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The Big Interview - Transport Hub
Speakers

e Stephen Hammond, Transport Minister;
e lain Stewart MP;

e Stuart Andrew MP; and

e Chair - Tony Grew of PoliticsHome.

Stephen Hammond (Transport Minister)
Heathrow expansion and capacity

On Heathrow expansion, Mr Hammond said: “We’re going to need some compromises, and

some of them are unpalatable.” Politics should be taken out of the issue, he said. “There will
have to be some short-term compromises,” and some of them would “not be very nice in the
short-term”.

The Independent Commission would likely look at three solutions to air capacity in the South
East, he explained. They would be ‘Heathwick’, a new airport, or a “messy British
compromise” of a bit of extra capacity at each airport. The final option was “probably the way
it's going to go”, he predicted.

Questions
Air Passenger Duty

Mr Stewart confirmed that he wanted to see Air Passenger Duty (APD) considered as part of
the strategic aviation review and felt APD could be used as a mechanism to move traffic
from London to other airports.

HS2

Mr Andrew said it was important that Manchester and Birmingham had links to Heathrow via
HS2 and felt an extension of the runway at Birmingham would massively increase capacity
and represent a relatively small investment.

Mr Hammond commented that there were a number of alternatives on APD that would need
to balance environmental and fiscal objectives.

Mr Hammond stated that there was cross-party consensus on high speed rail and the need
for extra London airport capacity, he added.

The Transport Minister explained that the economic benefits of HS2 grew the further north
the project went and would also improve capacity. On whether the project would simply
entrench London’s economic advantage, he said in Japan high speed rail had helped the
development of second-tier cities.
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Climate Change Targets

A representative from Greenpeace asked whether the Government’s preferred outcomes on
rail and aviation issues were compatible with its climate change targets. Mr Stewart
responded saying the electrification of the network would be good for decarbonisation.

Back to top
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Thinking Radically: Should the Chancellor’s plan for growth include abolishing
aviation tax? - ABTA and Airport Operators Association
Speakers

e Brian Ross, Economics Adviser, Stop Stansted Expansion;

e Luke Pollard, Head of Public Affairs, Association of British Travel Agents (ABTA);
and

e John O’Connell, Research Director, TaxPayers’ Alliance.

Luke Pollard (Association of British Travel Agents)

Luke Pollard claimed air passenger duty (APD) was merely a revenue-raising tax for
government and had an extremely adverse impact upon the UK economy, adding that the
UK was more expensive for inbound tourists and holidays are more costly for British people.

He said that the UK had the highest APD rate of all nations. This deterred foreign direct
investment and meant that the UK received far fewer tourists from emerging markets such
as China.

Mr Pollard believed that that APD cost the UK more than it generated. He wished that the
government would undertake a thorough cost benefit analysis of APD and hoped that such
studies would result in more evidenced-based environmental policy.

John O’Connell (TaxPayers’ Alliance)

Mr O’Connell, representing the TaxPayers’ Alliance revealed that the UK was ranked 134th
out of 138 on excessive national airport taxes. This equated to approximately £115 per
family of four per annum. APD has risen dramatically above the inflation rate in the last few
years and could lose Scotland £77 million in revenue per annum by 2014.

Mr O’Connell suggested that the EU Emissions Trading Scheme (ETS) was more effective in
combating climate change than APD.

Brian Ross (Stop Stansted Expansion)

Mr Ross, agreed with the rest of the panel about the need for a cost to benefit analysis of
APD but disputed many of the figures that had been presented by the TaxPayers’ Alliance.
Mr Ross also countered Mr Pollard’s contention that the UK had much higher APD rates
than other nations, stating that many nations had APD rates that were almost as high as
those in UK.

Furthermore, he pointed out that America charged VAT on aviation fuel whereas the UK did
not. The aviation industry’s VAT exemptions benefited the sector by approximately £10.5
billion per annum. The APD only cost airlines £3.9 billion a year and had minimal negative
influence on UK economic performance.
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Mr Ross reasoned that if Britons were dissuaded from travelling abroad by APD, this meant
they holidayed domestically. This boosted the UK tourism industry by £5.1 billion in the
period 2008 — 2011. In terms of APD deterring inbound tourists, the numbers of inbound
tourists had only declined by 300,000 (1. per cent) in the period 2008 — 2011.

Mr Ross acknowledged that APD did increase plane ticket prices slightly. Nevertheless, he
thought that the real reason why prices had increased was excessive surcharging by
airlines.

Questions and comments
Air Passenger Duty (APD)

Carl Pheasey, Political Affairs Manager at British Airways, acknowledged Mr Ross’ point
about airline surcharges causing price rises but argued the surcharges were set by the free
market and APD bears no relation to the wider cost environment. Mr Pheasey also thought
that APD was unfair as children pay the same APD as adult passengers.

Paul Simmons, Director of UK Markets at easyJet, stated that easyJet was happy to pay
environmental taxes in principle. He said that APD, although a low tax, was often the
difference as to whether a route was deemed viable. Mr Simmons informed the audience
that easyJet and Ryanair had recently commissioned an independent report into the impacts
of APD.

Rob Mclvor, Communications Director at London First, pointed out that the reason the UK
attracted few Chinese tourists was as much a result of visa rules as it was to do with APD.
Mr Mclvor posed the question as to whether there was any evidence that passengers broke
long-haul flights in order to avoid the high British rate of APD.

Sarah Brookes, Head of Public Affairs at Manchester Airport Group, replied to Mr Mclvor,
saying Manchester Airport Group had anecdotal evidence that passengers were flying from
Manchester to Dublin before boarding transatlantic flights, apparently as a method of
avoiding paying APD.

Back to top
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Are the Conservatives hiding behind the coalition to avoid a decision on aviation
policy? — Transport Hub, ABTA and AOA
Speakers

e Clir Daniel Moylan, Aviation Advisor to the Mayor of London;

¢ Darren Caplan, Chief Executive, Airport Operators Association (AOA);

¢ Dr Richard Wellings, Deputy Editorial Director, Institute of Economic Affairs; and

e Chair - Luke Pollard, Head of Public Affairs, Association of British Travel Agents
(ABTA).

ClIr Daniel Moylan (Aviation Advisor to the Mayor of London)
Airport capacity

Clir Moylan pointed out the expansion of aviation was necessary; saying he had worked with
the Mayor of London to develop a “significant” hub airport. Lessons have been learnt from
central hubs established in the USA, China, Frankfurt and Munich and these had illustrated
that the failure of expansion in aviation had impacted on UK competitiveness.

Transport links to UK airports compared poorly with countries like the Netherlands, Clir
Moylan explained.

A fact-finding process with disseminated results is required and Prime Minister David
Cameron was “not confident” in moving forward. Clir Moylan underlined the need for a new
timetable and change of remit, in response to the establishment of the independent Aviation
Connectivity Commission and research conducted.

Clir Moylan argued that the expansion of Heathrow Airport was not “deliverable”, and
connections to and from Heathrow have been a “disgrace”. Turning to airport expansion in
other parts of the UK, he claimed Birmingham Airport had not made a strong case for
regional airports, because it had not acknowledged that it was “under capacity”.

He said the implementation of a new airport hub would demand Government intervention
facilitating road and rail links with links to flood defences and energy saving infrastructure
developing a new “community”. A new airport hub would contain several terminals and a
“dedicated” link to Waterloo, but costs would fall to the “public purse”. He emphasised this
would transform the geography and topography fostering long-term “benefits” for centuries.

Dr Wellings responded that he, “would rather aviation stays clear of tax payer’s money”
adding, “London is the only realistic place for a hub airport”, funded through “private
investment”.

Dr Richard Wellings (Institute of Economic Affairs)

Dr Wellings identified, “the Liberal Democrats are an obstacle™ to aviation policy as the five
or six Parliamentary seats around potential development sites are “narrow” and
“concentrated” interests, which impact on “lobbying”.
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Dr Wellings expressed concerns about the development of an airport hub in the Thames
estuary because it could impact on taxpayers who would “subsidise the effects” and he felt
aviation should “stay clear of subsidies”.

Dr Wellings identified the independent Aviation Commission as a negative move, similar to
“socialist central planning” and conceded “extra aviation capacity” would lead to a “huge
advantage” for the UK.

Darren Caplan (Airport Operators Association)

Mr Caplan explained that the Conservative’s current aviation strategy has led to aviation
businesses being treated unfairly. This was despite a Ministerial shuffle and the publication
of a number of policy papers. According to Mr Caplan, there was “no strategic commitment
from government who added the Coalition could not be blamed, because the Conservative
Party had the power to implement the necessary possibilities.

Back to top
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Railways: Public Service or Private Profit? — Association of Train Operating
Companies
Speakers

¢ lain Stewart, Transport Select Committee Member;

e Tom Smith, Chairman, Association of Train Operating Companies;
e Stephen Joseph, Chief Executive, Campaign for Better Transport;
e Matt Sinclair, Director, TaxPayers’ Alliance;

e Christian Wolmar, Transport Commentator; and

e Chair - Philip Johnston, Home Affairs Editor for the Telegraph.

lain Stewart (Transport Select Committee)

There had been a “renaissance” in rail travel since the 1990s, said Mr Stewart, pointing to
the reinvestment on the West Coast Main Line.

Mr Stewart said there were innovative solutions in rail network operations, pointing to the
potential for efficiency savings in the relationship between Network Rail and South West
Trains.

Tom Smith (Association of Train Operating Companies)

Mr Smith highlighted that by the end of next railway control period in 2018/9, the level of
government investment in rail will be significantly reduced.

Stephen Joseph (Campaign for Better Transport)

Mr Joseph said UK fares were already 30 per cent above the European average, before
accounting for fare rises of the retail price index (RPI) plus 3 per cent. Mr Joseph called for
fare rises to end and called for a clear date to be set out for this.

Turning to the franchising system, Mr Joseph described the current system as “opaque” to
rail users, leaving with them with little idea about how to influence their local rail services.
He called for more transparency and suggested the model of London Overground should be
replicated around the country.

Matt Sinclair (TaxPayers’ Alliance)

Mr Sinclair identified that over 10 times public money was spent on the railways than on the
roads, adding the only credible answer was to get more efficiency out of the railways.

Christian Wolmar (Transport Commentator)

Mr Wolmar said the fiasco around the West Coast Mainline franchise had originated owing to
the pressure of spending cuts applied to the Department for Transport (DfT) by the Treasury.

Questioning the system of rail franchising, he called for a “proper debate” on the future use
of the system and said any change could include a privatised solution, pointing to alliancing
as an example of this.
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“You can’'t have a railway that is not subsidised,” Mr Wolmar affirmed, adding they would
continue to need subsidising.

Questions

Mr Johnston asked if the Transport Select Committee would be examining the West Coast
Main Line franchise. Mr Stewart confirmed Transport Secretary Patrick McLoughlin and
Department for Transport Permanent Secretary Philip Rutham would be appearing before
the Committee at the end of October.

Back to top
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Cleaner, Quieter, Smarter Aviation: Can the industry deliver? — Transport Hub and
Sustainable Aviation
Speakers

e Matt Gorman - Chairman of Sustainable Aviation; and
e Chris Crean - West Midlands Regional Campaign Coordinator for Friends of the
Earth.

Matt Gorman (Sustainable Aviation)

Matt Gorman began by explaining that Sustainable Aviation was a coalition of the main
airports and airlines in the UK, and the NAT. It was launched in 2005 to fulfil the long term
goals of making aviation cleaner, quieter and smatrter.

Mr Gorman said the industry could, and must, deliver cleaner, quieter and smarter aviation
but could not do so without the Government.

“Sustainable aviation” had a dual meaning — it was about both the environment and the
“benefits and wealth of aviation”. This wealth, he claimed, was both economic and cultural.

The economic advantages were clear, as it contributed £50bn to the economy, and
employed around a million workers. It also connected the UK to emerging markets and
facilitated its export economy.

Mr Gorman gave the example of the London 2012 Olympics to illustrate the cultural wealth
of the aviation industry, while also acknowledging the need for it to tackle its economic
impact.

Two big challenges were identified; climate change and noise.

Climate change was “the big global issue”, whilst noise was the “biggest local issue”. The
former would change the landscape, he said, explaining that the industry had shown a “clear
commitment to avoiding dangerous climate change”.

The industry was researching “new and next generation technology”, and sustainable
biofuels to help “decouple the growth of aviation from all the benefits it brings”. The added
challenge was that keeping emissions where they were was not enough and the industry
would reduce net emissions by 50 per cent by 2050. Mr Gorman concluded that carbon
trading could help, since it allowed the aviation industry to channel some investment into
cutting carbon in other sectors.

Mr Gorman asked the industry what they thought would be possible to achieve over the next
30-40 years in terms of noise around busy airports, and hoped it could “decouple growth in
air traffic from growth in noise impact”.

He identified the industry was developing “newer, quieter types of aircraft and engines”, and
introducing the “continuous descent approach”, which allowed aircraft to land with a quieter
glide.

10
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This initiative is being driven by Heathrow and other UK airports, but it would be down to
individual airports to select and implement the appropriate measures and operational
practices. They would also have to decide the role of mitigation through insulation, or
compensation packages.

Government policy asked airlines to concentrate noise by flying down “noise preferential
routes”, but this disadvantaged the people who lived near those routes, Mr Gorman claimed.
He suggested they could solve this problem by alternating the routes so one was not
disproportionately affected and would be testing this over the next year to see if it would
make a difference locally.

Chris Crean (Friends of the Earth)

Mr Crean said the industry had not delivered over the years, but he was encouraged to note
that there were only a few points where they disagreed. The real problem was that every
time there was an improvement, it would be outweighed by growth.

Mr Crean suggested technological advances should be shared worldwide, rather than
sending old, inefficient aircraft to the developing world.

He cited a Policy Exchange report, which set out plans for a four- runway airport and
included a chapter on the responsibilities of airports and airlines towards society. One way
they could help would be by using solar panels, since they had a huge amount of roof space
and grass, he suggested.

Mr Crean summed up saying, “aviation is a mature industry and it no longer needs tax
breaks” and it should be “paying its way” in a way that benefits society.

Back to top
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How to Sustain the Growth in Rail Travel — Transport Times
Speakers

e Patrick McLoughlin, Transport Secretary;

e Steve Scrimshaw, Managing Director, Siemens Rail Systems;

e Alistair Gordon, Chief Executive, Keolis (UK); and

e Chair - Professor David Begg, Chief Executive, Transport Times.

Patrick McLoughlin
West Coast Mainline

Mr McLoughlin said the Government had been set a challenge on its policy for the future
direction of the railways, in light of the “difficult announcement” he had made last week on
the West Coast Main Line franchise. The Government has set up two inquires at the
Department for Transport (DfT) to investigate the issues around the franchise.

Mr McLoughlin stated that the first inquiry into the West Coast Mainline franchise, headed by
Centrica Chief Executive Sam Laidlaw and former PricewaterhouseCoopers Strategy
Chairman Ed Smith, was due to report at the end of October. The second, headed by
Eurostar Chairman Richard Brown, would report by the end of the year.

Fare Rises

Capacity on the railways needed to be expanded and the Government was committed to
restricting fare rises to one per cent above the retail price index (RPI) for the next two years.
Mr McLoughlin said the Government needed to review the fares system “deeply,” but added
there was not an easy answer to it.

Questions
HS2

Conservative Transport Group representative Chris Bell asked if the second part of HS2
would include a link between Leeds and Manchester. In response, Professor Begg said the
previous route for HS2 had incorporated such an idea, but the case had not “stacked up.” He
said the conclusion had been reached it was better value for money to electrify rail routes
between those cities.

A representative of the RAC Foundation asked if high speed rail would boost rail passenger
traffic out of London, as well as in. In response, Professor Begg said statistics suggested
the West Coast Main Line would be at capacity in 15 years. He added the Department for
Transport economic appraisal had widely underestimated the regeneration benefits of HS2.

East Coast Mainline

The panel were asked if the East Coast Main Line would be returned to franchise in the near
future. Mr Gordon said he imagined the East Coast Main Line would be put back in to
franchise in the near future, despite the franchise process being “on hold at the moment”.

Back to top
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We Can’t Afford Roads — Connectivity, Growth or Gridlock — Transport Hub — The
Chartered Institute of Logistics and Transport (UK)
Speakers

Philip Gomm, Head of External Communications, RAC Foundation;

Professor Alan Braithwaite, Cranfield University;

Stephen Joseph OBE, Chief Executive Officer, Campaign for Better Transport; and
Chair - Jim Steer, Director, Steer Davies Gleave.

Philip Gomm (RAC Foundation)

Mr Gomm claimed that new roads were one of the most cost effective types of transport
infrastructure and believed that toll roads with time-variable pricing that could spread traffic
across the day, away from peak hours, were inevitable.

Professor Alan Braithwaite (Cranfield University)

Prof Braithwaite spoke about freight logistics which is poorly understood despite accounting
for 7% of total UK employment (2.3 million employees). Overall, freight logistics is a market
worth £75 billion per annum and the UK’s logistics industry has been ranked by the World
Bank as the tenth best in the world.

89 per cent of UK domestic freight travelled on the roads, while only 9 per cent went by rail.
It was estimated that 40 per cent of daily motorway traffic was for freight vehicles; HGVs,
lorries and vans.

The freight and logistics sector was responsible for 25 per cent of overall UK carbon
emissions, with the industry unlikely to meet its emissions targets.

Most importantly, the freight sector needed a long-term vision, he argued, suggesting four
key principles.

Firstly, vehicle duty on lorries should be replaced with a ‘pay as you go’ taxation system.
Automated tracking systems could measure the distance driven by lorries in any given
period and charge accordingly.

Secondly, goods distribution hubs needed to be established near major conurbations. From
these hubs, smaller vehicles could deliver items to many different locations within the nearby
cities. The hubs would also enable ‘back loading’ (whereby vehicles returning to the hubs
would be filled with outgoing goods).

Thirdly, all regional freight distribution parks needed a rail link. In the South-East, only
Barking had rail access.

Fourthly, modelling that understood the complexities of interaction and change within the
logistics system was required.

Back to top
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The Future of UK Aviation — Transport Times

Speakers
e Stephen Hammond, Transport Minister
e Paul Kehoe, Chief Executive Officer, Birmingham Airport;
¢ Jonathan Williams, Business Manager, Cubic Transportation Systems; and
¢ Clir Daniel Moylan, Aviation Advisor to London Mayor

Stephen Hammond (Transport Minister)

The Transport Minister said the aviation debate needed to focus on the long term and the
UK must make decisions about what it wanted airport capacity to be in 2075, rather than
simply 2025. He added he was unsure whether Heathrow provided these long term
solutions.

Short term compromises had to be made in order to alleviate the immediate lack of capacity,
adding mixed mode operation at Heathrow was one possibility. He acknowledged that future
airport capacity must be integrated with the public transport network and new National Policy
Statements to Parliament would quicken the planning process for new aviation infrastructure.

Paul Kehoe (Birmingham Airport)

Paul Kehoe said that aviation expansion was a difficult and emotive subject. He argued that
people often want the ‘gain’ from airports, in the form of economic growth, but do like the
‘pain’ — noise and pollution. He contended it was not good for the UK that Heathrow was
running at 99 per cent capacity and it meant that the aviation sector lacked contingencies
when problems arose.

Mr Kehoe believed the most immediate solution to the lack of airport capacity was to utilise
Gatwick to a greater extent. He hoped the Davies Commission would make long term
judgements and approved of Boris Johnson’s radical thinking on how air capacity issues
could be solved.

He was positive about facilitating the connection of High Speed 2 to Heathrow and added
that this required the building of a new rail station complex near Heathrow, ensuring that all
terminals would be served. He also recommended the industry adopt “through ticketing” as
this would allow air passengers to transfer between UK airports on the public transport
network.

Mr Kehoe noted Germany had approximately 4 hub airports and this made the German
aviation sector more efficient and resilient. He suggested an additional 4 runway airport was
perhaps the only way to genuinely increase UK airport capacity.

Jonathan Williams (Cubic Transportation Systems)

Mr Williams highlighted that Cubic had developed the Oyster smart ticketing system for the
London transport network and noted that smart ticketing provided useful data on passenger
flow and behaviour.

Mr Williams said the UK should carefully utilise existing airport capacity before building a
third runway at Heathrow.

14
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Cllr Daniel Moylan (Aviation Advisor to London Mayor)

Councillor Daniel Moylan believed that a major hub airport was vital. Airlines needed many
passengers to make a profit and it was helpful if these passengers were concentrated in one
location. Cllr Moylan said the next question was how many hub airports there should be.
Pure logic dictated there would be one large hub, yet, practicalities meant that this was
implausible. A major London hub was the best way to ensure “super connectivity” to other
elite global cities.

Clir Moylan stated noise was the problem with Heathrow’s location as the airport is too close
to residential areas. Other European hub airports, such as Charles De Gaulle and
Amsterdam Schiphol, are better located. Heathrow is limited to a geographical area the
same size as Chelsea which is much smaller than contemporary European airports and
limits the airport’s potential capacity.

ClIr Moylan said the Mayor of London wanted a Thames Estuary Airport as it would help
regenerate east London. The Mayor of London’s Aviation Advisor explained he was not
sympathetic to calls to utilise regional airports but maintained landing charges at Heathrow
should be de-regulated and thought the resulting market redistribution would see airlines
move to cheaper regional airports.

Questions

Manchester Airport Group Head of Public Affairs Sarah Brookes asked whether the Davies
Commission was empowered to examine Air Passenger Duty (APD) rates and Mr Hammond
explained that the Commission was more focused on airport capacity. He continued that
most MPs were aware of air passenger duty and he had received 800 emails from
constituents on the subject, but it was a Treasury matter.

Back to top
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