ADDING CAPACITY AT HEATHROW AIRPORT

CONSULTATION DOCUMENT

COMMENT FROM SCDI HIGHLANDS AND ISLANDS COMMITTEE AND SCDI NORTH EAST SCOTLAND COMMITTEE

1.
Access to Heathrow for regional air services has long been a priority for the economies in the North and the North East of Scotland. It is particularly important given:

· the peripherality of these economies, not just in the UK but within Europe;

· the unsuitability of surface transport links to London airports; and

· the likelihood that limited markets mean that their airports will never be able to support a wide range of international direct air routes. 

But, with both regions facing up to the opportunities and threats of globalisation, connectivity will play an even more important and, indeed, a determining role in their success or failure. 

2.
SCDI offices in the Highlands and Islands and North East Scotland have repeatedly commented over the years on access to London. Most recently SCDI did so in a written submission and oral evidence to the Competition Commission on its market inquiry into UK airports, and in a written submission to the Civil Aviation Authority on its price control proposals at Heathrow and Gatwick. The current consultation on ‘Adding Capacity at Heathrow Airport’ has been discussed by the SCDI’s Highlands and Islands and North East Scotland committees. These comments summarise their views and recommendations.
Highlands and Islands
3.
Inverness has suffered over the last two decades from a loss of access to Heathrow. The frequency of services declined from 22 flights a week in 1988 to none at all in 1998. The route was reinstated by bmi from 2004, but it will be terminated again shortly after the consultation period on ‘Adding Capacity at Heathrow Airport’ is closed, in all probability to make way for more transatlantic flights, made possible by the “open skies” agreement. Its loss is a blow for many in the business community throughout the Highlands and Islands. 
4.
The economy of the Highlands and Islands has undergone a remarkable transformation over the last thirty years. But looking ahead it faces a number of challenges. It needs to sustain economic development when public sector funding is slowing and European funding is in decline. Its tourism industry must continue to attract visitors from the rest of the UK and around the world at a time when it has never been easier to access new destinations. And it must also grow new globally competitive industries - particularly in renewable energy, health and life sciences, and the creative industries - to complement its traditional industries. All these challenges are made that much more difficult by perceptions of its peripherality. 
5.
SCDI member LifeScan Scotland, which is owned by Johnson & Johnson, is the largest private sector employer in the Highlands. Over 1,300 people are employed at its Inverness facility, which is regarded as a global centre of excellence for those working in the field of diabetes. More than 150 of these employees work in research and development. Anchoring LifeScan Scotland in Inverness is absolutely critical to Highlands and Islands Enterprise’s development of a new centre for excellence in healthcare and biotechnology research, education, training and business development, the first of its kind in the UK.
6.
One of the biggest challenges for LifeScan Scotland, given its location, is infrastructure, particularly in regard to air travel. To support the needs of its global business, its employees travel extensively throughout Europe, the American sub-continent, the Middle East and Asia. It also has a number of Johnson & Johnson personnel and customers from other global locations on site in Inverness at any given time. Many employees have to route through Heathrow airport on a regular basis. SCDI would draw the Government’s attention to LifeScan Scotland’s comments that: “The impact on LifeScan Scotland operations of the axing of the Inverness to Heathrow link will be significant. Links to international hubs are critical to our ability to operate efficiently and to attract top talent to Inverness.”  
7.
Given the large number of migrants who have come to the Highlands and Islands from the Accession States, an economic opportunity for many SMEs is doing business in Eastern Europe. However, it has been highlighted to SCDI that, with the decline in the Inverness-Heathrow service, they are now often being forced to connect through central Scotland airports and then Amsterdam, adding significantly to their journey times and costs. 

8.
Highlands and Islands Airports Limited has worked hard to develop an alternative route between Inverness and a European hub airport. There are hopes for Amsterdam Schiphol. However, attracting an airline to service alternative routes has always proved difficult because of the lower numbers of passengers wishing to travel from point to point.
9.
It is in the UK’s economic and public spending interests to support the continued success of the Highlands and Islands economy by combating perceptions of its peripherality. Connectivity is crucial to attracting skilled people and investment, and broadening businesses’ horizons – for example in unlocking the potential that the nascent marine energy industry in the Highlands and Islands has to contributing to the UK’s energy needs, meeting the Government’s EU renewables obligations and creating a new global export industry. 
North East Scotland 

10.
In recent years Aberdeen Airport has bucked the trend of regional airports losing air services to and from Heathrow. This reflects the strength of the North East Scotland economy driven by the North Sea oil and gas industry. The demand for services between Aberdeen and London is substantial and it is growing. There was a 16.4 per cent increase in traffic between Aberdeen Airport and all London airports between December 2006 and December 2007. 
11.
However, with Heathrow reaching the limit of its capacity and following the introduction of the “open skies” agreement, no-one is naïve enough to believe that the competitive pressures which have led to the reduction or elimination of services from many regional airports will not affect Aberdeen sooner rather than later. While the demand for flights between the city and Heathrow is likely to remain high and many airlines would jump at the opportunity of servicing such a profitable route, the lack of available slots for even more lucrative additional long-haul flights will inevitably lead to the cancellation of services on the route. BA’s decision to end its Aberdeen-Gatwick service from March 2008 to provide more international routes demonstrates the potential impact of pressure on slots at Heathrow.

12.
The North East Scotland economy is currently buoyant. SCDI’s latest ‘Survey of International Activity in the Oil and Gas Sector’, which measures the activity of the Scottish-based supply chain, showed that total sales now stand at their highest ever level of £12.91 billion. However, the survey also reveals that while production in the North Sea Continental Shelf remains important, domestic sales are beginning to decline and the real growth is increasingly coming from international sales. The Scottish-based supply chain has now established a physical trading presence in 56 countries around the globe and, if direct export business is also included, then this rises and represents activity in 95 different countries. 
13.
A key priority for the North East Scotland economy as identified in the joint private and public sector strategy “Building on energy – The economic manifesto for Aberdeen City and Shire” is anchoring this highly-mobile global services industry around Aberdeen as North Sea production declines. As it makes a substantial contribution to UK economic growth, skills and employment, public finances and securing the UK’s energy supplies, supporting this international energy hub should be of strategic importance to the UK as a whole. The industry requires global connectivity to operate successfully in a competitive environment so maintaining and developing the air services which it needs be a priority for Government.  

14.
While the number of direct flights from Aberdeen Airport to key business and leisure destinations in Europe has grown and will continue to grow, it is highly unlikely that they will ever include key hub airports in North America (although Houston is a target) and Asia. Interlining through London is accepted as the best way of accessing other major centres of the oil and gas industry around the world, in particular using BA’s international network. As BA begins to consolidate its operations at Heathrow with the opening of Terminal 5, this increases the importance of connections between Aberdeen Airport and Heathrow. Failing to maintain if not increase Aberdeen’s links with London effectively cuts off much of the UK’s oil and gas industry from conveniently being able to access many international energy hubs and increases the challenge of securing its long-term commitment to North East Scotland. 
15.
The loss of international connectivity through Heathrow would also be a blow to other important industries in North East Scotland such as financial and business services, academia and the region’s ambitions to significantly grow its tourism industry between now and 2015.
16.
SCDI recognises that there is significant local concern over the impact of adding capacity at Heathrow. Aberdeen Airport faced similar challenges with public debates about granting permission to extend its operating hours to 24 hours and extend the runway length. However, since the changes to its opening hours were made it would appear that local fears were largely misplaced. In the view of SCDI members in the North East, Government and local planning authorities should consult fully and minimise any impact on nearby residents and the local environment, but their decisions must reflect that the long-term economic prospects of the UK economy in this age of globalisation depend on its international links. Regional airports are taking at times difficult steps to improve their access and connectivity. Their efforts should be supported by measures to retain access from them to Heathrow. 
Alternative surface transport links to London

17.
There are no practical alternatives to air travel for accessing Heathrow from Inverness and Aberdeen. There is one train service each way per day between Inverness and London King’s Cross plus the sleeper. This takes eight hours. Train services between Aberdeen and King’s Cross are limited to three each way per day (with the latest leaving London at 16:00) plus the sleeper. These all take over 7 hours. The quickest journey across London between King’s Cross and Heathrow involves changes to the London Underground and the Heathrow Express, adding at least another 30 minutes to the overall journey. Travelling by road between Aberdeen or Inverness and Heathrow takes even longer. Rail and road are simply unrealistic options for the vast majority of international businesspeople or, indeed, for leisure travellers. 
18.
Using other London airports to connect to Heathrow is also often unattractive. This involves multiple changes between public transport modes and, including baggage reclaim and checking in at Heathrow, adds at least another three hours to the journey time. It also increases the probability of inconvenience and delays. Advice for the Heathrow-Gatwick shuttle bus is to allow 3 hours minimum from landing to check-in at the other airport.

Conclusion 

19.
SCDI members in the Highlands and Islands and North East Scotland are generally supportive of the case for adding capacity at Heathrow airport, but want the Government to pay more attention to how it is utilised. Such an approach would be consistent with the Government’s overall economic objectives and in the interests of the entire UK economy. 
20.
UK Government decisions over decades have entrenched Heathrow as the UK’s hub airport. Most recently, the Department for Transport support for the Crossrail scheme involves a £5.6bn contribution from taxpayers - the public and businesses - around the UK. (It is worth pointing out that this public funding could have been used to significantly reduce North-South journey times.) While this scheme will undoubtedly benefit the UK economy as a whole, it must be recognised that improved access to Heathrow is not just of interest to The City of London, but also to the UK regions. If the UK Government is serious about all regions of the UK sharing in and contributing to the country’s economic success, then this cannot simply be on the basis of trickle down wealth generated in London, but also depends on peripheral regions being afforded a fair opportunity to access international markets. Indeed, this approach would help to relieve pressures on the South East of England economy. 
21.
SCDI recommends that, through planning consent or traffic regulations, some of the additional capacity at Heathrow is used for regional air services, and believes that there is a very strong case for protecting access for the peripheral airports at Aberdeen and Inverness.
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