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Executive Summary

This appendix, prepared on behalf of Gatwick Airport Limited
(GAL), presents the results of an economic impact assessment
(EIA) of proposed alternations to London Gatwick Airport’s
(Gatwick) existing northern runways and infrastructure (referred
to herein as 'the Project'). The Project proposes alterations to
the existing 'standby’ or 'northern' runway at Gatwick, which,
together with lifting the current restrictions on its use, would
enable dual runway operations. The proposed alterations would
allow the northern runway to be used for take-off-only
operations (i.e. no landings) for smaller aircraft (up to and
including Code C aircraft).

By enabling dual runway operations, the Project would
significantly expand capacity at Gatwick and in turn allow
additional air traffic to flow through Gatwick and the London
aviation system as a whole. Traffic forecasts produced by GAL
anticipate that by 2047 (the long-term forecast year) the Project
could increase Gatwick’s passenger throughput to
approximately 80.2 million passengers per annum (mppa),
compared to a maximum potential passenger throughput based
on existing facilities (without the Project) of 67.2 mppa. The use
of this capacity by passengers and airlines would have
substantial economic impacts at national, regional and local
levels. GAL has commissioned Oxera to assess these
economic impacts.

The Project is expected to increase employment and value
associated with Gatwick by increasing the scale of economic
activity on site (referred to as 'direct' impacts), in the supply
chains of those firms ('indirect' impacts), from these employees
spending their wages (‘induced’ impacts), and to firms that
locate close to Gatwick because of the connectivity and
business opportunities that it offers (‘catalytic' impacts).
Together, these direct, indirect, induced and catalytic impacts
represent the total impact of the Project. While some of this
economic activity might be displaced from other parts of the UK
or other firms within the local area, the impact on the local
economy would be significant. The total impact derived from the
analysis corresponds to the total net impact of the Project at the
Six Authorities Area level, as it reflects the direct, indirect,

" GVA estimates are reported in 2022 prices.
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induced, and catalytic impacts while taking into account
displacement.

The COVID-19 pandemic had a significant impact on the
aviation sector around the world. Between 2019 and 2020,
passenger volumes dropped by 78% at Gatwick. However, by
the time the Project becomes operational in 2029, GAL expects
that the pandemic will no longer have an impact on the UK
aviation sector as a whole, and Gatwick in particular. As a
result, the analysis in this appendix is based on the assumption
that the COVID-19 pandemic will have a limited influence on
passenger traffic related to the Project in the long run. Although
the pandemic may not have a lasting impact on air traffic, it
could have long-term impacts on the economy and
employment, which are taken into account in this assessment.
In addition, a sensitivity analysis undertaken for the appendix
shows that the Project would continue to deliver economic
benefits even if there is slower growth in forecast traffic.

The analysis focuses on several geographic study areas
defined to support the assessment, and which are in line with
previous ElAs of Gatwick. The economic impact of the Project
has been assessed on the UK as a whole, as well as on three
sub-national areas: the Gatwick Diamond (local authorities
close to the airport), a defined Labour Market Area (the relevant
labour market area around the airport), and the Six Authorities
Area (a whole sub-regional area).

Overall, the Project would bring an economic impact in the Six
Authorities Area of £1.11bn in gross value added (GVA)' per
annum and create 12,800 additional jobs in 2047. Impact
estimates at different spatial scales are presented in Table 1.1.

Table 1.1 Local economic impact of the Project in 2047

Six Authorities

\ \ 2,000 1,300 6,500 12,800

GVA Direct | Indirect | Induced | Catalytic | Total
Gatwick Diamond £55m £72m £131m £544m
Labour Market area | £286m | £84m £96m £318m £783m
Six Authorities £170m £106m £550m £1,112m
Employment Direct | Indirect | Induced | Catalytic | Total
Gatwick Diamond 3.100 700 800 1,500 6,100
Labour Market area ' 1,000 1,100 3,700 9,000

1.1.7

Gatwick also expects to contribute to the local tourism industry
through the additional connectivity that the Project creates. An
increase in local tourism would generate additional economic
benefits through tourists’ spending on hospitality and
attractions. These local tourism impacts are reflected, in part, in
the induced footprint and the catalytic effect, and are discussed
qualitatively in the assessment.

The incremental economic impact of the Project is summarised
in Figure 1.1.

Figure 1.1 Local economic impact of the Project in the Six Authorities

Economic footprint of the Northern Runway Project

Area

£1,000m, 14,000 jobs| [£7,054m, 13,700 jobs

[£1,112m, 12,800 jobs|

7,600 jobs

7,200 jobs

8,500 jobs

1,300 jobs

1,300 jobs 1,300 jobs
£310m, 4,500 jobs

2,000 jobs 2,100 jobs 2,000 jobs

2,500 jobs
400 jobs q ; A

600 jobs 3,100 jobs 3,200 jobs 3,100 jobs

1,000 jobs
2029 2032 2038 2047
m Direct = Indirect u [nduced m Catalytic |

Note: Entries correspond to the incremental difference between the economic impacts of
Gatwick with and without the Project. Values may not sum due to rounding. GVA is reported
in 2022 prices. Employment figures are expressed as headcounts and are rounded to the
nearest hundred. GVA estimates for a particular impact may diverge from the employment

estimates over time due to the forecast increase in GVA per worker.

Source: Oxera analysis.
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Description

2 Glossary Term
Table 2.1 Glossary of terms
Term Description London aviation
: - system
Base year The year that is used to pin down the

Baseline

Catalytic effect

Direct footprint

Economic
footprint

Gross operating
surplus
GVA

Indirect footprint

Induced
footprint

. Net economic
macroeconomic parameters, such that all the

forecasts and estimates are based on this year; this
is set to be 2019 in the analysis. Note this ‘base
year is different from the year used for inflation
adjustment and discounting, which is 2022,

The situation that would arise without the Project;
analogous to the ‘do minimum’ scenario.

impact

The Project

The employment and GVA generated due to the
economic activity of firms choosing to locate or
expand near the airport because of the connectivity
that it offers.

The employment and GVA associated with the
activities on the Gatwick campus site. Employees of
GAL and of other firms that operate on site at the
airport are included.

The economic footprint measures the total resources
(in GVA or employment terms) on and off the airport
used in delivering the economic activity at Gatwick. It
consists of direct, indirect, induced, and catalytic
impacts.

The operating profits of private market entities other
than sole traders.

Source: Oxera.

GVA (gross value added) is a standard measure of
economic activity routinely used by statistical
agencies, such as the UK Office for National
Statistics (ONS) and Eurostat, to measure an
industry’s contribution to the economy’s total output.
It is defined as the total value of output from a
service excluding the value of any intermediate
inputs (i.e. outputs of other sectors used as inputs
from the supply chain).

The employment and GVA supported throughout the
UK via the supply chains of the firms located at
Gatwick.

The employment and GVA generated due to
workers—both on site and in the supply chain—
spending their wages on activities that are not

Environmental Statement July 2023
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necessarily associated with, or located close to, the
airport.

Airlines and passengers at London City, Gatwick,
Heathrow, Luton, Southend and Stansted airports.
Net economic impacts reflect the impacts generated
beyond those that would have arisen anyway if
people employed at Gatwick would have been
employed somewhere else in the area in the
absence of Gatwick.

Gatwick’s Northern Runway Project proposes
alterations to the existing ‘standby’ or ‘northern’
runway at Gatwick, which, together with lifting the
current restrictions on its use, would enable dual
runway operations. The proposed alterations would
enable the northern runway to be used for take-off-
only operations (i.e. no landings) for smaller aircraft
(up to and including Code C aircraft).
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3 Updates in response to consultation
feedback

3.1.1 Table 3.1 summarises the updates to the local EIA that have
been made in response to stakeholder feedback on the PEIR
EIA report produced by Oxera in August 2021, and which was
subject to consultation in autumn 2021.

Table 3.1 Overview of Oxera’s updates to this assessment in

response to 2021 consultation feedback

Topic Summary of feedback Oxera update to this
assessment
Employment The multipliers used to Input-output modelling
impact estimate employment (indirect and now induced)
multipliers impacts appear high and has been revised to adjust
should be reported. multipliers which are
reported.
Induced Induced impacts should be Induced employment is now
employment scoped in to complete the estimated and potential
assessment. overlaps with other impacts
are accounted for in the
revised analysis.
Labour supply = The assumptions used on Owing to the difficulty in
impact displacement and other robustly estimating the net

assumptions

Sensitivity
analysis on
slower growth
impacts

labour supply impacts should
be updated together with an
explanation of how they
apply to the context of the
Project.

The sensitivity analysis
produced by Oxera may not
accurately reflect a worst-
case scenario for local
impacts.
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impacts, including labour
supply impacts, such
estimation has been scoped
out of the assessment. Net
impacts are discussed only
qualitatively in this appendix.
The catalytic impact
methodology has also been
adjusted as a result.

Traffic forecasts for the slow
growth sensitivity, as
produced by Oxera for the
PEIR report, are now
produced by ICF. Oxera
uses these ICF forecasts as
inputs to the sensitivity
analysis as they
appropriately reflect a worst-
case traffic scenario for
economic impacts consistent
with the main traffic
forecasts.

Study area
definition

Type and
quality of
employment
impacts

Experian
forecast
sensitivity

Treatment of
the impacts of
the COVID-19
pandemic

Direct
employment
estimates

Catalytic
impacts

The Oxera and Lichfields
study areas are not
consistent with each other.

More information should be
provided on the type and
quality of employment
impacts.

A sensitivity analysis with
Experian forecasts (used by
local stakeholders) should be
undertaken.

More clarity on how the
impacts of the COVID-19
pandemic are taken into
account in the baseline data.

More clarity on how the
direct employment estimates
were produced.

The methodology used to
estimate catalytic impacts is
unclear and needs to be
clarified.

Two of Oxera’s study areas
have been aligned with those
of Lichfields. Impacts are
now reported for the Gatwick
Labour Market Area and for
the Six Authorities Area (Five
Authorities and Croydon).

A breakdown of employment
estimates by occupational
category is provided and is
considered in the context of
ES Chapter 17: Socio-
Economic (Doc Ref. 5.1).

A sensitivity analysis is
conducted based on
Experian forecasts, as
discussed in this appendix.
Further clarification on
assumptions made in respect
of the impacts of COVID-19
is provided where
appropriate in this
assessment.

Annex 3 explains how direct
employment input estimates
were produced and the
elasticity assumptions used.
The methodology for
estimating catalytic impacts
has been revised and is
explained.

Note: This table summarises the key changes to the local impacts assessment methodology.
Other feedback points made with respect to the presentation of the impacts and additional
information required on the methodology are also incorporated in the update but not

mentioned here.

Source: Oxera.
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4 Introduction
4.1 Background
411 Aviation plays an important role in the UK economy. By

enabling the movement of people and goods internationally, air
travel facilitates trade, investment and business activity as well
as tourism and leisure activity. The role of aviation in
connecting the UK to the global economy is reflected in the
growth of the sector: between 2000 and 2019, the number of
passengers at UK airports increased by 66%.2

4.1.2 Gatwick was the UK'’s second-busiest airport in 2019 and has
continued to hold this position even during the COVID-19
pandemic.? It is currently served by a single runway. It has a
second runway, located to the north of the main runway, but
planning restrictions limit the use of this northern runway to
when the main runway is closed. GAL is proposing to make
alterations to the northern runway, which, along with lifting the
current restrictions on its use, would enable dual runway
operations (‘the Project’). The proposed alterations would
enable the northern runway to be used for take-off-only
operations (i.e. no landings) for smaller aircraft (up to and
including Code C aircraft).

4.1.3 By enabling dual runway operations, the Project would
significantly expand capacity at Gatwick and in turn enable
additional air traffic to flow through Gatwick and the London
aviation system as a whole.* GAL commissioned Oxera to
undertake an EIA of the Project.

4.2 Scope of the economic assessment

421 The Project would lead to significant economic benefits,
including benefits accruing to the national economy as well as
in the local area around the airport. This appendix presents the
results of the local EIA of the Project at different spatial scales.®

422 The economic analysis focuses on several geographic study
areas that have been defined to support the assessment and

2 Department for Transport (2020), ‘Air traffic, United Kingdom airports’, AVI0101. Growth is
reported to 2019 given the impact of the COVID-19 pandemic on passenger figures in 2020—
22.

31n 2019, close to 47m passengers travelled through Gatwick. During the pandemic, however,

only 10m and 6m passengers travelled through Gatwick in 2020 and 2021, respectively.
Gatwick is second to Heathrow, which welcomed 81m passengers in 2019, 22m in 2020, and
19m in 2021 (CAA data).

Environmental Statement July 2023

are in line with previous ElAs of Gatwick. The economic impact
of the Project is assessed on the UK as a whole, as well as on
three sub-national areas. These three areas are defined below.

4.2.3 The approach to assessing impacts for different geographic
study areas is as follows.

= Assess the local economic impact at the level of the seven local

authority districts (LADs) around the airport site, which form the
Gatwick Diamond. These LADs are: Epsom and Ewell, Mole
Valley, Reigate and Banstead, Tandridge, Crawley, Mid
Sussex, and Horsham.

= Quantify impacts in the areas that form the larger Gatwick
Labour Market Area,® a wider area that captures 14 LADs—
Mole Valley, Reigate and Banstead, Tandridge, Crawley, Mid
Sussex, Horsham, Croydon, Brighton and Hove, Lewes,
Worthing, Arun, Adur, Wealden, and Eastbourne.

= Finally, consider the scale of Gatwick’s economic significance
to a larger sub-regional area: the Six Authorities Area. This
covers the county council areas of West Sussex, East Sussex,
Surrey, and Kent” as well as the Unitary Authority of Brighton
and Hove, and the London Borough of Croydon.

424 Figure 4.1 shows the geographic coverage of the analysis.

4 Consisting of Gatwick, Heathrow, London City, Stansted, Luton and Southend airports.

5 A separate Oxera report covers a national cost-benefit assessment of the impact of the
Project on UK society in accordance with the Department for Transport’s Transport Appraisal
Guidance. This separate report is being submitted as a standalone supporting document with
the DCO application, see Needs Case Appendix 1 - National Economic Impact
Assessment (Doc Ref. 7.2).

Appendix 17.9.2: Economic impact of the Northern Runway Project: Local Economic Impact Assessment

Figure 4.1 Geographic study areas

[ Gatwick Diamond
Labour Market Area
[ Six Authorities Area
- Gatwick Airport

Source: Oxera.

425 Local economic impacts correspond to the added value and
additional employment that the Project would generate in the
area around the airport due to the increase in economic activity
from the capacity expansion related to the scheme. In general
terms, gross economic impacts (made up of direct, indirect,
induced, and gross catalytic impacts—together, also referred to
as the ‘footprint’) are measures of the economic activity,
whether on or off site, that is associated with an economic entity
such as Gatwick, or an identifiable change such as the Project.
They include measures such as the total number of workers
employed at Gatwick and the economic output generated
(measured as GVA). The ‘footprint’ of a scheme provides useful
insight into the scale of the economic activity supported by an
entity or a project.

8 This Labour Market Area originates from Lichfields’ analysis regarding where the direct
workforce at Gatwick Airport comes from. The Labour Market Area captures 70% of Gatwick’s
direct workforce.

” This does not include the unitary authority of Medway, which is run by Medway Council and
is independent of Kent County Council.
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426 In particular, the Project is expected to increase employment
and value associated with Gatwick by increasing the scale of
economic activity on site (known as 'direct' impacts), in the
supply chains of firms located on site (known as 'indirect'
impacts), from these employees spending their wages (known
as ‘induced’ impacts), and to firms that locate close to Gatwick
because of the additional connectivity that it offers (known as
'catalytic' impacts). While some of this impact might be
displaced from other parts of the UK or from other firms within
the local area, the impact on the local economy would be
significant.

4.2.7 The analysis focuses on the impact of the Project. The
economic impact of the Project beyond the impact that Gatwick 4.3.3
as a whole would have had in absence of the scheme (i.e. the
baseline) is referred to as the incremental impact. Figure 4.2
illustrates the relationship between the baseline footprint (i.e.
the impact of Gatwick as a whole without the Project), the
overall footprint (i.e. the impact of Gatwick as a whole with the
Project), and the incremental footprint of the Project (i.e. the
difference between the baseline and overall footprints). 4.3.4

Figure 4.2 lllustration of the incremental footprint of the Project

Baseline footprint

4.4

Incremental footprint
of the Project

the project

, 4.4.1

Note: The incremental footprint of the Project corresponds to the difference between the gross
economic impact of Gatwick with (overall) and without (baseline) the Project.

Source: Oxera.

4.3 Policy context 4.4.2

4.31 Undertaking an EIA of the Northern Runway Project addresses
some of the planning policy considerations, against which the
application for development consent will be determined.

4.3.2 For instance, the Airports National Policy® details some of the
considerations for weighing adverse impacts against benefits

8 Department for Transport, 2018a.
¢ Department for Transport, 2013.
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for any airport development, including potential benefits such as
job creation, which the EIA examines. The Aviation Policy
Framework® recognises that the aviation sector contributes
significantly to the UK economy. More recently, Flightpath to the
Future'0 recognises aviation’s vital importance to the UK, in
terms of economic contribution, jobs, and the personal value it
provides to individuals despite current challenges due to
recovery from the impact of the COVID-19 pandemic and
climate change. This assessment, along with the separate
National Impact Assessment, addresses the contribution the
Project could make to the UK national economy whilst
accounting for some of these challenges.

From a broader perspective, various policy documents have
consistently confirmed the Government’s support for making
best use of existing runway capacity at airports beyond
Heathrow. The principle of making best use of existing airport
capacity has been a long-standing and consistent feature of UK
aviation policy since the Future of Air Transport White Paper.

For a summary of the key planning policy documents that
informed the local EIA approach, and its relevance as part of
the application for development consent, please refer to Annex
1.

Traffic forecast scenarios

GAL and ICF have provided forecasts of air traffic at Gatwick up
to 2047. Further information on the forecasts is provided in ES
Appendix 4.3.1: Forecast Data Book (Doc Ref. 5.3). Figure
4.3 shows the build-up of passenger volumes with the Project
from the anticipated opening year of 2029 (with the first full year
of operations anticipated to be 2030) compared with passenger
projections in the future baseline scenario (i.e. without the
Project).

The forecasts suggest that passenger volumes at Gatwick in
the future baseline scenario are expected to grow, with
passenger volumes forecast to exceed 62 mppa by 2038 and
reach 67 mppa in 2047. In the Project scenario, passenger
numbers would increase more substantially following the
introduction of dual runway operations in 2029. The growth rate
is then expected to slow down slightly after 2032. The forecasts
suggest an incremental 61,000 ATMs and 13m passengers at

0 Department for Transport, 2022a.
" Department of Transport, 2003.

Appendix 17.9.2: Economic impact of the Northern Runway Project: Local Economic Impact Assessment

the end of the forecast period as a result of the Project, which is
20% above the baseline. These forecasts are used as the basis
of the analysis in this appendix, and these forecasts are used
consistently throughout the Environmental Statement as the
baseline of other assessments.

Figure 4.3 Gatwick traffic forecasts
90
o __ 80
%g 70
o
4E o
T n
;l*a 40
2 8 30
=2
g8 %
O 10
0
O N DA o AN O N D S > O A
R A I I A I M I PN LN AR

B 3Se e NRP

Note: Passenger growth in the baseline reflects assumptions on improved runway utilisation,
increased load factors and aircraft size. Passenger growth with the Project reflects the same
assumptions as the baseline and additional ATMs enabled by the Project.

Source: GAL.

443 The Forecast Data Book explains that the forecast levels of
passenger growth provide a realistic view of air traffic growth
that would occur at Gatwick, while also ensuring that the
environmental impacts of Gatwick’s growth, some of which,
such as noise, traffic and carbon, rely heavily on the forecasts,
are not understated. This approach also accords with advice
from the Planning Inspectorate to ensure that realistic ‘worst
case’ environmental impacts are understood. It is therefore
possible that the estimated economic benefits of the Project
assessed on the basis of these forecasts may be overstated.
For this reason, economic impact estimates for a scenario that
assumes slower / lower passenger growth at Gatwick are also
provided —see Annex 2. This sensitivity aims to show the effect
of lower levels of demand on economic impacts. The forecasts
corresponding to this sensitivity are used only for the purpose of
this economic assessment.
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4.5 The COVID-19 pandemic and its impact on the
economic assessment

451 The traffic forecasts presented above take account of the effect
that the COVID-19 pandemic has had on Gatwick and other
airports. Between 2019 and 2020, passenger volumes at
Gatwick dropped by 78%.'2 Passenger volumes decreased
further from 10.2 mppa in 2020 to 6.3 mppa in 2021. However,
in 2022, the number of passengers at Gatwick reached
32.8m—more than three times the annual figure in 2021, and
71% of the 2019 traffic, illustrating the significant recovery of
traffic in the recent period. 13

452 As shown in Figure 4.3, it is expected that passenger volumes
rebound strongly after 2022, before transitioning to a more
steady recovery path and reaching 2019/20 levels of traffic in
2024/25 (i.e. approximately 45m passengers). This is in line
with industry forecasts, such as IATA and ACI, which have
estimated that global and European passenger traffic will return
to pre-COVID-19 levels in 2024 and 2025 respectively. 141

453 By the time the Project is operational in 2029, GAL expects that
the pandemic will no longer have an impact on the UK aviation
sector as a whole, and Gatwick in particular. As a result, the
analysis is based on the assumption that the COVID-19
pandemic will not have an influence on passenger traffic related
to the Project in the long run.

454 Although the pandemic may not have a lasting impact on air
traffic, it could have long-term impacts on the economy and on
employment.'® These long-term economic effects are taken into
account in the analysis by using up-to-date baseline data
forecasts from TAG and the ONS. Use is also made of updated
estimates for total local employment within the study area from
Cambridge Econometrics,” which reflect the long-term effect of
the pandemic on employment.

455 Impact estimates in 2019 are used as the baseline for
assessing local and regional economic conditions when the
Project is completed. 2019 is considered to be a better

12 Gatwick Airport (2020), ‘Gatwick Key Facts’, https://www.gatwickairport.com/business-
community/about-gatwick/company-information/gatwick-key-facts/

'3 |bid.
4 ]ATA (2022), ‘Aviation recovery continues despite headwinds’, 21 September.

'5 Airports Council International (2022), ‘Airport Traffic Forecast - 2023 Scenarios & 2023-
2027 Outlook’, December.
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reflection of the future state of the economy than 2020 or 2021,
which were significantly affected by COVID-19. Where it is not
stated otherwise, it is assumed that macroeconomic
relationships that held in 2019 will remain constant in the long
run, absent any up-to-date information suggesting that such
relationships have changed.

3 The local economic impact of the
Northern Runway Project

51 Introduction

51.1 This section sets out the economic footprint of the Project.
The economic footprint is a measure of the resources, whether
on or off site, that are used in delivering the economic activity
generated by the Project. This is typically measured by
employment or gross value added (GVA).8

5.2 Overview of the approach to estimating the economic
footprint
5.2.1 The economic footprint of the Project considers three separate

impacts: direct, indirect, and induced.'® Table 5.1 provides a
summary of the different components of the economic footprint

analysis.
Table 5.1 Local economic footprint overview
Type of
. yp Analysis
impact
Direct Economic activity of firms on site at the
. airport. Examples include air crews or
footprint .
airport management staff.
Economic Economic activity in the supply chain of
‘footorint’ ) Gatwick and other firms located at the
P Indirect airport, such as aircraft parts
footprint manufacturers or maintenance firms.

These firms in the supply chain are not
based at the airport. The estimated

6 For example, please refer to Office for Budget Responsibility (2021), ‘Coronavirus analysis’,

March.

7 Cambridge Econometrics (2022), ‘Local employment by industry’, March. A sensitivity has
also been run on the analysis using employment forecasts from Experian, which do not
significantly change the results of the analysis.

8 GVA is a standard measure of economic activity that statistical agencies (such as the UK
ONS and Eurostat) routinely use to ascertain an industry’s contribution to an economy’s total
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indirect impacts are restricted to those
occurring within the UK.

Economic activity due to workers—both
on site and in the supply chain—spending

Induced their wages on activities that are not
footprint necessarily associated with, or located
close to, the airport, such as barbers and
restaurants.
Source: Oxera.
5.2.2 In addition to the three impacts described above, there is a

fourth component of the economic footprint, the catalytic
footprint, which refers to the economic activity of firms that are
not in the indirect or induced footprint of the airport choosing to
locate near the airport because of the connectivity that it offers.
The catalytic effect is derived from total net impacts and is
discussed separately in section 6. The e