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28 SEPTEMBER 2016 
 
Philip Rutnam  
Permanent Secretary  
Department for Transport  
Great Minster House  
33 Horseferry Road  
London  
SW1P 4DR  
 
 
 
REF: AC-LGW-322 
 
Dear Philip, 
 
Airport Capacity Programme 
 
In view of significant recent developments, further information that has been made available to us, 
and the imminence of a Government decision on an additional runway, we thought that it would be 
appropriate for us to explain why we believe that a decision to choose the Gatwick scheme is the 
only robust and defensible decision reasonably open to Government. This letter sets out that case; 
and offers our view on how the Government can best mitigate the risk of successful legal challenge 
to its decision. 
 
Since the publication of the Airports Commission’s final report, we and our specialist advisers have 
undertaken substantial analysis of the Commission’s work.  This analysis has taken account of 
further information that has become available or apparent over the last year or so, including 
information obtained under FOI requests.  
 
The information that we have received as a result of these requests, together with other material 
we have presented to the Department leave, in our view,  no real doubt that a fair and properly 
executed analysis of Traffic Forecasts, Connectivity and Economic Benefits shows that Gatwick 
will deliver economic benefits that will exceed those of either Heathrow option. These benefits, 
taken together with the clear and widely accepted Environmental Advantages of the Gatwick 
scheme as compared with either Heathrow option, and the much lower Cost and Deliverability 
Risks associated with the Gatwick option, mean that a Government decision not to accept the 
recommendation of the Airports Commission would be perfectly rational and justifiable, and one 
which would be founded on a sound evidential basis. We believe that the best way to mitigate the 
high risk of a successful legal challenge by a third party is for the Government not to take a 
decision in favour of one of the Heathrow options - and thus expressly not to rely on flawed 
analysis undertaken by the Commission. 
 
It is important to recall that the Airports Commission concluded that the Gatwick scheme was a 
credible option for expansion, capable of delivering valuable enhancements to the UK’s aviation 
capacity and connectivity. We have made a number of representations to the Department, founded 
on a strong evidential basis, as to why we believe the Airports Commission erred in its key findings 
or failed to take into account relevant matters when it concluded that that the best answer would be 
to expand Heathrow’s runway capacity, and that Heathrow could provide the required capacity 
most easily and quickly with greater benefits. We provide a summary below of our key 



representations which justify a Government decision not to accept the Airports Commission’s 
recommendation and instead to decide to select the Gatwick scheme.  
 
Traffic forecasts and connectivity 
 
The Commission’s traffic forecasts, when adjusted in light of air traffic data obtained through our 
FOI requests make it clear that Gatwick and Heathrow would deliver comparable levels of 
enhanced connectivity for the UK. This data highlights mathematical errors most notably the 
Commission’s triple counting some UK international passenger journeys. For example, a 
passenger travelling to Hong Kong from Manchester via a London hub airport is wrongly counted 
as three long haul international passengers rather than one long haul (London to Hong Kong) and 
two domestic (one Manchester departure and one London arrival). This error applies to both 
schemes but overstates UK international passengers under Heathrow expansion by 4.2m in 2030. 
As discussed below, given the economic weighting attached to long haul passengers, particularly 
by PwC in their economic analysis undertaken for the Commission, the triple counting error 
profoundly skews the reported economic benefit in Heathrow’s favour. 
As shown in the table below, the adjusted difference in UK long-haul traffic in 2030 between 
Heathrow and Gatwick would be just 0.06m pax, or 0.10%.  This difference is immaterial, 
particularly in the context of an ultra-long term forecast and the inherent uncertainties of the 
forecasting process. 

UK International O&D Passengers  
(2030, Assessment of Need, Carbon Traded- Adjusted) 

 (m) Long-haul Short-haul 
(International) 

 Heathrow expansion 61.17 189.98 
 Gatwick expansion 61.11 189.46 
 Difference 

0.06 0.52 
 0.10% 0.27% 

 
 
It is also clear that there is no material difference in the journey purpose (business vs. leisure) or 
origin/destination (Europe vs. Far East vs. North America, etc.) of these passengers under either 
option – a fact that was omitted from the Airports Commission’s report and has only become 
evident through the FOI request.    

 
In light of these figures, the Commission’s conclusion that Heathrow would provide much the 
greatest increase in UK connectivity cannot be justified. The correct and only rational conclusion is 
that, in terms of connectivity, the UK would be equally well served by expansion at Gatwick or 
Heathrow. 

 
It is also now very clear that the volume and rate of traffic growth has consistently been 
significantly under-estimated for Gatwick, as we have maintained throughout the Commission’s 
process. Traffic volumes at Gatwick are already reaching the levels that the Commission was 
forecasting for 2030 with a new runway. Additionally, Gatwick’s annual rate of growth over the last 
three years has surpassed what the Commission forecast for the year following opening of a new 
runway. With Gatwick traffic already 14 years ahead of the Airports Commission’s forecasts and 
London traffic now more than 10m passengers per annum ahead of those forecasts, there is a 
clear need for additional capacity to be delivered earlier than 2030. Gatwick is the only scheme 
deliverable by 2025 with either Heathrow option unlikely to be capable of operation prior to 2029. 

 



Furthermore, it is now abundantly clear that there is no foundation for the Commission’s opinion 
that Gatwick could not provide the right type of capacity to attract new long haul destinations to 
new markets, and instead could only cater for the intra-European leisure market. In actual fact, 
Gatwick has added 20 new long haul routes for the 2016 summer alone, and now serves over 50 
long haul destinations using a full range of airline business models; indeed, Gatwick has already 
exceeded the Airports Commission forecast of the number of long haul routes we would have in 
2050 with a second runway. 
 
Gatwick’s ability to attract long-haul traffic will also see the expansion of freight volumes since it is 
clear that the current distribution of freight across UK and London airports is a consequence of 
existing passenger traffic patterns - in particular long-haul traffic, given the role of belly hold cargo. 
That is why Heathrow is currently the most significant market cargo participant. Our recent 
analysis, which we have submitted to the Department, demonstrates clearly that air freight volumes 
largely track passenger volumes. For example, where there are routes to a destination from both 
Heathrow and Gatwick (e.g. Dubai), freight volumes per flight are very similar and, where a long-
haul route is switched to another airport (e.g. Houston from Gatwick to Heathrow after Open 
Skies), freight volumes remained constant.  
 
Thus, as passenger traffic patterns change - as they would with a second runway at Gatwick - 
cargo volumes will likewise change. There would be no meaningful difference between Gatwick 
expansion and Heathrow expansion in terms of air freight volumes and benefits associated the 
trade of goods and services. But, in addition, Gatwick’s lower costs would see the introduction of a 
strong competitive alternative to the dominant position in air freight currently enjoyed by Heathrow 
airport and the logistics companies based around it – which would only be a good thing for UK 
exporters and consumers of imported goods. Furthermore, contrary to the Airport Commission’s 
assertion that Gatwick has made no provision for freight going forward, our Master Plan provides 
for substantial additional space to facilitate such growth.  
 
Economic benefits 
(1) WebTAG Analysis 

As we have consistently maintained, the Airports Commission made a number of fundamental 
errors in its appraisal of the respective schemes’ economic cases. The Commission focused 
almost exclusively on economic benefits and took the position that scheme capital costs are not 
relevant to the analysis. This position is untenable because, in reality, these capital costs are a 
financial burden to the UK economy which will, over time, have to be borne by airport/surface 
access users or taxpayers. Consistent with WebTAG guidance promulgated by the DfT, capital 
costs should have been fully reflected in the analysis.  
The Commission also includes in its assessment of economic benefits those consumer benefits 
that would accrue to international-to-international transfer passengers. However, these are not 
benefits to the UK economy and, consistent with specific WebTAG guidance on this point, should 
be excluded from an analysis that is designed to estimate benefits to the UK. Added to this, and 
again contrary to WebTAG guidance, the Commission failed to conduct an assessment of risk, and 
therefore did not reflect this in its economic analysis. Nor did the Commission assess the impact on 
the Economic Case of the conditions it has placed on the development of Heathrow. 
These, in our view, are major flaws that skewed the Commission’s analysis unfairly and 
inappropriately in favour of Heathrow. If the Department for Transport WebTAG methodology is 
applied correctly, Gatwick in fact has the strongest Economic Case of the three runway expansion 
options under all of the Commission’s traffic scenarios, as summarised in the chart below: 
 
 



WebTAG Net Present Value under each of the Commission’s traffic scenarios 
 (after correcting for International-to-International transfer passengers)  

 
Note: AoN - Assessment of Need; GG - Global Growth; RDoE - Relative Decline of Europe; LCiK - Low Cost is King; GF - Global 

Fragmentation) 

 
 

The superiority of the Gatwick Economic Case would be further accentuated if risk assessments 
were properly reflected - in line with guidance. It is therefore clear that, absent the DfT rewriting its 
long established and public guidelines for the economic evaluation of transport projects, the 
selection of either Heathrow scheme on the basis of the Commission’s Economic Case would not 
be rational or justified.  
(2) PwC Analysis 

In view of the strong caveats expressed by the Commission’s expert advisers, far too much 
reliance has been placed on the PwC analysis by a number of parties as evidence of the 
economic benefits of expansion. In particular the Commission, on the basis of the PwC work, 
concluded that Heathrow expansion would generate substantially greater economic benefits than 
Gatwick expansion. PwC’s analysis had suggested that there was a £58bn difference in the 
economic value of the schemes (£147bn Heathrow; £89bn Gatwick.) 
It has become absolutely clear that this differential was based on flawed assumptions, most 
notably those used in relation to traffic mix, and to differences in the economic benefit of a 
passenger which depended on whether such a passenger flew through Heathrow or another 
airport.  
 
The Commission (in our view wrongly) instructed PwC to assume a mix of inbound/outbound 
passengers that bore no relation to the Commission’s own detailed passenger forecasts (based on 
the DfT model) which were published as the core of its traffic and economic evidence base. This 
error distorted, in Heathrow’s favour, both the absolute and relative economic value of the 
schemes attributable to “passenger flow effects”.  
 
The second major difference in the economic value of the schemes was through the application of 
a “productivity effect”. This was estimated by PwC using an untested approach which was based 
on a highly sensitive relationship between passenger numbers and productivity. That relationship 
was very different as between Heathrow and Gatwick, yet no justification was provided for this. 
Given the economic weighting attached to long-haul passengers in the PwC analysis, it is evident 
that the overstatement of international long-haul passengers in favour of Heathrow referred to 
earlier in this letter will have resulted in a significant error in the absolute and relative economic 
values of the schemes in terms of productivity. 
 
These errors are the key drivers of the supposed £58bn difference in economic value of the 
schemes under the PwC analysis.  
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From the response to our latest FoI request, it appears that the DfT has not seen and does not 
possess the calculations prepared by PwC to convert the Commission’s traffic data into trade 
outcomes, and which underpinned the PwC report. It also appears that this pivotal information was 
never furnished to the Commission. Accordingly, neither the Commission nor DfT can have 
reviewed it, despite its critical relevance to the Commission’s conclusions and to the runway 
decision.  
 
We have made representations on several occasions that it is, in our view, imperative that the DfT 
addresses and remedies these matters in its review of the Commission’s recommendation. Not to 
do so would very seriously undermine the credibility and legality of any Government decision on 
runway expansion. To date, and despite requests, the DfT has not provided us with any evidence 
of their having addressed these key issues.  
 
Our calculations show that correcting these errors would eliminate most, if not all, of the difference 
in economic value of the Heathrow option relative to Gatwick. Therefore a revised economic 
analysis that is undertaken on a sound, comprehensive and robust basis would, when weighed 
with the other key factors which favour Gatwick, provide a compelling rationale for Government to 
choose the Gatwick scheme. 
 
In addition to recognising these flaws, it should also not be forgotten that the Commission’s own 
experts advised that, in light of its unreliability, the PwC analysis should not form part of the 
Economic Case. This resulted in the Commission moving the PwC analysis to be part of its 
Strategic Case, even though it did not address the analytical objectives of the Strategic Case. In 
our view it would be entirely rational for the Government to give no weight to the PwC analysis 
when conducting a review of Economic or Strategic Cases. 
 
Environmental Impacts 
 
Air quality is a subject of major public and political concern, particularly in the light of recently 
published data on vehicle emissions. The Commission explicitly gave “limited weight” to this issue, 
which we find extraordinary. Gatwick has never breached air quality limit values and, working in 
cooperation with our neighbouring local authorities, we can be confident of delivering a second 
runway lawfully with no exceedances.  
 
We have received clear legal advice that the Airports Commission’s analysis of the Government’s 
ability lawfully to approve a scheme at Heathrow which breached air quality value limits is flawed. 
On the contrary, it would be unlawful for the Government to approve any scheme unless it can be 
clearly established that the construction and operation of such a scheme would not give rise to a 
breach of the air quality limit values in that location, or cause a delay in achieving compliance in 
that location compared to the position if the scheme were not constructed or operated.  
 
Recent measurements show continuing breaches of air quality limit values around Heathrow, and 
there is no discernible trend of improvement. Given that there is no published plan which projects 
with credibility that air quality around Heathrow will improve sufficiently to accommodate the 
adverse effects on air quality of a third runway there, there can be no way of knowing until after the 
runway has actually been built whether it could be operated lawfully. In contrast to the position at 
Heathrow, there is no such uncertainty at Gatwick. Air quality limit values will not be breached 
either during the construction or the operation of a second runway.  
 
The Commission also gave limited weight to noise impacts, focussing heavily on the proposition 
that noise from an expanded Heathrow would not exceed current levels, and largely ignoring the 
fact that expansion there will inevitably mean many more people significantly affected by aircraft 
noise than would otherwise be the case. This too we find very surprising, and we would expect 
Government to give significant weight to noise impacts, in line with existing Government policies. 



The total number of people currently affected by noise at Gatwick, whilst a small fraction of those 
affected at Heathrow, are still considerable (3,300 at Gatwick, against 270,000 at Heathrow at 57 
decibels LEQ (source: CAA ERCD 2014) and 11,000 at Gatwick and 760,000 at Heathrow at Lden 
55dB – source: Airport Commission 2014), and we are acutely aware that noise is a major 
environmental concern around all airports. Should Gatwick build a second runway, we have 
pledged to introduce a noise contour cap of 70kmsq covering 15,000 people experiencing 
57decibels LEQ noise, and a wider contour cap of 175kmsq covering 40,000 people experiencing 
55 decibels LDN.  
 
The increase in the number of people affected by noise due to Gatwick expansion, whilst 
significant, is a fraction of those who would be affected by further expansion at Heathrow. 
Compared to the number of people affected by noise in 2040 (Lden 55dB) if there were no 
additional runways, there is a 27,500 increase with a Gatwick expansion but a 381,000 increase 
with expansion at Heathrow according to estimates in a report by ERM commissioned by Gatwick. 
Indeed, it is impossible to reconcile further expansion at Heathrow with Government’s clearly 
stated policy “to limit, and where possible reduce, the number of people significantly affected by 
aircraft noise”. 
 
The Airports Commission also chose to ignore the fact that the business model of Gatwick and its 
airlines is inherently more carbon efficient as a result of its higher load factors, less premium style 
seating and fewer transfer passengers. An expanded Heathrow would account for 58.9% of the UK 
aviation’s carbon limit based on the Committee on Climate Change’s assumption to return aviation 
C02 to 2005 levels by 2050; by contrast an expanded Gatwick would account for 16.8%. Expansion 
of Gatwick would therefore carry much less risk of constraints having to be imposed on growth at 
other UK airports. Added to this, the carbon emissions from construction of a Heathrow scheme 
are more than four times those of the Gatwick scheme. 
 
Deliverability 
 
Delivery is more important than ever in this debate, because of the pressing need to give Britain 
the economic boost it needs and because demand for air travel is growing faster than predicted. In 
2015 air traffic in the London system grew by over 13m passengers, or 5.6% – much faster than 
forecast by the Airports Commission. It is therefore likely that the London system will reach 
capacity in 2026, rather than in 2030 as forecast by the Commission, which underlines the 
advantages of a Gatwick second runway which would be operational by 2025, with planning 
approval granted within the life of the current Parliament. This means ground could be broken at 
Gatwick before the next election, and the runway officially opened before the election after that. 
Our confidence in an accelerated timetable is based on continuing analysis of our programme, 
validated by Bechtel and other independent planning and construction experts. The Gatwick 
project is relatively straightforward, will be built on land that is already safeguarded, and carries 
relatively low risk. By contrast, the path to delivery of expansion at Heathrow is years longer and, in 
terms of planning, construction and other aspects, carries a level of risk that is an order of 
magnitude greater.  
 
The need for certain and speedy delivery of additional runway capacity has become increasingly 
more acute since the Airports Commission reported, providing further justification not to accept its 
recommendations. 
 
Airport charges and taxpayer funding 
 
Gatwick’s scheme will cost £7.8bn, around half the cost of the Heathrow North West Runway and 
less than 60% of the cost of the Heathrow Hub. We have guaranteed to the Government that we 
will cap our charges at no more than £15 per passenger, a level that is competitive relative to our 
European counterparts. Particularly at a time when business and leisure passengers are likely to 



be extremely sensitive to the costs of travel, Gatwick’s ability to deliver increased airport capacity 
whilst remaining internationally cost competitive must be a key consideration. By contrast, 
Heathrow is already the most expensive airport in the world, and expansion there will only make it 
even less competitive internationally. British Airways has estimated Heathrow’s charges per 
journey will rise to £40 per passenger, which compares with an average one way fare of £67 
across easyJet’s system. 
 
The Gatwick scheme will be entirely privately funded, without Heathrow’s requirement for some 
£5bn of contribution from the Exchequer for surface access improvements. The taxpayer would 
therefore have to bear substantial risks associated with this complex part of the Heathrow scheme. 
Such funding would be likely to give rise to State Aid complaints. 
 
Gatwick, supported by its shareholders, proposes to finance the entire airport development, its 
compensation liabilities and the necessary surface access improvements, through private funds. 
By offering a cap on passenger charges of £15 per passenger, Gatwick would take substantially all 
the commercial risks insulating both users and the taxpayers from such risks. By contrast, 
Heathrow has been clear that it expects its users to take the risks of airport development and 
compensation, and the taxpayer to shoulder costs of the extremely risky surface access 
improvements. This issue of risk allocation seems, quite extraordinarily, not to have been 
considered by the Airports Commission. This was another serious omission. 
 
With the economic uncertainties brought about by the Brexit referendum, a Gatwick decision 
becomes ever more the obvious decision. Expanding Gatwick would continue the successful policy 
of building a competitive airport network which commenced with the break-up of BAA. Gatwick 
expansion will deliver the capacity needed for London without stifling regional airport growth and is 
consistent with the Government’s balanced growth agenda in contrast to creating a centralised 
mega hub at Heathrow. 
 
Conclusion 
 
In our view, there are many areas in the Commission's analysis which fall short in terms of the 
principles of rationality, fairness and transparency that we might reasonably have expected to be 
applied in an exercise of this nature. We understand that Government may have undertaken 
additional work in some of these areas. However, despite our representations that good process 
would require consultation on such additional work, we have not had sight of any of it to date. Our 
concern in this regard is intensified by the recent revelation that both of the Heathrow promoters 
are making last-minute attempts to tackle some of the fundamental problems with their schemes. 
In so far as it is realistically possible to address these problems (which we doubt), then this should 
have been done much earlier in the process, when the Commission was undertaking its 
assessment of all of the promoters’ respective projects. 
 
Should the Government be minded to take into account any such substantive last-minute revisions, 
all stakeholders must be allowed a proper opportunity to consider and to comment on them, once 
they have been adequately documented. Furthermore a robust process would also require a full 
assessment by DfT of the implications of any such revisions for such matters as programme, costs, 
risk and risk allocation, funding and delivery, as well as the likely impacts on the environment, local 
communities, the transport network and passenger experience. It would also have to assess 
whether the revised scheme would be capable of meeting the need identified by the Airports 
Commission for an additional full capacity runway, with all associated and necessary infrastructure. 
In contrast, although we have continued to refine the detail of our scheme, this work has not 
identified any significant changes that would alter our physical scheme. Nor has it revealed any 
need to revise our costings further. 
 



Given all of the above considerations, and recognising the advantages of the Gatwick proposal in 
terms of competition and resilience, we believe there to be a compelling case for the Government 
to select Gatwick, and not to accept the recommendation of the Airports Commission. Selecting 
Gatwick would not merely minimise the risk of successful legal challenge to the Government’s 
decision, but more importantly would guarantee the delivery of much needed capacity years before 
the most optimistic delivery date for either of the alternative schemes.  
 
The Government’s task, in making its decision on where additional runway capacity in the South-
East should be provided, is essentially to attribute weight to, and then to balance, the various 
considerations that bear on that decision, both in the context of each of the three options on its 
own and then overall. This balancing exercise was not something that the Airports Commission 
appears to have undertaken and no explanation was given by the Commission for its key 
conclusion that the environmental impacts of expansion at Heathrow do not outweigh its national 
and local benefits. 
 
The key considerations in this exercise, we would suggest, are economic benefit, environmental 
impact, cost, risk and delivery. If a fair and comprehensive analysis of these factors is undertaken 
on the basis of sound, robust and reliable evidence and data, then, as we believe we have 
demonstrated, there is every justification for the Government concluding that the balance falls 
decisively in favour of the Gatwick option. Justification of a Gatwick decision is further supported by 
other important factors to which the Airports Commission gave scant, if any, regard including the 
enhancement to both competition and resilience in the UK airport market without the stifling of 
regional airport growth, competitive airport charges and Gatwick’s proven ability to cater for all 
types of commercial air traffic in an ever changing market. If it would assist the Department for us 
to provide further clarification or more information on any of the above we would, of course, be 
delighted to do so. 
 
Yours sincerely, 
 

 
Stewart Wingate 
Chief Executive Officer 
 
 
cc The Rt Hon Chris Grayling 

The Rt Hon Phillip Hammond 
Sir Jeremy Heywood 
Tom Scholar 

 


