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Appendix 

 

Sir Howard Davies wrote to Ministers on 7 September to explain why the Airports 
Commission believes that its work is robust to criticisms made by Gatwick. 

Sir Howard’s letter illustrates that there is still much for Government to consider when 
deciding where best to locate a new runway and we think it important that Ministers 
understand Gatwick’s position on these issues. 

Sir Howard writes that Commission members carefully considered the points we made to 
them during their work before reaching their conclusions. In fact, there is precious little 
evidence of this in the Commission’s Final Report, in which we also see conclusions and 
views expressed that are not supported by the underlying evidence, or are based on a very 
selective reading of that evidence – and, in a number of instances, with no clear explanation 
of the reasoning that led the Commission to reach its conclusions. This most recent letter 
from Sir Howard – written after the Commission had completed its work – makes further 
assertions that need to be addressed. We deal below with his points, in the order in which 
Sir Howard raised them. 

 

Traffic Forecasts 

Sir Howard’s letter demonstrates a continuing misunderstanding of Gatwick’s concerns 
about the Commission’s traffic analysis. Gatwick does not disagree that the DfT model, upon 
which the Commission’s scenarios are based, produces a coherent set of forecasts at UK 
aggregate level. In that respect we agree with Professor Schaefer’s overall conclusion. Nor 
is Gatwick suggesting that the ICF model which we commissioned produces a radically 
different set of results at UK level. Both models, albeit using different methodologies, 
produce very similar results at UK aggregate level over the forecasting period up to 2050 for 
both Heathrow and Gatwick expansion.  

Whilst at the total UK level the demand projections are sound, the DfT airport -level allocation 
model continues to assume the same passenger preferences and behaviours as were 
exhibited in the past. This becomes particularly problematic when a new runway is added 
because the model continues to allocate most passengers to the previously “superior airport” 
(in this case Heathrow), even though in practice Gatwick and Heathrow would become quite 
comparable under Gatwick expansion.  In addition the modelling does not take into account 
what might be the supply side (airline) response to the provision of new capacity in the 
market, particularly one that is already, and increasingly, constrained. This allocation “bias” 
results in wildly different ramp-ups in growth at Heathrow and Gatwick, neither of which is 
realistic.  

For these reasons, the DfT model is not well suited to predicting future traffic levels at 
individual airports, particularly within a dynamic and competitive London airport market 
where future developments could fundamentally alter patterns of traffic between airports. Its 
failure to predict the rapid growth of Low Cost Carriers over the past 20 years is another 
illustration of the model’s limitations in this respect. 

The Commission has repeatedly cited a number of peer reviews to defend the allocation 
model, notably the DfT’s own review conducted in 2010. However, it should be noted that 
that review specifically highlighted the following omission “Note, in the time available to date, 
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not all the issues have been resolved. In addition, the process for allocating new routes 
in future years has not been examined.” (Our emphasis) 

Similarly the review by Professor Schaefer did not examine the application of the model with 
respect to the generation of new routes associated with a new runway. Finally, to the best of 
our knowledge, neither was Professor Schaefer asked to examine whether the resulting 
forecasts actually made sense. 

The Commission has sought to overcome these limitations in the allocation model by 
intervening to generate new routes and frequencies (called “seeding”), but it has done this 
for only some of its five scenarios and, crucially, not for the Assessment of Need scenario – 
which the Commission has designated as its most likely forecast, and has used as the 
starting point of its analysis. 

Accordingly, the weaknesses in the allocation model are manifest in the principal scenarios 
with the result that, as we have told the Commission repeatedly, and as we set out in our 
February response to the Commission’s consultation, their traffic projections at airport level 
are not credible. For example: 

 Robust forecasts rely on a reliable and accurate start point and it is clear that the 
Commission’s forecasts are a decade out of date with regards to the volumes 
Gatwick has already achieved. For the Commission’s forecasts for Gatwick’s near 
term performance to be correct, growth would have to stagnate completely for the 
next decade - a totally unrealistic hypothesis. 

 Secondly, it does not appear remotely sensible that the Commission forecasts that, 
even with a second runway at Gatwick providing substantial new capacity, the airport 
would grow at a slower rate than it has achieved since separation from BAA in 2009.  

 Thirdly, the Commission is forecasting implausibly rapid growth at an expanded 
Heathrow (12 million extra passengers in the first year alone).  The great majority of 
this growth appears to be additional international transfer traffic and passengers 
moving from other UK airports which, if correct, calls into question the scale of UK 
economic benefits attributable to Heathrow expansion (see Economics Benefits 
below). 

The Commission has never really responded to such criticisms, contenting themselves with 
a paper from OECD consultants which was based on the premise that Gatwick’s core 
concern was that the model did not fully recognise our record of strong growth during the last 
decade. That premise is incorrect – our core criticism is that the Commission’s traffic 
forecasts are not credible, principally because they do not properly reflect results of a major 
change such as a new runway. 

We believe therefore that Sir Howard’s statement concerning “The provision of new 
capacity…would not fundamentally alter the underlying demand without broader changes in 
the economy or aviation industry” cannot be sustained as it flies in the face of reality. The 
aviation industry has repeatedly shown how it can change radically when its surrounding 
environment is altered, and a two runway Gatwick in the 2020’s and beyond – when all other 
London airports will be essentially full - would clearly be a much more attractive proposition 
for airlines than a one runway Gatwick operating currently in a London system where other 
airports also have spare capacity.   
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Regional Connectivity 

Gatwick has neither misunderstood nor misrepresented the Commission ’s traffic analysis in 
regards to connectivity, as Sir Howard contends.  Gatwick has accurately based its analysis 
on the Commission’s Assessment of Need Carbon Traded scenario, which appears to be 
used by the Commission as its central case. Moreover, none of the Commission’s scenarios 
demonstrates that regional connectivity improves with Heathrow expansion - in fact the 
opposite is true.  And, in 8 of the 10 Commission scenarios (including the central scenario) , 
regional connectivity is greater with Gatwick expansion. 

There are two aspects to Regional connectivity. The first, which the Commission appears 
largely to ignore in its conclusions, is the extent to which regional airports are able to  provide 
direct services - something that regional communities value highly. The number of 
international services from regional airports is similar or better under the Gatwick expansion 
option (relative to Heathrow expansion). So Heathrow expansion does not offer greater 
direct regional connectivity to the UK as a whole. 

Regarding domestic services to London, again the Commission forecasts are very clear. The 
total number of domestic routes to London is identical between Heathrow expansion and 
Gatwick expansion. Under Heathrow expansion, the number of domestic transfer 
passengers across London falls to 2.7m by 2050 – compared to 2.6m with Gatwick 
expansion - explained in large part by the decline in domestic routes into an expanded 
Heathrow from 7 today to 4 in 2050.  The Commission’s forecasts also show that Gatwick 
offers double the number of UK domestic routes as does Heathrow (8 versus 4) - an 
indication that the market does not place the value claimed by Sir Howard on access to 
Heathrow’s long haul network. 

Sir Howard suggests that the decline in domestic routes to Heathrow could be countered by 
"additional measures" to promote domestic connectivity. However, such measures could 
equally easily be applied at Gatwick, and there is no evidence to suggest that they would be 
any less effective at Gatwick. 

Regarding benefits to the regions from long haul connectivity, the Commission places very 
heavy emphasis on Heathrow’s supposed superiority in providing “the type of capacity which 
is most urgently required: long haul destinations in new markets” (Commission’s Final 
Report Foreword). The Commission forecasts, however, show that at the UK level an 
expanded Heathrow delivers only 1 more long haul route than an expanded Gatwick in 2040 
(130 versus, 129) and only 2 more by 2050 (133 versus 131). It is not obvious from the 
Commissions forecasts whether either of these 2 additional routes serve new emerging 
markets. 

These are just some examples of where the conclusions reached by the Commission on the 
best solution to maintain and improve overall UK connectivity (which was the Commission’s 
brief) are not supported by the Commission’s own forecasts. The Commission appears to 
have drawn its conclusions primarily from a narrow airport-level view of an expanded 
Heathrow versus Gatwick rather than focusing on its own forecasts at the UK level. 
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Economic Benefits 

The approach Sir Howard’s letter takes to the comparative economic benefits of the 
Heathrow and Gatwick schemes is another example of a Commission position that is not 
supported by its own underlying evidence base. 

The Commission’s traffic forecasts indicate that with Gatwick expansion, the UK would have 
similar or better connectivity and UK origin-destination traffic, and a virtually identical mix of 
passengers as it would with expansion at Heathrow (as illustrated in the chart below).   

AC Assessment:  UK mix of Origin and Destination passenger traffic 2030 

 

AC Assessment:  UK mix of Origin and Destination passenger traffic 2050 

  

 

 Source: All numbers from Airports Commission (2015), Strategic Fit: Forecasts, 
Assessment of Need Carbon Traded 

The volumes and mix of origin-destination passengers (inbound tourists, inbound/outbound 
business travellers) are the principal drivers of economic value, as is recognised by the 
Commission. That being so, and given the virtually identical forecasts above, one would 
expect that the economic impacts of Gatwick and Heathrow would be similar. 
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And indeed the Commission’s own (and only) economic analysis of the economic benefits of 

each scheme (see Table 7.1 of the Final Report) shows that they offer similar benefits to the 

UK in terms of the Net Present Value from each scheme 

  

NPV £bn, 2014 

prices 

Gatwick Second Runway Heathrow Northwest runway 

 CT CC CT CC 

Net social 

benefit 
16.8 10.5 28.0 17.4 

Scheme and 

surface access 

cost 

-6.0 -5.0 -16.1 -16.0 

NPV 10.8 5.5 11.8 1.4 

Source; Extract of Table 7.1, Airports Commission: Final report. July 2015, page 147. 

 

Sir Howard chooses to emphasise in his letter that the “net social benefit” of Heathrow is 
higher than that of Gatwick. He is being partial in this statement. 

First, the Commission’s estimates for Heathrow include £6.5bn of consumer benefits 
associated with International to International passengers merely transiting through the UK – 
benefits that Government guidance rightly says should be excluded as they are benefits that 
flow to countries outside the UK. 

Second, the Commission argues that the focus should be on the benefits and that, in effect, 
the costs can be ignored as the private sector will bear the capital cost of the schemes.  The 
reality is that whether the schemes are funded in the public or private sector, or by UK or 
international investors, this is a capital investment that must be paid for - it will be a real 
financial cost to the UK economy and will ultimately be borne largely by the same people as 
receive the benefits.  Ignoring these very substantial costs makes no sense.  

When calculated correctly, by excluding International to International transfer passengers 
and by reflecting capital costs, (see table below), the Net Present Value of Gatwick 
expansion is clearly greater than that of Heathrow. Based on DfT guidelines, Gatwick would 
be classed as “high value for money” and Heathrow as only “low value for money” reflecting 
a view that expanding Heathrow is in fact an inferior use of resource relative to expanding 
Gatwick 
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Net UK Benefits (separating International to International transfer passengers – per 
WebTAG guidelines) 

NPV £bn, 2014 prices 

[AON Carbon Traded] 

Gatwick Second Runway Heathrow Northwest 

runway 

Net social benefit 16.8 28.0 

Less: International to 

International passenger benefit 
-1.7 -6.5 

Net social benefit: UK 15.1 21.5 

Scheme and surface access 

costs 
-6.0 -16.1 

NPV: UK 9.1 5.3 

Benefit-cost ratio 2.5 1.3 

Source: Gatwick analysis based on Airports Commission (2015) Transport Economic 
Efficiency Impacts, Airports Commission Final Report 

 

On the above basis we consider that the Commission’s analysis, fairly applied and 
interpreted, indicates that the Gatwick scheme delivers similar or better economic returns 
compared to Heathrow. 

Only the application of a ‘Spatial Computable General Equilibrium’ model analysis, 
undertaken by PWC, suggests that Heathrow has a significantly greater economic impact 
than Gatwick (up to £147 billion for Heathrow, versus £89 billion for Gatwick – a difference of 
£58 billion). The Commission’s own advisers counselled “caution in attaching significant 
weight either to the absolute or relative results” of this work in the Economic Case, and 
detailed analysis undertaken for us by Deloitte has highlighted that the difference between 
Heathrow and Gatwick is largely driven by several unrealistic assumptions made by PWC.   

In particular, there are two key factors that favour the Heathrow case – neither of which is 
properly explained or justified by PWC. These are: 

 The majority (£35bn) of the estimated £58bn difference in economic impacts is due to 
a traffic mix assumption, agreed between the Commission and PWC, which implicitly 
assumes that the overall mix of inbound and outbound passengers at the UK level 
will vary depending on which airport is expanded.  

No rationale is provided for this assumption, which differs from what is shown by the 
Commission’s own traffic forecasts (as illustrated in the charts on page 4).  

 Most of the rest of the difference in economic impacts derives from PWC’s estimates 
of productivity impacts, using a new and untested approach that leads to estimates of 
the relationship between passengers and productivity that are over ten times larger 
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than has been found in other studies, and almost twice as high for Heathrow as for 
Gatwick, for comparable inputs.  This is the element of the model that is most heavily 
caveated by the Commission’s expert advisors. 

Sir Howard claims that the Commission followed their experts’ advice to apply caution in the 
use of this PWC work. In reality, the Commission’s final report highlights the PWC results (as 
does Sir Howard’s letter), and on the day of publication of the Final Report, the only 
economic benefits figures quoted in the Commission press release were from the PWC 
report. In subsequent briefings, Commission staff consistently ignored figures generated 
using standard Treasury approaches – which show that the Gatwick expansion generates 
the best economic outcome - in favour of PWC’s experimental approach. In none of these 
instances is prominence given to the cautionary advice of the Commission’s experts  who not 
only flag the weaknesses of the analysis but warn also of the potential for ‘media 
exaggeration’. 

In summary, it is clear that serious questions arise about the Commission’s conclusion that 
the economic benefits outweigh the environmental costs and risks of the Heathrow scheme . 
Looked at objectively, the Commission's own analysis indicates that the two schemes deliver 
similar net benefits and that, if anything, the advantage is with the Gatwick scheme. 

For all of these reasons, we do not believe that the Commission has established that the 
economic advantages of Heathrow are in any way sufficient to outweigh its environmental 
costs and risks - nor indeed has the Commission ever really explained how it arrived at that 
conclusion. 

 

Costs and Charges 

It is difficult to understand the logic in Sir Howard’s assertion that our argument that the 
lower costs of the Gatwick scheme will mean lower passenger charges than at Heathrow is 
“entirely misguided”, particularly as he rightly says that the level of charge is a function of the 
costs of the scheme and of the number of passengers paying to use it.  

Using the Commission’s own figures, both Heathrow and Gatwick will produce similar 
additional passenger numbers over time, while the overall costs of the Gatwick scheme 
(scheme plus surface access) are roughly a third of those at Heathrow. It is hard to argue 
that this will lead to anything other than much lower charges at Gatwick, especially given that 
passenger charges at Gatwick today are less than half of those at Heathrow – which is 
already the most expensive airport in the world.  

It is true that the Commission’s traffic figures show a slower build-up of traffic in the early 
years at Gatwick. That, as explained earlier, we find implausible. But even if it were true, the 
unique ability of the Gatwick scheme to build the new capacity in manageable phases gives 
us confidence that charges would remain affordable for passengers and attractive to our 
customer airlines – something that cannot be claimed for Heathrow’s expansion plans.  

 

Deliverability and Financing 
 

Sir Howard’s comments on deliverability demonstrate once again that the Commission’s 
work in this area has been insufficient to provide a thorough assessment of the risks. In his 
letter, Sir Howard identifies a series of significant challenges to the deliverability of a third 
runway at Heathrow. These include tunnelling and widening the M25, and demolishing and 
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relocating the waste to energy plant.  There are also others that he does not mention: 
widening the M4, diverting the A4, the western rail link, the southern rail link, diverting rivers, 
and finding a solution to the circa 9m tonnes of waste that is in landfill covering around one 
third of the site (1m tonnes of which is toxic waste). While the Airports Commission identifies 
some of these challenges, neither the Final Report nor Sir Howard’s letter give any indication 
that the Commission assessed thoroughly the deliverability challenges and the risks (both 
time and cost) that these challenges represent through both the planning process and any 
subsequent construction programme. 
 
Sir Howard says that Gatwick has provided no evidence as to why the rate of spend 
envisaged to deliver a new runway at Heathrow would not be feasible. Sir Howard's 
statement is not correct - in our February response to the Commission's consultation, we 
highlighted the risk inherent in the Heathrow expenditure profiles, including the fact that they 
indicate levels of annual expenditure which have never been achieved before on a single UK 
site, let alone on a site which is so tightly constrained. The Commission did not respond to 
any of the points we made about the feasibility of Heathrow's spend profiles, nor does it 
appear to have done any of the further work we recommended in February should be done  
to establish that these spend profiles are feasible. 
 
The time and cost risks associated with the Heathrow scheme are very substantial. We 
submitted detailed evidence based on a review by Bechtel and EC Harris of the Heathrow 
NWR scheme which showed that a third runway at Heathrow is highly unlikely to be 
delivered until 2029 or 2030 at the earliest. The Commission did not respond to this 
evidence, other than to reiterate its view that it was content to assume it could be delivered 
in 2026.  
 
The absence of a thorough deliverability assessment is, in our view, a serious omission as it 
is important to be very clear about when another runway can be delivered and to identify any 
related differences between the short listed schemes.  Delivering another runway some five 
year earlier at Gatwick compared to Heathrow should, in our view, be a material 
consideration for policy makers given, not least, that the likely cost over-runs at Heathrow 
will ultimately be paid for by passengers, and other airport users, or else by tax payers. The 
full economic benefits of expansion as identified by the Commission can best be realised if a 
scheme is completed by the earliest possible date, in the case of Gatwick 2025. 
 
We note also that Sir Howard does not comment on the financeability risks associated with  
the programme, cost, deliverability or air quality difficulties that face Heathrow. We regard 
this as another serious omission. 

 

Air Quality 

In his letter to Ministers Sir Howard says that Gatwick’s allegations of incompleteness and 
inconsistencies were dealt with in full in the report of consultation on air quality. We disagree 
with this statement. Our submission made a series of points regarding the optimism of the 
Commission’s assessment that the Report of Consultation noted, but did not deal with. For 
example, the Commission’s analysis does not address our criticism of their consultant’s 
failure to follow recognised best practice for calculating future background concentrations.  

In addition, the Final Report (paragraph 9.70) states that the Commission’s analysis 
represents “…a plausible worst case….” This is also incorrect. For example, the 
Commission’s analysis excludes consideration of the air quality impacts of construction on 
the grounds that this could not be assessed. Gatwick did in fact submit evidence on the 
construction impacts but the Commission makes no comment on this. 
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More generally, we are astonished that Sir Howard’s advice to Government is that only 
limited weight should be placed on the suggestion that air quality represents a significant 
obstacle to expansion at Heathrow.  It seems to us that air quality is an issue which 
Government should take very seriously indeed. 

Sir Howard’s stance appears to rely upon two fundamental considerations: 

 a view that it would be lawful for the Government to permit a scheme that made air 
quality worse around Heathrow and in breach of limits, as long as one other location in 
London (in this case Marylebone Road)  continues to be even worse; 

 an assumption that the Government’s Air Quality Plan would conveniently resolve the 
problem, without any evidence to support this contention. 

The correct legal interpretation of the Directive is of critical importance, not least because it 
is a legally binding obligation on the UK and it is important that the Government makes clear 
the legal basis on which it is judging the acceptability (or not) of the air quality impacts of 
another runway at Heathrow. If the Government does not do so, we believe it is inevitable 
that this issue will be resolved by the courts – either in the UK or in Europe.  Our view is 
clear.  Any major development proposal must not cause a breach of the air quality limit value 
or extend the time by which compliance with the limit values would otherwise be attained in 
all locations within an area such as West London.  On the evidence that is currently 
available, we do not believe that a third runway at Heathrow meets this test.  

As regards the Government’s Air Quality Plan, it is unclear today how effective this Plan and 
the measures it proposes (currently being consulted on), will prove to be. What is clear, 
however, is that uncertainty about future levels of vehicle emissions in real-world driving 
conditions is likely to continue for quite some time. That being so, the Commission’s 
assumption that the Air Quality Plan will resolve the Heathrow problem must be viewed as 
carrying a considerable degree of risk.  

Finally, we note that the Airports Commission qualified its advice with a condition that new 
runway capacity should not be released until compliance with Air Quality limit values is 
achieved. Given all the uncertainties that we refer to above, coupled with the latest 
information that vehicle emissions on the test bed may significantly understate the true level 
of emissions, there remains a high risk that a Heathrow scheme will prove to be un-
financeable. 

 

Noise 

Sir Howard Davies recognises Gatwick's very significant advantage over Heathrow when it 
comes to noise impact. 

Yet the Commission's recommendation in favour of Heathrow appears to rely heavily on the 
proposition that Heathrow with three runways would not inflict noise nuisance on more 
people than the airport does today, a point which features prominently in Sir Howard's 
Foreword to the Final Report. 

Even the Commission’s own specialist advisors, who are familiar with the Government’s 
WebTAG Guidance, advised the Commission against this approach when they stated: 
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“[Heathrow’s] assertion that the number of people affected by daytime aircraft noise in the 
2030 and 2040 Do Something scenarios would be lower than the current situation…is not a 
comparison required by the noise appraisal and it should be noted that far greater reductions 
in current daytime noise would be realised in the 2030 and 2040 Do Minimum [sic.] Options” 
(Page 206 Noise: Local Assessment Report – Jacobs November 2014).  

The approach taken by the Commission in assessing noise impacts also departs from the 
Commission's own appraisal guidelines (paragraphs 5.12 to 5.27 of the Commission’s 
Appraisal Framework). The Appraisal Framework rightly seeks to compare the noise impact 
on the locality with and without another runway, a comparison to which the Commission has 
given little prominence. 

Government will be aware that the noise situation around all airports is going to get better. 
Heathrow intimated, and the Commission apparently accepted, that this improvement would 
come from allowing Heathrow to get a lot bigger. This is not true: the improvement will 
happen anyway at all airports. What is true, however, is that the approach taken by the 
Commission obscures the facts that a new runway at Heathrow would result in up to 320,000 
new sufferers from aircraft noise compared to 18,000 more at Gatwick, and that a new 
runway at Heathrow would result in upto 140,000 more people experiencing significant levels 
of noise than would be the case if no new runway is built there. 

Sir Howard also makes it clear in his letter that the Commission has relied on the net noise 
effects. In other words, it has given equal weight to populations ‘newly exposed’ and those 
‘newly removed’.  Even if the overall approach to noise assessment taken by the 
Commission was correct (which it is not) there is overwhelming evidence to show that 
people newly affected by noise react much more strongly that those who benefit from some 
relief.  We are consequently of the view that the Commission has attached importance to the 
wrong factors. 

It would be impossible to argue, on the basis of the numbers set out above, that choosing 
Heathrow aligns with Government policy of, where possible, minimising the number of 
people affected by noise. The Commission and Sir Howard should have drawn the clear and 
obvious conclusion that Gatwick aligns best with the Government’s policy on noise and the 
Heathrow options do not.  Instead, the Commission concludes very large number of people 
affected by noise newly from Heathrow with a third runway (even if these who benefit are 
netted off) should not be regarded as a major issue. 

 

Conclusion 

The Commission’s central argument is that the economic advantages of Heathrow are 
sufficient to outweigh its environmental costs and risks.  We consider that the issues we 
have set out in this paper indicate that the Commission has overstated the economic 
advantages of Heathrow and underplayed its environmental impacts.    

The Commission has joined Heathrow in suggesting that there is no need for the 
Government to make a U-turn, as they are advocating a different Heathrow scheme from 
that put forward in 2009. We accept that the latest scheme is different but, as we showed in 
our Areas of Concern document, in many material respects it is clearly worse from an 
environmental point of view than the scheme that the Coalition Government rejected in 2010.  

It is our contention that the real reason a U-turn can be avoided is because, on the basis of 
the Commission's own evidence base, Gatwick is the best choice for delivering the runway 
capacity the country needs at a financial and environmental cost that it can af ford. 


