
 
 

 
 
Airports Commission 
6th Floor 
Sanctuary Buildings 
20 Great Smith Street 
London SW1P 3BT 
 
28 August, 2013 
 
Dear Sir 
 
 

RESPONSE FROM THE UK AIRPORTS GROUP TO THE AIRPORTS 
COMMISSION’S REQUEST FOR PROPOSALS ON ‘INTERIM MEASURES’ 
AND VIEWS ON DISCUSSION PAPER NO.4 CONCERNING HUB 
OPERATIONAL MODELS. 
 

 
Introduction 
 
1. This is the fourth submission from the group of  regional airports from across the UK 

who have come together under the umbrella name - the ‘UK Airports Group’ (UAG) for 
the purpose of responding to the Airports Commission’s Discussion Papers and Calls for 
Evidence. The membership of the Group remains broadly as before, but there have been 
some minor alterations as a result of recent changes to the ownership and/or 
management of some of the airports concerned. The airports forming the UAG are 
principally those serving regions requiring direct air services to provide links to their 
communities, and in turn, those services provide vital social links as well as a positive 
economic impact to the regions. Once again, the UAG ask the Commission to engage in 
an open discussion with the CEO’s of the UAG so that the group may present the 
evidence provided within this and other submissions, so central to discussions regarding 
a London hub system. 
 

2. Regional & City Airports Management Ltd (RCAM) has recently been acquired by 
Patriot Aerospace as part of its acquisition of Exeter International Airport from Balfour 
Beatty Capital. RCAM now manage Exeter and Coventry Airports and Cardiff Heliport on 
behalf of Patriot, but also have on-going management contracts with Balfour Beatty 
Capital for Blackpool and Derry City Council for City of Derry Airport. RCAM remain a 
member of the group and thus the total number of airports represented by UKAG has 
risen to 20, the others continuing to be: 

 

 Peel Group (Durham Tees Valley and Doncaster Sheffield Airport) 

 Highlands and Islands Airports (Inverness, Dundee, Sumburgh, Kirkwall and 6 other 
airports in the Highlands and Islands of Scotland) 

 Infratil Airports Europe (Prestwick International Airport) 

 Norwich Airport 

 Newquay Cornwall Airport 



 Gloucestershire Airport 
 
3. The forgoing amount to 14 principal airports (and a further 6 minor ones in the 

Highlands and Islands of Scotland), all of which formally report to the CAA.  
 

4. The aim of the Group is to provide a co-ordinated voice for smaller airports outside 
the South East serving a mix of second and third tier regional cities, less densely 
populated and more peripheral areas of the UK. These airports and their stakeholders 
are concerned that their interest in the Commission’s work might otherwise be 
overlooked. The Group does not include, therefore, airports from within London and the 
South East region, or any airport whose throughput exceeds 2 million passengers per 
annum.  
 

5. As indicated in our other responses to date, our submissions are intended to reflect 
the collective view of the members of UAG, but in the event that there are differences of 
opinion on key issues, we will endeavour to make those clear. I would also ask you to 
note, as we again made clear in previous submissions, the Group’s collective 
representations do not foreclose individual members of the Group, and/or their local 
stakeholders, making their separate submissions to the Commission on specific issues 
which are of particular concern or importance to them, or engaging in direct dialogue 
between the Commission or its Secretariat. 
 

6. This document represents, therefore, the Group’s submission to the Commission on 
both Interim Measures and Discussion Paper No 4 On Hub Operating Models. We will be 
evaluating over the next few weeks whether Discussion Paper No 5 on noise is relevant 
to the Group’s interests and of course are keen to participate in the planned public 
consultation in September on the draft Interim Report. 

 
 

Delineating A Role for Smaller Airports Outside the South East 
 
7. First and foremost, we are keen to establish in the minds of the Airports 

Commissioners the notion that as a generic group smaller airports outside the South 
East (i.e. those with less than 2mppa), have the potential to form an important 
component of an integrated package of policy measures designed to offer an holistic 
approach to resolving the core issue they have been asked by Government to 
investigate, notably how best to tackle short and longer term airport capacity 
constraints in South East of England. With this in mind, we would like at the start of this 
submission to highlight the following strategic considerations: 

 
a) Given the right fiscal and policy environment, the passenger demand smaller airports 

outside the South East could cater for is material. As our own demand forecasts 
indicate (shown in Figure 1 for convenience)1, if Humberside and Cardiff are included 
alongside UAG airports, then as a collective group airports currently with less than 
2mppa could be handling between 7.25-14.5m passengers in 2030 and 10.0-32.5m in 
2050. The corresponding ‘central’ case forecasts are 10.75m and 19.5m respectively, 
against a base line in 2012 of 5.75m. 

 

  This would represent incremental traffic volumes amounting to 5mppa in 2030 – 

                                                        
1 UAG (2013): Response to the Airports Commission’s Call for Evidence on Demand Forecasting 



the equivalent of 5% of the additional traffic that the latest forecasts by DfT2 
suggest will arise in the UK within that timescale under both their Unconstrained 
and Maximum Use scenarios. By comparison, our forecast of 15mppa (or under 
the most optimistic of our projections 25mppa) of future demand being met by 
2050 at smaller airports outside the South East, equates to 7.5-10.0% of projected 
growth in UK air travel by that date. 

 

   In terms of runway capacity, 15-25mppa represents the equivalent of between 
one half and one full close parallel runway. Implicitly, that capacity if provided at 
smaller regional airports outside the South East would not then need to be 
provided at existing large South East airports in order to meet projected UK 
demand nationally. 

 
Figure 1: Demand Forecasts for UAG and Larger Regional Airports 

 
 Source: UAG Response to Discussion Paper 2 on Demand Forecasting 
 

 
b)    UAG believes smaller airports have the big advantage of being able to offer local, 

quick and convenient connectivity for both domestic and a limited range of 
international journeys, which in the great majority of cases surface modes will 
struggle to match. In the case of travel to London or a South East hub airport, that 
connectivity is essential if the economies of their local catchment areas are to have 
competitive access to the UK’s largest regional economy and to the EU and wider 
global markets. This means, however, that the availability of capacity at London’s 
principal airports is critically important to the operators of smaller airports outside 
the South East, and to the medium-sized cities and sub-regional or peripheral 
economies they serve. 
 

c)    Airports such as those in UAG also provide a home for a large volume of non-

                                                        
2 DfT (2013): UK Aviation Forecasts 



scheduled, non-passenger related aviation activities that it would otherwise be 
physically impossible and certainly not cost effective to accommodate at larger 
regional or major South East airports. These activities include: MRO - deep 
maintenance, conversions, re-sprays and aircraft recycling; other aerospace activity 
requiring airside access; commercial aircraft training and testing flights; military, 
emergency services, aero-club and other General Aviation activity; diversions – PIK is 
regularly used for this purpose and is the back-up facility to STN for terrorist 
incidents; aircraft storage; museums and air shows. 
 

d) UAG airports are frequently significant employers in their own right and a focal point 
for clusters of economic activity within their local economy - sometimes directly 
related to aviation as in (b) above - in other cases not. By adopting an approach for 
dealing with current and prospective capacity shortages in the South East which 
avoids relying solely on a ‘centralising’ strategy in which London airports get ever 
larger at the expense of airports elsewhere in the UK, the Commission can help to 
maintain and enhance the economic contribution of small and medium sized 
regional airports in other parts of the country and avoid the need for large scale, and 
environmentally damaging runway developments across the South East. 

 
8. In other words, as represented collectively by UAG, airports with less than 2mppa 

outside the South East of England together form a sizable group of stakeholders 
(especially when the support of their LEPs, Chambers of Commerce and local authorities 
are taken into account), with a direct interest in the outcome of the Commission’s work. 
Given that their catchments cover around half the UK’s land mass, a quarter of its 
population and include some of the UK’s most important and rapidly growing cities, we 
are anxious to ensure their potential contribution to the South East’s future airport 
capacity requirements is fully and properly reflected in the Commission’s deliberations, 
and not over-looked as it might be easy or tempting to do given the scale and 
complexity of the task the Commission faces. 
 

9. At its simplest, we want to get across the idea that if most of the air travel required by 
businesses and populations outside the South East could be provided directly (or more 
likely indirectly via a hub), from their local airport, then not only would this allow a 
significant proportion of the UK’s connectivity requirements to be met at facilities 
located well away from London’s congested airports, but it would also satisfy 
consumer’s clear preference to use their local airport wherever this is practical3. As the 
CAA highlighted in CAP 775 there has been: 

 
“… a shift in the nature of demand as passengers realise that flying from their local 
airports was now a possibility …”, and that this has resulted in  
“… a change in travel patterns as passengers to and from points outside London are 
using regional airports rather than having to travel to London”4 

 
10. The concept of ‘flying local’, has made an indelible imprint on Government aviation 

policy over the last ten years under both administrations, not least because:  
 

 all evidence points to it being what passengers prefer (other things being 
equal),  

                                                        
3 CAA (2011): Consumer Research  
4 CAA (2007): CAP 775 – Update on Regional Airports  



 it is good environmentally as it reduces surface access journey lengths that 
passengers would otherwise be forced to make  to hubs,  

 it avoids the environmental and negative passenger experience issues 
associated with congestion at major airports, and  

 it has had cross-party support.  
 
 

11. Indeed, the principle was re-iterated again in the recently published Aviation Policy 
Framework (APF)5, which provides the context for the Commission’s work: 

 
“The Government recognises the very important role airports across the UK play in 
providing domestic and international connections and the vital contribution they can 
make to the growth of regional economies. For more remote parts of the UK, aviation is 
not a luxury, but provides vital connectivity.” (Para 1.21) 
 
“Airports in Northern Ireland, Scotland, Wales and outside the South East of England also 
have an important role in helping to accommodate wider forecast growth in demand for 
aviation in the UK, which could help take some pressure off London’s main airports. The 
availability of direct air services locally from these airports can reduce the need for air 
passengers and freight to travel long distances to reach larger UK airports.” (Para 1.23) 

 
12. We should be grateful, therefore, for confirmation that the Commission is fully 

cognisant of this imprimatur, supports the principle of a ‘fly local’ approach and is taking 
a wide-ranging view of how best to improve aviation connectivity across the UK as a 
whole, including the important part that smaller regional airports such as those 
represented by our Group can play. Moreover, that the measures that are needed to 
enable them to do so will be reflected in its December Interim Measures Report. 
 

13. In this context a key recommendation we would like to see the Commission make to 
Government is that a ‘pro-active’ policy designed to deliver enhanced connectivity 
expeditiously, not just within the South East but in other parts of the country as well, it 
should put in place as soon as possible6. And so while the warm words in Chapter 1 of 
the APF on connectivity, including the sections on Public Service Obligations (PSOs) and 
Route Development Funds (RDFs)7, are to be welcomed, they remain somewhat insipid 
in the absence of any real commitment from Government to take concrete action, 
something which subsequent discussions with DfT lead us to believe is likely despite the 
clear call for action provided by the Chief Secretary to the Treasury in his Oral Statement 
of 27 June8. 

 
14. A formula is needed, therefore, to enable those parts of the country that need 

better air services to London and to other hub airports capable of offering attractive 
connections to a wide range of outbound business destinations and inbound tourism 
markets, to secure them quickly.  Without such positive action we fear that our host 
cities/regions and we, face a further 10-15 year wait before these economically 
critical links are put in place. Even worse for UK plc, that some airports may not be 
around to serve their communities by the time they get around to providing the 

                                                        
5 HMG (2013): Aviation Policy Framework, CMND 8454 
6 As opposed to an essentially passive one set out in the recent Aviation Policy Framework 
7 HMG (2013): Ibid (Para’s 1.25-1.32 and 1.60)   
8 Chief Secretary to the Treasury (27 June 2013): Oral Statement to Parliament – Investing in 
Britain’s Future 



capacity. We return to the root cause of this of issue, namely Government 
indifference and inertia, and how it should be tackled later in this submission. 

 

 

 

 

Short and Medium Term Measures 
 
15. Turning to the substance of this response, it is useful to refer to the Commission’s 

original guidance note on submissions9, which helpfully recognized that: 
 
“Whatever our conclusion on the UK’s long-term needs, any significant new capacity will 
take several years to deliver. Making the best use of the UK’s existing infrastructure is 
therefore essential to minimizing any negative impacts of potential capacity constraints 
upon the UK’s economy in the interim period.” 

 
16. It goes on to state that consequently, “….. a strategy for improving our use of 

existing capacity” would be an important precursor to their long term 
recommendations and that the Commission’s aim is to identify a wide range of 
issues/measures that will be relevant in developing a strategy for the short-medium 
term, including a number which we believe are particularly relevant to the 
representations UAG wish to make in this submission, namely: 

 

 “the amount of additional traffic capacity likely to be provided; 

 the timescale within which additional traffic capacity may be available; 

 overall benefits to the consumer and to the UK economy, particularly in terms of   
increased connectivity; 

 cost implications, including for air passengers and freight users, the aviation industry 
and the UK taxpayer; 

 alignment with local economic growth and regional development strategies; 

 the potential need for new surface transport infrastructure and the implications for 
existing surface transport networks; 

 any legal (UK or EU) or technical barriers to implementing the proposal and whether 
these can be overcome; and 

 alignment with longer term options.” 
 
17. The sub-sections which follow, therefore, set out UAG’s views on the components 

of a strategy that are needed to enable smaller airports outside the South East of 
England to make as full a contribution as possible to meeting the UK’s aviation needs 
in the short and medium term and so help ensure that all parts of the UK derive 
benefit from the Airports Commission’s work and the investment which will follow 
its recommendations. 

 
Recognising the Significance of Differential Accessibility 
 
18. Although the UK is considerably smaller geographically than its peer economies in 

Europe (i.e. Germany, France, Spain, Italy and the Scandinavian bloc), its peripheral 
position as an island located on the Atlantic fringe of Europe and its elongated 
physical configuration makes accessibility between both: 

                                                        
9 Airport’s Commission (2013): Guidance Document 01: Submitting evidence and proposals to the 
Airports Commission 



 

 the UK and its principal trading partners in the Single Market, and between 

 the engine of the national economy in London and the South East and those parts of 
the country which are located at some distance from it, 

 

 a significant impediment to economic growth and a material contributor to the 
differential economic performance that, despite numerous Government regional 
policy initiatives over the years, continues to persist between the globally important 
economic mega-region10 focused on the Capital and the rest of the UK.  

 
19. This places a premium on the quality of air links, as a key determinant of regional 

competitiveness, because for many parts of the UK the absence of acceptable (let alone 
equitable) surface transport alternatives offer journey times that create a real barrier to 
conducting business in both the UK’s and Europe’s biggest markets. A good illustration 
of this geographical reality is that in 2010, 88% of all non-road journeys between 
Inverness-London journeys were made by air. 

 
20. Table 1 below, shows the surface travel times to London’s three largest airports. 

Travel times by road, rail and ferry to major cities in Europe will take even longer.  

 
Table 1: Mileage and Road/Rail Times 
to London Airports     

AIRPORT LHR LGW STN 

INVERNESS 563 600 541 

road 10:10 10:46 10:29 

rail 09:11 09:18 09:22 

DUNDEE 467 504 445 

road 07:58 08:35 08:18 

rail 07:25 07:34 07:37 

PRESTWICK 415 452 393 

road 07:05 07:42 07:25 

rail 07:09 07:16 07:44 

NEWQUAY 263 265 322 

road 04:45 05:15 05:42 

rail 05:48 06:27 07:02 

BLACKPOOL 236 274 246 

road 03:58 04:35 04:19 

rail 04:52 04:57 05:27 

DURHAM TEES VALLEY 254 292 227 

road 04:26 05:03 04:14 

rail 04:11 04:20 04:15 

DONCASTER SHEFFIELD 175 213 141 

road 03:05 03:41 02:45 

rail 03:10 03:02 02:23 

HUMBERSIDE 206 244 153 

road 03:30 04:06 03:05 

rail 03:51 03:58 03:29 

                                                        
10 Peter J. Taylor and Kathy Pain (2007): Polycentric Mega-city Regions - Exploratory Research from 
Western Europe; The Healdsburg Research Seminar on Mega-regions. 



EXETER 152 179 214 

road 03:01 03:27 04:01 

rail 03:25 03:56 04:12 

NORWICH 144 152 87 

road 02:48 02:58 01:53 

rail 03:08 03:10 02:00 

GLOUCESTERSHIRE 97 135 138 

road 01:55 02:32 02:42 

rail 02:40 03:11 03:48 

CITY OF DERRY (EGLINTON)     

flight only       

Source: AA route planner     

National rail enquiries: fastest time   
 
21. Table 2 provides further perspective on this important issue by analysing the next 

nearest airport to members of UAG which provides good quality access to one or more 
hubs, as measured by the metric of six daily services. 

 

Table 2: Travel Times Excluding Second Tier Regional Airports 

Regional Airports with Less 
than 2mppa 

Time to 
Regional 

Airport with 
Direct 

Connection 
to HUB 

Nearest Airport with 6 
Fights Per Day or More 

to Hub 

PRESTWICK 00:51 GLA 

DURHAM TEES 01:02 NCL 

BLACKPOOL 01:04 MAN 

DUNDEE 01:19 EDI 

DONCASTER SHEFFIELD 01:40 MAN 

CITY OF DERRY 01:41 BHD 

GLOUCESTERSHIRE 02:00 LHR 

INVERNESS 02:19 ABZ 

NORWICH 02:44 LHR 

EXETER 03:10 LHR 

NEWQUAY  04:47 LHR 

Airports not in UKAG   

HUMBERSIDE 02:00 MAN 

CARDIFF WALES 02:27 LHR 
 Source: AA Route Planner and consultants analysis 

 
22. Only Prestwick amongst the airports listed has another airport within a one-hour 

surface travel time offering a good level of service to a hub (or hubs) with global reach. 
Five have alternatives between 1-2 hours away, a further five are over two hours distant 
while the far South West of England is the worst connected as Bristol does not reach the 
required threshold for good global connectivity, placing the onus on Heathrow - over 3 
hours away – to be region’s principle global gateway. By comparison, none of the cities 
and sub regions within the South East of England face this poor quality of global 
connectivity, with the possible exception of East Kent which is 1hr 45 minutes from 
Gatwick, and an hour and a half drive from a range of connecting flights available from 



London City. 
 

23. Our message to the Commission, therefore, is that although your focus is 
understandably on the huge challenge of trying to build a consensus around a short, 
medium and long term strategy for airport/hub capacity in the South East, it is crucial 
that this does not cause you to overlook the arguably even bigger connectivity 
challenges facing the many medium sized cities and sub-regions of the UK that do not 
have access to the fast rail links to Europe and air networks that the South East’s 
airports already offer. And yet if they are to remain economically competitive in the 
context of increasingly international markets for their manufacturing products and 
service offerings, they need similarly high quality access to European and global trading 
partners to place them on at least something approaching a level playing field. Since 
most of the UK’s more peripheral sub regions and medium sized cities do not have the 
density of traffic to support the range and frequency of direct air services required to 
compensate for their peripherality, or even in some cases to sustain access to one or 
more alternative European hub airports, for most of them this makes good access to a 
hub airport in London which can offer this, critically important. 

 
24. For most of UAG’s members and their key stakeholders, but particularly those in 

Scotland, Northern Ireland, the far South West and the North of England, this is a 
critically important problem to which the Commission’s work would ideally recommend 
a solution that: 

 
i. acknowledges the real constraints to economic activity imposed by the 

alternative surface travel times shown in Table 1; and 
ii. helps to facilitate the re-balancing the UK economy geographically and 

sectorally by having regard to the fact much of UK manufacturing is 
dependent on overseas markets and is located outside the South East. 

 

Why is Air Access to London and Its Hub Airport is So Essential? 
 
25. Many UK regions, particularly those at some geographical distance/travel time from 

London, have watched with increasing frustration as CAA and to a lesser extent DfT have 
propounded an analysis of regional access over the last 10 years that has tried to ‘talk-
up’ the value of European hubs as an acceptable alternative to Heathrow or Gatwick for 
those part of the UK seeking access to a wider route network. The growth in the number 
of UK regional airports with services to Amsterdam is often cited as evidence to support 
this argument.  
 

26. UAG’s recognizes that Amsterdam is currently offering an extremely valuable 
connecting point for many smaller regional airports in the UK, and that for some like 
Norwich and Durham Tees Valley it already plays, and will continue to do so, a critically 
important role. However, we are also firmly of the view, that it would be unacceptably 
remiss of Government to base its regional air access policy on the assumption that the 
quality of access currently available to Amsterdam will be maintained in perpetuity, just 
as it would be for Government to ‘outsource’ most its strategic energy supply lines to 
third party countries or companies over which it ultimately has little or no control. It is 
inevitable that Schiphol will one day also face the same capacity pressures as those 
experienced today at London’s major airports. At that point Air France-KLM will begin to 
rationalize their European network placing question marks over the future of more 
marginal regional routes from the UK. This scenario may not be imminent, but it also 



cannot be that far away; its proximity would certainly merit investigation by the 
Commission. 

 
27. Moreover, there is already evidence that the Sky Team Alliance is beginning to use its 

networks out Amsterdam and Paris to focus on different mid and long haul markets 
rather than continue to duplicate them. Consequently, a UK regional airport will 
eventually need services to both hubs to ensure it can offer access to a full range of 
global destinations. 

 
28. An even more important consideration for some of our airports and regions is the 

point-to-point market to London. Most UK regions are located more than 2-3 hours 
travel time away from London; consequently there is, and will remain, a substantial 
point-to-point market to the Capital as for them it represents an important destination 
in its own right. However, this has the additional advantage that it also helps to 
underpin the demand for services from transfer passengers by supporting higher levels 
of frequency. In most cases (though we recognize, not necessarily all), the overall size of 
the air market to a London hub will be much larger than it is to competitor hubs in Paris, 
Amsterdam and Frankfurt. This is an important consideration, because the ‘connectivity 
quotient’ of a hub (a key measure of its quality and economic value), is not simply a 
function of the range of onward destinations it serves, or even the frequency of service 
on those routes; it is just as importantly related to the number of times a day the hub 
can be accessed from the originating regional destination. So for example, one flight a 
day will be far less satisfactory in terms of the number of onward connections 
facilitated, than if there were a daily morning and evening service, or better still three or 
more frequencies per day. 
 

29. So for example, as Figure 2 demonstrates, even though Amsterdam has a much 
greater range of onward destinations and frequencies than London Gatwick, for 
passengers from Inverness, Gatwick offers a higher connectivity quotient than 
Amsterdam because there are four inbound services a day to Gatwick as opposed to 
one from Amsterdam – or at least there are prior to the withdrawal of Flybe’s 
services which also benefitted from code-share deals that offered ‘on-line’ interline 
connections. Reliance on reduced easyJet only frequencies to Gatwick from March 
2014 onwards, will have a major impact on Gatwick’s connectivity for passengers 
from Inverness and securing a second daily service to Amsterdam could overturn 
the current balance of Connectivity in its favour. 

 
Figure 2: Connectivity Quotients at Airports Served from Inverness in 2011 



 
 Source: HITRANS and Nestrans (2012): Air Links to London from the North of Scotland 

 
30. The optimum service configuration for UK regions that remain heavily reliant on hubs 

for their outward facing connectivity, is three services or more services a day into the 
hub that has the strongest underlying point-to-point market. A network that matches 
the needs of the cities/region concerned economically (e.g. trading partners and 
inbound tourism markets), in terms of numbers of destinations/hubs served and 
frequencies on offer, is also an important consideration. Notwithstanding the arguments 
that are being made by other, mainly South East based consultees, about the need for 
priority to be given to enhanced connectivity to BRIC countries and other rapidly 
expanding economies, the fact is Heathrow’s long haul network to North America, the 
Middle East, India and major European business centres is substantially better than any 
of its European hub competitors. This is why Heathrow today, or in the context of the 
Airports Commission’s Hub Operation Models paper - a single large London hub - is such 
a desirable, indeed essential, connection for most UK regions to have access comparable 
to that enjoyed by businesses and residents located in the South East. 
 

31. Of course, Heathrow’s current slot position means few of them can secure the access 
that is so desirable, and those that do tend to be larger ‘Core’ cities that also have access 
to alternative hubs (in Europe, the Middle East or North America). This is why addressing 
this fundamentally important ‘market failure’, the direct consequence of central 
Government inactivity, is a matter of concern to so many UK sub-regions and has been 
for the last 10-15 years since it was first highlighted by the then Transport and Regional 
Select Committee in 199811. 

 
32. These strategic considerations, lead us to the view that ‘pro-active’ Government 

action is required to ensure that there is a UK ‘national’ hub (or hubs), to which all 
airports serving core and medium sized cities and the less densely populated peripheral 
regions can have ‘guaranteed’ long-term access. We accept that this might be better 
provided by rail access if the local airport is less than 3 hours away from the designated 
hub as measured by ‘median’ (not fastest) surface travel times, and inclusive of 
interchange penalties for rail connections. Failing that, an air link should be provided 
from the nearest airport able to serve the needs of the catchment area. 

                                                        
11 Transport and Regional Select Committee (1998): Eighth Report of 1998-99 session - Regional 
Air Services Volumes I/II; HC 589 I/II 



 
33. Over the last 15 years the exact opposite of this has been is happening, with regional 

services to Heathrow and Gatwick being squeezed out as result of the capacity shortages 
and rising airport charges. Figure 3 shows that although the total numbers of regional 
cities with air links to London rose during the 1990s, peaking around 2005-06, by 2012: 
 

 a number had lost their air links altogether (eg Durham Tees Valley, Leeds Bradford, 
Liverpool, Plymouth and Prestwick); 

 others have seen frequencies squeezed or access focused on one airport only (eg 
Glasgow, Edinburgh, Manchester and Newcastle); while others still have had;  

 their links down-graded by a move from Heathrow to Gatwick (eg Inverness, 
Newquay Cornwall, the Isle of Man and the Channel Isles). 

 

 

 

 

 

 

 

 

 

 

Figure 3: Number of UK Regional Cities with Air Links to London (1991-2012) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Consultants Analysis 

 
34. If further evidence were needed of this, ‘anti-regional’ trend at London’s two largest 

airports, it was provided by: 
 



 the sale of bmi to BA in 2012, which reduced frequencies to the regional cities bmi 
formerly served (despite the intervention by the European Commission saving at 
least some of the frequencies it operated by allocating them to Virgin red). 

 Flybe’s announcement in May 2013 that it was selling its slot portfolio at Gatwick to 
easyJet threatening links to Inverness (since retained by easyJet but with lower 
frequency), Newquay, Isle of Man and into Gatwick from Newcastle. 

 
35. The effect of is that the regional spokes are slowly but surely being disconnected 

from the two airports in the UK that offer any material hub capability (even taking 
into account at Gatwick this will increasingly be of a self interlining nature facilitated 
by the airport), and the important onward connectivity they provide. As many 
respondents to DfT’s consultation on its draft APF stressed: 
 
“….. continued connectivity to London airports is essential to regional economies and to 
national cohesion.” 
 

36. Indeed it is notable that DfT’s summation of submissions to its Draft Aviation Policy 
Framework, published in July 2012. We think paragraph 35 of this report is particularly 
pertinent to our primary concerns: 
 
"A clear majority of respondents said that it was important to maintain domestic services 
into London airports, particularly Heathrow, in order to: attract foreign investment into 
the regions; improve local economies; provide vital connectivity to remote regions 
otherwise un-served, or poorly served by public transport links; and facilitate inbound 
tourism and visits to friends and relatives.  

 
37. We suspect this issue was similarly highlighted in responses from regional 

stakeholders to the Commission’s Discussion Paper on ‘Aviation, Connectivity and the 
Economy’ and will be again in responses to Discussion Paper No 4 on Hub Operating 
Models. 

 
38. And so, while we welcome the recognition the Government gave to these views in the 

broadly supportive text in the final version of its Aviation Policy Framework, it is also 
clear to UAG’s members and supporters that if the UK’s aviation policy, as finalised in a 
future National Policy Statement, is to be inclusive and relevant to all parts of the United 
Kingdom then the Commission must explicitly recognise the fundamental significance of 
this critical dynamic when taking forward its work. Failure to do so would mean slipping 
into a South East centric approach to airport capacity issues that will not meet the 
economic needs of the UK as a whole as its remit calls for. 

 
Supporting Enhanced Strategic Connectivity to Medium Sized Regional Cities and 
Peripheral Parts of the UK 
 
39. If the substance of this argument is accepted, and the case for internalising rather than 

outsourcing strategic connectivity is recognised, then the issue becomes how best to 
deliver this objective quickly and coherently? In this particular case, we do not believe 
secondary slot trading or allocative efficiency are the most appropriate policy response. 
Indeed, these so-called ‘market mechanisms’ lie at the heart of the problems UAG 
members, and the cities and sub regions they serve, have in gaining access to a UK hub. 
Effectively it is the failure of Government to ensure that South East airport capacity 
remains in line with demand that has created surplus market rents or premiums, which 



through no fault of their own, is denying them access to the national hub (or hubs) that 
they so badly need. 

 
40. While we understand that the Government would not admit to this publicly, since to do 

so would be to lay bare the failing of its Airport policy, the time has now arrived for 
something more than words to be offered. We accept that any new South East runway 
capacity is unlikely to be in place before 2025 at the earliest and that consequently 
addressing the problem of strategic connectivity for those parts of the UK that presently 
do not have access to a UK Hub by ‘ring-fencing in perpetuity’ the 100 pairs of slots we 
estimate are needed, is unlikely to be a priority until this is achieved. The issue then 
becomes what can be done in the interim? 
 

41. First and foremost, we do not believe HS2 is, or will ever be, the answer for most of the 
cities and regions represented by our members, even if it were to be ‘directly’ 
connected to the UK’s designated national hub airport(s) (and at present that seems 
unlikely), for the following reasons: 

 

 The North of Scotland, Northern Ireland and far South West of England will gain little 
if any benefit in journey time reductions to London from its construction. 

 For the Lowlands of Scotland the material benefits of the project are 20 years away, 
whereas the hub access crisis already exists. 

 HS2 is being designed to link the major Core cities in the Midlands, North West and 
Yorkshire to London, not the small secondary cities or more peripheral regions UAG 
members serve. 

 It seems unlikely that either HS2 or existing classic HSR services will offer direct 
connections to a UK hub, thus imposing material interchange penalties for rail based 
journey from UAG member regions (especially in the absence of a London terminus 
based connection to CrossRail), that would make rail access far less attractive to 
interlining passengers than provision of fast check-in and minimum hub connect 
times of 30-40 minutes. 

 
42. The Chief Secretary to the Treasury’s recognition in June that: 
 

“….. we also need to think of the remote parts of the UK that HS2 won’t reach …”, that  
 
“Air connections are crucial to those regional economies” was very welcome, as was his 
in-juncture to the Commission that he:  
 
“…. will look forward to Howard Davies’ report into this, and other aviation issues”12 
 
and places the onus publicly on the Commission to address its implications. 

 
43. With the cost of HS2 now put at over £50 billion (if rolling stock is included), it begs the 

question what are the taxpayers in medium-sized cities and peripheral regions who are 
helping to fund it getting in return. UAG believes that a combination of the following 
Interim Measures, if included in the Commission’s report to Government this December, 
would start to offer some redress: 

 

                                                        
12 Chief Secretary to the Treasury (27 June 2013): Ibid 



a) A small number of targeted PSOs of the kind foreshadowed in the Chief Secretary to 
the Treasury’s statement: 

 
“To help maintain those connections, I can announce today we will be providing £10 
million a year for a new Regional Air Connectivity Fund.”13 

 
b) The introduction of Traffic Distribution Rules at Heathrow to exclude dedicated 

freighters, Business Aviation movements and cap frequencies on air services to cities 
such as Paris, Brussels, Amsterdam and Dusseldorf that enjoy high levels of 
frequency and the prospect of good high speed rail links to London, with some of 
the resultant slots reserved through PSOs for air access to UK regions that are not 
currently connected to Heathrow or Gatwick. 

c) Route Development Funds (RDFs), in line with EU regional Guidelines on start-up aid, 
to help secure enhanced intra EU access, particularly to non-UK hubs.  

d) The introduction of differential APD tariffs at airports with less than 2mppa, paid for 
by increased tariffs at Heathrow and Gatwick (see relevant section below). 

e) A fund for small-scale surface access improvements at airports with less than 2mppa 
(both within and outside the South East); and 

f) A range of measures to help improve the long-term commercial sustainability of 
regional airports with less than 2mppa (also see relevant below). 

 
44. We are certain that a package of measures of this kind would not only be effective but 

would also not require on-going subsidy. Many if not all the routes to London that might 
be guaranteed by a PSO are likely to be commercially viable. The Differential APD 
proposals would be ‘revenue neutral’ as would the measures to help the long-term 
commercial sustainability of small regional airports. It therefore provides a well-targeted 
and low cost solution to the important problem of geographical remoteness and poor 
surface connectivity, which the population and economies of peripheral regions such as 
the Highlands face. The Route Development and surface access funds would be time 
limited and modest. Therefore, the only potential exposure to substantive costs would 
arise if the imposition of TDRs required compensation, and that is far from clear. But 
even if it did, given the priority the UK Government has given to re-balancing the 
economy, encouraging private-led investment and securing access to fast-growing 
emerging economies to increase export volumes, relative to other measures the 
Government is taking to stimulate regional growth, this would remain a very modest 
intervention. 

 

Public Service Obligations (PSOs) and Traffic Distribution Rules 
 
45. The Airport Policy Framework indicates that the Government: 
 

“….. will be inclined to support applications by devolved and regional bodies to establish 
Public Service Obligations (PSOs) that comply with the specific PSO conditions within EU 
law, where necessary to protect services between other UK airports and London”14 

 
46. Whilst this amounts to a welcome change of approach compared to the very narrow 

and restrictive interpretation of the EU PSO Regulation adopted by DfT in its own 2006 
PSO Guidelines, we do not agree with the Government’s view in paragraph 1.28 of the 
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APF that: 
 

“the current EU slot allocation regime stipulates that PSOs should be justified by 
economic need, which is more likely to be based around linking cities and regions, rather 
than specific airports”. 

 
47. The 2008 EU PSO Regulations are quite specific in allowing the nomination of specific 

airport pairs, and we see no justification from departing from that stipulation other than 
an ongoing desire by DfT to avoid the impositions of PSOs at Heathrow or Gatwick. This 
raises serious question marks over whether there is really an appetite to tackle the 
regional air access issue as brought to a head by Flybe’s decision to withdraw from 
Gatwick. Our suspicion is, the DfT is still succumbing to pressure from UK airlines 
(particularly BA and Virgin) to give preference to give new long haul routes if slots 
become available (or change hands), rather than to domestic services on which neither 
make any money, when other carriers have demonstrated they can if given the 
opportunity. This stance is understood to being given succour by CAA, whose continued 
use of a NPV based appraisal methodology, rather than one which gives appropriate 
weight to wider, but less easily quantified, economic benefits makes this outcome 
inevitable. This stands at odds with their advice to Government in the run up to the 
finalisation of the Aviation Policy Framework which: 

 
“For medium and long-haul routes, consumers should have access to … services from the 
UK to key global markets” 
 
“Recognising that some routes may only be commercially viable if operated from a hub 
airport, the Government should … facilitate successful hub operations in the UK. 
Consumers using other UK airports should have ‘single-stopover’ transfer access to the 
same key global markets.” 
 
“As a result, passengers in the UK regions will continue to need to use a transfer airport 
to access the majority of global destinations: either Heathrow, accessed by surface 
transport or a domestic flight, or a foreign airport.”15 

 
48. Because of this, we would request that the Commission consider asking Government 

to instruct CAA to update their appraisal methodology, and to undertake a review of the 
slot allocation rules that Airports Co-ordination Ltd use to allocated slots becoming 
available at Heathrow and Gatwick, so that domestic services are less disadvantaged. 
Failing that, as the Transport Select Committee’s recent report recommended: 

 
“In the short- term, the Government should investigate whether it would be possible—
within the framework of current European regulations—to protect slots at Heathrow for 
feeder services from poorly served regions.” (Para 96)16  

 
49. Looking to the longer term, and anticipating a new runway or runways being brought 

on stream to create (or free up) hub capacity at one or more London airports, we agree 
with the Transport Select Committees view that: 
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“Transferring through overseas hubs provides customers in regions outside the South 
East with connectivity that they cannot at present achieve through the capacity 
constrained UK hub airport. We hope that as capacity increases at the UK’s hub airport, 
connectivity between London and other UK regions improves.” 

 
50. The difference is that in our view, the Commission should be recommending to 

Government that it take appropriate steps to ensure this occurs and that 100 pairs of 
slots are reserved for regional airports that currently do not have access to them, or to 
enhance frequencies for those that do. This includes investigating the legal issues for 
allocating a tranche of slots for regional use, if necessary including consulting the 
European Commission, and then either taking powers for TDRs to secure this if a Hybrid 
Bill is used as the vehicle to secure delivery of new runway capacity, or by putting in 
place provisions for appropriate PSOs to begin when the capacity becomes available and 
be renewed on a four yearly basis. The Box overleaf sets out the basis we suggest is 
adopted for the allocation of those 100 pairs of slots: 
  
Regional Cities to be Reliant Upon Rail Connections 

 Birmingham 

 Bristol 

 Cardiff 

 East Midlands 

 Bournemouth 
 
Core City Airports with Existing Connections 

 Newcastle x6/day: Retained as Core City. 

 Leeds x4/day +1 = x5/day: Minimum for core city as rail time marginal. 

 Aberdeen x11/day: Air dependent route which needs competition. 

 Glasgow x7/day: Same as large UK core city. 

 Edinburgh x18/day -3 = x15/day: Frequency very high at the moment; aircraft size 
would rise as frequency declines to maintain ‘available seat capacity’. 

 Manchester x7/day: Rail offers marginal journey time so Minima reduced. 

 Belfast x10/day +1= x11/day: Same ABZ + allows for the introduction of competition 
on an air dependent route 

 
Sub Total: 62/day. 
 
Other Regional Airports without Existing Connections 

 Inverness x3/day 

 Dundee x3/day 

 Prestwick x3/day 

 Carlisle x2/day 

 DTVA x3/day (Darlington 3hrs 30 mins by train to LHR) 

 Blackpool x2/day 

 Doncaster Sheffield x3/day (Rail journey marginal 3hrs 10 to LHR) 

 Humberside x3/day (Rail 3.45-4.15 to LHR) 

 Liverpool x5/day (Rail 3.15-3.45 to LHR) 

 Norwich x3/day (NWI 3hr 10 to LHR by car) 

 Newquay x3/day 

 Exeter x3/day (EXE 3.00-3.30hrs to LHR) 

 City of Derry x3/day 



 Spare x2/day 
 
Sub Total: 38/day 
 
Grand Total: 100/day 

 
Route Development Funds 

 
51. The second Interim Measure we put forward in paragraph 41 to improve air 

connectivity from smaller regional airports outside the South East is the introduction of a 
Route Development Fund (RDF) for airports under 2mppa. Its primary purpose would be 
to focus on establishing new routes, or increasing frequencies, on existing routes, to 
other primary and secondary European hubs, other major European business 
cities/capitals and to inbound charter routes (in line with the recent approval given to 
just such a fund in Norway). 
 

52. In its recent report into aviation at the start of the 2013-14 Parliamentary Session, the 
House of Commons Transport Select Committee (TSC) set out its view that: 

 
“There is a potential role for local authorities and Local Enterprise Partnerships to ensure 
that there is robust research on demand for new routes and to ensure that this is 
communicated to airlines.” (Paragraph 88)17 

 
53. We warmly welcome the Committee’s proposal and are cognisant that the 

Government also appears to favour the general principle of public and private sector 
partners working together to improve air connectivity from regional airports, when it 
offers support to the concept of RDFs in its Aviation Appraisal Framework, which was 
published two months earlier18 (The Bold text is our emphasis): 

 
“Route Development Funds (RDFs) – a form of EU state aid – have previously supported 
the establishment of some new air services from airports in the UK. These included 
services supported by the Welsh Assembly Government from 2005 and the former North 
East Regional Development Agency from 2006. However, changes to the EU Aviation 
State Aid Guidelines, which came into force in autumn 2005, have significantly reduced 
the scope for RDF support. 
 
The 2005 guidelines impose significant restrictions on the levels of financial support and 
types of service that could be supported through RDFs. Essentially, they limit state aid to 
intra-EU services serving smaller airports and regions with low passenger demand, and 
mean that long-haul routes and services from larger airports outside the South East can 
no longer be supported. 
 
We recognise that the provision of start-up aid for new air services from airports 
outside the South East helps significantly towards improving connectivity and 
economic growth. The UK has highlighted to the European Commission concerns that 
the current guidance on start-up aid does not provide sufficient scope to support the 
establishment of routes from outer regions of the EU, including routes from within 
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Northern Ireland, Scotland and Wales. We will continue to press for more flexibility in 
the application of start-up aid that will help with the establishment of new services at 
airports outside the South East, where such aid would not distort competition.”. 

 
54. Since the APF and the TSC Report were published, the European Commission has gone 

out to consultation on draft proposals for revising the 2005 Guidelines, which include 
restricting start-up aid to airports of less than 5mppa, to intra EU routes and for a 
maximum of 2 years.19 Whilst we recognise that some larger regional airports that were 
former beneficiaries of the previous UK RDF regimes will be disappointed by these 
guidelines, we don’t see the Commission retreating on these parameters. 

 
55. Consequently, UAG group members, all of whom have passenger throughputs are less 

than 2mppa, strongly support the opportunity the EU Guidelines and the APF offers to 
develop RDFs. We would like the Commission, therefore, to use its Interim Measures 
Report to press the Government to take action, or invite LEP’s to bid for funding issue in 
its to Government as part of a package of initiatives that support the role of smaller 
regional airports outside the South East in helping to reduce some of the capacity 
pressures on the main London airports over the next 10-15 years. 

 
Airport Passenger Duty (APD) 
 
56. The third element of an Interim Measures package the UK Airports Group would like 

to see introduced is the introduction of a differential APD regime, either in favour of all 
regional airports or for airports of less than 2mppa at the beginning of each financial 
year. 

 
57. The impact of APD on passenger demand is related to the percentage of the total fare 

it comprises and therefore the extent to which its removal would effect net yields (i.e. 
profit per seat sold). On domestic and short haul routes all evidence points to the fact 
that relatively modest increases in the tax quickly impact on route viability route viability 
in the context of average fares per sector of £75-100 for domestic and £150-£200 for 
international. The literature on this is extensive and we do not propose to rehearse all of 
its findings here. Sufficed to say, the price elasticities by band provided in IATA 2011 
analysis20, which are set out below, equally suggest substantive reductions in the tax will 
have a significant upside impact on demand as evidenced when equivalent taxes have 
been eliminated or reduced in other EU countries, most notably the Netherlands and 
the Republic of Ireland. 

 
 Band A = 1.2 
 Band B = 0.92 
 Band C = 0.75 
 Band D = 0.72 
 Band B-D = 0.84 

 
58. In 2012, HMRC published its own report into the impact of introducing price 

differentials, such as those that might be created by the differential application of APD, 
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at UK airports21. This little publicized report draws upon analysis completed using DfT’s 
Aviation Model, the same model that produced DfTs 2013 aviation forecasts and which 
will be used by the Commission in taking forward its work. The report argues that 
because the model is designed to capture the key inter-relationships between demand 
at different airport, it is well suited to this work. However, it also is recognizes that, as 
with all models, it is a simplification of reality and can never capture the full complexity 
of the aviation sector and that as such, although specific changes in demand for 
particular airports are cited within the report to illustrate the potential effects, the 
emphasis of the project was therefore on finding consistent patterns of results across a 
range of price changes within each scenario.  
 

59. The scenarios examined included the effects of likely reductions in the rates of APD 
associated with devolution of the tax in Scotland, then separately in Wales, followed by 
various forms of increased rates of tax for Heathrow and Gatwick (whilst being mindful 
not to ‘price out’ regional access from these airports). What the report does not 
consider, is what many in the industry have been asking for some considerable time, 
namely either a removal of the tax completely or a combination of modest increases in 
the levels of tax at Heathrow and Gatwick, but combined with reductions at small and 
medium sized regional airports and/or other airports in the South East airport system.  

 
60. What the HMRC report does appear to tell us, however, is that because the size of the 

tax is quite small in terms of the total cost of a flight (including fare, cost of travelling to 
the airport etc.), even changes equivalent to doubling the tax at Heathrow and Gatwick 
have a relatively small impact on total demand. It is argued that this is because 
passengers would be prepared to accept higher prices to a certain extent, in order to 
travel from airports that offer them greater frequency and connectivity benefits. This 
means there is a high degree of price inelasticity at these two airports and the more 
modest increases in tax than those examined by HMRC would almost certainly result in 
there being little or no impact on passenger demand at either of them. 

 
61. Secondly, the model predicts that price increases at Heathrow and Gatwick may only 

result in a shift of passengers to other airports in ‘close proximity’, as passengers would 
still prefer to travel from the same area (i.e. the South East) to minimise any additional 
surface travel cost.  It also suggests suppliers would look to satisfy this demand by 
switching services to other airports nearby who are unaffected by the price increases 
and have the necessary spare capacity. While we think that these results are heavily 
influenced by the ‘spill function’ within the model, with demand being displaced as a 
result of ‘theoretical’ price premiums to the next nearest airport, there seems little 
doubt that if other airports within the South East, particularly those with spare capacity 
such as those in second tier at the outer edges of the region (e.g. Manston, 
Southampton, Southend) or just beyond (e.g. Norwich, Gloucestershire, Cambridge and 
Oxford), would benefit from the carrot and stick effect of a reduction in the level of APD. 
In our view, however, this would be less a function of spill traffic as assumed in the 
model, but of demand originating close to those airports being ‘clawed back’ by the 
resulting price differential. 
 

62. In the case of airports that are more remote from the South East, the spill function in 
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the model becomes increasingly diluted and uncertain, making it much less reliable as an 
explanatory mechanism. At these airports, we believe the generic behavioural response 
of a tax reduction will be to stimulate underlying demand as a result of fare reductions 
or airlines putting on more routes because they would be able capture some of the 
former tax pricing in higher yields. Most evidence on fare elasticities shows that it is the 
thinner more marginal routes from small regional airports that are more responsive to 
fare reductions than thicker more established routes at larger regional airports. 

 
63. With this in mind, and using a range of implied demand responses associated with 

reductions in APD derived from the HMRC report and other evidence2223, we have 
modelled the outcomes of a number of tax reduction scenarios against the central 
forecast we produced for the small airport sector outside the South East in our response 
to the demand forecasting discussion paper. The response is anticipated to take the 
form of an asymmetric increases in demand relative to assumed background growth 
over a 5-year period, peaking at between 5-25% in the year after the tax is reduced and 
rapidly declining thereafter. The results are shown in Figure 4 below, in the form of 
comparison against our previous long run forecasts. 

 
Figure 4: Changes to Small Airport Long Run Demand Forecasts from APD Reductions 

 
Source: Consultants Calculations 

 
64. The results are interesting and plausible in the context of an APD charge of £13 

representing 30% of Ryanair’s average short haul fare of £44 in 201224. The effect of a 
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indicates a price elasticity of -1.5 for NQY, resulting in potential demand reductions of around 25-
30% associated with doubling of APD, or increases of similar amounts if it were removed, but 
with none-core routes being more sensitive to any tax changes and therefore more likely to be 
subject to closure] 
23 Consortium of Scottish Airports (2012): The impact of APD on Scottish Airports 
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50% reduction in APD is to increase central case demand close to the previous high 
forecasts with elimination of the tax taking projected demand well beyond that to close 
to 18mppa by 2035, compared to 11.5mppa in the original central case.  
 

65. If we then compare these results against the pattern of demand at the same airports 
since 1997, as in Figure 5, it become clear that the central case forecast with APD 
will result in a long run demand outturn below the growth rates before the 
economic and low cost carrier boom for small airports between 2002-08; that a 50% 
reduction in APD would do no more than restore the long run pre-2002 trend-line; 
while eliminating APD would produce a long term outcome equivalent to 
extrapolating a mid point between pre 2002 and 2002-08 growth trends. 

 
  
 
 
 
 
 
 
 
Figure 5: Comparison with Long Run Trend Projections 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
66. There is therefore, no doubt in our minds, that APD has had a disproportionately 

adverse affect on small regional airports of less than 2mppa and particularly those 
outside the South East. Effectively, the tax itself, and particularly the ‘double 
whammy’ impact of the tax on both legs of domestic air travel have distorted the 
market significantly for these airports and the catchments they serve, not only 
because the impact is greater on more marginal services but because for many such 
airports domestic flying is a big part of their overall business. And this is now 
beginning to feed through into their commercial viability as we discuss later. 

 



67. While we reluctantly accept that the Treasury are unlikely to give up its APD 
revenue stream with the public finances as they are today, we would like to propose 
to the Commission that it supports a re-structuring of APD so that the revenue lost 
by reducing the tax for airports of less than 2mppa, is replaced by small incremental 
rises in APD at Heathrow and Gatwick. As we have seem from the HMRC report, the 
latter is likely to have little or no impact on demand from these airports, but a 
reduction or elimination of APD for smaller regional airports certainly would ensure 
they can contribute far more of their potential to help address airport capacity 
shortages within the South East over the next 10-15 years.  

 
68. Table 3 and 4 below, show the effect of the offsetting of tax reductions on UAG 

group airports plus Cardiff and Humberside, on Heathrow and Gatwick to achieve 
revenue neutrality for the Treasury. We believe the case for this kind of modest 
intervention is both compelling in terms of supporting the growth of smaller 
regional airports inside and outside the South East, with all the benefits that would 
bring, but more importantly is unlikely to be noticed by passengers or have any 
material affect on demand at London’s major hub airports. As an absolute minimum, 
given the DfT model the Commission are using for its own work was used for the 
HMRC report, we would ask the Commission to at least ask for our revenue neutral 
offsetting proposal to be modelled. 

 
Table 3: Share of APD Contributed by Smaller Regional Airports and LHR/LGW 
  Pax 2012 Pax Share APD % APD Share 

UK Regional Airports Group 
(Dom) 

 1,960,740  5%  12,744,810  5% 

LHR & LGW (Dom)  5,192,654  13%  33,752,251  13% 

Total UK Domestic  40,387,698  100%  262,520,037  100% 

UK Regional Airports Group 
(Int) 

 3,755,039  2%  24,407,754  1% 

LHR & LGW (Int)  95,591,290  52%  1,988,731,301  72% 

Total UK Int 
 

182,311,541  
100%  2,767,349,581  100% 

UK Regional Airports Group 
Total Pax 

 5,715,779  3%  37,152,564  1% 

LHR & LGW Total Pax 
 

100,783,944  
45%  2,022,483,552  67% 

Total UK Pax 
 

222,699,239  
100%  3,029,869,618  100% 

Source: Consultants Calculations 

 
Table 4: Offsetting Increments at LHR/LGW for Different forms of Differential APD 
Interventions 

All Regional Airports with Less than 2mppa 
 Total Pax 2012   Approx APD  

As % of Total 
APD 

 9,778,278  £63,558,807 2.10% 

If APD taken away from airports of less than 2mppa 
and added to LHR LGW it would equate to and extra 
fee per passenger of 

£1.26 

    

    

    

    

All Regional Airports with Less than 1mppa  Total Pax 2012   Approx APD  
As % of Total 

APD 



 6,004,625  £39,030,063 1.29% 

If APD taken away from airports of less than 1mppa 
and added to LHR LGW it would equate to and extra 
fee per passenger of 

£0.77 

    

    

    

    

UAG Members 
 Total Pax 2012   Approx APD  

As % of Total 
APD 

 4,694,239  £30,512,554 1.01% 

If APD taken away from airports from UAG and 
added to LHR LGW it would equate to and extra fee 
per passenger of 

£0.61 

    

    

    
Source: Consultants Calculations 

 
 



Airport Profitability 
 
69. The fourth area where we the Commission could make recommendations in its 

Interim Report to Government that would help smaller regional airports to 
contribute towards broader objectives on airport capacity in the short-medium term 
relate to measures that would help improve airport profitability. These come in two 
forms: 

 
a) Measures that would help smaller airports achieve cost reductions and thus 

address the fundamental problem many of them face, notably high levels of fixed 
costs associated with safety, security and immigration which they are less able 
to offset through economies of scale than their larger regional brethren. 

 
b) Measures that would boost revenue generation from their assets and operations 

 
70. In the former category would like to see recommendations along the following 

lines: 
 

 The CAA should be asked to undertake a detailed study of all aspects of regional 
airport costs, including benchmarking UK airports against their equivalents in 
Canada and Europe where unit costs and manning levels for RFFS and security 
are significantly lower. Is this because their standards are lower, or because the 
way in which they assess risk and impose regulation based on it is materially 
different? What can be learnt and applied in the UK? 

 The CAA’s Airspace Policy Unit are also asked to undertake work to examine 
whether there is scope for adding additional terminal management areas in the 
UK regions, thereby reducing the burden for many small airports of having to 
carry significant en route control staff themselves for relatively small traffic 
volumes. Two obvious candidates for such an initiative would be South Wales 
and the South West combined and the North of Scotland and Northern Ireland. 

 The UK Government review its policy of seeking to offset the costs of Border 
Controls, customs and policing through airport budgets. This is at odds with 
practice in Europe, as illustrated by the assumptions under-pinning the new 
Draft EU State aid Guidelines, and puts UK regional airports at a material 
disadvantage to their EU competitors in terms of the cost base they have to pass 
onto airlines. Even if there were to be a case for larger airports being asked to 
contribute on the basis of the scale of their operations placing particular 
demands on local resources, it is wholly unreasonable to then extrapolate this 
principle to smaller airports that do not. 

 
71. In this context it is worth noting that the CAA have estimated 82.5% of airport 

costs are fixed – apart from capital costs the biggest component is regulatory 
compliance related25. With ACI reporting that 60% of airports worldwide handle 
less than 1mppa and that it is rare for them to make money because it is more 
difficult for them to attract other commercial revenue streams, keeping operational 
costs in proportion to the scale of operation is clearly a vital issue which the 
Government continues to choose to ignore, despite its public policy of seeking to 
remove excessive public ‘red tape’. Smaller regional airports are being held back 
from making the contribution they would otherwise be able to make from as a result 
cost burdens, which combined with a higher risk traffic profile act as a disincentive 
to airlines. Every single one of UAG’s members would highlight this issue as a major 
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one impacting on the future prospects for their business. 
 

72. In terms of revenue related measures, the three most important are: 
 

 a reduction in APD which will probably allow airports to capture a small 
percentage of enhanced yields airlines would make if the tax was removed, 

 securing a route to London and other hub airports 
 developing other routes through the additional airline incentives offered by 

RDFs 
 

73. For most small airports, aeronautical revenues in the form of passenger and 
aircraft landing or turnaround fees represent a significant proportion of their 
income – typically anything between 60-80%. Airports that have a more traditional 
regional airline/charter base have tended to maintain rather than heavily discount 
tariffs (e.g. Humberside, Exeter and Cardiff), whilst those that are new to the market 
or pro-actively seeking growth (eg Doncaster-Sheffield, City of Derry, Newquay and 
DTVA) have tended offer discounted tariffs to secure volume on non-core routes and 
then extract higher rates of return from non-aeronautical sources (e.g. car parking, 
retail, fuel or Airport Development Fees) – see Figure 6 below.  

 
Figure 6 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Consultants analysis. 
 

74. In markets that are highly price sensitive, the former is important but undermined 
by high levels of APD and the wider economic climate.  The one market where there 
is an opportunity for smaller regional airports to significantly increase their 
passenger related revenue would be a route to London. This is likely to have high 
levels of demand and offer robust yields to any airline that serves it. We have 
therefore undertaken an analysis of the impact on airport profitability of the 
introduction of such a route, probably through the PSO mechanism discussed above, 
or when new runway capacity comes on stream at a national hub, through the 



implementation of TDRs. The results are summarised in Table 5. 
 
Table 5: Impact on the Financial Performance of Smaller Regional Airports of the 
Introduction of a London Service 
 

Source: Consultants Calculations 

 
75. The analysis, which is based on our analysis of underlying real profit and loss (i.e. 

stripping out major debt burdens associated with capital investment as at Doncaster 
Sheffield - RHDS), demonstrates that a PSO type service of three daily returns during 
the week and two a day at weekends, would materially improve the financial 
performance of all the airports examined taking some from loss into profit and 
reducing the losses currently made by others substantially. For some airports it 
could be the difference between survival and closure, as the experience of Plymouth 
airport when it lost its London service to Gatwick amply demonstrates. This 
emphasises again, if further evidence were needed, the powerful arguments in 
favour of the Commission supporting this kind of regional connectivity as a medium 
term aim in its recommendations to Government. 

 
76. In the interim, many smaller regional airports (and for a number it would remain 

the case even if such a London service were to be forthcoming), have been forced to 
try to diversify away from their reliance on core scheduled passenger volumes by 
attracting other kinds of aviation activity to their airports (e,g, Business and General 
Aviation, military flying, commercial training and flight testing, cargo, MRO, heritage 
attractions  and property development). Most have now accepted the reality that in 
the UK, where - with certain exceptions (e.g. HIAL and Newquay) - smaller airports 
tend not to be subsidized by public authorities, there is an urgent need to move to a 
position where around 50% of their income comes from these kind of sources. 
Gloucestershire is an excellent example where this kind of model has worked very 
effectively despite low volumes of scheduled passenger throughput.  

 
77. This creates a real need for Government to continue to support the efforts of 

airports to achieve this shift in dependence on highly uncertain passenger related 
revenues through as series of potential measures such as: 

 
 Simplified planning zones and Enterprise Zone status – for which Newquay’s 

Aerohub provides an excellent model. 
 Reducing the requirement for property development to ‘aviation related’ by 

accepting airports as the potential focal point of economic clusters. 



 Allowing ‘aviation associated ‘development in the form of community airport 
facilities (e.g. Petrol Filling Stations, convenience shops, crèches) or airport 
‘villages’ or ‘campuses’ combing aviation activities inside the boundary fence 
with less directly related activities (e.g, hotels, offices and logistic sheds) outside 
the fence. 

 Encouraging Local Enterprise Partnerships to work closely with their airports 
on route development and marketing, surface access improvements and 
Regional Growth Fund proposals that will help exploit their employment and 
wider economic development potential while contributing to long-term airport 
commercial sustainability. 

 
78. We would also like to see an initiative whereby the MoD is required to sell off non-

frontline operational airfields and rely more heavily on smaller regional airports for 
diversions, training, stopovers and refuelling, subject to a safeguard that closed 
military bases should not be retained for commercial aviation uses if sold. This 
would offer benefits to the RAF/Army in terms of reducing capital and operating 
cost expenditure on under-utilized assets while not impacting on their operational 
integrity; to the Treasury and local economies of releasing sizable assets for 
economic or housing development; and to smaller regional airports of increasing 
revenue from non-passenger related aviation activity. Good examples of this are: 

 
 Newquay where there is already material military activity, but Regular, 

Territorial Army and Cadet units that are using St Mawgan and other parts of 
Cornwall for training could be flown in and out rather than arrive by bus or 
truck. 

 DTVA where there is scope to relocate operations from RAF Leeming and 
develop a base for taking troops from across the North of England into theatre 
without the need for a long surface journey to Brize Norton. 

 Inverness, which could offer a much cheaper alternative for diversions from 
Lossiemouth than keeping open both Kinloss and Leuchars open as RAF 
airfields. 

 
79. But most of all, this proposed short to medium term measure is also in line with 

the Chief Secretary to the Treasury’s statement on 27 June in which he said: 
 

“… today we say this to businesses and communities. If there are any publicly owned 
sites out there that you can make economic use of, then tell us. Unless Ministers can be 
convinced the site is needed. Then we will sell that land, at a fair price. And we will use 

those proceeds to pay down our debt, and to invest in our economy.”26 
 
80. Taken together, the forgoing represent a package of pro-active initiatives of the 

kind we advocated at the outset of the submission, which if supported by the 
Commission and accepted by the Government when its Interim Measures report is 
published later this year, could help to transform the prospects for smaller regional 
airports across the UK. In doing so, it would not only allow them to make a material 
contribution to relieving South East capacity pressures over the next 10-15 years, 
but also offer a major boost to the economies of the medium sized cities and sub-
regions they support. 

 
 

                                                        
26 Chief Secretary to the Treasury (27 June 2013): Oral Statement to Parliament – Ibid 

 



 

The Contribution of Smaller Airports Regional Economic Prosperity and 
the Rebalancing of the National Economy  
 
81. Having set out the proposed ‘Short and Medium Term Measures” UAG would like 

to see the Commission adopt in its Interim Measures report to Government, it is 

perhaps apposite to return briefly to the Aviation Policy Framework27 and put our 
proposals in context. The APF offers a very helpful and relevant mission statement 
for the Commission in relation to the kind of airports UAG represents – we quoted 
paragraphs 1.21 and 1.23 in paragraph 9 of this submission, but paragraph 1.20 is 
also very helpful as an overarching statement explaining the what follows and the 
clear imprimatur set out in paragraph 1.24: 

 
“One of the Government’s aims in helping the economy to grow is to encourage 
investment and exports as a route to a more balanced economy. Airports are in some 
ways cities in themselves, creating local jobs and fuelling opportunities for economic 
rebalancing in their wider region or area. New or more frequent international 
connections attract business activity, boosting the economy of the region and providing 
new opportunities and better access to new markets for existing businesses.” (Para 1.20) 

 
“The Government wants to see the best use of existing airport capacity. We support the 
growth of airports in Northern Ireland, Scotland, Wales and airports outside the South 
East of England. ….. “ (Para 1.24) 

 
82. It seems to us that this places the agenda we have set out for smaller regional 

airports outside the South East at the heart of the Commission’s remit, and we hope 
it will be given due consideration accordingly.  

 
83. However, in the context of the Government’s broader economic objectives, and 

recognizing that aviation’s greatest contribution to these probably arises from the 
way in which its helps the efficient functioning of other economic activity rather 
than solely through the direct and indirect jobs it supports, we also believe that is 
worthwhile using this submission to explore these aspects further. 

 
84. Our second submission28 set out our analysis of the benefits to the economy 

arising from the connectivity provided by aviation. We do not, therefore, plan to 
revisit that evidence here. What we would like to explore, however, is the role of 
smaller regional airports in supporting the growth of the medium sized cities (and of 
their economies), within the catchments that they serve as: 

 
 this is not an area which the Commission’s own output has given much 

prominence to; 
 it is an important focus for cross-departmental policy initiatives being led by the 

office of the Deputy prime Minister; and because 
 in Ricky Burdett, the Commission has access to a leading expert in the field of 

cities and urban economic development in recognition of the fact Government is 
seized of the important role that cities and their associated hinterlands have as 
engines for national economic growth. 

                                                        
27 HMG (2013): Ibid, CMND 8454 
28 UK Airports Group (2013): Response to Airport’s Commission Discussion Paper No 2 – Aviation 
Connectivity and the Economy 



 

The Importance of Medium Sized Cities 
 
85. The Government have recognised that cities are engines of growth critical to 

economic performance, and indeed regional and national recovery in the current 
climate29. The larger regional conurbations have tended to make the headlines as the 
leading “core” cities and have benefit from economic development funds most 
notably the Single Regional Growth Fund and more recently the first round of ‘City 
Deals’ as a result. But it is now being recognized that there are a larger number of 
smaller or ‘medium sized’ cities that: 

 
“comparatively and proportionately to their size, have been punching well above their 
weight and directly driving significant economic growth”.30 

 
86. They have seen very impressive employment growth over the last decade and 

have bucked the trend in terms of recession forecasts and trends. Moreover, they 
have a credible track record of business formation and survival and have maintained 
a proactive and strategic approach to encouraging and enabling development to 
come to fruition, diversifying the economy and supporting the competitiveness of 
their key assets. They consequently provide an important platform for economic 
renewal and revival in terms of where the national economy is today, a real 
opportunity for success and high economic and social return on investment. 

 
87. Unlike large cities these second and third tier regional cities do not usually offer 

urbanisation economies (i.e. economic advantages from larger market size and 
labour markets and knowledge exchange across the whole urban area). Medium-
sized cities offer more localised economies focused on the industries in which they 
specialise. Consequently, while large cities will tend to develop sectoral strengths in 
advanced producer services, medium-sized cities tend to be more diverse in their 
specialist sectoral composition. 

 
88. It was Peter Hildreth in 2006-07, in work sponsored sponsored by ODPM and 

DCLG31 who first began to move a way from the then focus on England’s eight core 
cities and began to take a closer look than hitherto at medium sized cities in an 
attempt to understand better their potential contribution to regional and national 
economic growth.  He succinctly summarizes his thesis as follows: 

 
“Hitherto, medium-sized cities have not received the same attention as large cities, as 
centres for advanced information and producer services, offer developed countries their 
best opportunity to keep ahead in an increasingly competitive global economy. 

 
However, medium-sized cities are important to both regional and national economies. 
They are where a significant proportion of England’s population live and work. They also 
offer a distinctive insight into the state of regional economies both within and 
particularly outside the London and South East global mega-region, in ways that the 
larger cities do not.” 
 

89. Subsequent research has supported his insight and is produced an growing 

                                                        
29 ODPM (2012): Unlocking growth in cities 
30 Richard Ball (2012): Medium Sized Cities Can Show the Way … Exeter 
European Business Review 
31 Peter Hildreth (2007):  A Typology Of Medium Sized Cities 



evidence base that is showing that a focus on medium-sized cities and their 
hinterlands might not only be better for equity, but also better for growth and 
efficiency32. In 2012, for example the OECD unveiled the findings of study that 
revealed33: 

 

 In the UK, between 1995 and 2007 so-called ‘intermediate regions’ accounted for 57 
per cent of net aggregate growth despite the (now widely criticised) emphasis 
placed on the City of London during that period. 

 Broader-based growth has been vital to national economic resilience. Not only do 
intermediate regions mitigate against sector-specific shocks, but underperforming 
regions impose substantial costs on national budgets as well as the opportunity 
costs and lower tax revenues of missed growth opportunties, as illustrated by the 
starkly different performance of the UK compared to Germany where the 
‘Mittlestand’ (small and medium sized family firms), which are primarily based in 
second and third tier cities are widely credited with under-pinning the strength of 
the national economy. 

 Big cities may generate a greater quantum of economic output but they grow 
relatively slowly in comparison to areas with lower concentrations of population and 
economic activity. The fastest growing regions have tended to be rural areas and 
intermediate regions where the conditions for growth have been nurtured. 

 
90. The study, as summarised by IPPR34 ends by drawing some very interesting 

conclusions that have particular resonance for the core theme of this submission.: 
 

“Intermediate regions have a greater need for infrastructure – with a focus on internal 
and international connectivity, not just links with their capital cities. Whilst the big cities 
need to focus on innovation – the marginal rates of return on big infrastructure projects 
are negligible in such places and increasingly represent the costs of inefficiency and 
congestion.” 

 
“….. we need a national innovation strategy based on the principles of smart 
specialization that recognizes the unique strengths of all …. .” 

 
91. As Cox puts it: 
 

“In summary, we need a regional policy focused on mid-sized cities but tailored to the 
different stages of development that different cities and regions find themselves in and 
well-led at the local level.”  
 
“The Coalition government may well argue that they have provided for these conditions 
through the formation of Local Enterprise Partnerships (LEPs), the introduction of City 
Deals and the emphasis on City Mayors but there is still a way to go.” 
 
In addition to a massive focus on skills development Cox advocates heaping: 
 
“….. infrastructure investment into the connectivity between our core cities and their 
international gateways on a scale now only thought viable to tackle London’s congestion 

                                                        
32 Ed Cox (2012): Mid-sized cities hold the key to a rapid return to growth; IPPR 
33 OECD (2012): Promoting growth in all types of place 
34 Ed Cox (2012): Ibid; IPPR 



and radically revise the NATA transport appraisal methodology to rebalance it away 
from transport user benefits in favour of speeding up economic growth.” 
 

92. This agenda is now finding traction within the HM Treasury/ODPM driven 
localism/city agenda as demonstrated by the decision to initiate a second round City 
Deals with mostly second tier but also one or two tertiary regional cities (see 
Appendix A). But it is noteworthy that investment in the smaller regional airports, 
which as Appendix A demonstrates serve a good number of these medium-sized 
cities, has thus far not been a particularly high priority in terms of policy or 
infrastructure spend. We believe the Commission’s work on Interim Measures 
provides a perfect opportunity to address this important shortcoming. 

 

Airports and City Development 
 

93. As long ago as the publication of the last Air Transport White Paper it was being 
recognised across Whitehall that the connectivity offered by air travel was likely to 
be significant in terms of supporting growth in the high value, knowledge dependent 
sectors which UK economic policy has been increasingly keen to promote. 
Quantitative analysis by Arup for DfT in 200335 indicated that: 

 
i. There is a strong correlation between: 

 
 regional or city GDP and aviation connectivity; 
 employment in Air intensive sectors and aviation connectivity; and 
 incoming visitors and aviation connectivity  

 
ii. The analysis also suggest that the key outputs business need from regional air 

services are: 
 

 an increase in destinations and frequencies; 
 more direct routes; 
 better schedules; 
 letter links to London and the south east – (especially Heathrow); 
 an emphasis on quality and price. 

 
iii. It also found that policy, and where appropriate modest public sector financial 

support for investment in regional airports and air services would have the 
advantage of being: 

 
 high impact (high profile, strong benefits, early wins); 
 cost effective – relatively small sums of public money, high leverage; 
 differential – able to target peripheral or under-performing regions; 
 complementary – helps reduce pressures on South East airport system in the 

short term when this is potentially particularly helpful; 
 
94. Since then the large volume of academic and applied literature that has examined 

the links between aviation connectivity and economic growth has only served to 
reinforce those findings. And in our view, they offer a sound basis for advocating a 
policy of pro-active support of the kind we have been advocating for small regional 
airports. 

                                                        
35 Arup Consulting for DfT (2005):Aviation Connectivity and Regional Core Cities 



 

 
95. To examine the potential impact of this, we have adapted Hildreth’s original 

typology of medium sized cities  (see Table 6 below) and applied it to the top 100 urban 
areas in the UK by population in Appendix A.  

 

Table 6: Typological Categories of Cities  
Type of City Description Examples in the UK 
Capital City* National capital of the UK or a Devolved 

Administration area. 
London, Edinburgh, 
Cardiff, Belfast 

Core City* Focal point of a large (+500,000 
population) metropolitan city region in the 
UK that do not have Capital city 
designation; includes the eight cities 
recognized by ODPM in England. 

Manchester, Leeds, 
Birmingham, Bristol, 
Newcastle, Liverpool, 
Nottingham, Sheffield, 
Glasgow 

Industrial City A city that historically developed around 
one or more dominant industrial sectors 
as a consequence of physical geographic 
advantages or proximity to raw materials. 

Bradford, Blackburn, 
Barnsley, Stoke-on-
Trent, Aberdeen, 
Pontypool, Doncaster 

A Gateway City A city that provides connections for goods 
and/or people to the international 
economy (for example the location of a 
port or airport). 

Grimsby, Hull, 
Ipswich, Portmouth, 
Southampton, 
Dundee 

A Visitor City** A city that attracts international tourists 
and UK visitors owing to its advantageous 
position (a coastal location, for example), 
its natural assets or its historical, cultural 
and architectural heritage. 

Blackpool, Worthing, 
Chester, Southport, 
Cornwall, Margate, 
Bognor Regis 

A Knowledge 
City 

A city that contains a leading university 
with expertise in science and technology 
and the capacity to promote innovation 
and clusters of spin-off companies in the 
local economy; if combined with a Capital 
or Core city it is called an ‘Ideopolis’. 

Oxford, Cambridge, 
Bath, Leamington/ 
Warwick, Lancaster 

A Subsidiary 
City ** 

A city that benefits from its physical 
connection to a capital or large city-region, 
by specialising in complementary 
knowledge-intensive industries that give 
the larger city its comparative advantage 
in the national or global economy. 

Reading, Aldershot, 
Hamilton, Cannock, 
Redditch, Basildon, 
Basingstoke, St 
Albans, Slough 

A Regional 
Services City 

A city that historically has grown through 
supplying employment opportunities and 
retail and other services to its wider 
region. 

Norwich, Exeter, 
Inverness, Carlisle, 
Darlington, Lincoln, 
Gloucester 

A Hybrid City 
*** 

Is a city that does not neatly fit into one of 
the other definitions or is transitioning 
from one type of city to another, but 
demonstrates strong economic growth. 

York, Wigan, Preston 

Source: Hildreth (2007): Ibid as developed by the consultants 
Notes: * Additions to the Hildreth typology 

**  A city within, or physically connected to, a Capital city, a Core city or other large 
City-region 

*** Additional category for those cities not easily allocated elsewhere 



 
 
96. In doing so we have also identified the airports that principally serve each of the 

cities, those that have already been or currently are the subject to the ODPM’s City 
Deal process and those that were identified as the UK’s key cities in the latest State 
of the Cities review in 2011.36 

 
97. Analysing this data, we can draw a number of high level conclusions: 
 

 The population of the secondary/tertiary cities listed (not including cities below 
60,000 population) is 15 million compared with 20 million in the primary (i.e. 
core and capital cities). In other words when aggregated medium sized cities are 
just as important in population and economic terms as the larger category of 
cities. 

 Around a 50% of these are served by smaller regional airports either in the UAG, 
in the South East or elsewhere. 

 Of the cities that are subject of the second round City Deal process, roughly half 
have are in smaller regional airport catchment areas, and therefore have the 
opportunity to factor their airport’s development into their negotiations with 
ODPM and HM Treasury. 

 
98. Back in 2007, Hildreth considered that Industrial, Gateway and Visitor cities tended to 

be more associated with the “North” (i.e. in our context areas of the UK outside the 
South East), lower knowledge-intensive employment, higher primary employment, 
fewer graduates, more people with no formal qualifications, the lowest pay, and low 
labour productivity. However Hildreth associated Knowledge, Subsidiary and Regional 
Services City with the South, leading to higher knowledge-intensive employment, higher 
service employment, more graduates, fewer people with no formal qualifications, the 
highest levels of pay and high labour productivity. There remains a grain of truth in this 
depiction, but the position is more muddied today. What is clear, though, is that many 
of the most important Knowledge and Regional Service Cities do have access to regional 
airports, small or large, Subsidiary Cities, by dint of the fact that they are part of the 
constellation of a larger metropolis, are more likely to rely on access to one of the larger 
South East or regional airports. 
 

99. Our conclusions from the forgoing (and the Arup analysis outlined above), is that 
there is evidence that fast growing Knowledge and Regional Service cities need access to 
an airport because of the air intensive nature of the sectors that are prominent in their 
economies. And that for many other medium sized cities that have not yet made the full 
transition into the new economy, investment in the success of their airport will bring 
material benefits in the longer term. This is certainly the strategy in Cornwall, Dundee, 
Manston, DTVA, Doncaster, Southend and Derry City; while Norwich, Inverness, 
Gloucester, Southampton and Exeter are good examples of where this synergy is already 
bringing benefits for the local economy. It also suggests that advocacy by the Airport’s 
Commission of the added value that facilitating the growth and long term commercial 
sustainability of smaller regional airports, would be extremely helpful in engaging the 
wider interest of Whitehall departments in supporting airports as part of current and 
any subsequent rounds of City Deals, Growth Funding and EU structural funding. 
 

 

                                                        
36 ODPM (2011): The State of the Cities Review 



100. The Box that follows uses Exeter to illustrate this point. It highlights not only what 
medium-sized cities can generate economically, but also the value of the connections 
domestically and internationally that Exeter Airport has in helping to achieve this 
economic performance/ there are several other UAG airports about which an equivalent 
story could be told (e.g. Norwich, Gloucester & Cheltenham, Inverness) 

 

Exeter – A Leading Medium Sized City 
 
Between 1999 and 2009, Exeter’s economy grew at 6.6% per annum, substantially above the 
national average. Employment growth for full time workers was 32.2% over the same 
period, the 7th highest in the UK, with 4,500 jobs created in the city between 2008 and 2010, 
primarily in construction, accommodation and food services, and professional, scientific and 
technical activities. For a medium sized city, Exeter has one of the lowest rates of 
unemployment in England and Wales. … Throughout the recession, unemployment has risen 
but remained around 2.6% compared to 3.8% across England and Wales. 
 
When Exeter prospers, the wider region certainly benefits as the travel to work area is 
extensive and well served by a number of key roads and rail routes, complemented by 
Exeter International airport, which is well connected to major UK cities and to a number of 
major international Airports. 
 
The approach of the mature partnership between the private and public sectors in the city 
has been about genuine collaboration, pursuing quality not mediocrity and supporting the 
city’s key assets. Most notable has been the growth and enhanced reputation of the 
University and the professional and business service sector and the city centre, all-critical to 
the diverse mix which puts the economy in a good position for the next set of developments.  
 
The University of Exeter has recently been invited into the Russell Group, recognising its 
world class research, academic excellence and unrivalled links with business and the public 
sector. In an increasingly global higher education market, they attract the very best 
academics and students from around the world as well as investment from multinational, 
research intensive businesses. But the Airport has also witnessed this through the attraction 
of private investment and operating expertise, first through BB Capital and now Patriot 
Aerospace. 
 
Exeter has seen a step change in its economic performance and is well placed to play an 
even more important role. Strategic developments are being brought forward where 
possible, which have the real potential to deliver large scale and broad based growth, 
making a meaningful and early contribution to rebalancing the economy. A new science park 
located close to the Airport and other highly visible and accessible employment sites such as 
the Airport itself, with small additional investment, are in fact virtually ready to go. 
 
The overall development programme for the city’s economy equates to the creation of some 
26,000 jobs over the next 12-15 years across a wide range of employment from high-end 
science through to distribution and retail. A study undertaken last year concluded that the 
estimated investment in delivering all developments in the programme equates to more 
than £3.9 billion.  

 

 
 

Hub Operational Models 



 
101. Turning to Discussion Paper No 4 on hub operational models, the most important 

consideration for UAG’s members was set out early in this submission, most notably the 
need for whatever long term solution is recommended by the Commission to be capable 
of providing a ‘national’ hub function by having sufficient capacity to allow up to 100 
pairs of slots to remain available in perpetuity for access from UK regional airports. 

 
102. In terms of a hub configuration, we consider that this probably favours a single 

airport, with a significant movement capacity, requiring three or four runways. We think 
splitting the hub as advocated by the proponents of the ‘dispersed model’ will make this 
more difficult to achieve, first because that model is explicitly presented as a point to 
point focused solution and clearly regional access which relies on transfer opportunities 
is not in line with that philosophy. Second because slots would arguably be need to be 
provided for smaller UK airports at both or all three hub airports where capacity is 
created to secure a full range of connecting opportunities and this would clearly be a far 
less efficient policy intervention than providing them all in one place. 

 
103. It is also likely in our view, that a single hub airport would offer a wider range of 

destinations, better frequencies and therefore a higher connectivity quotient than a spit 
hub or dispersed model arrangement, and we are not convinced that airport 
competition is likely to bring anything like the pricing benefits that airline competition 
within the hub and the availability of alternative point to point offerings at satellite or 
reliever airports elsewhere in the South East airport system would. 

 
104. We have, therefore reached the conclusion that as a group we probably favour the 

singe hub as a theoretical model, but clearly this view is highly dependent upon the 
actual choices that are short-listed by the Commission for further development, analysis 
and consultation before we arrive at our formal concluded view. But we will certainly 
wish to participate in the next phase of the Commission’s work when these are 
examined more closely next year. 

 
Conclusions 
 
105. This submission has set out in considerable detail what we would like to see from the 

Commission in its December Interim report and our approach to the hub model issue 
raised in Discussion Paper No 4. We wish to see: 
 
A - The important role of smaller regional airports in contributing to the easement of 
capacity problems in the South East over the next 10-15 years airport 
B - Measures such as  

 differential APD,  

 RDFs,  

 small scale surface access investments,  

 a major regulatory cost benchmarking study undertaken,  

 greater use of civilian airports by military aircraft,  

 enhanced LEP engagement,  

 allocation of growth funds and  

 more Local Development Orders and Enterprise zones introduced at airports.  
 

But most importantly we need assurances about access both now and in the long-term 



future to a UK hub airport or airports. 
 

106. What collectively we would not wish to see, either in the short to medium or indeed 
in the longer term, is access to slots at Heathrow and Gatwick, or indeed a new hub, 
determined solely by what to those in the industry looks like is the latest in a long line of 
economic theories that have been applied to the aviation sector, notably allocative 
efficiency, as this would inevitably damage existing, and indeed potential future, 
regional connectivity. In the context of an otherwise extremely competitive aviation 
market, what is needed is a more pragmatic policy driven approach, which explicitly 
recognises the economic value of London hub access to cities and sub-regions in other 
parts of the UK and the importance of intervening to ensure this is preserved or 
facilitated in the face of commercial pressures from elsewhere. 

 
107. This might mean a more liberal approach to the use of PSO’s than the Government 

has hitherto been committed, as foreshadowed in the Aviation Policy Framework and by 
the Chief Secretary to the Treasury’s ‘Air Route Connectivity Fund’, announced in his 
commons statement on 27 June. We have access to legal advice and precedent, which 
confirm that PSO’s can be airport specific and UAG airports would be willing to work 
with their local partners to promote such a PSO to a specific London hub airport, were 
the Commission to indicate it is supportive of such a notion.  
 

108. Other measures we would not support include any that would favour larger aircraft 
over smaller aircraft in terms of slot priority or charges. The elimination of weight based 
landing fees at Gatwick, so that any aircraft (small or large) pays the same fee for access, 
has discriminated heavily against ‘thinner’ more marginal routes such as those flown by 
Flybe to a number of the UK’s regions and devolved administration areas. It will also 
now act as a barrier to entry for new services being started from the UK regions, unless 
there is a substantial ‘transfer payment’ from Government in the form of a subsidy for 
routes approved for PSO. 
 

109. And finally, we do not support, a continued laissez faire approach to slot utilisation at 
Heathrow and Gatwick that allows: 

 

 dedicated freighters and business jets to use precious slots at these airports when 
they could be just as easily, if not better, serviced at other ‘reliever’ airports in the 
South East (e.g. Manston for freight and Biggin Hill or Farnborough for Business 
Aviation), where capacity is not in short supply; and 

 excessive frequencies to remain in place on certain near Europe destinations (e.g. 
Paris, Brussels, Dusseldorf and Amsterdam), when High Speed Rail already offers 
journey times of less than 4 hours for point-to-point passengers and time limited 
frequency capping (i.e. until new runway capacity comes on line) could help free-up 
slots in the short to medium term for use on a mix of un- or under-served domestic 
and long haul markets.  

 
110. By avoiding these negative actions and promoting positive policies of the kind we have 

outlined in the body of this submission, we are convinced smaller regional airports can 
make not only a significant contribution to both the short and long term needs of the 
aviation sector in the South East and nationally, but also to the economies of fast 
growing medium sized cities and less densely populated peripheral sub-regions across 
the UK 


