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INTRODUCTION

1.
Having responded to recent Air Services Consultations, including "The Scottish Airports and Air Services Study" - 1999 and "The Future of Aviation" - 2001, the Highlands & Islands Committee of The Scottish Council for Development and Industry is now happy to add a Highlands Area input to the SCDI Regional response to the national consultation - "The Future Development of Air Transport in the United Kingdom: Scotland".

2.
The undernoted summary forms the Highlands & Islands input to the SCDI Scottish Regional response, while the subsequent paragraphs place on record supporting information substantiating our recommendations.  Paragraph numbers from the DfT Consultation Document are quoted for ease of reference.

SUMMARY OF H&I RECOMMENDATIONS
3.
In presenting a Scottish Regional submission, acknowledgement is given to the special requirements of the Highlands & Islands.  The following are extracts from a full consultation response relating to the H&I region of Scotland.

· The vital nature of H&I air services, as confirmed in the consultation document, should be fully considered in progressing the air transport strategy.

· H&I issues must be included in Policy choices.

· It is essential to address the disproportionately higher costs of air transport in the H&I.

· Additional finance is required in order that HIAL can support the airlines in enhanced technology and decreased charges to be passed on in lower flight costs.

· Total exemption from air passenger duty on all flights to and from the H&I is called for.

SUMMARY OF H&I RECOMMENDATIONS (cont’d)
· The extent of air traffic control and fire cover should be examined to establish appropriate levels to reduce HIAL airport expenditure.

· The single most important current issue relating to air services in the H&I is the retention of the Inverness and Gatwick links.

· Government concerns for "thinner routes" will intensify and the retention of regional services at a London hub may be dependent upon an additional runway at both Heathrow and Gatwick.

· The Gatwick development proposals should be re-introduced to the SERAS agenda as per High Court Judgement on 26 November 2002.

· The call is repeated here for the imposition of a Public Service Obligation on the Gatwick/Inverness route along with the ring-fencing of the existing slots.

· The realisation of the vision for a third shorter runway for Heathrow at Sipson is the best option for UK regional air services.

· Care must be taken to establish the right balance of air services between Inverness and London.

· The reinstatement of a fast link helicopter service between Heathrow and Gatwick is called for.

· The development of new air services between Inverness and Europe is vital.

· The transfer of aircraft heavy maintenance operations to Inverness would provide cost benefits to H&I air services, while easing the airport capacity constraints in the south east.
THE VITAL NATURE OF H&I AIR SERVICES ESTABLISHED

4.
Operating in the north-west periphery of Europe, the best possible air services are vital to the economy and social well-being of the Highlands & Islands of Scotland, where distance and natural boundaries of mountain and sea add to the challenges facing the region in the ever increasing fiercely competitive position created by European Enlargement and Globalisation.

5.
This fact has been confirmed at Government Ministerial level in recent consultations along with the current process, where reference is made in the consultation document to "essential H&I lifeline air services as a key driver to economic growth." (paras 1.8.4 & 8.2.1.)

6.
A material consideration also is that the area makes a substantial contribution to the UK economy with annual exports of £1b excluding oil.

NEED FOR INCLUSION OF H&I IN KEY POLICY CHOICES

7.
Having established the crucial nature of air services to the Highlands & Islands, this contribution is presented to ensure that issues significantly affecting the area may be incorporated into the Scottish Regional response to the national consultation which, in identifying key policy choices, will be instrumental in creating a thirty year strategy with decisions to be enshrined in the forthcoming Air Transport White Paper.

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

The High Cost of Air Services (8.4)

8.
The consultation document identifies many of the reasons for the comparatively high cost of air travel in  the H&I region.  These were recorded in the recent SCDI consultation responses and include large distances, small aircraft with high seat-per-mile costs, weather disruptions causing 

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

The High Cost of Air Services (8.4) (cont’d)

delays and frequent return to departure airport, and often lack of aircraft technology and runway technology for landing and takeoff assistance in bad weather.

9.
The key is to have the right aircraft operating to airports with adequate technical and other facilities to reduce aircraft time on tarmac to a minimum.  Many of the technology requirements have been addressed by HIAL and the airlines.  However, in a thirty year strategy, this will require further investment and a greater use of appropriate jet aircraft than at present.

10.
There is a need for further trial and research on how reduced fares can be balanced by increased passengers.  For example, a recent experiment in Orkney supported by Government Rural Transport Funding showed that a 39% reduction in air fares resulted in increased passengers of 50%.

11.
While this presentation acknowledges the substantial funding assistance made by the Scottish Executive and the EU, additional financial assistance is now required in order that HIAL can pass on support to the airlines in further enhanced technology and decreased charges like landing fees which, in turn, can be passed on to the traveller in reduced flight costs.

Air Passenger Duty (8.5.1.)

12.
While the consultation document identifies that recent reforms exempted flights from the Highlands & Islands from Air Passenger Duty, at the time that this relief was granted, flights to or returning to the Highlands & Islands all of which were previously exempt from APD, were made subject to the duty.

13.
SCDI, therefore, continues the call for total exemption from APD on all flights to and from the Highlands & Islands. 

Air Traffic Control and Fire Service Provisions (8.6) 

14.
The consultation process to date has highlighted the position whereby the ten airports operated by Highlands & Islands Airports Limited are subject comparatively to the same levels of air traffic control and fire cover as international hub airports.  This position adds significantly to the disproportionately higher costs for the small lower volume airports in the HIAL operating region. 

15.
SCDI now, therefore, endorses the recommendation that the position be examined by the Civil Aviation Authority and National Air Traffic Services in order to establish appropriate alternative levels of cover and procedures, without compromising safety, but to reduce expenditure and therefore air travel costs in the Highlands & Islands.

The Gatwick/Inverness Air Services (9.2.5. - 9.2.6.)

16.
The single most important current issue  relating to the air services in the Highlands & Islands is the continuance of the connection between Inverness and Gatwick, with its invaluable interlining opportunities for onward international flights.

17.
In addressing this issue, SCDI continues to acknowledge the commitment to the H&I region by BA, recently through BRAL and now BA CitiExpress, and the continuing BA franchise arrangement with Loganair.  These commitments have provided the H&I region with world-wide booking and other communication facilities, the availability of one of the two main London hub connections, and the preservation of life-line Island air services.

18.
The opportunity is also taken to recognise the strategic air services currently provided by easyJet between Inverness and Luton, which provide a vital additional link with London so important to both business and personal travel.

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

The Gatwick/Inverness Air Services (9.2.5. - 9.2.6.) (cont’d)

19.
However, care must be taken to establish the right balance in the provision of air services between Inverness and London, as the low population base of the Highlands places a strict limit on the amount of competition that can be supported by the region.  While the benefits of effective competition in the right circumstances are undoubted, SCDI believes that a pragmatic approach is required in recognising the substantially subsidised nature of the H&I airport structure and the vulnerability of a third operator serving the Inverness/London routes as, meantime, this may be enough to upset what is a precarious economic balance.  Historically, when three operators have plied these relatively low volume routes, one has eventually dropped out due to usage being less than economically viable.  This economic fact should be considered in protecting the sustainability of the region's London hub, whether it be Gatwick or eventually Heathrow, and indeed the other valuable London connections.  However, it is likely that the position will change as the projected rise in air travellers materialises, thus allowing additional operators as the market changes with increased demand.

20.
In considering the future of Scottish airport slots at Heathrow and Gatwick, the consultation document refers to "greater concern to 'thinner' routes particularly the Gatwick/Inverness connection".  In considering a medium to long-term strategy, this concern for the Gatwick/Inverness connection must intensify, especially if the two main hubs, i.e., Gatwick and Heathrow, remain slot-constrained and if no additional runway capacity is developed at either of them.

21.
Maintaining connections with a main London airport hub may, therefore, be dependent upon the development of an additional runway at Heathrow and eventually Gatwick, recommendations for which are repeated here by SCDI on behalf of the Highland area.

Public Service Obligation (9.2.7. - 9.2.8.)
22.
It is significant that Gatwick, during the current consultation process, was not being considered for runway development in the medium to long-term (see para 30) and that, meantime, runway proposals take at least ten years from agreement to realisation, while during this time London will require a further two runways to meet projected growth.  In this scenario, it is imperative that the current Gatwick/Inverness runway slots are guaranteed under a background of increasing competition from other more lucrative routes.

23.
The consultation document refers to some potential measures for protecting regional air services including the future auctioning of runway slots.   SCDI repeats its disagreement in the previous consultation with this idea and, in also rejecting the new proposals like notice of route withdrawal and bidding for slots as unlikely or impractical, now calls again for the imposition of a Public Service Obligation on the Gatwick/Inverness route, along with the ring-fencing of the existing slots for the retention of the current services.

24.
SCDI believes that the economic case has been made for a PSO on this route serving the UK community situated in the extreme north west periphery of Europe.  Indeed, the consultation document points to the way forward in the possibility of “reviewing with the EC whether ‘interlining connections’ could fall within the provisions of the European Regulations because of the need to provide continuity, accessibility and the importance of such connecting services”.  This philosophy should be pursued vigorously by the Government rather than the current negative observations like expressing "difficulties" in the imposition of a PSO on a mainland to mainland route when our European competitors have introduced PSO's on many such routes.

25.
In addition, having initiated the current campaign for a PSO on the Gatwick/Inverness route, along with a close involvement in progressing the economic assessment in support of the PSO application by member organisations H&I Strategic Transport Partnership, Highlands & Islands Enterprise and Highland Council, SCDI also calls upon the Department for Transport to release an early decision on this vitally important issue to the H&I region.

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

National Runway Capacity

26.
As the development of national airports and runway capacity directly affect air services for Inverness and the Highlands & Islands, comment is made here in response to the consultation document proposals.

27.
In the 30 year scenario envisaged, it is unlikely that a new central Scotland airport will be built.  However, the building of a new runway to serve central belt Scotland at Edinburgh or Glasgow, with apron and related extensions at both, would be important to the development of Highlands & Islands air services.  These proposals are welcomed.  (paras 6.9.37 & 5.9.1).

28.
As envisaged in the medium term, a niche hub operation in Scotland would be valuable to Highlands & Islands air services in providing onward connections to domestic and European destinations (para 9.9.4).

29.
Of great significance to Highlands & Islands air services is the future development of south east airports and runway capacity in particular.  The important objective here is that, in the development scenario featured in the consultation document, it is vital that Inverness maintains long-term security in adequate landing slots at one of the two main London hub airports.

30.
Considering the growing pressure on slots at south east airports, in relation to both international and regional requirements, it is in the interest of Highlands & Islands air service interlining needs that additional capacity is developed at Gatwick and Heathrow.  Although runway development at Gatwick is not included as an option in the current consultation, it featured significantly in the recent South East and East of England Regional Air Services Study (SERAS).  SCDI therefore presses for the Gatwick development proposals to be re-introduced to the SERAS Agenda.  In doing so, SCDI welcomes the High Court judgement on 26 November 2002 that the development of Gatwick airport be included in the consultation process.  Therefore, with Gatwick runway development effectively back on the agenda, SCDI recommends an addition to the scenario presented in the consultation document for the option of one new runway at Heathrow and two new runways at Stansted to also now include a new runway at Gatwick (para 9.3.1).

31.
While SCDI continues to press for the retention of the current Gatwick/Inverness connection, if the proposal of a third but shorter runway for Heathrow at Sipson serving regional routes materialises, ideally this would be a preferable option considering the greater interlining facilities available, and likely to remain so, at Heathrow.  However, this is likely to be a 10-15 year capability and with a possibility that the Sipson runway may be full on opening.  Therefore, SCDI meantime favours the protection of the Gatwick runway slots for Inverness.

32.
Meantime, all potential runway developments, including the visionary new 4 runway airport at Cliffe in North Kent and the Sipson proposals for Heathrow, appear to be subject to lengthy timescales and other obstacles making their completion fraught with uncertainty.  There is an urgent need, therefore, to speed up the process.  Solutions in under 10 years are required and to provide this, runway developments at Northolt for Heathrow and Redhill for Gatwick should be considered  as shorter term answers.

A Fast Airlink Between Heathrow and Gatwick

33.
The main concern in the Highlands & Islands at the recent loss of the direct Heathrow service was the resultant reduction of interlining facilities for onward international travel.  To address the continuing shortcoming, SCDI now repeats its call for the reinstatement of a previous dedicated fast link helicopter service between Heathrow and Gatwick which was successful, until its withdrawal in 1986, in allowing the two airports to work more closely as one unit and to be perceived globally as doing so.  The existing long uncomfortable bus journey between Heathrow and Gatwick, resulting in a 3 hours minimum connecting time, for half a million interlining travellers a year is exactly what they don’t want.   What busy business people intent on doing business want is the reintroduction of the former Airlink helicopter with a flight time of 20 minutes.

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

Development of New Air Services

34.
The development of new air services to effectively bring the Highlands & Islands closer to Europe and the rest of the world is considered by SCDI to be crucial to the future economic prosperity and social well-being of the region.

35.
European destinations like Amsterdam and Dublin and countries including Germany and Norway and holiday excursion flights to the Mediterranean  along with other holiday regions should continue to be developed as opportunities arise or are created.  The proactive activities of Highlands and Islands Airports Limited in developing such services by exploring new routes to increase destination choice, is recognised.  Effective in satisfying domestic needs and developing further overseas services will be the recently introduced Eastern Airways three times a day services between Inverness and Manchester.  This important addition to H&I air transport will open up new capabilities for travel to the midlands industrial belt and, significantly, onward travel to London, Europe and North America.  The assistance and negotiation activities of Inverness and Nairn Enterprise, along with Highlands & Islands Enterprise, in effectively bringing the Inverness - Manchester services to the H&I are acknowledged.

36.
Other valuable Eastern Airways services acknowledged are those flying from Wick to Norwich, Teesside, East Midlands and Humberside all via Aberdeen complemented by the services to Kirkwall and Edinburgh operated by Loganair, who for many years have continued to serve the Western and Northern Isles.

37.
The bmi daily Embraer jet aircraft service between Edinburgh and Stornoway adds a new dimension to Western Isles business and domestic services, with several onward travel capabilities like Manchester, London Heathrow and America.

38.
Meantime, the passenger and cargo air services provided by Highland Airways to the Western Isles and the Northern Isles using Jetstream aircraft are proving just right for Island and mainland connections.

39.
Further work in creating new air services in the H&I region is acknowledged.  These include proposals for new services from Oban to Colonsay, Coll and Tiree with onward connections to the central belt.  Such contributions to a future air strategy are only possible through partnerships like, in this case, between HIE, AIE, HIAL and Argyle & Bute Council. 

40.
Researching this paper identifies a need for the frequency of some services to be improved and this is recommended here.  There is a surprising lack of reference to integrated transport in the consultation document but SCDI believes that a good frequency of services largely provide for integration.

Maintenance and Repair Operations

41.
The greatest challenges facing the development of airports, air services and runway capacity in the UK are the shortage of land, excess air traffic and environmental issues like noise and pollution.  Indeed, the current consultation process identifies that all airport development proposals would require significant changes to airspace management and air traffic control, issues that must be resolved.  In this background, SCDI believes that moving heavy maintenance operations for aircraft from south east airports would largely provide the land and air space needed, while managing the issue of noise, overcrowded air space and pollution of the atmosphere, thus allowing air transport services to expand.

42.
Inverness airport has substantial surplus land and air space, and is situated where noise and other environmental issues can be satisfactorily addressed.  SCDI therefore recommends that significant heavy maintenance operations be transferred to Inverness airport.  This relocation would eliminate many of the deterrents to the development of south east and other UK airports, and would fit 

KEY POLICY ISSUES AFFECTING THE HIGHLANDS & ISLANDS

Maintenance and Repair Operations (cont’d)

well with the current plans for Inverness airport which include 24 hours opening, an industrial park and the up-grading of existing access roads.

43.
The existing engineering expertise in Kinloss and Lossiemouth RAF stations, and the imminent realisation of the University of the Highlands & Islands may be significant features in these proposals.

44.
While significantly alleviating the airport capacity constraints in the south east, the foregoing proposals would also maximise the contribution of Inverness airport to the economy of the Highlands & Islands while enhancing its development as a hub airport.  It would also be instrumental in substantially reducing the net cost of operating air services in the region which could be passed on as reduced prices for passengers and freight.

CONCLUSION

45.
This consultation process, examining a 30 year strategy for the development of Air Transport in the United Kingdom, presents an excellent opportunity to implement improvements to an industry which is crucial to meeting the challenges presented by globalisation and European enlargement.  In meeting these challenges, we must speed up the process of development to meet the best of our competitors world-wide.

46.
Past delays in developing runway capacity through planning obstructions, appeals, legal agreements, etc must be overcome and we should interpret EU regulations more to the advantage of the UK like our competitors in Europe do for their industries.

47.
Concern for continued access to London hub airports for the peripheral regions is mentioned in the consultation document, but no firm proposals or options are given to secure these vital links.  This is a major omission in the consultation process and, meantime, specific proposals from the region appear to have been sidelined in the consultation.

48.
It is good to be progressing the most comprehensive review of air transport for 20 years.  It is time now to stop analysing and deliver the runways and the slots.

SCDI Highlands & Islands Area Committee

November 2002
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