially developed by Flegg and Webber.*®
This approach involves constructing regional input-output models by applying
Location Quotients (LQs) and regional size adjustments to the standard UK
input-output tables. Oxford Economics’ regional model was used to provide data
on LQ’s and regional employment.

For this study, regional input-output tables were developed for Luton Borough ,
the Three County area and the regions surrounding Luton Borough (Eastern,
South East, London and East Midlands).

Employment shares were used to divide the impact of the Three County area to
the various local authorities within the area. The supply chain impact that
remained (i.e. the four regions supply chain impact minus the Three Counties
supply impact) was split out according the sectoral employment share amongst
all the local authorities within that area.

In the case of induced effects, no ‘real’ data are available to identify where
London Luton Airport workers actually spend their wages. Nonetheless, it seems
reasonable to assume that most spending is likely to take place close to
workers’ place of residence, and will therefore support GDP and employment in
those areas. This is the starting point for our analysis of induced impacts, but in
cases where this results in an unrealistically large injection to the local economy
(given the economic structure and average spending per head in that local area)
induced impacts are assumed to spill over into neighbouring areas. The

* Flegg and Webber, (2000), ‘Regional Size, Regional Specialization and the FLQ Formula’.
Regional Studies, Vol. 34.6, pages 563—-569.
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spending adjustment and a quantum that is absorbed by neighbouring areas is
calculated using regional 10 tables.

Indirect and Induced GDP contribution

To calculate the indirect and induced gross value added contribution to GDP (i.e.
GVA), the total expenditure effect (derived from the input-output models) is
multiplied by industry sector-level GVA to gross output ratios, again calculated
from the ONS input-output tables.

Indirect and Induced employment

To calculate the impact on employment, labour productivity in each industry
sector in the supply chain is applied to the respective component of the GVA
figures.
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Appendix B: Economic impact results by
geographical area

Table AB.1 Total GVA contribution to GDP impact of London Luton Airport,

2013
Total GVA contribution to GDP 2013 (£ million, Nominal)
Locations Direct | Indirect | Induced | Total
UK 425 338 506 | 1270
Three Counties sub-region 425 85 222 732
Bedfordshire 425 37 138 600
Buckinghamshire 20 25 44
Hertfordshire 29 59 88
London Thameslink Corridor 8 12 20
Luton 425 29 80 533
Central Bedfordshire 5 45 50
Bedford 3 14 17
Aylesbury Vale 3 9 12
Chiltern 2 2 4
Milton Keynes UA 9 11 20
South Buck 2 1 3
Wycombe 4 2 6
Broxbourne 2 2 4
Dacorum 3 8 11
East Hertfordshire 3 5 8
Hertsmere 3 2 5
North Hertfordshire 2 17 19
St Albans 4 14 17
Stevenage 2 4 6
Three Rivers 2 2 4
Watford 4 2 7
Welwyn Hatfield 3 4 7
Barnet 1 2 3
Camden 2 3 5
Islington 1 1 3
City of London 0 2 3
Southwark 1 1 2
Lambeth 1 1 2
Merton 1 0 1
Sutton 0 0 1
Croydon 1 1 1
South Cambridgeshire 1 3 3
Enfield 1 1 2
Haringey 0 1 1
Harrow 0 1 1
East Northamptonshire 0 2 2
Northampton 2 4 5
South Northamptonshire 0 2 2
Wellingborough 0 1 2
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Table AB.2 Total employment impact of London Luton Airport, 2013

Employment 2013 ‘

Locations Direct | Indirect | Induced | Total

UK 9437 7682 10088 | 27207
Three Counties sub-region 9437 2038 4408 | 15883
Bedfordshire 9437 943 2781 | 13161
Buckinghamshire 386 441 827
Hertfordshire 708 1186 1894
London Thameslink Corridor 150 163 313
Luton 9437 751 1598 | 11786
Central Bedfordshire 120 901 1021
Bedford 73 282 354
Aylesbury Vale 69 154 224
Chiltern 31 33 64
Milton Keynes UA 176 197 372
South Buck 35 20 54
Wycombe 76 37 112
Broxbourne 56 30 86
Dacorum 73 152 225
East Hertfordshire 79 94 173
Hertsmere 63 38 102
North Hertfordshire 51 333 384
St Albans 91 276 367
Stevenage 42 91 133
Three Rivers 45 42 87
Watford 130 42 172
Welwyn Hatfield 78 87 166
Barnet 11 34 45
Camden 35 47 82
Islington 25 15 40
City of London 9 20 28
Southwark 25 12 37
Lambeth 16 16 31
Merton 10 6 16
Sutton 9 4 13
Croydon 11 9 20
South Cambridgeshire 18 52 69
Enfield 10 15 26
Haringey 8 15 23
Harrow 7 16 23
East Northamptonshire 9 35 44
Northampton 41 85 126
South Northamptonshire 10 45 55
Wellingborough 13 25 38
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Table AB.3 Total wage impact of London Luton Airport, 2013

Wage 2013 (£ million, Nominal)

Locations Direct | Indirect | Induced | Total
UK 356 181 203 740
Three Counties sub-region 356 44 80 481
Luton 356 15 29 | 401

Table AB.4 Total tax impact of London Luton Airport, 2013

Tax 2013 (£ million, Nominal)

Locations Direct | Indirect | Induced | Total
UK 237 122 169 648
Three Counties sub-region 237 30 34 | 301
Luton 237 10 25 272
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Appendix C: The total future economic contribution of London Luton

Airport

Table AC.1 Forecast direct Gross Value Added contribution to GDP of London Luton Airport, 2013 to 2030

Direct GVA (£2013 prices) 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030
Baseline scenario 425 | 457 | 474 | 529 552 554 | 554 | 554 | 554 | 554 | 554 |554 |554 |554 |554 |554 |554 |554
Development scenario 425 | 457 | 500 558 619 687 760 | 781 781 781 781 | 781 | 781 | 781 |781L | 781 781 781
Table AC.2 Forecast direct employment at London Luton Airport, 2013 to 2030

Employment 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030
Baseline scenario 9437 | 10113 | 10327 | 11420 | 11791 | 11659 | 11468 | 11282 | 11092 | 10869 | 10642 | 10433 | 10220 | 10009 | 9805 | 9614 | 9429 | 9259
Development scenario | 9437 | 10113 | 10896 | 12044 | 13208 | 14460 | 15746 | 15924 | 15656 | 15342 | 15022 | 14726 | 14426 | 14128 | 13841 | 13570 | 13310 | 13070

Table AC.3 Forecast total GDP contribution of London Luton Airport to the UK economy, 2030

GVA (£2013 prices) 2030 Direct Indirect Induced Total
Baseline scenario 554 441 660 1,654
Development scenario 781 622 931 2,335

Table AC.4 Forecast total UK employment contribution of London Luton Airport, 2030

Employment 2030 Direct Indirect Induced Total
Baseline scenario 9,259 7,537 9,898 26,694
Development scenario 13,070 10,639 13,971 37,680
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Table AC.5 Forecast total GDP contribution of London Luton Airport to the

sub-regional economy, 2030

GVA (£2013 prices) Direct Indirect Induced Total
2013 425 85 222 732
Ierg;i Counties sub | g,seline Scenario 2030 554 111 339 1,004
Development Scenario 2030 781 157 479 1,418
2013 425 37 138 600
Bedfordshire Baseline Scenario 2030 554 48 230 832
Development Scenario 2030 781 68 325 1,175
2013 0 20 25 44
Buckinghamshire Baseline Scenario 2030 0 26 32 58
Development Scenario 2030 0 37 45 82
2013 0 29 59 88
Hertfordshire Baseline Scenario 2030 0 37 7 114
Development Scenario 2030 0 52 108 161
Table AC.6 Forecast total employment contribution of London Luton
Airport to the sub-regional economy, 2030
Employment Direct Indirect Induced Total
2013 9,437 2,038 4,408 15,883
:e'g;‘f] Counties sub g, seline Scenario 2030 9,259 1,985 4,778 16,022
Development Scenario 2030 13,070 2,801 6,745 22,616
2013 9,437 943 2,781 13,161
Bedfordshire Baseline Scenario 2030 9,259 931 3,015 13,205
Development Scenario 2030 13,070 1,314 4,256 18,640
2013 0 386 441 827
Buckinghamshire Baseline Scenario 2030 0 380 478 858
Development Scenario 2030 0 536 674 1,211
2013 0 708 1,186 1,894
Hertfordshire Baseline Scenario 2030 0 674 1,286 1,959
Development Scenario 2030 0 951 1,815 2,765
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Appendix D: Occupational analysis

Estimated split of London Luton Airport employees by sector and
occupation

The estimated split of employment by sector comes from the 2012 Halcrow
study. For each sector, the occupational breakdown has been estimated using
data from the 2011 Census on the occupational structure of employment within
the respective sector.

The specific steps involved include:

1) Estimate London Luton Airport employment by sector in 2013, drawing
on the 2012 Halcrow study

2) Use the Luton 014 SOA (the Super Output Area where London Luton
Airport is based) SIC-SOC matrix from the 2011 Census to estimate
broad occupation breakdown by sector for the Airport

3) Split out broad occupational groups from step 2 using more detailed 3-
digit SOC breakdown for the SOA from the 2011 Census.

Table AD.1 Indicative occupational (SOC 3) structure of London Luton
Airport employment

London Luton Airport estimated

 occupations employment
2030 2030
(Baseline (Development
2013 scenario) scenario)
111 Chief Executives and Senior Officials 6 5 8
112 Production Managers and Directors 95 93 132
113 Functional Managers and Directors 133 130 184
115 Financial Institution Managers and Directors 7 7 9
116 Managers and Directors in Transport and Logistics 156 154 217
117 Senior Officers in Protective Services 11 10 15
118 Health and Social Services Managers and Directors 6 5 8
119 Managers and Directors in Retail and Wholesale 65 63 89
121 Managers and Proprietors in Agriculture Related Services 0 0 0
122 Managers and Proprietors in Hospitality and Leisure Services 97 96 135
124 Managers and Proprietors in Health and Care Services 4 4 6
125 Managers and Proprietors in Other Services 101 99 139
211 Natural and Social Science Professionals 6 6 8
212 Engineering Professionals 148 145 205
213 Information Technology and Telecommunications Professionals 174 171 241
214 Conservation and Environment Professionals 3 3 4
215 Research and Development Managers 6 6 8
221 Health Professionals 18 18 25
222 Therapy Professionals 3 3 4
223 Nursing and Midwifery Professionals 13 13 18
231 Teaching and Educational Professionals 37 37 52
241 Legal Professionals 16 15 22
242 Business, Research and Administrative Professionals 188 184 260
243 Architects, Town Planners and Surveyors 14 14 20
244 Welfare Professionals 5 5 7
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245 Librarians and Related Professionals 6 6 8
246 Quality and Regulatory Professionals 44 43 61
247 Media Professionals 20 20 28
311 Science, Engineering and Production Technicians 136 134 188
312 Draughtspersons and Related Architectural Technicians 8 8 11
313 Information Technology Technicians 56 55 77
321 Health Associate Professionals 6 6 8
323 Welfare and Housing Associate Professionals 14 14 19
331 Protective Service Occupations 108 106 150
341 Atrtistic, Literary and Media Occupations 35 35 49
342 Design Occupations 21 20 29
344 Sports and Fitness Occupations 21 20 29
351 Transport Associate Professionals 641 629 888
352 Legal Associate Professionals 18 17 24
353 Business, Finance and Related Associate Professionals 118 115 163
354 Sales, Marketing and Related Associate Professionals 262 257 363
355 Conservation and Environmental associate professionals 1 1 1
356 Public Services and Other Associate Professionals 151 148 209
411 Administrative Occupations: Government and Related Organisations 33 32 46
412 Administrative Occupations: Finance 243 238 336
413 Administrative Occupations: Records 236 231 326
415 Other Administrative Occupations 212 208 293
416 Administrative Occupations: Office Managers and Supervisors 32 31 a4
421 Secretarial and Related Occupations 132 130 183
511 Agricultural and Related Trades 14 14 20
521 Metal Forming, Welding and Related Trades 14 13 19
522 Metal Machining, Fitting and Instrument Making Trades 61 60 85
523 Vehicle Trades 402 395 557
524 Electrical and Electronic Trades 105 103 145
525 Skilled Metal, Electrical and Electronic Trades Supervisors 19 18 26
531 Construction and Building Trades 123 120 170
532 Building Finishing Trades 39 39 55
533 Construction and Building Trades Supervisors 6 6 8
541 Textiles and Garments Trades 14 13 19
542 Printing Trades 6 6 9
543 Food Preparation and Hospitality Trades 59 58 82
544 Other Skilled Trades 11 11 16
612 Childcare and Related Personal Services 108 106 149
613 Animal Care and Control Services 5 5 7
614 Caring Personal Services 84 82 116
621 Leisure and Travel Services 1828 1794 2532
622 Hairdressers and Related Services 45 44 62
623 Housekeeping and Related Services 24 23 33
624 Cleaning and Housekeeping Managers and Supervisors 23 22 31
711 Sales Assistants and Retail Cashiers 440 431 609
712 Sales Related Occupations 43 42 59
713 Sales Supervisors 49 48 68
721 Customer Service Occupations 297 291 411
722 Customer Service Managers and Supervisors 47 16 65
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811 Process Operatives 53 52 73
812 Plant and Machine Operatives 77 76 107
813 Assemblers and Routine Operatives 134 132 186
814 Construction Operatives 32 32 45
821 Road Transport Drivers 209 206 290
822 Mobile Machine Drivers and Operatives 18 18 25
823 Other Drivers and Transport Operatives 326 320 451
911 Elementary Agricultural Occupations 3 3 4
912 Elementary Construction Occupations 13 12 17
913 Elementary Process Plant Occupations 43 42 60
921 Elementary Administration Occupations 39 38 54
923 Elementary Cleaning Occupations 176 172 243
924 Elementary Security Occupations 279 274 387
925 Elementary Sales Occupations 19 19 27
926 Elementary Storage Occupations 142 140 197
927 Other Elementary Services Occupations 147 144 203

Approach to estimating the occupational split of unemployed workers in
Luton Borough

Oxford Economics’ regional model was used to estimate the number of
unemployed individuals in Luton Borough in 2030.

The occupational split of these workers was estimated using 2011 Census data
for the occupational structure of the Luton Borough resident employment.
However, the occupational structure of the unemployed is likely to differ from
that of the employed. Annual Population Survey data was therefore used to
estimate the proportional difference between the employed and the unemployed
occupational structure at the UK level. This difference was then applied to the
estimated occupational breakdown for Luton Borough unemployed.
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Appendix E: Detailed results from analysis
of flight prices

Table AE.1 Analysis of flights prices

Average lowest

price amongst Luton price rank Number of
Airports out of airports airports
Destination Luton Price compared compared compared
Monday 09/03/2015
Morning (00.00 - 11.59)
Alicante 137 140 3 5
Amsterdam 67 89 3 6
Barcelona 112 124 3 6
Dublin 23 42 2 7
Edinburgh 38 53 3 7
Geneva 117 111 4 6
Glasgow 34 64 2 7
Malaga 213 179 5 6
Afternoon (12.00- 17.59)
Amsterdam 63 79 2 7
Dublin 39 44 2 6
Murcia 178 181 3 5
Evening (18.00 - 23.59)
Aberdeen 43 70 1 5
Amsterdam 51 67 1 5
Dublin 33 34 4 6
Edinburgh 33 39 3 7
Glasgow 34 44 2 7
Friday - 05/06/2015
Morning (00.00 - 11.59)
Alicante 141 139 4 5
Amsterdam 46 60 1 6
Barcelona 119 99 6 6
Dublin 46 55 2 7
Edinburgh 40 48 2 7
Geneva 35 55 1 4
Glasgow 35 42 2 6
Malaga 137 133 4 6
Afternoon (12.00- 17.59)
Amsterdam 44 52 2 6
Dublin 65 54 7 7
Murcia 65 75 1 4
Evening (18.00 - 23.59)
Aberdeen 37 49 1 5
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Amsterdam 42 62 1 5
Dublin 55 50 5 7
Edinburgh 37 45 2 7
Glasgow 35 44 2 7
Saturday - 08/08/2015

Morning (00.00 - 11.59)

Alicante 193 166 5 5
Amsterdam 52 54 5 7
Barcelona 133 141 4 6
Dublin 28 35 3 7
Edinburgh 73 54 6 6
Geneva 74 72 3 4
Glasgow 40 53 3 6
Malaga 171 156 4 5
Afternoon (12.00- 17.59)

Amsterdam 43 57 1 5
Dublin 33 36 4 5
Murcia 131 136 1 4
Evening (18.00 - 23.59)

Dublin 24 34 2 5
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Appendix F: Methodology to estimate gain
In consumer surplus for Luton passengers

The overall approach was to estimate the generalised cost of travel from Luton and all comparator airports
for each Luton passenger based on their ward of residence. The following comparator airports were used:
Gatwick, Stansted, Birmingham, East Midlands (Other comparator airports were excluded from the analysis,
as the analysis suggested that they were not the second cheapest to Luton for any passengers.)

The generalised cost of travel (GCT) was defined as follows:

Generalised cost of travel = Direct travel costs + Cost of time + Cost of air ticket
Where:

B Direct travel cost = Distance to each airport * 45p per mile (based on HMRC
mileage rates, which were sourced here:
www.gov.uk/government/publications/rates-and-allowances-travel-mileage-
and-fuel-allowances/travel-mileage-and-fuel-rates-and-allowances#approved-
mileage-rates-from-2011)

B Cost of time = Travel time to airport and average time of flight* £14 per hour
(this value is a weighted average of business and leisure travellers values of
time. The business value is based on the Airports Commission - Economy:
Transport Economic Efficiency Impacts report:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file
/372769/AC07_bookmarked.pdf and the leisure value is based on the
Airports Commission - Economy: Delay Impacts Assessment Methodology
Paper
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file
/372606/AC08a_tagged.pdf )

B Cost of air ticket = Average fare of flights from each airport, based on the
panel of comparable flights used in the fares analysis

B The average GCT for all Luton passengers was then calculated by adding the
GCT for all passengers and dividing by the total number of passengers.

B The previous step was then repeated, but using the GCT to each
passenger’s second cheapest airport.

Sample size and scaling

This analysis was based on a sample of 5.1 million passengers. Aggregate
results for the consumer surplus have been scaled to reflect London Luton
Airport’s total passenger numbers (10.5 million passengers) in 2014.
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