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Foreword 
The Airports Commission was established in 2012 to provide a comprehensive and independent analysis 
of the Government’s options on airport expansion.  Last year, the Commission delivered a categorical 
endorsement of a third runway at Heathrow, supported by compelling figures about the scale of 
economic benefit for the UK. The Commission also urged the Government to make a decision speedily to 
send a confident signal to the world about Britain’s ambitions for the future. After the EU referendum, 
with the need for Britain to reach new markets outside Europe, an expanded Heathrow is now more 
essential than ever.        

Airport expansion has been a thorny issue for governments of every political hue for more than a 
decade.  In that time, the consequences of delay have affected Britain’s competitive ability.  It has always 
been an easy option to leave the decision to a future politician.  The new Prime Minister has declared her 
intention to make the right long term decisions for the whole country, to rebalance growth – and Cebr’s 
analysis shows how Heathrow will boost every region of the UK. 

The work undertaken by Cebr for this report builds on the Airports Commission’s substantial analysis and 
the supportive modelling undertaken by PwC.  It explores how the economic benefits projected in each 
of the five passenger growth scenarios could be divided up amongst every family in the UK following 
Heathrow or Gatwick expansion.  In every scenario, Heathrow is significantly ahead of Gatwick, ranging 
from £5,660 to £11,195 more per family in aggregate over the forecast horizon (see Table A). This 
analysis shows that Heathrow is significantly more important to the UK economy in every future 
economic scenario and every UK region than a second runway at Gatwick. In addition, over the first 
twenty years, the benefit per family from Heathrow expansion will be up to £8,100 - almost double the 
equivalent figure for Gatwick.  
 

Table A: £ of GDP per UK family, Heathrow vs. Gatwick, 2019-2078 

 

Source: PwC, Cebr analysis 

Importantly, expanding Heathrow does not just benefit London and the South East. As Table B shows, 
there are expected to be new jobs in every part of the country, with the biggest winners outside London 
and the South East being Northern Ireland, Scotland, Wales and the South West. 
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Table B: League table of jobs per 100,000 families  

 

Source: PwC, Cebr analysis 

This is testament to Heathrow’s role as the UK’s hub, connecting consumers, exporters, entrepreneurs 
and industry. There can be few more important decisions the Government must make, especially in the 
light of the Brexit vote. Heathrow has the potential to be an engine of Brexit growth, driving opportunity 
up and down the UK. The cost of making the wrong decision by the Prime Minister could be a political 
and economic gamble that could be costly for decades.  

I hope this report will help those charged with making this vital choice to understand the huge impact of 
this decision, not just on the immediate financial benefits but for the opportunities for the next 
generation. 

 
Vicky Pryce 
Cebr’s Chief Economic Adviser 
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1 Introduction 
The independent Airports Commission was established in late 2012 and was tasked with finding an 
effective deliverable solution to the London airport capacity problem. The objective of the Airports 
Commission was to make recommendations that will allow the UK to maintain its position as Europe’s 
most important aviation hub. Over a period of two-and-a-half years, the Airports Commission reviewed 
the evidence and consulted widely. In assessing the case for expansion, it examined a wide range of 
factors including noise, surface transport, employment, air quality, housing and local communities. 

The Airports Commission concluded that good aviation connectivity is vital for the UK economy. This is 
due to its role in promoting trade and inward investment, and the services sectors (from finance to 
media to universities) which depend crucially on face-to-face contact. It also found that there is strong 
evidence to suggest that good transport links, especially aviation connectivity, make important 
contributions to enhancing productivity, a key national challenge.  

In terms of the timing of new capacity, the Airports Commission concluded that a new runway is 
required in the South East by 2030 but that putting it elsewhere in the country would produce a less 
efficient outcome. 

Supported by modelling and analysis undertaken by Pricewaterhouse Coopers (PwC), the Commission 
concluded that the best answer is to expand Heathrow’s runway capacity because, in summary: 

 The projected economic benefits are significantly greater for business passengers, freight operators 
and the broader economy;  

 It will provide the kind of capacity that is urgently required to connect the UK to long-haul 
destinations in new markets; and 

 All passengers will benefit from enhanced competition.  

The Airports Commission has therefore recommended that the Heathrow northwest runway option 
provides the best solution to the London airport capacity problem.  

Heathrow Airport asked Cebr to translate the aggregate economic benefits projected by the Airports 
Commission for the runway options over a 60-year period into a benefit for the average family in the UK 
and in each of its regions. We have sought to produce measures of benefit per family on an aggregate 
basis over the forecast horizon. This report details the findings of that analysis. 

Our principal source of information was the PwC modelling and analysis that supported the 
Commission’s case in its wider economic impact assessment of the runway options.1 The report on this 
modelling and analysis was published alongside the Airports Commission’s final report.  

Where the specific data used by PwC and the Airports Commission were not reproduced in their reports, 
we sourced the relevant data (such as family projections) from the Office for National Statistics. 

                                                           

1 See PwC (2014), “Airports Commission: 2. Economy – Wider Impacts Assessment”, November. We also consulted PwC (2015), 

“Airports Commission: 1. Strategic fit – GDP/GVA Impacts”, June. This was to ensure consistency and that there were no 
substantial changes in the projected impacts between these two reports. 
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2 Disaggregating the GDP impacts of the runway 
options 
Our analysis has produced estimates of the projected benefit per family, of each new runway option 
considered by the Airports Commission: 

 For the UK as a whole and for each nation and English region 

 For each passenger flow growth scenario and 

 For the forecast period as a whole. 

This has allowed us to identify the differences between the Heathrow and Gatwick options on a per 
family basis.  

2.1 Methodology 

The data breakdowns available in the PwC report meant it was necessary to combine the aggregate 
findings of the Airports Commission with Cebr’s own models of the economy. Some information on how 
these benefits increase over time was essential as a starting point. Most information on the timing of the 
benefits is presented in graphs. Some are provided in tables, but only at the sector level and on a limited 
basis. It was these sector-level tables that we sought to use. 

We have, in both the Heathrow and Gatwick cases, sought to model all of the passenger flow growth 
scenarios, not least because any breakdowns provided in the reports are for the ‘Assessment of Need’ 
scenario. Below is a summary table, copied from the Airports Commission’s final report, setting out the 
underlying premise for each passenger flow growth scenario. According to the Airports Commission, the 
five scenarios represent different views of how the aviation sector and other macroeconomic factors 
may develop.  

Table 1: Passenger flow growth scenarios 

 

Source: Airports Commission final report 
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The starting point and basis for our analysis is the total GDP benefits, as estimated by PwC for each of 
the Heathrow northwest and Gatwick runway options.  These results are presented in Table 2 and Table 
3 below. 

Table 2: Heathrow northwest runway option, GDP benefits under each passenger flow growth scenario, PV 2019-2078 

 

 Source: PwC, Cebr analysis 

The corresponding table for the Gatwick option is below. 

Table 3: Gatwick runway option, GDP benefits under each passenger flow growth scenario, PV 2019-2078 

 

Source: PwC, Cebr analysis 

When analysing how the aggregate economic benefits projected in each of the five passenger growth 
scenarios could be divided up amongst every family in the UK, we assume the ONS definitions of families 
apply.2 These are: 

 Family: a married, civil partnered or cohabiting couple with or without children, or a lone parent with 
at least one child who lives at the same address. Children may be dependent or non-dependent. 
Types of families include married couple families, cohabiting couple families and lone parent 
families. 

2.2 GDP benefits per UK family over 60 years 

To arrive at estimates of benefits per family, we divided the aggregate PV of the 60-year benefits by the 
aggregate ‘discounted’ number of families projected for the UK. Following PwC’s methodology, we use a 
discount rate of 3.5% for the first 30 years, and 3.0% thereafter. The results per family are presented in 
Table 4 below. 

 

 

                                                           

2 See ONS Families and Households annual statistical release.  
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Table 4: £ of GDP per UK family, Heathrow vs. Gatwick, 2019-2078 

 

Source: Cebr analysis 

The ‘Global Growth’ scenario produces the greatest difference in the GDP benefits per family between 
the Heathrow and Gatwick options. Differences in the ‘Low Cost is King’ and ‘Global Fragmentation’ 
scenarios are also significant. In the Assessment of Need scenario, choosing Gatwick would amount to 
the sacrifice of a benefit per family of £6,740. 

In addition, over the first twenty years, the benefit per family from Heathrow expansion will be up to 
£8,100 - almost double the equivalent figure for Gatwick. This can be seen from Table 5 below, which 
shows the projected benefits per family from each of the Heathrow northwest and Gatwick options and 
the differences between the two. 

Table 5: Benefits per family after 5, 10 and 20 years, Heathrow northwest, Gatwick and differences 

 

Source: Cebr analysis 

2.3 GDP per family at the regional level 

The equivalent tables for each of the twelve Government Office Regions of the UK are provided below. 
For these purposes, we used the regional breakdowns in Table 4 above. We further sub-divided these 
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breakdowns based on the regional GDP breakdown presented in QUOD’s research for Heathrow.3 The 
best measure of the size of a regional economy is gross value added (GVA).4 

The results of the analysis are interesting. In London and the South East, there is very little difference 
between the Heathrow and Gatwick options in the ‘Low Cost is King’ scenario. But in all other regions, 
the differences in this scenario are the highest across all scenarios, especially in Wales, Scotland and 
Northern Ireland. This may reflect the lack of UK connectivity afforded by the Gatwick option. 

The ‘Global Growth’ scenario produces the greatest differences in London and the South East but the 
differences elsewhere are also significant, except in Wales, Scotland and Northern Ireland, in which the 
differences are still significant in absolute terms but less significant in relative terms. The ‘Assessment of 
Need’ scenario produces discernible differences between the Heathrow and Gatwick options in all 
regions, especially in Wales, Scotland and Northern Ireland, in which the differences under this scenario 
exceed those under the Global Growth scenario.  

London 

 

 

South East 

 

  

                                                           

3 Quod, “UK benefits by region”, accessed online at [http://your.heathrow.com/takingbritainfurther/jobs-and-growth/uk-

benefits-by-region/] 
4 GVA or gross value added is a measure of the value from production in the national accounts and can be thought of as the 

value of industrial output less intermediate consumption.  That is, the value of what is produced less the value of the 
intermediate goods and services used as inputs to produce it.  GVA is also commonly known as income from production and is 
distributed in three directions – to employees, to shareholders and to government. GVA is linked as a measurement to GDP – 
both being a measure of economic output. That relationship is (GVA + Taxes on products - Subsidies on products = GDP).  
Because taxes and subsidies on individual product categories are only available at the whole economy level (rather than at the 
sectoral or regional level), GVA tends to be used for measuring things like gross regional domestic product and other measures 
of economic output of entities that are smaller than the whole economy. 
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North East 

 

North West 

 

Yorkshire and the Humber 

 

East Midlands 

 

West Midlands 
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East of England 

 

South West 

 

Wales 

 

Scotland 

 

 

Northern Ireland 
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3 Disaggregating the employment benefits 
In the ‘Assessment of Need’ scenario, net job creation is projected to be 179,800 with the Heathrow 
northwest runway option. The equivalent number for Gatwick is 49,600. Further detail is provided in 
Table 6 below, which shows projected net job creation under each option by 2020, 2030, 2040, 2050 and 
2060.  

The table then produces an average difference per year based on the length of the appraisal period up to 
the relevant year under consideration. This tells us that, in the first five years, choosing Gatwick would 
mean sacrificing the creation of 10,060 jobs per year over that five-year period. By 2030, the annual 
sacrifice is smaller at 4,793 jobs per year over the 15-year period and smaller again by 2040 at 4,364 jobs 
per year over 25 years. Over the 35-year period to 2050, choosing Gatwick would mean sacrificing the 
creation of 3,720 new jobs per year. 

Table 6: Analysis of overall net job creation 

 

Source: PwC, Cebr analysis 

Table 7 provides the same analysis at the regional level, showing the net job creation that would be 
sacrificed in each region by choosing Gatwick. This ranges from 831 net new jobs per annum in London 
to 100 net new jobs per annum in the North East of England. 
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Table 7: Analysis of net job creation at the regional level by 2050 (sum of regions may not tally with totals due to rounding in the 
source data) 

 

Source: PwC, Cebr analysis 

Table 8 below provides the projected jobs impacts when expressed per 100,000 families. The differences 
between Heathrow and Gatwick are most striking in London and Northern Ireland, followed by the South 
East and then by Scotland and Wales. The differences are less striking in the midlands and northern 
regions. 

Table 8: League table of jobs per 100,000 families  

 

Source: PwC, Cebr analysis 
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When expressed on this basis, the ranking between the regions changes a bit from that observable in 
Table 7 above. Most notably, Scotland drops down the list a bit, while Northern Ireland climbs 
significantly. This means that, in relative terms, the negative impact of choosing Gatwick is much more 
significant for Northern Ireland than is suggested by just looking at the absolute numbers.  
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4 Policy implications 
Some share of the economic benefits projected to flow as a result of the expansion of runway capacity 
can be expected to translate into additional tax revenues for Government. This section considers the 
differences in the additional tax take projected for each of the Heathrow northwest and Gatwick options 
and considers the implications if the Government were to use these tax revenues to pursue policy goals 
like reducing income tax or hiring more frontline staff for public services.  

4.1 How income tax could be reduced 

Here were consider the implications of choosing the Heathrow northwest option over the Gatwick 
option if the Government decided to use the incremental additional tax revenues arising from this choice 
to reduce income tax. Table 9 below presents the estimated net tax impacts for each option, along with 
the differences between the two.  

Table 9: Change in net taxes (£mn) relative to the baseline, AoN scenario: Heathrow vs. Gatwick, 2020-2060 

 

Source: PwC analysis, Cebr analysis 

We projected forward aggregate income tax revenues using OBR forecasted growth. This allowed us to 
express the difference in additional tax revenues arising from the choice of Heathrow over Gatwick as a 
percentage of aggregate income tax revenues for the UK as a whole. This gives a rate by which the 
effective average rate of income tax could be reduced in order to keep income tax revenues at the same 
levels as in the baseline scenario of no runway expansion.  

We find that on average, the effective average rate of income tax could be reduced by 1.6% if the 
incremental additional taxes arising from the choice of Heathrow were to be used to pursue such a 
policy. Alternatively stated, the Government could afford a 1.6% drop in the total income tax bill. 

Based on earnings data from the Annual Survey of Hours and Earnings for 2015, we estimate that this 
translates into an income tax saving of £37 per annum for median income earners and of £54 per annum 
for mean income earners. These results are summarised in Table 10 below. The reduction in income tax 
would be expected to rise over time with median and mean earnings growth. 

Table 10: Illustrative annual savings in income tax based on UK median and mean income earners 

 

Source: ASHE, Ask the Taxman tax calculator, Cebr analysis 
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Further illustrations of what it would mean for the Government to use the additional tax revenues arising 
from the choice of Heathrow to reduce income tax are provided in Table 11 below. 

Table 11: Illustrative annual savings in income tax based on average earnings in each income percentile 

 

Source: ASHE, Ask the Taxman tax calculator, Cebr analysis 

Earnings at the 10th percentile are too low to incur any income tax at all, so there is no effect for such 
earners. Thereafter, the annual saving ranges from £2 per annum for those at the 20th percentile income 
levels to £144 per annum for those at the 90th percentile. 

4.2 How VAT could be reduced 

Here we consider the implications of choosing Heathrow over Gatwick if the Government decided to use 
the incremental additional tax revenues to reduce VAT. We find that, over the period to 2060, VAT could 
be reduced by up to 2.5% if such a policy were pursued. So, for example, a consumer purchasing a 
washing machine for £500 could save £12.50 on that purchase. 

4.3 How more frontline staff could be hired for public services 

This subsection considers the implications of choosing the Heathrow northwest option over the Gatwick 
option if the Government decided to use the incremental additional tax revenues arising from this choice 
to hire more frontline public service staff in the areas of policing, health, teaching and firefighting. Table 
12 presents the results at the UK level, showing the total number of frontline staff that could be hired in 
each of the public services if all of the additional revenues were used for one of the public services only.  

In other words, by 2030 for example, the incremental additional tax revenues arising from the choice of 
Heathrow could be used to hire 68,090 additional police officers or 100,020 nurses or 41,165 doctors or 
86,210 fire officers or 76,935 secondary school teachers. In reality, if the Government were to pursue 
such a policy, it would likely hire a blend of these frontline staff.  
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Table 12: Additional jobs funded by boost to Government tax revenue following Heathrow expansion instead of Gatwick, 2020-
2060 

 

Source: Cebr analysis 

Based on HMRC data on the regional contribution to the UK’s total tax take and average salaries at the 
regional level from the Annual Survey of Hours and Earnings (ASHE), we produce equivalent tables to 
Table 12 above for each Government Office Region. These are presented below.  

London 

 

South East 

 

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 15,150 20,800 10,955 19,365 17,840

2030 14,975 20,560 10,830 19,140 17,635

2040 22,955 31,510 16,595 29,335 27,025

2050 26,795 36,780 19,370 34,240 31,545

2060 41,780 57,355 30,205 53,395 49,195

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 13,660 20,005 8,235 17,175 16,205

2030 13,505 19,775 8,140 16,980 16,020

2040 20,695 30,305 12,475 26,020 24,550

2050 24,155 35,375 14,560 30,375 28,655

2060 37,670 55,170 22,705 47,365 44,690
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North East 

 

Yorkshire and the Humber 

 

East Midlands 

 

West Midlands 

 

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 1,950 2,575 945 2,430 2,010

2030 1,925 2,545 935 2,405 1,985

2040 2,950 3,900 1,435 3,680 3,045

2050 3,445 4,555 1,675 4,300 3,555

2060 5,375 7,105 2,610 6,705 5,545

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 4,190 6,280 2,560 5,220 4,870

2030 4,140 6,210 2,530 5,160 4,815

2040 6,345 9,515 3,875 7,910 7,380

2050 7,405 11,110 4,525 9,230 8,615

2060 11,550 17,325 7,055 14,395 13,430

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 4,185 5,710 2,090 5,210 4,285

2030 4,140 5,645 2,065 5,150 4,235

2040 6,340 8,650 3,165 7,890 6,495

2050 7,400 10,095 3,690 9,210 7,580

2060 11,545 15,745 5,760 14,360 11,820

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 4,485 6,640 2,470 5,850 5,180

2030 4,435 6,565 2,445 5,780 5,120

2040 6,795 10,060 3,745 8,860 7,850

2050 7,935 11,745 4,370 10,340 9,160

2060 12,370 18,315 6,815 16,130 14,285
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East of England 

 

South West 

 

Wales 

 

Scotland 

 

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 8,180 14,005 4,295 10,185 8,770

2030 8,085 13,845 4,245 10,065 8,670

2040 12,390 21,220 6,505 15,425 13,290

2050 14,465 24,770 7,595 18,010 15,510

2060 22,555 38,625 11,840 28,085 24,190

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 5,480 7,835 3,185 8,645 5,930

2030 5,415 7,745 3,150 8,545 5,860

2040 8,300 11,870 4,825 13,095 8,985

2050 9,685 13,860 5,635 15,285 10,485

2060 15,105 21,610 8,785 23,840 16,355

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 2,160 2,875 1,070 2,665 2,255

2030 2,135 2,840 1,060 2,635 2,230

2040 3,270 4,355 1,620 4,035 3,415

2050 3,815 5,085 1,895 4,715 3,990

2060 5,950 7,930 2,950 7,350 6,220

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 5,405 7,920 3,115 6,600 5,925

2030 5,345 7,830 3,080 6,525 5,855

2040 8,190 12,000 4,720 10,000 8,975

2050 9,560 14,010 5,510 11,675 10,475

2060 14,905 21,845 8,595 18,205 16,335
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Northern Ireland 

 

New jobs Police Nurses Doctors Fire officers

Teachers 

(secondary 

school)

2020 920 2,420 2,420 1,500 2,420

2030 910 2,390 2,390 1,485 2,390

2040 1,395 3,665 3,665 2,275 3,665

2050 1,630 4,280 4,280 2,655 4,280

2060 2,540 6,670 6,670 4,135 6,670


