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1 introduction
Background

1.1 In November 2006, Bristol International Airport (BRS) published its Master Plan, which sets out its detailed plans for the development of the airport through to 2015 and gives some indicative plans through to 2030.  North Somerset Council, the planning authority for the airport site, commissioned York Aviation to undertake a review of the consultation draft of the Master Plan in late 2005.  This has been updated in relation to the final Master Plan in December 2006.  One of the issues identified within these reviews was the need to better understand the role the airport plays in supporting economic activity in the wider economy.
1.2 Within the suite of documents that make up the Bristol Airport Master Plan, there is an extensive economic impact assessment of the airport and its future operations undertaken by Roger Tym and Partners
.  In the main this document provides a good, comprehensive assessment of the economic impact of BRS.  However, there were a small number areas where both North Somerset Council and Bristol City Council felt that they would like either additional information or an independent view on particular issues.  These areas are essentially as follows:
· an analysis of the connectivity provided by BRS and its usefulness to the business base served by the Airport.  This analysis acts as a proxy measure for the Airport’s importance as an influence on company location decisions, productivity and the ability of its catchment area to partake in the global economy;
· the pattern of inward investment into the Bristol City Region in recent years and the role played by BRS in influencing this pattern;

· the importance of BRS in supporting inbound tourism to the City Region.

1.3 In addition, both NSC and BCC were interested in considering the continued validity of the economic context for the development of air transport set out by the Future of Air Transport White Paper.  This analysis has been informed primarily by the recent White Paper Progress Report published by the Department for Transport shortly before Christmas. 
1.4 These areas for consideration provide the terms of reference for this short report.

The Framework for Analysis

1.5 At the outset, it is important to establish the analytical framework used to consider the economic impact of BRS.  This places in context the issues relating to the catalytic impact of BRS discussed within this report.  We have summarised the standard framework used for assessing the economic impact of airports in Table 1.1.  This is the framework for analysis used by York Aviation in all of its work in this area, it is also the basis for the assessment made by Roger Tym & Partners and is the recommended framework as defined by ACI Europe.
	Table 1.1:

Framework of Economic Impact Analysis

	Impact

Category
	Definition
	Examples

	Direct
	Employment and income and wholly or largely related to the operation of the airport and generated within the Airport Operational Area
	Airport operator, airlines, handling agents, control authorities, concessions, freight agents, flight caterers, hotels, car parking, aircraft servicing, fuel storage, safety and security staff

	Indirect
	Employment and income generated in the chain of suppliers of goods and services to the direct activities
	Utilities, retailing, advertising, cleaning, food, construction

	Induced
	Employment and income generated by the spending of incomes earned in the direct and indirect activities
	Retailing, restaurants and entertainment

	Catalytic
	Employment and income generated by the attraction, retention or expansion of economic activity as a result of connectivity via the airport
	Inward investors and exporting companies and visitor attractions

	Source: York Aviation


1.6 It is possible to generate robust estimates of the employment and value added by the first three categories and this is one of the primary exercises undertaken by the Roger Tym’s report.  However, the examination of the catalytic or wider benefits is complex.  They are, unfortunately, not easily definable in terms of employment supported or gross value added generated
. 
1.7 It is, therefore, necessary to consider wider indicators and qualitative evidence in relation to the impact of BRS.  As we have described, the Roger Tym’s report does this in some detail but there are the specific areas where NSC and BCC are interested in examining particular issues in more detail or establishing an independent view.  These areas are the focus of this short report.
Structure of this Report

1.8 The remainder of this report is structured as follows:

· in Section 2 we examine the economic context set by the Future of Air Transport White Paper and the more recent Progress Report;
· in Section 3 we analyse the connectivity offered by BRS and the links the Airport provides to key business centres;

· in Section 4 we discuss the role airports play in company location and investment decisions and discuss the pattern of inward investment in the Bristol City Region in the light of this evidence.
· in Section 5 we look specifically at the issue of inbound tourism and the role played by BRS in bringing visitors to the City Region.
2 THE Future of Air Transport and the Economic Context
Introduction

2.1 The Future of Air Transport White Paper was published in December 2003.  The White Paper established a framework for the development of the air transport industry across the UK.  In this Section, we set out the economic justification for future development and comment on its continued validity.  We then move on to examine the economic arguments outlined in the recent Progress Report published by the Department for Transport.
The Future of Air Transport White Paper

2.2 At the heart of this strategy for the future development of the industry is recognition of the vital role that airports play in a modern economy:

“Our economy depends on air travel. Many businesses, in both manufacturing and service industries, rely on air travel; and it is particularly important for many of the fastest growing sectors of the economy. Visitors by air are crucial to UK tourism. Airfreight has doubled in the last 10 years; one third by value of all goods we export go by air. And 200,000 people are employed in the aviation industry, with three times as many jobs supported by it indirectly.”

2.3 This demonstrates clearly the two facets of the economic impact of airports:

· their role as facilitators of economic activity in the wider economy through the connectivity they provide;

· their importance to sub-regional and regional economies as major employers and generators of economic prosperity.

2.4 The White Paper highlighted the requirement for a balanced approach to future development, with the needs of a growing economy and more prosperous population balanced against the environmental and other wider impacts of aviation:

“A balanced and measured approach to the future of air transport is needed, which:

· recognises the importance of air travel to our national and regional economic prosperity, and that not providing additional capacity would significantly damage the economy and national prosperity;

· reflects people’s desire to travel further and more often by air, and to take advantage of the affordability of air travel and the opportunities this brings;

· seeks to reduce and minimise the impacts of airports on those who live nearby, and on the natural environment;

· ensures that, over time, aviation pays the external costs its activities impose on society at large – in other words, that the price of air travel reflects its environmental and social impacts;

· minimises the need for airport development in new locations by making best use of existing airports where possible;

· respects the rights and interests of those affected by airport development;

· provides greater certainty for all concerned in the planning of future airport capacity, but at the same time is sufficiently flexible to recognise and adapt to the uncertainties inherent in long-term planning.”

2.5 In relation to BRS, the White Paper supports development up to around 12 mppa by 2030 and confirms the Airport’s role as the primary gateway for the South West region:

“The main potential for growth in the South West will be at Bristol Airport. Having due regard to the environmental impacts that would accompany its expansion, we support its development to around 12 mppa, to include a runway extension and new terminal south of the existing runway when these are required.”

2.6 In relation to the South West as a whole the White Paper specifically recognises the economic development importance of the Region’s airports:

“As the region's airports grow, however, there are likely to be considerable opportunities to attract inward investment and inbound business travellers, and also predominantly leisure-orientated traffic (foreign and domestic tourists), for whom the travel times by alternative surface modes are a significant constraint.”

2.7 The Future of Air Transport White Paper based the economic justification for the future expansion of air transport on the importance air services to the economic health and prospects of the UK economy, recognising that this expansion will bring further environmental costs.  In terms of the development of the UK economy since the publishing of the White Paper, there is little to suggest that the UK economy has become more insular, in fact flows of international investment and trade have grown since 2003.  Similarly, globalisation has continued and the balance of world economic development has continued to shift to the East, with China and India growing particularly rapidly.  This suggests that the future growth of air transport is now more important to the prospects of the UK economy than it was in 2003.
Air Transport White Paper Progress Report

2.8 In December 2006, the Department for Transport published the Air Transport White Paper Progress Report.  This document reports on progress on the policies and proposals set out in the Future of Air Transport White Paper.

2.9 At the outset, it should be noted that the Government remains committed to the strategy set out in the White Paper, stating that “it strikes the right balance between economic, social and environmental goals”
.

2.10 The Progress Report focuses strongly on the issue of climate change, the need for sustainable growth in air transport and the key role that this growth will play in the future economic development of the UK, taking cues from the recent Stern and Eddington Reports.  
2.11 In terms of the economic importance of air services, the Progress Report very much echoes the messages originally set out in the Future of Air Transport White Paper.  The forecasts associated with the Progress Report envisage UK airports handling around 465 million passengers per annum in 2030, up from 228 mppa in 2005.  This growth in demand remains strongly positive even when substantially higher costs or slower economic growth are factored in to the predictive model.
2.12 DfT believe that the strength of this demand growth comes from four principle factors:

· “international competitiveness;

· trade and freight transport;

· aviation’s direct contribution to economic development; and

· people’s aspiration to travel.”

2.13 These drivers of growth represent an increasingly open, global economy, reflecting both the recent evolution of the UK economy and the Government’s aspiration for its future development:
· international competitiveness – the Progress Report cites recent research undertaken by Oxford Economic Forecasting (OEF) that identified that access to air services is an important factor for 25% in influencing where they locate their UK operations.  This research also identified that access to air services also affects the decisions by 10% of companies as to whether they invest in the UK at all.  A similar number of companies cited access to overnight air freight services as being a vital consideration in their location decisions.  There is also substantial evidence to suggest that access to air services has a disproportional impact on the location decisions of hi-tech and knowledge intensive sectors, which, with their global customer bases and links, are central to future aspirations for the UK economy;
· international trade and travel – the Progress Report goes on to identify the increasingly important role air freight plays in the UK’s international trade, quoting a DfT freight study
 that identified that in 2005 around 25% of UK visible trade value went by air.  The Progress Report also notes that the rapid expansion of the route networks at UK airports offers even greater opportunities for business links, particularly as links with the world’s emergent economies improve.  The essential role UK airports play in supporting the UK tourist industry is also cited.  The UK now has the fifth largest tourism industry in the world, with over 30 million overseas visitors coming to Britain in 2005.  Over two thirds of these visitors arrived in the country by air;
· aviation’s direct contribution to economic development – the Progress Report re-iterates the importance of the air transport industry as an employer and generator of prosperity in its own right.  OEF estimates that the sector directly employs more that 200,000 people and contributes £11 billion directly to the economy;
· people’s aspirations and attitudes to flying – the Progress Report recognises the importance of increasing prosperity in driving people’s demand for air travel.  However, it also notes the increasing awareness amongst the public with regard to climate change issues.
2.14 These drivers of demand essentially encapsulate the economic context for the continued future growth in the air transport industry.  As outlined in the original Future of Air Transport White Paper, the need for air services to support an increasingly global economy and to accommodate the travel aspirations of an increasingly prosperous population has to be balanced against the costs of that expansion.  However, there is little doubt that expansion is required if the UK is to enhance or maintain its economic position.
Conclusions

2.15 In this Section, we have examined the economic context and arguments behind the Future of Air Transport White Paper and the later Progress Report.  Both documents identify the continued development of air services as an essential facet of future UK economic growth, particularly considering the increasingly global focus of the UK economy and the growing importance of knowledge intensive sectors.  These arguments are not new and they are tempered by the need to consider the environmental impacts of this expansion, however, they remain valid and will become more so if the UK and world economies develop as expected.
3 THe Value of Connectivity
Introduction

3.1 In this Section, we examine the extent and usefulness to the Bristol City Region business base of the connectivity offered by BRS.  We do this through the use of our value connectivity tool, which combines information regarding the Airport’s route network with a structured assessment of the usefulness of the destination as a business centre.

3.2 This examination of the value of connectivity acts as a proxy measure for the catalytic impact of an airport.  It helps to articulate the extent to which it can impact on company location decisions, support international trade and investment and build productivity growth.  We explain the derivation of this measure in more detail below. 

The Value of Connectivity

3.3 At the heart of an airport’s ability to influence company location decisions and to support productivity and competitiveness is the strength of the route network it provides in terms of its usefulness in serving destinations and markets that are required by the potential investors and the existing local business base.  In this context, it should be recognised that each service or destination is not of equal value:  

· at one extreme a weekly charter service to a sunshine tourism destination is likely to be of little value to a business traveller;

· at the other a scheduled multiple daily frequency flight to a major business destination is much more likely to be a useful tool to the business community.

3.4 This establishes two service characteristics that can be analysed and used as a basis for an assessment of the potential usefulness of an airport as a business tool.  

3.5 A third factor that needs to be considered is accessibility to these services and the availability of competing services.  By convention, and based on previous research, it is believed that airports exert an influence on decisions within an approximate one hour travel time radius of their location.  This analysis therefore examines the connectivity offered by all airports within an approximate one hour radius of Bristol or the comparator cities.  With respect to Bristol, this means that we have included also Cardiff and Exeter Airports in this analysis.  Considering their positions and their potential value to some areas of the City Region, it seems sensible to include them within the analysis.
3.6 The analysis provides a relative measure.  In itself, the connectivity index value has no meaning, it needs to be compared to either comparator cities or airports or over time.  In other words, the value connectivity index can be used to answer essentially three questions:

· the relative importance of different airports within the one hour drive time from a city;

· the relative value of the connectivity offered by an airport or available to a city compared to comparator airports or cities;

· the improvement in the connectivity that can be derived from growth in an airports route network.

3.7 The index is calculated by multiplying the weekly frequency of each service offered by an airport by a notional valuation of the value of the service destination as a business centre based on work undertaken by the Globalisation and World Cities network (GaWC) at Loughborough University.  This work examined the location decisions of 74 advanced service firms, such as accountants, international law firms and advertising agencies, around the world to produce a ranking of world cities.  This ranking can be seen as a proxy for the usefulness of cities as business destinations.  The list includes 122 cities that show varying degrees of evidence of world city development.  The results of the GaWC research are summarised in Table 3.1.  Each city within the list is assigned a score of between 1 and 10, with 10 being the highest.  Cities outside of this list are assumed to score 0.
	Table 3.1:

Globalisation and World Cities Network

Inventory of World Cities

	Alpha World Cities

	London, Paris, New York, Tokyo, Chicago, Frankfurt, Hong Kong, Los Angeles, Milan, Singapore

	Beta World Cities

	San Francisco, Sydney, Toronto, Zurich, Brussels, Madrid, Mexico City, Sao Paulo, Moscow, Seoul

	Gamma World Cities

	Amsterdam, Boston, Caracas, Dallas, Düsseldorf, Geneva, Houston, Jakarta, Johannesburg, Melbourne, Osaka, Prague, Taipei, Washington, Bangkok, Beijing, Montreal, Rome, Stockholm, Warsaw, Atlanta, Barcelona, Berlin, Buenos Aires, Budapest, Copenhagen, Hamburg, Istanbul, Kuala Lumpur, Manila, Minneapolis, Munich, Shanghai

	Evidence of World City Formation

	Relatively Strong Evidence

	Athens, Auckland, Dublin, Helsinki, Luxembourg, Lyon, Mumbai, New Delhi, Philadelphia, Rio de Janeiro, Tel Aviv, Vienna

	Some Evidence

	Abu Dhabi, Almaty, Birmingham, Bogota, Bratislava, Brisbane, Bucharest, Cairo, Cleveland, Cologne, Detroit, Dubai, Ho Chi Minh City, Kiev, Lima, Lisbon, Manchester, Montevideo, Oslo, Rotterdam, Riyadh, Seattle, Stuttgart, The Hague, Vancouver

	Minimal Evidence

	Adelaide, Antwerp, Aarhus, Baltimore, Bangalore, Bologna, Brasilia, Calgary, Cape Town, Colombo, Columbus, Dresden, Edinburgh, Genoa, Glasgow, Gothenburg, Guangzhou, Hanoi, Kansas City, Leeds, Lille, Marseille, Richmond, St Petersburg, Tashkent, Tehran, Turin, Utrecht, Wellington

	Source: ‘Introducing GaWC: Researching World City Network Formation’ by P.J. Taylor, D.R.F Walker and J.V. Beaverstock.


3.8 In terms of analysing the importance of BRS, we have selected two groups of cities to act as comparators:

· the English core cities group – the purpose of this selection is to provide an analysis of the connectivity of the Bristol City Region, the primary city served by the Airport, compared to its nearest English comparators;

· a series of other major European cities – cities and regions are now competing in an international market place, it is therefore appropriate to examine Bristol in the context of some of its major European competitors.  This group has been selected to reflect cities of a similar size and status in consultation with NSC and BCC.

Connectivity of the Core Cities

3.9 The results of this analysis in relation to the English Core Cities are set out in Figure 3.1.  In each case we have shown the connectivity derived from the main airport serving the city
 and the proportion provided by other airports within the approximate one-hour drive-time of the relevant city centre.
	Figure 3.1:

Value Connectivity Results for the English Core Cities
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	Source:

York Aviation.


3.10 There are a number of key points to note from this analysis in relation to connectivity available to the Bristol City Region and the role played by BRS in supporting this connectivity:
· BRS is the primary provider of air service connectivity to the Bristol City Region and as such must be viewed as an essential tool for the business base.  In its own right, the Airport is a major provider of business connectivity, offering a more ‘valuable’ route network and frequency of service than competitors such as Liverpool, Leeds Bradford and Nottingham East Midlands.  The Airport provides access to a range of GaWC Alpha cities, such as New York, Paris, Frankfurt and Milan, and a range of Beta and other cities, including Brussels, Madrid and Zurich.  Cardiff and Exeter airports currently provide relatively limited business focussed connectivity but remain potentially useful alternatives for some parts of the City Region;
· BRS does, however, lag behind other key airports such as Manchester, Birmingham and Newcastle.  This is perhaps unsurprising in relation to Manchester and Birmingham, which are substantially larger airports, with, crucially, more extensive long-haul networks.  However, further consideration is perhaps needed in relation to Newcastle, which is of a very similar size in terms of passenger throughput.  This slightly anomalous result comes from the high number of services to London from Newcastle, a destination that it is clearly not sensible to serve from BRS.  London, as an Alpha City, scores highly in the analysis and these services account for over half of Newcastle Airport’s connectivity score.  Without this distortion BRS actually offers a considerably higher level of business connectivity.  It should be noted that this will also have some impact on the position of Manchester Airport;
· the overall position of Bristol City Region is, however, less positive compared to its core city comparators.  This is to a large extent the product of the dominance of Manchester Airport in the north of England, which provides the majority of business connectivity to Manchester, Leeds and Liverpool, putting them substantially ahead of any of the other members of the core city group.  There is also an issue for a number of the more northerly cities in terms of the effect of feeder services to London in this analysis.  In the overall context of the connectivity offered by these airports, access to London is an important part of their function and business offer.  However, in examining the relative position of Bristol it is perhaps helpful to consider the position without the London links.  The results of this analysis are set out in Figure 3.2.  While the influence of Manchester and Birmingham airports remains obvious, what might be termed the true nature of BRS’s connectivity becomes clear.  With the London services excluded, Bristol’s relative position compared to the other UK core cities improves considerably, overtaking all but Manchester, Birmingham, Leeds and Liverpool.  Considering the relative proximity of the largest provider of business connectivity in the UK, Heathrow, BRS must be considered an important business tool for the City Region offering good access to key European business destinations.  Consequently, it is reasonable to conclude that the airport, in combination with other factors, has the ability to influence company location and investment decisions positively in the UK context.
	Figure 3.2:

Value Connectivity Results for the UK Core Cities

excluding London Services
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Bristol and its European Comparators

3.11 We have also looked at Bristol’s position in relation to a number of other European city regions:

· Bilbao;

· Bologna;

· Bordeaux;

· Copenhagen;

· Glasgow;
· Edinburgh;

· Hamburg;

· Lyon;

· Munich;

· Stockholm;

· Turin;

· Valencia.

3.12 Once again, we have provided an analysis of the connectivity offered by the main airport for each city and the other airports within a one hour drive time.  The results of this analysis are shown in Figure 3.3.
	Figure 3.3:

Value Connectivity Results for Bristol 

and its European Comparators
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3.13 Overall, the picture is not particularly positive.  Bristol City Region is the worst connected of this group.  However, again some further analysis is required to draw out useful conclusions with regard to BRS and its potential to provide wider economic benefits through the connectivity it provides.

3.14 It is perhaps helpful to try to understand to some degree the pattern that is shown in Figure 3.3.  There are essentially three groups of cities within this analysis:

· at the upper end, Munich stands on its own.  It is by far the best connected of this group on the back of its designation as a hub by Lufthansa and the growth of its extensive long-haul network.  This means that in terms of its ability to support wider economic benefit it is someway ahead.  It is, however, perhaps somewhat unfair to compare Bristol in this light, particularly as the network model operated by the airline will mean that in its own right the Munich City Region would not support the same level of connectivity;

· the next group includes Copenhagen, Glasgow, Edinburgh, Hamburg, Lyon and Stockholm.  This group might be considered an aspirational group for Bristol and represent a target level of connectivity to be achieved.  There are, however, some anomalies within this group that should also be considered.  Copenhagen, as the intercontinental hub for SAS, is perhaps in a similar position to Munich, in that the connectivity on offer may be somewhat above that it would naturally support as a city region economy.  Glasgow, as with English core cities, gets something of a boost from the high frequency services to London that are simply not a sensible proposition for Bristol;
· the final group includes Bristol and our remaining comparators.  This group includes significant European cities but those that would not perhaps be considered in the top tier.  Within this group, Bristol does lag slightly behind and this is a position that it should seek to improve and that will improve with further expansion at BRS.  This would enable the City Region to ‘punch its weight’ more effectively in terms of attracting investment and encouraging an international business base.
3.15 One of the noticeable differences between certainly the middle group and Bristol is the more significant development of long-haul services from a number of the comparator city airports.  A basic glance at the GaWC list demonstrates quickly that many of the high value destinations are what would be considered long-haul and, moving beyond this basis for scoring, the pattern of world economic development, particularly the rise of India and China, means that long-haul destinations will become more important in the future.  Long haul scheduled services are expected to account for around 6% of passenger traffic at BRS by 2030 (around 780,000 passengers), although York Aviation has expressed some concerns over whether some of these destinations are deliverable without an extension to the existing runway
.
The Future Value of Connectivity

3.16 In terms of examining the level of value connectivity that BRS will offer in the future, it is difficult to make precise estimates as future schedules are largely conjecture at present and therefore key inputs such as frequency and destinations are not known.  However, some estimate can be made based on the average score per air transport movement (ATM) per week and a consideration of the future route structure.
3.17 At present, BRS has an approximate value connectivity index per ATM per week of 1.26.  The Airport Master Plan identifies a number of new significant destinations including:
· Atlanta (Gamma City);
· Boston (Gamma City);
· Copenhagen (Gamma City);
· Dubai (Evidence of World City Formation);
· Stockholm (Gamma City);
· Toronto (Beta City);

· Washington (Gamma City).

3.18 This growth in scoring destinations, and in some cases relatively high scoring destinations, suggests that some allowance should also be made for an increase in the score per ATM per week, perhaps to between 1.5 and 1.75.  
3.19 By 2030, this would result in a future value connectivity score for BRS of between 3,125 and 3,650.  This suggests that the business connectivity offered by BRS would be similar to that offered by Birmingham Airport now or Manchester Airport without its London services now.  This would represent a substantial boost to the Bristol City Region in terms of its attractiveness as a place to do business and would add significantly to the City Region’s ability to interact with international markets.

Conclusions

3.20 The connectivity provided by BRS is without question important to the Bristol City Region.  It is the only provider of the international connectivity so essential to developing regional economies within an hour’s drive of Bristol.  Heathrow is, of course, an important, but considerably more distant factor and this additional distance is particularly important in terms of the relative useability of short haul services.
3.21 In terms of the relative position of Bristol compared to its UK core city competitors, with the London services excluded, it performs well.  The level of connectivity available suggests that BRS is a significant tool for the local business base.  The position in relation to its European comparators is perhaps less positive.  The connectivity provided by BRS is only able to position the city in the lowest tier of its comparators.  If the Bristol City Region is to continue its success, it needs an expanding BRS to help bridge this connectivity gap to ensure that it does not fall behind as a place to locate and do business.  Our assessment of future connectivity suggests that, if the routes anticipated within the Master Plan do come forward the connectivity position of the City will improve considerably and it will begin to move up within the comparator group
.
4 Company Location Decisions
Introduction

4.1 In this Section, we discuss the specific role airports play in influencing company location decisions and then consider the role of BRS in supporting inward investment based on recent patterns within the City Region.
4.2 It should be noted at the outset that we do not seek to make an assessment of the number of jobs or the value added supported through the airports influence on company location decisions as we strongly believe that this benefit is not quantifiable.  However, we do believe that this, amongst the other wider benefits of airports, is significantly more important in modern, developed economies than the quantifiable direct, indirect and induced impacts of airports.
Research Evidence

4.3 The factors companies take into account when assessing their location requirements are similar whether they are locally-based or inward investors, or considering a new investment or the expansion of an existing facility.  In other words, they are relevant to the retention and expansion of existing activities, such as increasing presence in international markets, as well as to the attraction of new investment.

4.4 These factors include the availability and cost of labour with the required skills, the availability and cost of sites and/or premises, the communications and transport facilities, the availability of financial assistance and quality of life indicators.  Companies attach different weightings to each factor dependent on their specific needs and circumstances.  However, many companies identify several regions, all of which have, for example:

· sufficient supplies of labour with the required skills at competitive wages;

· a wide variety of suitable sites and premises available on attractive terms;

· a range of other high quality facilities.

4.5 In such circumstances, the presence of an international airport can add considerably to a European or global region's portfolio of assets, either giving it a competitive advantage over other regions lacking this facility or not placing it at a disadvantage compared to regions that do.  In both cases, it will help to secure the region a place on the company's location shortlist.

4.6 For companies, the potential advantages of a location near an international airport include access to:

· international suppliers, customers and markets;

· other parts of the company, such as the headquarters or other branch offices;

· air freight, where security and speed of transport is important.

4.7 These advantages do not stem from the existence of the airport itself, but from the range and frequency of international scheduled services.  The existence of substantial charter holiday traffic is also relevant in this context to the extent that it can help to underpin the financial viability of the airport's facilities and assist companies with the attraction and retention of staff.  

4.8 A large number of studies and surveys have demonstrated that international airports can exert a significant impact on the location decisions of companies, and hence on the level of economic activity in the areas that they serve.  We have summarised some of this evidence in Appendix A.  The available evidence shows that, in general, proximity to an international airport and the wide range and frequency of international scheduled services it provides is an important factor in many location decisions.  

4.9 A number of studies have focussed on the impact of air services on particular sectors within the economy.  Considering the UK wide focus on the development of knowledge intensive, high value added sectors and the consequent relevance to the City Region served by BRS, we have drawn out some key messages in relation to high technology sectors and in relation to what have been termed the ‘drivers of demand’ for air services and ‘air intensive’ sectors.

High Technology Sectors

4.10 A factor in the pattern of mobile investment in the 1990s has been the role played by technology-based businesses.  A study into technology driven economic development
 showed that the key location factors influencing these businesses, compared to more traditional forms of industry, can be summarised as follows:

· availability of a pool of qualified labour – the increasing importance of this factor has been underpinned by a worldwide shortage of skilled technological employees;

· a supportive climate for business growth – this reflects a recognition of both the value of business development and increasing competition;

· availability of venture, seed or growth capital – firms in technology-based businesses are generally innovative and seeking to develop ‘cutting edge’ products and services.  The risks involved, the level of competition and the continuous demand for upgrades and new technologies all create a strong demand for capital;

· close proximity to competitors – clustering is important because it provides access to a large pool of qualified employees;

· ease of transportation/access – this is not generally because of the need to transport goods, but to move people rapidly to a wide range of often worldwide destinations.  As a result, airports have become increasingly important;

· quality and availability of public and higher education – this reflects the need for a highly trained labour force involved in lifelong learning and the research links with universities.

4.11 Evidence from the US suggests that high tech companies are drawn to international airports because their employees travel by air 60-400% more frequently than the general workforce.

4.12 An illustration of this attraction of clusters of high tech companies to areas close to international airports is provided by the Kista development in north Stockholm.  Located within easy reach of Arlanda, the City’s main airport, and close to Bromma, the ‘city centre’ airport, Kista is a world-leading centre of the telecommunications and IT industries.  It is the location for the Swedish or Scandinavian headquarters of such companies as Compaq Computers, Hewlett-Packard, IBM, ICL Microsoft and Sun Microsystems.  Ericsson is the largest single employer and Nokia has selected Kista for its development centre.  There is also a Science Park on part of the site housing around 50 companies providing over 2,700 jobs.

Drivers of Demand and Air Intensive Sectors

4.13 The primary sectors that benefit from air services in the UK fall into two overlapping groups:

· sectors that account for a significant proportion of the business demand for passenger and freight traffic in the UK and hence are the key drivers of business-related demand for air services;

· sectors for which passenger and freight transport account for a significant proportion of their purchases of goods and services and hence for which investment and location decisions are likely to be most sensitive to the availability of business-related air services.  These are sometimes referred to as air intensive sectors.

4.14 Two pieces of research have thrown light on to the definition of these two groups.  The MDS Transmodal Study of UK air freight analysed the purchases of air transport services by sector based on the 1996 input-output tables.  The results are shown in Table 4.1.

	Table 4.1:

Sector Breakdown of the Purchases of Air Transport in the UK

	Sector
	% of air transport purchases

	Banking and Finance
	15.7%

	Air Transport
	11.9%

	Insurance and Pension Funds
	11.2%

	Other Business Services
	 5.3%

	Transport Services
	 5.2%

	Postal Services
	 4.5%

	Wholesale Distribution
	 3.6%

	Recreational Services
	 3.0%

	Printing and Publishing
	 2.3%

	Motor Vehicle Distribution and Repair
	 2.2%

	Total
	64.9%

	Source:

MDS Transmodal – “UK Air Freight Study”.


4.15 Table 4.2 shows that the ten sectors accounted for nearly two-thirds (64.9%) of the demand for air transport, with financial and business services accounting for nearly one-third (32.2%) of demand.  This underlines the importance of major financial and business centres, such as London, Birmingham, Edinburgh, Bristol, Leeds and Manchester, as the drivers of demand for air services and conversely the importance of air connectivity to these centres for their future development.

4.16 In relation to ‘air intensive’ sectors, the Oxford Economic Forecasting report, “The Contribution of the Aviation Industry to the UK Economy”, analysed the proportion of the total transport inputs of economic sectors that is accounted for by aviation (including both air freight and passenger travel) and their expenditure on air transport services per employee.

4.17 The results are shown in Table 4.2 for those sectors in which either the proportion spent on aviation is greater than 20% or the expenditure per employee was greater than £500 in 1996 (defined as ‘air intensive’ sectors).

	Table 4.2:

‘Air Intensive’ Economic Sectors in the UK

	Economic

Sectors
	Share of air transport in total transport demand
	Expenditure on air transport per employee

	
	Rank
	%
	Rank
	£ in 1996

	Extraction
	13
	13%
	2
	£1,152

	Basic Metals
	14
	13%
	7
	   £537

	Coke, Petroleum and Nuclear Fuel
	9
	23%
	3
	£1,044

	Other Means of Transport
	1
	64%
	6
	   £565

	Printing and Publishing
	4
	35%
	9
	   £454

	Precision and Optical Instruments
	10
	20%
	16
	   £140

	Transport
	11
	19%
	5
	   £796

	Communication
	8
	23%
	8
	   £478

	Insurance
	3
	36%
	1
	£1,528

	Banking and Finance
	2
	50%
	4
	   £970

	Computer Activities
	6
	24%
	17
	   £114

	Research and Development
	7
	24%
	25
	     £66

	Other Business Services
	5
	30%
	15
	   £183

	Note: the rankings are out of 35 economic sectors.

	Source:

Oxford Economic Forecasting –

“The Contribution of the Aviation Industry to the UK Economy”,

Table E.2 page 74 and Table E.3 page 75.


4.18 Table 4.3 shows that there are 13 ‘air intensive’ sectors in the UK (on the definition adopted), of which four are in manufacturing and seven are in services.  Five of the ‘air intensive’ sectors were also identified in Table 2.2 as ‘key drivers of demand’ (banking and finance, insurance and pension funds, other business services, transport services, and printing and publishing).  This does not mean that other sectors will not be locally significant in generating demand for particular services, but they are unlikely to be sufficient to generate the demand for a wide range of routes operated at a high frequency of service.

4.19 What is noticeable is the extent to which there is a confluence between these sectors and the key growth sectors in the UK economy.  A key feature of the UK economy in recent decades has been its changing structure.  As the UK economy has matured it has become increasingly based upon knowledge-driven sectors, such as banking and finance and other business services.  While this change has been driven by London it has been reflected throughout the UK regions, particularly in major regional centres such as Bristol.  

Recent Patterns in Inward Investment
4.20 Above, we have described the mechanisms by which airports influence company location decisions.  However, below, we consider the role of BRS in particular.
4.21 At the outset, it worth considering the sphere of influence of BRS on company location decisions.  As a rule of thumb, international airports are believed to exert an influence over an approximate one-hour drive-time.  In Figure 4.1 we show this area in relation to BRS.
	Figure 4.1:

Bristol Airport One-Hour Drive Time

	
[image: image6]

	Source:

Microsoft MapPoint.


4.22 In Table 4.3 we set out the recent pattern in inward investment enquiries received by the Bristol City Council Business Support Unit.
	Table 4.3:

Inward Investment Enquiries within the Bristol City Region

	Year
	Enquiries
	Existing Employment
	Potential New Employment

	2003
	131
	82
	418

	2004
	176
	1,138
	861

	2005
	214
	8,731
	1,251

	2006
	205
	1,753
	1,557

	Source: 

Bristol City Council.


4.23 The Bristol City Region has consistently attracted a significant number of enquiries in recent years, with 2005 representing a peak of 214 enquiries.  Over time, there does seem to have been an overall upward trend.  In terms of the origin of these enquiries, around 9% of these enquiries were from internationally based companies, 4% from the rest of the South West and 67% from the rest of the UK
.  It is also interesting to note that the number of international enquiries has grown substantially in recent years.
4.24 In Table 4.4 we set out the preferred locations for the enquiries received over this period.

	Table 4.4:

Preferred Locations for Inward Investment Enquiries

	Bristol City
	64%

	Bath & NE Somerset
	1%

	North Somerset
	2%

	South Gloucestershire
	3%

	All
	30%

	Source: Bristol City Council.


4.25 This suggests that Bristol City is the strongest attractor in the region, whereas the other local authority areas register relatively view specific enquiries.  It is, however, noticeable that a large proportion of enquiries (30%) are interested in the City Region as a whole.
4.26 The role BRS has played in generating these enquiries is not specifically identifiable but it is noticeable that the Airport’s sphere of influence coincides strongly with the City Region boundaries and that the City Region’s inward investment enquiry performance has improved as the Airport and its connectivity has grown in recent years.  It is also interesting to note some of the main sectors that have been interested in locating within the City Region since the database was established:
· financial intermediation;

· hotels and restaurants;

· transport services.
4.27 These sectors make up a significant proportion of the enquiries in which a sector is identified.  These sectors are recognised as being particularly sensitive to the availability of air service connections and consequently it seems likely that BRS and the services it offers are an important factor in their decision making.

Conclusions

4.28 We have established by reference to a variety of research evidence, the importance of airports in general in influencing company location decisions.  This is important background to understanding the role that BRS plays in terms of attracting and retaining inward investment.  We have identified that the Bristol City Region has generated a significant and growing number of inward investment enquiries in recent years, noticeably as BRS has significantly expanded the services it offers and improved the connectivity it offers.  As we have seen in Section 3, BRS is the primary provider of connectivity to the City Region and it provides significant access to major European business centres.  This connectivity is an important selling point for the City Region in the inward investment market and makes sure Bristol features on ‘short-lists’ of locations where without BRS it might not.
5 Supporting inbound tourism
Introduction

5.1 In this Section, we consider the role played by BRS in supporting inbound tourism to the Bristol City Region.  This is an issue that has been considered at some length by the Roger Tym’s report on the economic impact of the Airport.  As we have described in our report to NSC regarding the Airport Master Plan, we have a central concern regarding the treatment of tourism benefits within the Roger Tym’s work.  In this Section, we discuss these concerns and present a more qualitative assessment of the tourism impact of BRS.
Assessing Tourism Impact

5.2 The economic impact report produced as part of the Master Plan has sought to quantify the employment impact of BRS derived from the tourism expenditure generated by inbound visitors coming through the Airport.  A further adjustment has then been made to ‘net off’ the effect of expenditure taken out of the regional economy by outbound passengers.  As we have described previously, we believe that the catalytic impact of airports, including the impact on inbound tourism, is extremely complex and it is not appropriate to seek to quantify these impacts in the majority of cases as estimates are inherently flawed.  The issue in relation to tourism revolves primarily around additionality:
· in terms of inbound visitors, it is not possible to identify the proportion that are genuinely new visitors to the an area that have come because of the access an airport provides.  In many cases there are alternative routings that could be taken and there are always attractors beyond the simple existence of an air service that bring people to an area to visit.  A direct route to, for instance, BRS opens up and improves access to the Bristol City Region and will in some cases have made possible visits, for instance short breaks, that were not feasible before but the proportion of visitors this accounts for is unknowable;

· in terms of outbound passengers, it is important to consider the reasons for travel and the options available.  Business travellers are in most cases making non-discretionary journeys and will hence find another route and consequently the additional ‘negative’ impact of BRS in terms of outbound expenditure in such a case is zero
.  It should also be noted that, as we have discussed, the existence of connectivity does stimulate international business activity so it could be said that there will be demand stimulation and consequent increase in ‘lost’ expenditure.  However, this is counteracted by the additional economic activity that is the reason for the trip, a figure which is, again, unfortunately unknowable.  Leisure travellers again present a similar but slightly different issue.  While leisure travel is to a large extent discretionary, this does not mean that people will simply abandon their plans if their ‘local’ airport does not offer the service they want or doesn’t exist.  In most cases, particularly in the UK where airports are relatively close together, they will simply switch their demand to a different airport.  Consequently, the actual expenditure ‘lost’ as a result of the services at a particular airport is probably relatively small.  However, again there is no basis on which to make such an assessment. 
5.3 For these reasons, we feel it is more sensible to consider the role of BRS in relation to inbound tourism in qualitative terms.

The Impact of Bristol International Airport

5.4 In economic terms, airports can generate additional benefits if, as a result of the air services provided, business and leisure visitors generate greater expenditure than would otherwise have occurred.  Overseas visitors are the key to this greater expenditure because domestic passengers have the option of travelling by surface modes of transport.  Although it should be noted that BRS does provide connections to a number of important long distance domestic destinations as well, which bring visitors to the area.
5.5 The passenger services provided by airports are a fast way for business and leisure visitors to travel to an area, thus supporting employment in a wide range of facilities, including hotels, restaurants, shops, conference and exhibition centres and visitor attractions.

5.6 Business and leisure visitors require an air transport system with the following key characteristics:

· ease of accessibility to flights - frequent flights to/from their chosen location;

· hubbing to other destinations - passengers will sometimes require onward flights or will want to break their journeys, such as for a business meeting;

· no delays - delays will lead to an airport losing its competitiveness;

· integration of transport modes - an excellent motorway network and good public transport services;

· a critical mass of facilities and services - these include the range of hotels, retail outlets and business facilities both at the airport and close to it.

5.7 In 2005, we estimate BRS handled around 446,000 overseas visitors to the UK, of which around 309,000 came for leisure purposes and 137,000 for business.  Based on CAA survey data, we estimate that around 50% of these visitors remained within the Bristol City Region.  This suggests that BRS already plays a significant role in bringing visitors to the City Region and supporting the significant tourism sector
.  It is, however, also interesting to consider the role of the Airport in the light of the development plans for tourism development in the City Region.  
5.8 In late 2006, the West of England Tourism Development Plan
 reached its final draft stage.  It is important to note that the plan has not yet been endorsed and consequently is still subject to change.  However, it does provide an insight into the future aspirations for the tourism sector in the City Region.  It recognises the essentially urban nature of the tourism offer focussing on Bristol, Bath and Weston, recognising the particular role that tourism can play in re-invigorating and regenerating the formally successful destination of Weston.
5.9 The Plan provides a strategic assessment and overview of the tourism sector and prospects and includes an assessment of the challenges that face the sector in the West of England:
· “Competition is becoming more intense and competitor destinations, both at home and abroad, are investing heavily in new attractions, infrastructure and their environment. Investment is needed simply to keep pace with these.
· Prospects for growth appear to be limited. The domestic market (which accounts for the majority of WoE visitors) is expected to show little or no real growth, although some sectors will be more resilient than others, Overseas tourism has more growth potential but this is a volatile market and projected growth in the emerging markets may focus more on London.

· Visitor requirements and aspirations are changing. Destinations have to appeal to an increasingly sophisticated, quality driven, fragmented and footloose audience and can’t rely on old loyalties. Adapting to changing tastes and demands is a must. Standing still is a recipe for decline. 

· Constraints on public sector spending may have an impact on the resources available for destination marketing and also the funds available for the maintenance and improvement of the public realm, key to the appeal and attractiveness of the urban centres.”

5.10 These challenges present an interesting picture in the context of the potential contribution of BRS to the sector.  The focus on the need to improve the visitor experience, to look increasingly to overseas markets as a source of growth and the need to look to sources away from the public sector to raise the profile of the area suggests a crucial role for BRS.  Airports are facilities that can put an area on the map in a way that few others can and it can significantly improve the visitor experience as it increases the range of direct destinations that it offers, improving the ability of the area to develop in the key short break market in particular.  
5.11 The potential offered by BRS is specifically recognised within the Plan within its strategic priorities:

“The growth of Bristol International Airport provides a strategic opportunity for the WoE although Heathrow (2 hrs by road), and giving access worldwide, is likely to remain the dominant port of entry. Nevertheless, it is estimated that c75k of the sub-region’s overseas visitors (and an unknown number of domestic visitors) currently arrive through Bristol Airport.  If the airport continues to grow as planned then this suggests there is scope for significantly expanding this figure, particularly from the European market.”

5.12 Overall, it seems clear that the Airport is regarded as a significant current asset and an important future opportunity.  The extent to which it will contribute to the sector in the future will depend strongly on the continued growth of its European network and the Master Plan forecasts envisage substantial growth in this area.
Conclusions
5.13 BRS already brings a significant number of both business and leisure visitors to the Bristol City Region, contributing to the tourism sector within the area.  However, it is perhaps in relation to the future challenges facing the sector that the Airport’s true worth becomes clear.  If the sector is to grow, widening its appeal and improving the quality of the visitor experience, it needs a thriving, growing BRS to assist in achieving these aspirations.
	APPENDIX A:

CATALYTIC IMPACT EVIDENCE



“New Location Factors for Mobile Investment in Europe”

Netherlands Economic Institute/Ernst and Young

This study of companies across Europe for the European Commission was undertaken in order to determine the key factors influencing location decisions.  The study investigated the factors influencing 95 individual location decisions across eight countries and 19 regions.  Although this work was undertaken some time ago, it is widely recognised as one of the most comprehensive surveys of the location decisions of investors in Europe.

The study considered the criteria used by companies in selecting both the country and the region within the country in which to locate.  Results are provided for manufacturing plants, offices, distribution activities, services, and research and development.  We show the results for manufacturing plants (Table A.1), offices (Table A.2), distribution activities (Table A.3), and services (Table A.4).

Table A.1 indicates the study showed that proximity to a major airport is a significant, although secondary, factor in relation to decisions regarding the location of manufacturing plants.  Access to a major airport was considered to be particularly important by companies supplying small components by air and by those with foreign parents that required close links between head office and the plant.  Examples of regions where airports were shown to be exerting a significant impact on location decisions for manufacturing plants included Île-de-France (Paris Charles de Gaulle and Orly), Provence (Nice Airport), Bavaria (Munich Airport) and Catalonia (Barcelona Airport).

European head offices comprise the majority of the office activities included in Table A.2.  Whilst a small number of companies were involved in this category, the results suggest that proximity to a major airport is one of the most important regional location factors in relation to European head offices.  Indeed, for many international head office projects, shortlists of potential locations are often drawn up with proximity to an airport as a fundamental requirement.  Air services were required mainly for personnel travelling between European subsidiaries, the parent company and the European head office.  The study also highlighted the fact that air services, along with road and rail, were required as part of the attractiveness of a region to staff.

Table A.3 includes both dedicated distribution centres and combined assembly and distribution activities where the considerations for the latter were the major issue in the location decision.  Whilst a small number of companies were also involved in this category, the results suggest that proximity to a major airport is a significant location factor at both a country and regional level, although not as important as business factors and the quality of road and rail links.

Most of the companies in the services category were involved in financial services and IT.  Table A.4 indicates the study showed that infrastructure factors were less important than in relation to other activities, with the exception of the quality of telecommunications links, although proximity to a major airport was an important factor at a regional level.

	Table A.1:

Key Location Factors for Manufacturing Plants

	
	Companies identifying a factor as

critical or important to the choice of:

	Location

Factors
	Country
	Region

	
	Critical

Factors
	Important

Factors
	Critical

Factors
	Important

Factors

	Business factors:

	Proximity to markets
	34%
	51%
	19%
	31%

	Availability of raw materials, components
	  9%
	23%
	12%
	17%

	Presence of major customers
	17%
	14%
	18%
	  6%

	Availability of a site
	  5%
	  5%
	17%
	17%

	National and local characteristics:

	Financial assistance
	 11%
	20%
	19%
	20%

	Promotion/attitude of government
	  6%
	19%
	  9%
	23%

	Official language/linguistic skills
	15%
	14%
	  2%
	  2%

	Corporate taxation
	  6%
	15%
	  3%
	-

	Labour factors:

	Availability in general
	  8%
	26%
	15%
	32%

	Quality of labour
	  8%
	22%
	  9%
	29%

	Availability of skilled labour
	  9%
	19%
	11%
	22%

	Labour relations
	  6%
	17%
	  5%
	  6%

	Labour attitudes
	  8%
	14%
	-
	17%

	Cost factors:

	Cost of land/premises
	  5%
	17%
	11%
	18%

	Cost of labour
	11%
	22%
	  9%
	17%

	Infrastructure:

	Quality of road/rail services
	23%
	20%
	15%
	32%

	Proximity to port
	  8%
	11%
	  6%
	15%

	Proximity to major airport
	  9%
	14%
	  6%
	31%

	Quality of telecommunications
	  5%
	12%
	  2%
	11%

	Quality of life and personal factors:

	Cultural factors
	  5%
	17%
	-
	23%

	Schools for expatriates
	  2%
	11%
	  2%
	  9%

	Educational facilities
	-
	  6%
	  2%
	12%

	Overall attractiveness of area
	  5%
	  6%
	  6%
	  8%

	Source:

Netherlands Economic Institute/Ernst and Young –

“New Location Factors for Mobile Investment in Europe”, Table 8.3 page 78.


	Table A.2:

Key Location Factors for Offices

	
	Companies identifying a factor as

critical or important to the choice of:

	Location

Factors
	Country
	Region

	
	Critical

Factors
	Important

Factors
	Critical

Factors
	Important

Factors

	Business factors:

	Proximity to markets
	31%
	15%
	-
	-

	Presence of major customers
	  8%
	15%
	  8%
	  8%

	Supporting services/R&D
	10%
	10%
	  5%
	15%

	National and local characteristics:

	Corporate taxation
	31%
	  8%
	-
	-

	Official language/linguistic skills
	31%
	15%
	-
	-

	Cost factors:

	Cost of land/premises
	31%
	  8%
	31%
	  8%

	Infrastructure:

	Quality of telecommunications
	15%
	15%
	39%
	15%

	Proximity to major airport
	23%
	15%
	46%
	15%

	Quality of road/rail services
	  8%
	31%
	46%
	15%

	Quality of life and personal factors:

	Cultural factors
	15%
	  8%
	23%
	  8%

	Schools for expatriate children
	  8%
	15%
	15%
	15%

	Leisure/sporting facilities
	  8%
	23%
	  8%
	15%

	Overall attractiveness of area
	23%
	15%
	39%
	23%

	Source:

Netherlands Economic Institute/Ernst and Young –

“New Location Factors for Mobile Investment in Europe”, Table 8.4 page 83.


	Table A.3:

Key Location Factors for Distribution Activities

	
	Companies identifying a factor as

critical or important to the choice of:

	Location

Factors
	Country
	Region

	
	Critical

Factors
	Important

Factors
	Critical

Factors
	Important

Factors

	Business factors:

	Proximity to markets
	50%
	45%
	30%
	30%

	EU market in general
	35%
	15%
	20%
	  5%

	Presence of major customers
	15%
	  5%
	35%
	15%

	National and local characteristics:

	Official language/linguistic skills
	30%
	20%
	  5%
	  5%

	Financial assistance
	 10%
	30%
	25%
	15%

	Promotion/attitude of government
	  5%
	30%
	15%
	25%

	Corporate taxation
	  5%
	20%
	-
	-

	Labour factors:

	Availability of local labour
	-
	35%
	15%
	20%

	Quality of labour
	25%
	25%
	10%
	25%

	Availability of skilled labour
	10%
	25%
	20%
	20%

	Labour attitudes
	  5%
	30%
	-
	20%

	Cost factors:

	Cost of land/premises
	  5%
	20%
	10%
	10%

	Cost of labour
	  5%
	25%
	  5%
	20%

	Infrastructure:

	Proximity to major airport
	25%
	20%
	25%
	25%

	Quality of road/rail services
	45%
	20%
	35%
	15%

	Quality of telecommunications
	20%
	15%
	10%
	10%

	Quality of life and personal factors:

	Cultural factors
	-
	25%
	-
	20%

	Schools for expatriates
	  5%
	25%
	10%
	25%

	Source:

Netherlands Economic Institute/Ernst and Young –

“New Location Factors for Mobile Investment in Europe”, Table 8.5 page 86.


	Table A.4:

Key Location Factors for Services

	
	Companies identifying a factor as

critical or important to the choice of:

	Location

Factors
	Country
	Region

	
	Critical

Factors
	Important

Factors
	Critical

Factors
	Important

Factors

	Business factors:

	Proximity to markets
	20%
	47%
	-
	40%

	Presence of similar firms
	13%
	-
	27%
	-

	Presence of major customers
	13%
	13%
	13%
	  7%

	Supporting services/R&D
	13%
	  7%
	20%
	27%

	National and local characteristics:

	Financial assistance
	   7%
	13%
	  7%
	13%

	Corporate taxation
	   7%
	13%
	-
	-

	Promotion/attitude of government
	13%
	27%
	  7%
	13%

	Official language/linguistic skills
	40%
	-
	-
	-

	Labour factors:

	Quality of labour
	13%
	13%
	  7%
	20%

	Availability of skilled labour
	20%
	  7%
	27%
	13%

	Cost factors:

	Cost of land/premises
	13%
	  7%
	20%
	13%

	Cost of labour
	  7%
	33%
	13%
	  7%

	Cost of rented premises
	13%
	20%
	20%
	  7%

	Infrastructure:

	Quality of telecommunications
	27%
	  7%
	27%
	  7%

	Proximity to major airport
	  7%
	13%
	  7%
	40%

	Quality of road/rail services
	  7%
	-
	27%
	  7%

	Overall attractiveness of area
	13%
	13%
	13%
	20%

	Source:

Netherlands Economic Institute/Ernst and Young –

“New Location Factors for Mobile Investment in Europe”, Table 8.6 page 87.


"European Cities Monitor"

Cushman & Wakefield Healey & Baker (2004)
This annual survey of attitudes to Europe's major business cities has been conducted for over a decade by a leading international firm of property advisers.  Based on a sample of 500 companies:

· 61% stated that easy access to markets, customers or clients was ‘absolutely essential’ when deciding where to locate their business;

· 50% stated that transport links with other cities and internationally was ‘absolutely essential’;

· the other most important location factors were the availability of qualified staff (56%), the quality of telecommunications (47%), the cost of staff (39%) and the business climate set by governments (36%).

Table A.5 includes the top 20 European cities in 2004 in terms of providing
:

· easy access to markets;

· qualified staff;

· external transport links;

· the best business locations (Overall Ranking).

The rankings are dominated by the cities with the four international hub airports (London, Paris, Frankfurt and Amsterdam) and by the other European cities with major airports providing direct links to other European and inter-continental destinations.

	Table A.5:

Top European Cities in 2004

	City
	Access to

Markets
	Qualified

Staff
	External

Transport Links
	Overall

Ranking

	London
	1
	1
	1
	1

	Paris
	2
	2
	2
	2

	Frankfurt
	3
	3
	3
	3

	Brussels
	4
	5=
	5
	4

	Amsterdam
	7=
	7
	4
	5

	Barcelona
	9=
	9=
	12
	6

	Madrid
	11
	9=
	9
	7

	Munich
	9=
	4
	7=
	8

	Berlin
	5
	5=
	10
	9

	Zurich
	16
	9=
	6
	10

	Milan
	6
	8
	11
	11

	Dublin
	23
	15
	22
	12

	Prague
	25
	19
	24
	13

	Manchester
	7=
	13
	7=
	14

	Stockholm
	18
	9=
	20
	15

	Lisbon
	25
	29
	26
	16

	Geneva
	22
	20
	17=
	17

	Düsseldorf
	12
	14
	13
	18

	Hamburg
	16
	17
	17=
	19

	Warsaw
	18
	16
	24
	20

	Source:

Cushman & Wakefield Healey & Baker – European Cities Monitor 2004.


“Technology Driven Economic Development”

Gordon (2000)
A factor in the pattern of mobile investment in the 1990s has been the role played by technology-based businesses.  This study shows that the key location factors influencing these businesses can be summarised as follows:

· availability of a pool of qualified labour – the increasing importance of this factor is underpinned by a world shortage of skilled technological employees;

· a supportive climate for business growth – this reflects a recognition of both the value of business development and increasing competition;

· availability of venture, seed or growth capital – technology-based firms are generally innovative, seeking to develop ‘cutting edge’ products and services.  The risks involved, levels of competition and continuous demand for new technologies all create a strong demand for capital;

· close proximity to competitors – clustering is important because it provides access to a large pool of qualified employees;

· ease of transportation/access – this is not generally because of a need to transport goods, but to move people rapidly to a wide range of often worldwide destinations – thus, airports have become increasingly important;

· quality and availability of public and higher education – this reflects the need for a highly trained labour force involved in lifelong learning and research links with universities.

"Western Sunrise" Study

University of Reading (1987)
This study examined the location decisions of 40 companies in Berkshire to the west of London.  The companies were divided into the following groups:

· 22 British companies that had only single site operations;

· 5 British multi-site companies;

· 13 subsidiaries of foreign multi-national companies.

The companies were asked what they perceived to be the most important factors determining their choice of the Thames Valley (or eastern part of the M4 corridor) as a business location in preference to a location in some other part of the country.  The percentage mentioning the following main factors was as follows:

· Heathrow Airport (75%);

· M4 motorway (63%);

· other motorways and roads (40%);

· local customers (40%);

· availability of suitable premises (40%).

For both single and multi-site firms, access to Heathrow was the single most important location factor.

"Explaining International Production" Study

Dunning, University of Reading (1988)
This study assessed the locational preferences of 83 companies, 30 of which were ‘regional’ businesses and 53 were ‘branch’ businesses and 79% of which were located in the South East Region of the UK.  The companies were asked to rate the importance of various location factors on a scale of zero (not important) to four (very important).

For ‘regional’ firms (those with responsibility for a region such as Europe or the Far East and co-ordinating the operations of a multi-national company), access to airports was the most important location factor with a score of 3.5.  The other important location factors were language (3.4), market size and prospects (3.1), telephone and telex quality (3.0), and the general business framework (3.0).

For ‘branch’ firms (those with responsibility for a smaller geographical area and no co-ordination function), access to airports was the fourth most important location factor with a score of 2.6, behind proximity to clients (3.5), market size and prospects (3.2), and language (3.0).

"Locationally Sensitive Businesses" Study,

Gordon and Cheshire, University of Reading (1993)
This study looked at the factors (positive and negative) which had a substantial impact on the performance of 70 companies in London and 64 in the Reading/Wokingham area to the west of London.  Access to a major airport was mentioned as a positive factor by 44% of the Reading/Wokingham companies and by 34% of the London companies.

The study also involved a telephone survey of 852 companies located in London, Reading and Swindon (also to the west of London), followed by face-to-face interviews with 300 companies.  The study sought to establish the importance of different location factors for the performance of each company.  The most important factor was access to the national road network, followed by access to the airport.  However, for multi-national companies, access to the airport was the most important location factor.  The results of the study are summarised in Table A.6.

Atlanta Studies (1987-1988)
Evidence from Atlanta suggests that direct international services are critical to success in the inward investment market.  A survey of 264 foreign-owned companies in the Atlanta area indicated that the availability of direct international air services was the third most important location factor, behind proximity to markets and to an airport.

A further study in Atlanta found that the number of foreign-owned companies had grown significantly following the introduction of a non-stop service to the relevant home countries.  Table A.7 shows the increase in the number of foreign-owned companies in Georgia in the decade following the US Deregulation Act of 1978.

Table A.7 shows that the number of foreign-owned companies in Georgia rose fourfold over the decade from those countries establishing new long haul services to/from Atlanta.  This evidence underlines the impact that new inter-continental services can exert on the locational quality of an area.

	Table A.6:

Importance of Location Factors for a Sample of Companies in London, Reading and Swindon

	Economic

Sector
	Most Important Factor
	Airport Access

	
	Factor
	% of

Respondents
	% of

Respondents
	Ranking

(out of 16)

	Mechanical Engineering/

Vehicles
	Access to national road network
	60%
	40%
	2nd=

	Electrical/Instrument Engineering
	Access to national road network
	58%
	42%
	2nd=

	Other Manufacturing
	Access to national road network
	48%
	14%
	8th=

	Transport and Distribution
	Access to national road network
	71%
	18%
	11th=

	Hotels
	Access to national road network
	80%
	35%
	3rd=

	Banking and Finance
	Skilled white collar labour
	43%
	29%
	2nd=

	Insurance
	Skilled white collar labour
	50%
	33%
	3rd=

	Business Services
	Access to national road network
	44%
	28%
	6th=

	Total
	Access to national road network
	54%
	28%
	4th=

	Multi-National Enterprises
	Access to

Airport
	41%
	41%
	1st

	Source:

Cheshire and Gordon, Centre for the Study of Advanced European Regions,

University of Reading (1993).


	Table A.7:

Increase in the Number of Foreign Companies

in Georgia, 1978-1988

	Country

of Origin
	Airline
	Start

Date
	Number of Companies
	Employment

	
	
	
	1978
	1988
	

	UK
	Delta Airlines
	1978
	67
	201
	15,733

	
	British Caledonian
	1980
	
	
	

	Japan
	Japan Airlines
	1986
	69
	259
	14,572

	
	Delta Airlines
	1987
	
	
	

	Germany
	Delta Airlines
	1979
	37
	161
	6,806

	
	Lufthansa
	1980
	
	
	

	Netherlands
	KLM
	1981
	23
	116
	5,873

	Switzerland
	Swissair
	1987
	14
	41
	3,279

	Belgium
	Sabena
	1978
	9
	37
	2,691

	Total
	
	
	219
	815
	48,954

	Source:

Atlanta Chamber of Commerce.


"Survey of Foreign-Owned Companies"

West Midlands Development Agency (1992)
This survey was commissioned by the agency responsible for attracting inward investment to the West Midlands Region of the UK and covered nearly half of the 710 foreign-owned companies located in the Region.  Thirteen per cent of respondents identified air transport as a significant factor in their location decision, placing air services on a par with the cost and availability of space, distribution advantages and the quality and productivity of labour.

"The Significance of Airports for Firms"

A Pagnia, University of Cologne (1992)
A survey of 4,000 companies with overseas partners operating in the Rhine Ruhr Valley area demonstrated that an international airport is an essential ingredient for a location, especially for major players in industries with growth potential.  All of the large companies in the area locate their headquarters or subsidiaries close to an airport and a more peripheral location could not compensate for this disadvantage through other attractions, such as lower taxes or cheaper sites.

"An Economic Strategy for Surrey"

Roger Tym & Partners

The preparation of the Strategy included discussions with 23 major head office/headquarters firms in the County of Surrey to the south of London regarding which key location factors were important benefits for them.  All of the firms considered access to an airport to be important and 18 said it was ‘critical’.  Of these 18 firms, 14 mainly used Heathrow, and largely for overseas trips.

Survey of US Corporate Executives (1990)
This survey of US Corporate Executives showed cost factors scoring highly in location decisions, along with accessibility in general and to markets in particular.  Over 50% of respondents identified accessibility to a major airport as being either an important or a very important location factor, on a par with quality of life factors.

Survey of Japanese Executives (1990)
This survey of 250 Japanese companies located in the UK put the transportation network, including airports, as their fifth most important locational requirement, after use of the English language, the physical distribution environment, infrastructure and the presence of other Japanese companies.

Gatwick Airport Company Survey (1996)
A survey of 250 companies located in the local economy showed that 75% of companies rated Gatwick as either ‘critically important’ or ‘important’ to the local economy and 27% of companies stated that the importance of Gatwick was increasing.

Twelve per cent of companies identified Gatwick as a significant factor in their own decision-making.  If this pattern was replicated across the local economy, this implies that the Airport contributes to the attraction and retention of around 31,000 jobs.  Two-thirds of the companies identifying Gatwick as an important factor in their location decision were sited within 20 miles of the Airport (a 30-minute drive-time).

Sectors in which the Airport is perceived as being most important include headquarters operations, electronics, instrumentation and precision engineering, multi-media, professional services and pharmaceuticals.

The results of the survey on the importance of Gatwick to the attraction and retention of inward investment were confirmed in interviews with 11 leading ‘broker’ agencies advising mobile investors.  They all ranked the Airport as amongst the top five factors attracting investment to the County of Sussex and southern part of the County of Surrey, both of which are to the south of London.  The increasing number of international scheduled flights was considered to be an especially significant factor by these brokers.

Schiphol Airport Company Survey
Research undertaken by VNO-NCW showed that businesses around Schiphol Airport are highly dependent on its presence and development.  The percentage of businesses in individual sectors stating that they are dependent on the Airport was as follows:

· transport and distribution
88%

· large international operations
72%

· leisure hotels
75%

· business and financial services
46%

· ‘know how’ intensive industries
42%

The results of this company survey are in line with research undertaken by the Holland International Distribution Council.  This showed that the country is the market leader as a location for European distribution centres.  Holland has 56% of the European total, up from 40% in 1990 and 45% in 1993, with 57% of those from the US, 52% from Japan, 71% from Taiwan and 60% from Korea.  Most European distribution centres are located in the Randstad region of Holland, attracted by the presence of Schiphol Airport and Port of Rotterdam.

Examples of European headquarters and distribution centres located close to Schiphol include Nissan, Reebok, Scanlan, Seagate Technology, Sony, Sumimex Europe and Yamaha.

Hillingdon Business Survey (1990)
Heathrow was ranked as the fifth most important factor for selecting a location in this area west of London by companies included in the 1990 Hillingdon Business Survey.  The Survey included all industrial firms and larger office-based firms in the Borough, with 27% of respondents mentioning proximity to Heathrow as a reason for locating in the area, behind availability of land/buildings, access to motorways, proximity to markets/suppliers and convenience for staff.
� Bristol International Airport Economic Impact Study – Roger Tym & Partners (October 2005, amended October 2006).


� It should be noted that the Roger Tym’s report does seek to make some estimate of the employment generated by tourism impacts attributable to BRS.  However, we have concerns over the methodology used to evaluate this impact, most notably in terms of the assumptions relating to deadweight and displacement and the treatment of outbound passengers.  These are described in more detail in our Report to NSC regarding the Airport Master Plan.


� The Future of Air Transport – Department for Transport (December 2003), page 7.


� Department for Transport, The Future of Air Transport  (December 2003), paragraph 2.18, page 26.


� The Future of Air Transport - Department for Transport (December 2003), paragraph 10.7, page 102.


� The Future of Air Transport - Department for Transport,  (December 2003), paragraph 10.2, page 101.


� The Future of Air Transport Progress Report – Department for Transport (December 2006), Paragraph 1.3 Page 3.


� The Future of Air Transport Progress Report – Department for Transport (December 2006), Paragraph 4.13 Page 23.


� Focus on Freight – Department for Transport (2006).


� Defined as the closest to the city centre.


� See our report to North Somerset Council regarding the Bristol Airport Master Plan (January 2007).


� Although it should be recognised that others will grow and improve their connectivity as well.


� Technology Driven Economic Development, Gordon (2000).


� The origin is not known for around 20% of enquiries.


� Although it should be noted that there is likely to be an additional cost to the City Region as business travellers will be forced to travel further and spend more time accessing an alternate airport.  A journey time saving analysis has been included within the Roger Tym’s report.


� West of England Tourism estimate that tourism accounts for 6% of GVA and 7% of employment.


� The West of England covers the local authority areas of Bath and NE Somerset, Bristol, North Somerset and South Gloucestershire.


� The West of England Tourism Development Plan – Final Draft (October 2006).  Page 35.


� The West of England Tourism Development Plan – Final Draft (October 2006).  Page 40.


� It should be noted that other indicators are included in the calculation of the overall ‘Best Business Location’ ranking.
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