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Introduction
BIA commissioned Roger Tym and Partners (RTP) to write an Economic Impact Study on the
airport and its plans for expansion. We believe that there are a number of points in this that are
either factually wrong, suffer from sins of omission or over emphasize the positive and exclude the
negative. The main Master Plan document summarises the economic impact study, with further
reductions in the negative elements.

Although the document is sizable (108 pages plus appendices) the main points that need to be
brought out are below. The areas of main contention are employment, tourism deficit, benefits to
business, inward investment and wider benefits to the regional economy.

Employment
The study identifies three ways in which BIA creates employment: direct (ie at the airport), indirect
(ie supplying activities at the airport) and induced (created by the spending of the direct and indirect
employees). The plain facts are that BIA had 2284 full-time equivalent direct employees (FTE) in
2004 or about 500 per million passengers and the supply chains create a further 65 indirect
employees in the South West (due to most chains being nationally based). We contest that the rate
of job creation in future will be lower because the thrust of low-cost airlines (and the airport itself)
is to reduce costs and that means increasing productivity.

It has been stated that there will be no check-in staff in 5 years, for instance, and Ryanair have
shown that they intend to phase out hold luggage (to speed up turnaround times) hence reducing the
number of baggage handlers too. The number of indirect jobs are insignificant and should have no
bearing upon the planning process.

Induced jobs are a contentious issue. It is clear that all sources of waged employment will induce
jobs, so there is nothing special about the airport. It is highly likely that most of the extra jobs will
be in the service end of the operation and this is the end where wages are low Ð at least one
employer on the site has an average wage bill per employee that equates to the national minimum
wage. Thus the amount of disposable income for these employees will be low and the amount of
average waged jobs they can induce will be much lower than the ÒmultipliersÓ used by RTP would
imply. There is no distribution of salaries given, merely average figures which will be unfairly
distorted by the few high paid jobs (mostly within the 200 direct BIA employees and some pilots
etc). It is obvious that more jobs will be induced if everyone really did have the average wage of
around £19k rather than a large number being on £9k and a smaller number being on £50k or more
Ð highly waged people being more likely to put large amounts of earnings into savings or other
investments, a low waged have less disposable income after taxes and basic living expenses are
taken into account.

We do not believe that induced jobs should have any bearing on the planning process, particularly
given the lack of detailed information presented and the fact that all employment induces other



employment.

It is also very clear from statements from Jobcentreplus that the airport is not an attractive source of
employment for the deprived wards of South Bristol, and this explains why only 5% of employees
come from there. The issues are access, low wages and unsocial shift patterns making it a very
unattractive alternative to more local work which can be fitted around child-care, or indeed allow
for holding two or more jobs to supplement income. The skills profile of the area implies that only
the lower paid jobs would be appropriate at BIA, and these are precisely the least attractive ones.

It is clear that at least one employer is bringing in large numbers of migrant workers from new EU
states, having a higher level of skills and more willing to take near minimum wages. This does not
solve the local employment problems and will inevitably put more pressure on local housing and
other services. There are even reported cases where local workers have had to quit their jobs due to
lowering wages and been replaced by migrant workers. We contend that this is not to the benefit of
the local economy and should not be favourably viewed by the planning process.

In addition, the planned hotel is expected to create 67 FTE jobs, but it is very likely that this will
displace jobs from other hotels and B&B's in the area, thus by building BIA's near-monopoly in
certain services this does not increase overall benefits to the South West, but just displaces them.
Given that the profits of BIA go largely back to its foreign shareholders, it is clear that more profit
for BIA will mean less money circulating in the local economy Ð in contrast to profits made by
smaller private establishments which are more likely to be spent in the local area.

It also seems from RTP's figures that there is in fact no major unemployment problem in the South
Bristol wards Ð if those wards had the same level of unemployment as the Bristol average then this
would only mean an extra 115 jobs. We contend that these would be far better generated in the
South Bristol area where they would contribute to the economy of that area and reduce the need to
travel.

Tourism Deficit
RTP claim that the spending by overseas visitors using BIA was £38m in 2004, of which £22m was
leisure spending. There is a lot made of this number growing substantially to £27m total by 2030 Ð
but little evidence is given as to why this will be. CAA figures show nationally a very slow rise in
inward tourism and a much higher rate of increase for outward tourism. Most EU states have lower
costs of living than the UK and hence it is likely that the UK will not be seen as an attractive
destination for citizens of many of these countries for tourism purposes.

There is no mention in the main report on outward tourism spending, but in Appendix 3 it is stated
that in 2004 £526m was spent abroad by leisure passengers from BIA and this is expected to grow
to £1079m by 2030. So comparing the leisure inward and outward spends (and taking into account a
12% leakage ie some people fly into BIA for destinations outside the South West) the leisure
spending deficit is £526m-£24m= £502m in 2004 rising to £1079m-£44m=£1035m in 2030.

Thus BIA is currently enabling a deficit of over £0.5bn per year and plans to increase this to over
£1bn per year, to the UK economy as a whole. These figures of BIA's own report tally very well
with calculations SBAE published before.

It is obviously harder to calculate how much of this deficit is lost from the South West region due to
BIA Ð RTP make some unclear assumptions that if BIA was not present then only 7% of this deficit
would be removed due to South West residents not flying out and instead spending in the South
West instead. It is not at all clear how this low number is justified, especially when table 2.1 makes
it abundantly clear that people will only travel for quite short distances to access airports for the sort



of low-cost scheduled flights BIA increasingly has. Thus if they had to travel further to access the
flights they are far more likely to choose to spend their money in a different way within the South
West (to the benefit of the local economy) or to fly less often but for longer visits (eg package
holidays) which are typically cheaper per day and have less impact on leisure spending through the
rest of the year.

SBAE have used a value of 12%, which is the fraction of all UK domestic visits that happen in the
South West (from ONS figures), which we believe is conservative as it is evident that 37% of South
West residents do take leisure trips to other parts of the South West (a statistic give elsewhere in
RTP's report). So if only 12% of this deficit is lost from the region, this is £60m and can be
expected to grow to £120m by 2030.

Benefits to business
BIA and RTP claim that the airport is vital to business in the region and its expansion is vital to the
success of business as well. There is very little evidence of this. Only 20% of current flights are for
business purposes, so it is evident that business passengers could increase substantially without
increasing passenger numbers much or even at all (if leisure passengers are displaced). The routes
are in many cases blatantly tourist oriented and thus attract little or no business custom.

Business customers favour frequent reliable services to a known set of destinations. It is not feasible
for BIA to cover a large set of these Ð especially long-haul destinations. That is why Heathrow is
still the favoured airport for a large number of business customers where they have a choice of
carriers and times to access many business destinations, and can in many cases visit a customer
abroad and return within the day.

At BIA, many of the routes are infrequent or inconveniently timed thus forcing the business
traveller to either stop-over at his destination or travel back using another airport, neither of which
are convenient. This in many cases nullifies any notional time-saving in accessing BIA versus using
another airport, and can greatly increase costs when loss of working time, transport and
accommodation costs are factored in. These issues are ignored by the RTP report which merely
sums up saved time travelling to BIA versus another airport.

The thrust of expansion plans are largely increasing the number of destinations, and to some extent
increasing the frequency to popular leisure destinations. These do not increase the benefits to the
business customer.

An increasing number of domestic flights do serve many internal business destinations Ð but this
competes with both rail travel (a less polluting mode of transport) and encouraging businesses to
use electronic communications instead. Several of the case studies use the airport for visiting other
sites of the same business. These would often be more effectively performed using video and phone
conferencing Ð and it should be against these methods that the time and cost savings should be
measured.

It is stated in several of the case studies that BIA allows access to export markets, yet it has no real
freight handling nor plans to increase it. It is implied that high value small items could be hand
carried through BIA, but in reality few businesses would find this a practical or cost effective way
to run. In reality, dedicated international courier firms would be used, and they in turn would make
use of their own warehouses, planes and international hubs to efficiently distribute such goods Ð
giving the customer the pricing and reliability that they would expect. It is thus questionable what
role BIA can play in any form of goods export.

Inward Investment



It is stated that :
ÒIn summary, the benefits that airport growth are likely to generate are in:
-Cost reductions
-Increasing the size of markets for successful firms
-Attracting inward investmentÓ (section 8.21).
We have shown that the case for cost reductions is dubious, and the case for increasing size of
markets is also doubtful especially where this implies exports going through BIA.

Similarly the case for inward investment is purely assertion, and does not lead on from the
preceding sections. It is clear that the deciding factor for investment in high tech industries is the
presence of a skilled workforce, and often one with entrepreneurs willing to form start-ups. It is
obvious that the presence of BIA has little or no bearing on decisions to invest in search firms and
also clear that expansion of BIA will have no effect either, unless it managed to compete with
Heathrow in the frequency of flights to such long-haul destinations as San Francisco, Tokyo, Seoul
and Bangalore Ð given that the target growth markets for many of these firms are in the Far East or
on the West Coast. We have communications from entrepreneurs and VC's that show these
statements to be representative.

Wider Benefits

Competitiveness

It is stated that the Bristol area has a Òsubstantial proportion of its employees working in high tech
service sectors, leading Milan, Turin, Lyon, Frankfurt and Munich. However Bristol's connecvitivy
is very low Ð seventy fifth in Europe in terms of passenger numbersÓ (section 8.29). This statement
is used to justify that BIA must expand, but we would contend that it actually proves there is no
causal relationship between having a large and expanding local airport and being able to have a
thriving high tech sector in the region. Bristol is sufficiently connected through existing BIA flights
and more importantly through Heathrow to enable this thriving sector, and it is this very sector that
is making significant shifts in the requirement for face-to-face meetings, preferring to use electronic
communications as the most cost-effective way to carry on most business.

The section on competitiveness presents a table comparing the South West with the UK as a whole,
yet many of the figures in it contradict those presented earlier Ð for instance unemployment in the
region is given as 3.9% here vs 5.1% for the UK showing that the South West is thriving, yet in
section 3.1 it is given as 1.5% vs 2.3% and it is clear that Bristol in fact has almost exactly the UK
average unemployment (at 2.2%). Further the Òeconomic activity rateÓ is given as 81.8% in the SW
vs 78.8% for the UK in section 8, but in section 3 this is given as 68% vs 67%.

It is hard to draw conclusions on whether or not the region is thriving or deprived when the
numbers change so much between different sections of the report. It would seem that overall the
Bristol area is about average for the whole country and although it does have hotspots for particular
industries it is not especially prosperous or deserving of special treatment, nor does it warrant
extraordinary expansion of BIA.

In fact the lack of obvious causal links is common in the report, for instance it is stated that in
London the spending on air transport by those in the financial sector is 6 times the average, and yet
it is not clear that this spending is a cause of success or a symptom of inefficiency.

The section again implies that expanding BIA will benefit regional tourism, but ignores the fact that
far more outbound tourists use BIA than inbound and hence expansion will increase the tourism



deficit Ð which is borne out in Appendix 3.

Later it states Òthe most successful cities in Europe have the largest airportsÓ again implying that
building a bigger airport makes a city more successful. Again this is misreading the causality Ð a
successful city will tend to have higher affluence and thus more people who can afford to fly thus
fueling the demand for a larger airport Ð but the airport itself does not make those people more
affluent.

Profits and Tax
An economic aspect that is noticeably not covered in the report is the other outflows of money from
the airport operations, in particular the profits and taxes. BIA is owned by Spanish and Australian
shareholders. In 2005 it paid them £48m in dividends (according to the filing at Companies House)
and thus much of this money can be assumed to have left the UK economy. On the other hand BIA
paid around £1m in corporation tax Ð a seemingly very small fraction of its turnover or profit
(normally the tax rate on profits is 30%). It further paid £1.3m in business rates.

Although there is nothing illegal in this, it does show how little of the airport's profits are ploughed
back into the local and national economy.

Conclusion

The economic impact study is full of statements about benefits using terms such as may, might,
possibly and Òhas potentialÓ and very little that is concretely of current benefit or plausibly going to
be of greater benefit in future. However the current disbenefits, especially the tourism deficit, are
concealed or downplayed.

SBAE believe that given the provable current problems of climate changing emissions, tourism
deficit, traffic and noise, and the insufficient or non-existent measures to mitigate these now or in
the plans for the expansion, coupled with the poor case made for other economic benefits, that the
Master Plan should be rejected and not used to shape planning policy.


