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Foreword
For centuries London has been a centre for world trade. Its 
international links are among its greatest assets. In the 
21st century, high quality air travel is fundamental to 
maintaining these links and key to London’s success as a 
world city.

From being an asset to London’s competitiveness, 
Heathrow has become a perceived handicap. The poor 
quality of the passenger experience at Heathrow - 
London’s principal business airport - poses a substantial 
threat to the sustainability of London as the leading world 
city in the global economy.

London and the UK need Heathrow to be world class.

This report examines the gap between expectation and 
experience facing business users of Heathrow. Using 
qualitative and quantitative consumer research, 
underpinned by economic analysis, it seeks to explain why 
service quality is poor.

We have proposed a range of solutions and posed 
policy questions on which we would welcome your views. 
We plan to consult widely with business, the aviation 
industry and other stakeholders to determine the most 
viable solutions to Heathrow’s challenges.

I would like to thank London Economics for undertaking 
this research, and the members of our business steering 
group, chaired by Ric Lewis, for their valuable contribu-
tions to the production of this report.

Baroness Jo Valentine
Chief Executive 
London First
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Executive summary
London’s international links are among its greatest assets. 
High quality air travel is fundamental to maintaining these 
links and key to London’s success as a world city. The 
poor quality of the passenger experience at Heathrow 
- London’s principal business airport - poses a substantial 
threat to these links and, therefore, to the sustainability of 
London, and the UK, as a fulcrum of the global economy. 
To understand the context and causes of the shortcomings 
at London Heathrow, London Economics were 
commissioned by London First to undertake an analysis of 
the regulatory environment relating to London Heathrow 
airport. 

As part of the analysis, we undertook a survey of 850 
passengers who have travelled through Heathrow in the 
last 12 months for business purposes, to better 
understand those factors considered important in making 
Heathrow ‘world class’, as well as an assessment of 
current service levels against a range of criteria. In addition 
to this, we have consulted widely with key stakeholders, 
including policy officials in central and local government, 
the business community, airports and airlines to 
understand the reasons for some of the shortcomings at 
Heathrow and possible solutions to these problems.  We 
have also undertaken a detailed benchmarking exercise to 
better understand London Heathrow’s performance across 
a number of areas against a large number of international 
airports including Amsterdam Schiphol, Frankfurt and 
Paris Charles de Gaulle. 

There are serious concerns in relation to service levels in a 
number of areas provided at Heathrow. In particular, 
survey respondents indicated that service levels in relation 
to waiting times, overcrowding and terminal appearance 
and comfort were of greatest concern. In addition, it was 
suggested that the lack of service quality was having a 
significant impact on the perception and branding of 
London and the United Kingdom. 

Our analysis illustrates that London Heathrow performs 
poorly against other international airports in relation to 
queues and waiting times on arrival and departure and 
through security and immigration, as well as in terms of 
terminal comfort and ground transportation. 

To understand more fully the link between delays, the 
number of passengers and air traffic movements, we 
undertook a detailed analysis of airline level delay data. 

We assessed the expected delays at Heathrow compared 
to a number of international airports and found that 
although increased delays are related to increasing 
numbers of passengers and air traffic movements in 
general, London Heathrow still performs relatively poorly 
with respect to major international comparator airports.
One often-made claim is that the inevitable delays at 
Heathrow resulting from the number of passengers (and 
transfer passengers) are a necessary cost associated with 
supporting an extensive range and reach of flight services. 
However, we found that given the number of passengers 
and proportion of transfer passengers at Heathrow relative 
to other international airports, the airport may be expected 
to offer a greater number of destinations than is currently 
the case.

Our analysis of the regulatory environment facing the 
owners of Heathrow suggests that there are a number of 
inadequacies associated with the current regulatory 
process. Specifically, price cap regulation has kept the 
price of servicing passengers through London Heathrow 
relatively low and gives the owners of London Heathrow an 
incentive to increase the number of passengers using its 
facilities (both passengers commencing or completing 
their journeys at Heathrow as well as transfer passengers).
 
Heathrow is faced with a wide range of capacity 
constraints – involving both lack of available land and 
airspace and issues relating to the environmental and 
planning constraints limiting the rapid development of 
additional capacity. However, the combination of capacity 
constraints at Heathrow and the lack of competition 
amongst airports in the London region provide few if any 
incentives to improve the quality of the passenger 
experience at Heathrow. 

In addition to this, the structure of the pricing regime offers 
incentives to the owners of Heathrow to overestimate the 
degree of capital expenditure required to be undertaken, 
which may or may not be in the best interests of 
passengers, as well as making savings on operational 
expenditure. There are incentives in place that might 
encourage the airport operator to under-spend on the 
current terminal fabric to such an extent that the only 
option is to undertake significant capital expenditure to 
remedy the situation.
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We conclude that there are a number of possible solutions 
that warrant consideration. In the short run, we believe that 
it would be useful to consider reducing the number of air 
traffic movements at Heathrow (down from the current 
99% of available capacity at present). 

We suggest also that mixed mode operation of runways 
be considered in the short term (with no corresponding 
increase in air traffic movements). The introduction of 
mixed mode operation is intended to provide some degree 
of resilience to flight operations at Heathrow. We believe 
that increasing the number of ATMs at the same time 
would have little impact on fundamental shortcomings in 
relation to delays at Heathrow. 

In terms of the regulatory environment, options should be 
put in place that allow prices to vary to better reflect both 
the level of demand, as well as alternative levels of service 
quality. We believe that consideration should be given to a 
‘dual till’ approach as the basis for regulatory pricing as 
such an approach is likely to be more efficient than the 
‘single till’ option. 

Airlines that rely on the hub and spoke business model 
offer transferring flights at a price which is lower than the 
sum of the separate flight legs. This implies that transfer 
passengers pay less to fly into and out of the hub than 
other passengers. Transfer passengers appear to offer 
little economic benefit to the London region, and 
contribute considerably to the poor service levels offered 
to other passengers. Where possible, policy and 
regulation should discourage business models that rely on 
this pricing asymmetry; for example, transfer passenger 
demand through Heathrow could be reduced if the 
Government charged the airlines air passenger duty for 
transfer passengers. At the present time, transfer 
passengers are not subject to air passenger duty.

In the medium term, we believe that alternatives to the 
current price cap regime need to be considered. 
Specifically, the introduction of a weighted tariff basket 
could provide the owners of Heathrow the incentive to 
raise quality levels and reduce the incentive to pack the 
airport with as many passengers as possible. In order to 
facilitate this, we believe that the owners of Heathrow 
should have greater accountability for and ownership of 
the various aspects of the passenger experience while at 
the airport and that they should be able to offer a menu of 
quality offerings to passengers on the basis of this 
augmented responsibility. This will only work if the owners 
of Heathrow have influence over the various individual 
components of the passenger experience.

We believe that there needs to be additional regulatory 
scrutiny of the expenditure plans presented by the airport 
operator. Given the nature of the regulated entity, we 
believe that a detailed bottom up approach to expenditure 
plans needs to be implemented, and despite the 
significant costs associated with such an option, may lead 
to substantial cost savings in the longer term.

Finally, it appears important to consider the options 
surrounding co-funding with users of major new 
investments or even users taking a leading role in these 
types of investment. There are examples of these types of 
co-development and co-funding arrangements in the US 
and in some smaller European airports, particularly those 
mostly used by low cost carriers, and there is the 
possibility that the ultimate needs and wishes of 
passengers will be better served through the adoption of 
these types of approach to capital investment.
 



6

Imagine a world class Heathrow

1
Introduction and terms 

of reference

London Economics were commissioned by London First 
to undertake a study in relation to London Heathrow 
airport. London First believes that the strength and future 
of London’s economy, and the United Kingdom’s, 
depends on the capital’s success as a world city. Lon-
don’s international links have always been one of its 
greatest assets. The optimal performance of London’s 
airports, particularly Heathrow, is of critical importance to 
London and the United Kingdom. Poor passenger 
experience continues to be cited by senior business 
people as a serious concern that affects London’s 
competitiveness.

London First established a Heathrow Steering Group 
whose purpose is to answer the following question: “What 
is required to create in Heathrow a world class airport able 
to meet its passengers’ needs and its environmental 
responsibilities?” 

London Economics have been commissioned to under-
take a study of the regulatory regime governing London’s 
airports. The study is considering whether price cap 
regulation alone delivers the necessary incentives for 
service quality and infrastructure development and it is 
expected that this study will feed into the Government’s 
review of the regulator and the Competition Commission’s 
review of BAA as it assesses the role of regulation. It also 
provides some additional evidence in relation to the 
regulator’s review of price controls.

As part of this project, we have undertaken a number of 
strands of research, including a detailed analysis of the 
policy and regulatory framework; a benchmarking analysis 
of a number of international airports; a survey of 850 
business users of Heathrow airport to generate up-to-date 
and robust evidence relating to the current status of 
Heathrow, as well as the factors that are considered 
important in making Heathrow world-class; and a series of 
stakeholder consultations.

The report is set out as follows: Section 2 provides some 
detailed information on the position of Heathrow within the 
context of the other London airports, as well as information 
on the outcomes achieved by a number of international 
airports. Section 3 provides an analysis of the survey of 
business passengers using Heathrow in the last 12 
months and a summary of the information gathered as 
part of the stakeholder consultation exercise. Section 4 
provides an analysis of the reasons for Heathrow’s current 
underperformance, while Section 5 considers some of the 
issues that need to be addressed before Heathrow might 
be considered ‘world class’. Section 6 provides some 
conclusions and recommendations.
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2
Context and benchmarking

2.1
Heathrow within the London context
In this section we provide some contextual information on 
the characteristics of London’s Heathrow airport in relation 
to the four other main London airports.

In Figure 1 below, we illustrate the total number of 
passengers passing through Heathrow relative to other 
London airports using information from the Civil Aviation 
Authority. Between 2000 and 2006, there was an increase 
in the total number of passengers at London Heathrow 
from 63.7 million to 67.1 million, of which just over 41 
million passengers took international flights starting or 
terminating in Heathrow (an increase of just under one 
million over the six year period). At the same time, there 
was a reduction in the total number of domestic 
terminations from 4.5 million to 3.1 million. 

Figure 1: Change in passenger types by airport 
(London region) between 2000 and 2006

In aggregate, the total number of passengers in the other 
four London airports (Gatwick, London City, Luton and 
Stansted) increased by 36% over the six year period from 
50.6 million to 69.2 million passengers. London Gatwick 
posted a 7.3% increase in the total number of passengers 
(from 31.4 million to 33.7 million); London City had a 52% 
increase in the number of passengers (from 1.5 million to 
2.4 million); London Luton had a 53% increase in the 
number of passengers (from 6.0 million in 2000 to 
9.3 million in 2006); while Stansted was the fastest 
growing airport in the London region with the number of 
passengers more than doubling in the six year period from 
11.6 million to 23.6 million in 2006). 

The composition of passengers through the London 
airports has also changed over time. The increase in 
passenger numbers through Heathrow has largely been 
accounted for by an increase in the number of transfer 
passengers1. In 2000, there were 16.1 million international 
transfer passengers and 2.6 million domestic transfer 
passengers. Although the number of domestic transfers2  
has remained relatively unchanged over the period, there 
has been an increase in the number of international 
transfer passengers from 16.1 million in 2000 to 
20.0 million in 2006. Transfer passengers now account for 
approximately 35% of all passengers travelling through 
Heathrow – up from less than 30% in 2000. In contrast the 
number of transfer passengers through all other London 
airports has fallen between 2000 and 2006, from 
7.8 million to less than 7.0 million. This information is 
presented in Figure 2.10,000
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Figure 2: Number of passengers terminating and 
connecting at London airports 2000-2006

Source: Civil Aviation Authority passenger survey reports (various years)

In addition to computing the different passenger growth 
rates and analysing the composition of those changes in 
passenger numbers, we have also been able to assess 
the proportion of business and leisure passengers passing 
through each of the London airports.

As would be expected, London City airport has the highest 
proportion of business passengers, standing at 63.9% - 
though this represents a marginal reduction since 2000 
(equivalent to 1.3 percentage points). However, this 
observation needs to be balanced against the fact that 
there was significant growth in passenger numbers over 
the period implying that the actual number of business 
passengers increased by almost 500,000 over the six year 
period.

London Heathrow has seen the number of business 
passengers fall by about one million over the period 
2000-2006 and this decline, along with some small 
changes in the numbers of other passengers, equates to a 
reduction in the proportion of business passengers to all 
passengers from 41.5% in 2000 to 39.6% in 2006. 

In contrast to London City and London Heathrow, the 
markets served by Gatwick, Luton and Stansted are 
predominantly leisure orientated. In 2006, almost 84% of 
passengers travelling through Gatwick and 82% travelling 
through Stansted were leisure passengers, with the 
equivalent proportion at Luton standing at marginally less 
than 80%. Despite the very high proportion of leisure 
passengers at these airports, the substantial increase in all 
passengers has generally translated into an increase of 
almost 2.4 million business passengers over the six year 
period - equivalent to a 28% increase in total business 
passengers at Gatwick, Luton, and Stansted in absolute 
terms.

Figure 3: Numbers of business passengers through 
London airports between 2000 and 2006

Number of Passengers (terminating) Number of Passengers (connecting)

Heathrow
(2000)

Heathrow
(2006)

Gatwick
(2000)

Gatwick
(2006)

Stansted
(2000)

Stansted Luton

(2000)

Luton

(2006)

London

(2000)

London

(2006)

44
,7

06

44
,2

31

24
,5

16

29
,5

67

11
,0

19

21
,2

71

5,
78

9 8,
94

1

1,
51

4

2,
31

6

18
,9

99 22
,8

94

6,
91

5

2,
33

9

28
6

38
1

30 40

4,
16

5

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

40,000

45,000

50,000

N
u

m
b

er
 o

f 
p

as
se

n
g

er
s 

('0
00

s)

(2006) Airport Airport City City

58
8

18,559

4,123

2,539

982
1,455

17,521

4,676
3,900

1,474
1,834

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

16,000

18,000

20,000

P
as

se
n

g
er

s 
('

00
0s

)

Heathrow Gatw ick Stansted London City Luton Airport
Business Passengers (2000) Business Passengers (2006)

Source: Civil Aviation Authority



9

Imagine a world class Heathrow

2.1.1 Destinations served
In Figure 4 below and Table 1 overleaf, we present 
information on the number of destinations served by each 
of the London airports between 2001 and 2007.

Since 2001, London Heathrow has seen an increase in the 
number of destinations served (defined as having more 
than 5,000 passengers per annum), though there has 
been some degree of fluctuation across the period. 
Specifically, the number of destinations served in 2001 
stood at 181 (of which 10 were domestic and 171 
international); however, the number of destinations has 
been as high as 199 (in 2002). Although there has been an 
increase of 4% in the number of destinations served over 
the period, this has been entirely focused on international 
destinations, with the domestic network remaining 
unchanged.

Figure 4: Number of destinations served from 
London airports 2000-2007

Source: London Economics analysis of Civil Aviation Authority data

In contrast to London Heathrow, other airports, such as 
Gatwick, have seen the number of destinations served fall 
modestly over the period. London Gatwick has 
consistently offered the greatest number of destinations 
within the London area – ranging from 246 in 2001 to 213 
in 2003 increasing again to 240 in 2007. This equates to a 
2% reduction in the number of destinations served over 
the period. However, the reduction in the number of 
destinations served has been at the expense of a number 
of international destinations, which has dropped from 234 
in 2001 to 227 in 2007. The number of domestic 
destinations has risen from 12 to 13 over the period in 
question.
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Table 1: Number of destinations served by London airports 2000-2007

Airport 2000 2001 2002 2003 2004 2005 2006 2007

Domestic

Gatwick 12 12 14 14 13 14 14 13

Heathrow 10 10 10 9 9 9 9 10

London City 8 7 6 8 8 7 7 8

Luton 8 8 7 7 6 6 6 6

Stansted 10 10 9 10 11 11 12 11

International

Gatwick 234 234 202 199 201 209 217 227

Heathrow 171 178 189 184 183 183 183 178

London City 17 19 19 16 15 17 20 27

Luton 48 48 44 41 56 66 77 82

Stansted 107 111 117 131 144 148 158 171

Total

Gatwick 246 246 216 213 214 223 231 240

Heathrow 181 188 199 193 192 192 192 188

London City 25 26 25 24 23 24 27 35

Luton 56 56 51 48 62 72 83 88

Stansted 117 121 126 141 155 159 170 182

In contrast to Gatwick and London Heathrow, where the 
number of destinations have been relatively unchanged, 
the huge increase in passenger numbers at Luton and 
Stansted is associated with an increase in the number of 
destinations served. London Luton has seen a 57% 
increase in the number of destinations served – rising from 
56 in 2001 to 88 in 2007. However, there has been a 
reduction in the number of domestic destinations (falling 
from 8 to 6 over the period) while there has been an 
increase of 34 international destinations served (from 
48 to 82 between 2001 and 2007). 

Similarly, Stansted has seen the number of destinations 
served increase from 117 in 2000 to 182 in 2007 (a 56% 
increase) and is now offering almost as many destinations 
as London Heathrow. The increase in the number of 
destinations is again focused on the international sector, 
with 171 destinations served in 2007 compared to 107 in 
2000.

Source: London Economics analysis of Civil Aviation Authority data. Minimum of 5,000 passengers per annum
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The information presented indicates that the total number 
of unique destinations offered by all London airports 
stands at 428, which represents a 20% increase in the 
number of unique destinations in 2000 (358). Interestingly, 
the number of unique destinations served by Heathrow 
alone stands at 95 in 2007, which corresponds to a 25% 
increase since 2000.

Table 2: Number of unique destinations served by London airports 2000-2007

2000 2001 2002 2003 2004 2005 2006 2007

Number of airports 
serving destination

1 205 214 214 247 230 227 238 248

2 76 83 95 76 78 92 89 91

3 48 48 40 42 52 49 57 59

4 21 22 17 16 21 23 24 24

5 8 5 5 6 4 4 4 6

Total 358 372 371 387 385 395 412 428

Source: London Economics analysis of Civil Aviation Authority data. Minimum of 5,000 passengers per annum
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2.1.2 Destinations and passengers: 
London Heathrow
In Figure 5 we present information on the most popular 
destinations served by London Heathrow in terms of 
passenger numbers. We list those destinations that were 
among the top 10 destinations in 2001 along with the 
number of passengers in 2001 and 2007. This information 
is also presented in Table 3 for the intervening years. In 
addition to those destinations with the highest number 
of passengers in 2001, we have also included those 
destinations that have become increasingly popular over 
the period and now have some of the highest passenger 
traffic annually.

Figure 5: Most popular destinations by passenger 
numbers from Heathrow 2001-2007

Source: London Economics analysis of Civil Aviation Authority data

Note: Ranking of top ten popular destinations by passenger numbers in 

2001

The most popular destination from Heathrow throughout 
the entire period has been New York JFK with over 
2 million passengers taking this flight every year. In 
fact, there has been a 22% increase in the number of 
passengers travelling to New York from Heathrow over 
the period, which is in sharp contrast to many of the 
other destinations served. For instance, there has been a 
16% reduction in the number of passengers travelling to 
Paris (CDG); a 3% reduction to Dublin; a 16% reduction 
to Amsterdam; a 9% reduction to Edinburgh; a 13% 
reduction to Glasgow and a 25% reduction to Manchester.
 
Interestingly, the growth in passenger numbers is fully 
accounted for by increases in the numbers undertaking 
long-haul flights. Specifically, 23% more individuals 
travelled to Chicago in 2007 than in 2001, while there 
has been a 12% increase in passenger numbers to 
Los Angeles, a 54% increase to Hong Kong and an 81% 
increase to Dubai.

2,
32

6

2,
13

7

2,
12

0

2,
03

4

1,
57

6

1,
44

0

1,
38

8

1,
30

9

1,
28

3

1,
25

8

94
4

87
0

2,
83

9

1,
79

9

1,
79

0 1,
97

4

1,
43

7

1,
45

0

1,
20

7

1,
60

5

97
3

1,
40

6

1,
45

3

1,
57

1

0

1,000

2,000

3,000

New
 Yor

k (
JF

K)

Amste
rd

am

Pari
s (

CDG)

Dub
lin

Edinb
urg

h

Fran
kfu

rt

Glas
gow

Chic
ag

o

Man
ch

es
ter

Lo
s A

ng
ele

s

Hon
g K

on
g

Dub
ai

N
um

be
r 

of
 p

as
se

ng
er

s 
('0

00
s)



13

Imagine a world class Heathrow

Table 3: Most popular destinations by passenger numbers from Heathrow 2001-2007 (000’s)

Destination 2001 2002 2003 2004 2005 2006 2007

New York (JFK) (1) 2,326 2,517 2,670 2,965 2,939 2,751 2,839

Amsterdam (3) 2,137 2,051 2,051 2,005 1,895 1,846 1,799

Paris (CDG) (4) 2,120 2,150 1,970 1,996 2,011 1,971 1,790

Dublin (2) 2,034 2,181 2,035 2,097 2,089 1,991 1,974

Edinburgh (9) 1,576 1,603 1,662 1,696 1,660 1,495 1,437

Frankfurt (9) 1,440 1,518 1,459 1,531 1,531 1,513 1,450

Glasgow (-) 1,388 1,448 1,465 1,536 1,427 1,284 1,207

Chicago (5) 1,309 1,326 1,356 1,512 1,522 1,521 1,605

Manchester (-) 1,283 1,305 1,385 1,402 1,265 1,087 973

Los Angeles (10) 1,258 1,261 1,180 1,346 1,383 1,430 1,406

Hong Kong (7) 944 1,113 1,020 1,275 1,259 1,417 1,453

Dubai (6) 870 923 950 1,129 1,180 1,374 1,571

Source: London Economics analysis of Civil Aviation Authority data. Note: Ranking of most popular destinations by passenger numbers. Figures in 
parentheses indicate final position in 2007.  Figures in italics represent those destinations that are no longer in the top 10.

In Figure 6 below, we present some information on the 
destinations that have been dropped from Heathrow at 
any stage since 2001.

Figure 6: Proportion of destinations no longer served 
by Heathrow 2001-2007 by alternative take up and 
number of passengers at removal

Stansted, 2 destinations

London City, 
2 destinations

Gatwick, 7 
destinations

Heathrow, 
6 destinations

3 other Airports, 
2 destinations

Eliminated, 
5 destinations

2 other airports, 3 destinations

>10,000 passengers per annum, 
4 destinations

5,000 - 10,000 passengers per 
annum, 1 destination

Source: London Economics analysis of Civil Aviation Authority data. 

Minimum 5,000 passengers in an annual period

Between 2001 and 2007, 27 destinations have been 
dropped from Heathrow with more than 5,000 passengers 
each annually. However, further analysis illustrates that six 
of these routes were subsequently reinstated by Heathrow, 
seven witnessed a replacement service form Gatwick, two 
routes transferred to Stansted and London City (each), 
while an additional five routes saw services from at least 
two other London airports. Of the initial 27 routes, only five 
destinations were permanently dropped.
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2.1.3 Destinations and passengers: 
London Gatwick
In Figure 7 and Table 4, we present the equivalent 
information for London Gatwick. Given that approximately 
84% of passengers are travelling for leisure purposes, 
it is unsurprising that the most popular destinations 
out of Gatwick between 2001 and 2007 were Malaga, 
Tenerife and Palma de Mallorca – with almost three million 
passengers annually (combined). 

The only long-haul destinations in the top 10 in 2001 
were Orlando, Houston and Atlanta, though in contrast 
to the activities at Heathrow, there has been a reduction 
in the numbers travelling to these long-haul destinations 
(1,856,000 passengers travelled to Orlando, Houston 
and Atlanta in 2001 falling to 1,563,000 in 2007), with an 
increase in the numbers travelling to destinations such as 
Madrid, Barcelona, Faro and Geneva. 

Figure 7: Most popular destinations by passenger 
numbers from Gatwick 2001-2007

Source: London Economics analysis of Civil Aviation Authority data. Note: 

Ranking of top 10 most popular destinations by passenger numbers in 

2001. 
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Table 4: Most popular destinations by passenger numbers from Gatwick 2001-2007 (000’s)

Destination 2001 2002 2003 2004 2005 2006 2007

Malaga (1) 946 1074 1,127 1,097 982 944 966

Tenerife (SS) (10) 866 925 842 700 677 621 570

Orlando (8) 841 780 765 780 738 668 686

Palma (5) 833 833 893 819 652 694 723

Dublin (2) 772 686 691 663 625 744 882

Edinburgh (4) 770 771 771 739 753 754 748

Alicante (6) 673 752 850 834 798 748 723

Faro (3) 670 669 661 705 686 679 748

Atlanta (-) 528 580 719 653 536 506 395

Jersey  (-) 510 534 545 531 521 538 525

Houston (-) 487 441 407 449 472 477 482

Barcelona (-) 211 436 524 544 558 561 542

Geneva (7) 466 522 589 625 642 712 687

Madrid (9) 288 351 484 396 434 593 664

Source: London Economics analysis of Civil Aviation Authority data. Note: Ranking of most popular destinations by passenger numbers. 

Figures in parentheses indicate final position in 2007.  Figures in italics represent those destinations that are no longer in the top 10.
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2.1.4 Destinations and passengers: 
London City
In Figure 8 and Table 5, we present information on 
passenger numbers to particular destinations through 
London City airport, which caters exclusively for short-haul 
flights. The most popular destinations in 2001 were Dublin 
(172,000 passengers), Edinburgh (163,000 passengers), 
Zurich (153,000 passengers) and Amsterdam (110,000 
passengers). Between 2001 and 2007 there has been a 
significant growth in the number of passengers travelling 
to Edinburgh, Zurich and Amsterdam while the numbers 
travelling to Dublin have remained relatively constant. 

London City has extended the number of international 
destinations served over the period from 17 in 27 in 2007, 
while maintaining the number of domestic destinations (at 
eight). Of those new destinations served since 2001 (with 
at least 5,000 passengers per annum), Paris (Orly) now 
accounts for 112,000 passengers annually (though there 
has been an 83,000 reduction in the number travelling to 
Paris Charles de Gaulle over the same period). 
Manchester accounts for 109,000 passengers annually 
while Brussels accounts for just under 50,000.  
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Figure 8: Most popular destinations by passenger 
numbers from London City 2001-2007

Source: London Economics analysis of Civil Aviation Authority data. Note: 

Ranking of top 10 most popular destinations by passenger numbers in 

2001.

Table 5: Most popular destinations by passenger numbers from London City 2001-2007 (000’s)

Destination 2001 2002 2003 2004 2005 2006 2007

Dublin (6) 172 167 154 135 125 139 153

Edinburgh (2) 163 137 118 192 237 314 354

Zurich (1) 153 154 129 145 183 240 386

Amsterdam (3) 110 85 129 145 154 218 262

Jersey (-) 88 88 47 42 43 16 16

Paris (CDG) (-) 88 71 43 20 15 15 5

Rotterdam (7) 86 88 91 98 122 136 127

Antwerp (-) 82 76 80 84 83 84 87

Frankfurt (5) 71 83 119 137 140 162 164

Geneva (4) 67 71 44 83 202 177 246

Manchester (10) 0 22 97 134 134 113 109

Paris (Orly) (9) 0 13 84 97 105 111 112

Brussels (-) 0 52 70 63 64 65 49

Luxembourg (8) 36 36 37 82 95 102 114

Source: London Economics analysis of Civil Aviation Authority data. Note: Ranking of most popular destinations by passenger numbers. 

Figures in parentheses indicate final position in 2007.  



16

Imagine a world class Heathrow

2.1.5 Destinations and passengers: 
London Luton 
London Luton has displayed significant growth in both the 
number of passengers and the destinations served since 
2000.  London Luton had a 53% increase in the number of 
passengers (from 6.0 million in 2000 to 9.3 million in 2006) 
with a 57% increase in the number of destinations. In 
Figure 9 and Table 6, we present information on the most 
popular routes by passenger numbers between 2001 and 
2007. In 2001, Glasgow (491,000 passengers), Edinburgh 
(486,000 passengers), Amsterdam (466,000), Malaga 
(438,000) and Nice (409,000 passengers) were the most 
popular routes. 

However, by 2007, although Edinburgh, Glasgow and 
Malaga remained among the five most popular 
destinations, Belfast International (360,000 passengers) 
and Warsaw (375,000) had moved into the top five. Other 
new routes that have seen significant growth in 
passengers include Paris Charles de Gaulle (329,000 
passengers) and Budapest (325,000).

Figure 9: Most popular destinations by passenger 
numbers from London Luton 2001-2007

Source: London Economics analysis of Civil Aviation Authority data. Note: 

Ranking of top 10 most popular destinations by passenger numbers in 

2001.
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Table 6: Most popular destinations by passenger numbers from Luton 2001-2007 (000’s)

Destination 2001 2002 2003 2004 2005 2006 2007

Glasgow (3) 491 509 475 467 452 414 408

Edinburgh (1) 486 502 485 453 476 444 429

Amsterdam (9) 466 487 436 432 387 355 321

Malaga (2) 438 432 412 422 412 415 424

Nice (-) 409 374 328 328 297 284 286

Belfast (Intl) (5) 377 407 405 402 382 366 360

Dublin (6) 356 367 379 391 403 361 358

Barcelona (-) 344 328 304 277 266 260 265

Geneva (10) 311 368 359 389 350 305 314

Palma (-) 311 274 268 251 219 230 284

Paris (CDG) (7) 0 215 384 377 270 299 329

Alicante (-) 187 194 256 311 270 285 247

Warsaw (4) 0 0 0 79 299 355 375

Budapest (8) 0 0 0 142 305 298 325

Source: London Economics analysis of Civil Aviation Authority data. Note: Ranking of most popular destinations by passenger numbers. 

Figures in parentheses indicate final position in 2007. Figures in italics represent those destinations that are no longer in the top 10.  
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2.1.6 Destinations and passengers: 
London Stansted
London Stansted has seen the fastest growth in 
passenger numbers in the last six years from 11.6 million 
to 23.6 million in 2006 – corresponding to an increase of 
more than 100%. Stansted is also responsible for a 
significant increase in the number of destinations served 
(56% over the period). In Figure 10 and Table 7, we 
present information on the most popular routes by 
passenger numbers between 2001 and 2007. 

Given the fact that Stansted is the main UK hub for 
Ryanair, it is unsurprising that Dublin was and continues 
to be the most popular destination in terms of passenger 
numbers (rising from 859,000 passengers in 2001 to 
984,000 in 2007 though peaking at almost 1.3 million in 
2002). The other most popular routes in 2001 were 
(Glasgow) Prestwick (627,000), Edinburgh (487,000), 
Amsterdam (369,000) and Munich (361,000). Although 
Prestwick and Edinburgh remain among the five most 
popular routes, Munich and Amsterdam are no longer in 
the top ten destinations served and have been replaced in 
the top five by Glasgow International (448,000) and Rome 
(548,000). Other routes that have become increasingly 
popular over the period are Belfast international (373,000 

passengers), Prague (234,000), Gerona (375,000), 
Bergamo (408,000) and Bratislava (342,000).

Figure 10: Most popular destinations by passenger 
numbers from London Luton 2001-2007

Source: London Economics analysis of Civil Aviation Authority data. Note: 

Ranking of top 10 most  popular destinations by passenger numbers in 

2001.

Table 7: Most popular destinations by passenger numbers from Stansted 2001-2007 (000’s)

Destination 2001 2002 2003 2004 2005 2006 2007

Dublin (1) 859 1051 1,108 1,274 1,121 1,032 984

Prestwick (5) 627 694 721 591 5,048 470 427

Edinburgh (3) 487 513 500 500 521 470 449

Amsterdam (-) 369 315 167 284 270 259 258

Munich (-) 361 187 221 203 195 228 258

Cork (-) 293 378 372 337 438 291 308

Frankfurt (7) 287 131 505 440 394 432 378

Glasgow Intl (4) 287 334 378 397 436 462 448

Pisa (-) 279 316 319 317 315 297 304

Shannon (-) 271 307 305 176 305 290 292

Prague (-) 232 256 350 349 284 291 234

Gerona (8) 27 20 348 412 437 390 375

Bergamo (6) 795 186 340 382 310 415 408

Rome (2) 216 438 784 765 559 548 548

Bratislava (10) 0 0 24 67 139 336 342

Belfast Intl (9) 253 391 402 389 391 374 373

Source: London Economics analysis of Civil Aviation Authority data. Note: Ranking of most popular destinations by passenger numbers. 

Figures in parentheses indicate final position in 2007. Figures in italics represent those destinations that are no longer in the top 10.  
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2.2 
Heathrow within the European context 
To supplement the analysis of airports in the London 
region, and to provide a benchmark for the survey results 
that are presented in Section 3 of this report, we have also 
assessed how London Heathrow compares in the totality 
of its services with a number of international airports, 
where possible with the services provided by Paris 
(Charles de Gaulle), Frankfurt, Amsterdam (and to a lesser 
extent New York JFK). The characteristics we have 
attempted to compare include accessibility, range and 
reach of services, capacity, growth and delays.

In Figure 11 we present some information on customer 
assessments of a number of international airports for 
which information exists. The information presented below 
indicates that Heathrow has the lowest customer 
assessment of any of the selected international airports 
– where for each of the services ‘1’ corresponds to ‘very 
poor’ services and ‘5’ corresponds to ‘very good’ services. 
The summary rating of 2.3 for London Heathrow compares 
poorly to the summary rating of 4.0 for Amsterdam 
Schiphol, and even more unfavourably to airports such as 
Singapore and Zurich (which were consistently mentioned 
as being ‘world class’ as part of  the stakeholder 
consultation exercise discussed in Section 4). London 
Heathrow scored particularly badly in relation to arrival and 
departure delays and queuing at security and immigration, 
and in terms of terminal comfort. 

Figure 11: Benchmarking quality of service provision

Source: Skytrax Airport Review

2.2.1  Delays
In Figure 12, we present information on the proportion of 
flight delays (greater than 15 minutes) at Heathrow 
compared to other international airports, as well as the 
average length of delay. We also show how these delays 
have changed since 2000-2002. The information indicates 
that in 2006-2007, approximately 33% of flights suffered a 
delay of more than 15 minutes, an increase of 
8 percentage points since 2000/2002. 

Figure 12: Evolution of departure delays 
2000/02 – 2006/07

Proportion of flights delayed: 2000–2002 to 2006–2007

Source: London Economics’ analysis of Association of European 

Airlines data
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The proportion of flight delays at Heathrow compares 
particularly unfavourably with those other international 
airports included in the analysis, with Paris Charles de 
Gaulle experiencing delays on 28% of its flights (down 
from 29% in 2000-2002), Frankfurt 24% (up from 19% in 
2000-2002) and Amsterdam Schiphol 21% (down from 
26% in 2000-2002).

However, interestingly, the average length of  delay for 
those flights affected at Heathrow was less than other 
international airports and declining over time. In particular, 
the average length of flight delay at Heathrow was 33 
minutes in 2006-2007 (down from 38 minutes in 
2000-2002), compared to an average 40 minute delay at 
Amsterdam Schiphol (up from 39 minutes in 2000-2002), 
36 minutes at Frankfurt (up from 35 minutes) and 37 
minutes at Paris Charles de Gaulle (down from 41 
minutes). 

Unsurprisingly, a similar picture is presented in Figure 13 
in relation to delays at arrival.

To provide a more rounded picture, we have computed the 
expected delays3 at arrival and departure and how these 
have evolved over time for London Heathrow and other 
international airports. This is presented in Figure 14. 

The data indicate that the expected delay on departure 
from London Heathrow has increased from 9.42 minutes in 
2000-2002 to 11.07 minutes in 2006-07 despite the 
relatively small increase in passenger numbers. With the 
exception of Frankfurt International, all other international 
airports have seen a reduction in the expected departure 
delay over the period; though in the case of Frankfurt, 
expected delays in 2000-2002 were exceptionally low (less 
than seven minutes). Paris Charles de Gaulle now has an 
expected delay of 10.37 minutes, compared to Frankfurt 
with an expected delay of 8.86 minutes and Amsterdam 
Schiphol, which registers an expected delay of 8.41 
minutes.

A similar pattern is displayed with respect to arrival delays. 
Heathrow now experiences expected delays on arrivals of 
11.41 minutes, which is only a marginal reduction since 
2000-2002. In contrast, Paris Charles de Gaulle and 
Amsterdam have seen significant reductions in expected 
arrival delays, while Frankfurt again has seen a modest 
increase in expected arrival delays, though still significantly 
below those registered at Heathrow.

Figure 13: Evolution of arrival delays 2000/02 – 
2006/07

3 Expected delays are computed by taking the product of the proportion of 

flights delayed in a particular period (more than 15 minutes) and the 

average flight delay in the period. 
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In Figure 15, we present some information on the various 
causes of departure delays at these major European 
airports. It can be seen that for London Heathrow in 2006, 
the greatest contributory factors to departure delays are 
related to traffic and airport congestion (12 percentage 
points of the 33% of total flights delayed) and this 
proportion has increased significantly over the period in 
question.

Figure 14: Evolution of Departure and Arrival Delays 
2000/02 – 2006/07

Departures

Arrivals

Source: London Economics’ analysis of Association of European 

Airlines data

Delays caused by airport operations (lack of gates, 
gangways etc) accounted in 2006-07 for eight percentage 
points of the 33% of flights which were delayed, which was 
more than twice that registered in 2000-2002. The impact 
of traffic and congestion is significantly greater than any of 
the other main international airports considered in this 
analysis. Finally, delays associated with the late arrival of 
aircraft account for approximately 11 percentage points of 
33% of departure delays. Interestingly, the impact of 
weather appears to have only a marginal impact on the 
incidence of delays – approximating one percentage point 
over the entire period.

Figure 15: Causes of departure delays 2000/2 – 2006/7

Causes of departure delays at major EU airports (2000-2001)

Causes of departure delays at major EU airports (2006-2007)

Source: London Economics’ analysis of Association of European 

Airlines data
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It might be thought that the delays experienced by London 
Heathrow are simply a function of either the number of 
passengers passing through Heathrow, the number of air 
traffic movements (ATMs) at Heathrow relative to those at 
other airports, or the fact that there are a large number of 
ATMs for only a relatively small number of runways. 
Therefore we have undertaken an econometric analysis to 
establish the relationship between the proportion of flights 
delayed and the number of ATMs per runway available for 
approximately 30 airports for which information exists. The 
results are presented in Figure 16.

The findings indicate that although there is a positive 
relationship between the proportion of delays and the 
number of air traffic movements per runway, London 
Heathrow (being above the fitted line) does relatively 
poorly compared to other international airports. In other 
words, even when controlling for congestion in air traffic 
with respect to runways (ATM per runway), the proportion 
of delays at London Heathrow is relatively high. 

In particular, Amsterdam Schiphol appears to outperform 
the other international airports even after accounting for 
the fact that it has a relatively large number of runways 
(though not all in constant use), while Paris CDG 
underperforms relative to other airports (and is on a par 
with Heathrow) despite the fact that it has fewer 
passengers, ATMs and ATMs per runway available.

Figure 16: Relationship between ATMs per runway 
and proportion of delays 2007

Source: London Economics’ analysis of AEA Airlines’ delay rates by airport 

on Intra-European services

In Figure 17, we have presented information relating to the 
proportion of flight delays and ATMs per runway for a 
number of European airports using quarterly delay data. 
We have attempted to identify the relationship between the 
proportion of flight delays and ATMs per runway and have 
found, when using the entire sample of data (including that 
relating to Heathrow), that there is a relatively ‘loose’ 
relationship between delays and ATMs. 

However, if we consider the quarterly data relating to 
Heathrow only (presented in red and superimposed on 
the analysis relating to the entire sample of airports), we 
find that the relationship becomes ‘tighter’. Specifically, we 
find that, in addition to the statistical relationship between 
ATMs per runway and delays being much tighter, the 
slope of the line relating to ATMs per runway and delays is 
steeper. This implies that at Heathrow, there is a stronger 
link between delays and ATMs per runway. 

Overall, the results of the latter statistical analysis suggests 
that if there was a 24,000 reduction in the overall number 
of ATMs per annum (5% of total ATMs), the proportion of 
flight delays would be expected to fall by 15.2%4.

Figure 17: Relationship between ATMs per runway 
and proportion of delays 2007

Source: London Economics’ analysis of AEA Airlines’ delay rates by airport 

on Intra-European services
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2.2.2 Charges
In this section, we present information on the relative 
airport charges imposed at different international airports 
for a standard intra-EU and international flight (presented 
in Figure 18 and Figure 19). 

We have generated representative airport charges 
associated with an Airbus A320 for a number of airports 
based on a number of assumptions relating to aircraft 
capacity, loading and turnaround.

Figure 18: Airport charges by selected airport 
(per A320, international, GBP)

Source: Airportcharges.com

For an intra-EU flight, the data presented indicate that the 
cost associated with landing at London Heathrow is 
greater than all other comparable airports; however, this is 
driven predominantly by the high levels of air passenger 
duty that is levied by the Government. Considering the 
specific aircraft related charges associated with using 
different airports, Amsterdam Schiphol charges £785 in 
total per aircraft in comparison to £700 at Heathrow, £612 
at Frankfurt and £447 at Paris CDG. 

Comparing Amsterdam Schiphol and London Heathrow in 
more detail, we have identified that of the total fees 
charged per aircraft, at Schiphol, £420 relates to the 

landing charge (£512 at Heathrow), £117 relates to noise 
and emissions (zero at Heathrow), £246 relates to terminal 
navigation (£102 at Heathrow) and zero for aircraft parking 
(£85 at Heathrow).

Although passenger charges5 are similar (£1,931 per 
aircraft at Schiphol and £1,804 at Heathrow), there is an 
explicit breakdown of the passenger charge at Amsterdam 
Schiphol. Specifically, £1,009 of the passenger related 
charge relates to the servicing of passengers through the 
terminals, etc. and £922 relates to an explicit security 
charge. In Heathrow, these two elements are rolled into 
one overall charge.

The greatest difference between aircraft charges relates to 
Government taxes. Based on our assumption in relation to 
capacity and loading factors, an aircraft making an 
international flight (outside the EU) from Heathrow would 
be levied over £5,000 in Airport Passenger Duty – 
compared to £939 at Paris CDG, £567 at Frankfurt, and 
£43 at Amsterdam Schiphol.

Figure 19: Airport charges by selected airport (per 
A320, intra EU, GBP)

Source:  Airportcharges.com
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2.2.3 Range and reach of services 
maintained at other international 
airports
In Figure 20, we present information on the number of 
passengers travelling through Heathrow relative to a large 
number of other international airports. Based on 
information from 2006, London Heathrow is the third 
largest airport globally and the largest in Europe in terms 
of passenger numbers. It processes 14 million more 
passengers than Paris Charles de Gaulle, 16 million more 
than Frankfurt, and 24 million more than Amsterdam 
Schiphol. 

Figure 20: Number of passengers by airport

Source: Air Transport Research Society, Airport Benchmarking Report 2007: 

Global Standards for Airport Excellence

However, the large number of passengers does not 
appear to translate into an equivalent number of 
destinations served. In Figure 21, we present information 
on the number of destinations served by a wide range of 
international airports. Note that the definition of a 
destination is different from those used earlier (which were 
based on route data from the Civil Aviation Authority with a 
route carrying a minimum number of 5,000 passengers 
per annum).  In this section, we use information on 
destinations from the Air Transport Research Society.  
There is no information on the number of passengers by 
destination – only the number of ATMs per annum. In this 
case a destination is defined as having more that 100 
ATMs per annum. Broadly speaking this corresponds to a 
minimum number of passengers annually of approximately 
10,000. 

As can be seen from Figure 21, London Heathrow serves 
fewer destinations than any of the main international 
benchmarking airports. Frankfurt serves more than 300 
destinations, while Amsterdam serves 260. Even Paris 

Charles de Gaulle, with almost 11 million fewer 
passengers, serves 43 destinations more than London 
Heathrow.

Figure 21: Number of destinations served by airport

Source: Air Transport Research Society, Airport Benchmarking Report 2007: 

Global Standards for Airport Excellence

The apparent discrepancy between the total number of 
passengers and destinations served is partially accounted 
for by the high flight loading factor at Heathrow. Figure 22 
indicates that the average number of passengers per ATM 
is significantly greater at London Heathrow (and Gatwick) 
than at any other international airport. This implies that the 
departures from London Heathrow (and Gatwick) either 
cater for larger planes and passenger capacity or planes 
depart with a higher proportion of seats filled (or both).
 
Figure 22: Passengers per Air Traffic Movement 
(Annual)

 

Source: Air Transport Research Society, Airport Benchmarking Report 2007: 

Global Standards for Airport Excellence
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2.2.4 Transfer passengers
A frequent case made by airlines regarding the number or 
proportion of transfer passengers using a particular (hub) 
airport is that transfer passengers allow airlines to offer a 
greater range and reach of flight services. In Figure 23, we 
present information on the relationship between the 
number of passengers, the number of transfer passengers 
and the number of destinations served in an international 
context. 

The information indicates that, in terms of both measures, 
London Heathrow relatively underperforms other airports 
in terms of the destinations served. Specifically, London 
Heathrow offers 10 fewer destinations than Copenhagen 
(21.4 million passengers annually) and 127 fewer 
destinations that Frankfurt (52.8 million passengers 
annually).

The same outcome is illustrated in terms of transfer 
passengers. Approximately 36% of passengers travelling 
through Heathrow are transfer passengers. Vienna has an 
equivalent proportion of transfer passengers (34%) yet 
serves almost 50 more destinations than Heathrow. 
Interestingly, even London Stansted, with only 17% of 
transfer passengers serves 160 destinations compared to 
the 180 served by Heathrow.

Figure 23: Number of passengers and proportion 
of transfer passengers versus number of 
destinations served

Both graphs in Figure 23 – Notes: London Economics calculations. Data on the number 
of destinations served by Heathrow, Gatwick and Stansted is BAA actual data (more 
than 100 ATMs per annum). Data on the destinations served by other airports is derived 
from a variety of sources – including airport’s own website and information from the Air 
Transport Reserch Society “Airport Benchmarking Report 2007”. Passenger data from 
Dublin, Helsinki, Paris Orly and Rome is for 2005.

Source: Air Transport Research Society, Airport Benchmarking Report 2007: 

Global Standards for Airport Excellence

Finally in this section, we present some statistical analysis 
to better establish the relationship between the expected 
number of destinations served and the number of 
passengers and proportion of transfer passengers.
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In Figure 24, we illustrate the expected relationship 
between the number of destinations served and the 
number of passengers using information from 22 airports 
in 2007. It can be seen that, given the total number of 
passengers at London Heathrow and the outcomes 
achieved by other international airports, London Heathrow 
is serving relatively few destinations. If London Heathrow 
were performing to expectations, then it would serve 
approximately 50-60 destinations more than is currently 
the case. An alternative way of thinking about the issue is 
that Heathrow serves the expected number of destinations 
for an airport with approximately half its current number of 
passengers.

Figure 24: Relationship between range and reach 
and number of passengers served by airport

Source: London Economics analysis of data from Air Transport Research 

Society, Airport Benchmarking Report 2007: Global Standards for Airport 

Excellence

In terms of the proportion of transfer passengers, Figure 
25 presents the findings of the statistical analysis that 
compares the number of destinations served and the 
proportion of transfer passengers. Again, the information 
indicates that London Heathrow underperforms 
expectations. In particular, given the proportion of transfer 
passengers, London Heathrow could be expected to serve 
approximately 20 more destinations than is currently the 
case, or be able to offer its current number of destinations 
with a reduction in the proportion of transfer passengers 
(by approximately six percentage points).

Figure 25: Regression of number of destinations 
served and proportion of transfer passengers

Source: London Economics analysis of data from Air Transport Research 

Society, Airport Benchmarking Report 2007: Global Standards for Airport 

Excellence

In the analysis relating to the association between the 
number of passengers, the proportion of transfer 
passengers to total passengers and the number of 
destinations served, we illustrate that if there was a 
reduction in passenger numbers or transfer passengers, 
this might only result in a small impact on the number of 
destinations served. However, it is important to note that 
we have not considered the frequency of flights. The 
reduction in passenger numbers and transfer passengers 
may be reflected in a reduced frequency of service to 
some destinations.

Concluding remarks
Our analysis illustrates that London Heathrow does not 
perform particularly well against other international airports 
across a range of areas. In particular, comparing recent 
international evidence, we have illustrated that there are 
several issues associated with delays, which cannot be 
accounted for by the number of ATMs annually (even given 
the number of runways). In addition, despite the large 
number of passengers and relatively high proportion of 
transfer passengers, the range and reach of flight services 
might be expected to be higher when comparison is made 
to other international airports. 
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3
What would make 

Heathrow ‘world-class’?
3.1  Survey of business passengers
In February 2008, we conducted a survey of 850 business 
people who had travelled through Heathrow in the last 
12 months. We asked respondents for some basic 
information in relation to the number of times they used 
Heathrow in the previous 12 months, as well as 
information on their typical class of air travel (first, 
business or economy). We also asked questions in relation 
to the main positive and negative factors that were 
considered important for doing business in London.

In addition to this, to tie in with the information presented 
in Section 2, we asked individuals for information in 
relation to the factors that they considered important for 
London Heathrow to be considered ‘world class’.  In our 
survey, we distinguished six main categories of success 
factors, namely:

• Accessibility
• Range and reach of flight services
• Waiting times
• Terminal quality
• Information and way finding; and 
• Business/ leisure facilities

These six categories were further disaggregated into 42 
sub-categories, and the current service offering against 
these sub-categories was assessed.

3.1.1 Findings
Approximately 3% of the sample of 850 respondents, who 
indicated they had used Heathrow for business purposes 
in the last 12 months, travelled first class, with 15% 
travelling business class and the remaining 82% travelling 
on economy class tickets. The average number of flights 
taken annually stood at seven, though there is significant 
variation in this figure with some individuals stating that 
they travelled through Heathrow in excess of 100 times 
per annum.

Figure 26 overleaf illustrates the importance of various 
transport factors in the perception of London and the 
crucial importance that Heathrow plays in supporting 
business in London.

Specifically, the findings from the survey indicated that 
90% of respondents claimed that access to European 
markets (and other markets) was an important factor in 
undertaking business in London, while 83% indicated that 
the ease of international travel was important – though this 
related to London as a whole rather than London 
Heathrow specifically.

Notably, only 51% mentioned the quality of internal 
transport as being a positive factor for London with 49% 
indicating that internal transport was a negative feature.
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Figure 26: Perception of London’s positive and 
negative factors for business 

 

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

When respondents were asked about the importance of 
various factors that might be considered important in 
making Heathrow world-class, they were offered a scaled 
response, ranging from ‘unimportant’ to ‘very important’. 

To illustrate the responses from the survey in a meaningful 
way, we have provided information on the distribution of 
responses along this scale, but we also provide 
information on the extent to which various categories have 
‘net positive’ or ‘net negative’ responses. In other words, 
once those individuals responding that a particular factor 
is neither important nor unimportant are excluded, we 
assess the degree to which respondents reported that a 
particular category is ‘important’ or ‘very important’ exceed 
those indicating that a category is either ‘unimportant’ or 
‘quite unimportant’.

In Figure 27, we present information on business 
passenger assessment of the headline factors that might 
be expected to make Heathrow world-class.

Figure 27: Business passengers’ assessment of the 
importance of various aggregated criteria

 

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

The findings indicate that it is the core activities provided 
by Heathrow that are considered to be the most important. 
Specifically, in relation to accessibility, 77% of respondents 
indicate that this is important for making Heathrow 
world-class with only 7% indicating that it is either entirely 
or quite unimportant – providing a net positive of 70%. 
Similarly, there is a net positive of 72% in relation to the 
range and reach of flight services and 71% in relation to 
waiting times. 

The factors that are considered relatively less important 
(though still important in absolute terms) are terminal 
quality and information and way finding (52% and 56% 
respectively), with business/leisure activities resulting in a 
net positive of only 6%.

We have further assessed the three most important criteria 
presented above and provide additional information in 
relation to the specific elements of these categories that 
are considered important for a world-class Heathrow as 
well as an assessment of current service levels against 
those criteria. This is presented in the next section.
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Accessibility
Figure 28 presents the assessment of the relative 
importance of the various accessibility criteria along with 
respondents’ views of current service levels. 

Respondents indicated that “getting to and from the 
airport” is very important.  The net positive response rate is 
74%.  However, the current service levels achieve a net 
positive response of only 32%.

The next most important criteria related to the availability 
and cost of public transportation options (net positives of 
45% and 33% respectively) with current service levels 
achieving net positives of only 29% and 9% respectively.

Figure 28: Business passengers’ assessment of the 
importance of accessibility criteria and current 
service levels

Current service levels of 
disaggregated criteria – accessibility

Importance of disaggregated criteria – accessibility

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

Range and reach of flight services
Despite the fact that we have shown in the previous 
section that Heathrow might be expected to offer more 
destinations given the volume of passengers and 
proportion of transfer passengers, respondents were 
exceptionally positive in relation to the range and reach of 
flight services. The two criteria that were considered most 
important in creating a world-class Heathrow were the 
availability of direct flights to destinations in the US/EU (net 
positive of 70%) and beyond the US/EU (net positive of 
63%). 

Convenient flight schedules also scored highly with 68% of 
respondents noting their importance relative to only 11% of 
respondents stating that convenient flight schedules were 
either unimportant of quite unimportant. 
  
Figure 29: Business passengers’ assessment of the 
importance of range and reach of flight services and 
current service levels

Importance of disaggregated criteria – 
range and reach of services

Current service levels of disaggregated criteria 
– range and reach of services

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months
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Note that the availability of domestic flights was only 
considered important by 55% of respondents with 17% 
indicating that domestic flights were unimportant. 

Service levels in relation to the range and reach of flight 
services are perceived as consistently high. 

In particular, in relation to the three sub-criteria presented 
above, availability of direct flights to a range of business 
destinations in the US/EU achieves a net positive response 
of 69%, availability of direct flights to a range of business 
destinations beyond the US/EU achieves a net positive 
response of 67%, while convenient flight schedules 
achieved a net response of 52%. 

Interestingly, the service levels associated with the 
availability of domestic flights and connections achieved a 
net positive of 50% – marginally greater than the equivalent 
assessment of importance. These findings suggest that 
the changing focus of service provision by airlines at 
Heathrow does appear to reflect the preferences of 
consumers.

Waiting times  
Although London Heathrow appears to provide a 
reasonable service in terms of accessibility and the range 
and reach of flight services, there is a fundamental shift in 
opinion in relation to waiting times. 

Respondents indicated that, as a whole, the category was 
of prime importance for the delivery of a world-class 
Heathrow (net positive of 61%).  

Within this broad classification, waiting times at security 
achieved a net positive of 66%, waiting times at check-in 
achieved a net positive of 66%; baggage delivery a net 
positive of 72%; departure delays a net positive of 73% 
and arrival delays a net positive of 66%. The sub-category 
that was considered relatively least important – but still 
achieving a net positive of 57% was queuing times at 
immigration.

In comparison to this, the assessment of current service 
levels was particularly poor. Against those subcategories 
presented above, waiting times at security achieved a net 
negative of 6%, waiting times at check-in achieved a net 
positive of just 1%; baggage delivery a net negative of 
4%, departure delays a net positive of 6%; and arrival 
delays a net negative of 3%. This information is presented 
in Figure 30.

Figure 30: Business passengers’ assessment of the 
importance of waiting times and current service 
levels

Importance of disaggregated criteria – 
waiting times

Current service levels of disaggregated criteria 
– waiting times

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months
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In particular, in Figure 31 below, we present the responses 
(on the same scales of one to five) for all passengers; 
those passengers who have travelled on non-economy 
tickets; and those ‘frequent flier’ passengers (those that 
have undertaken more than the average number of flights 
in the previous 12 months). 

Figure 31: Passengers’ assessment of the 
importance of waiting times and current service 
levels by passenger type

Passenger’s assessment (by type of passenger) of the 
importance and service levels of disaggregated waiting 

times criteria

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

The findings illustrate that, relative to the overall group of 
business people participating in the survey, business 
people who travelled on non-economy tickets rate each 
and every sub-category as being more important for a 
world-class Heathrow and assess current service levels as 
being worse that the average business traveller6. 

3.1.2 Reasons and responsibility for 
shortcomings at Heathrow
We asked respondents what the primary reasons for the 
shortcomings at Heathrow were and who might be 
responsible for those failings.

In particular, we provided respondents with a list of 
possible responses (plus the option to provide alternative 
responses) and asked them to state whether they agreed 
or disagreed with them.

42% of respondents stated that they either agreed or 
strongly agreed with the statement that there are too many 
passengers, with only 17% disagreeing with the statement 
(a net positive of 25%).

It was interesting to note that survey participants  also 
thought that prices (in general) do not reflect demand (a 
net positive of 18%) and  a net positive of 14% of 
passengers thought that the owners of Heathrow do not 
pay large enough fines for failing to improve customer 
care. 

Other reasons cited by survey participants were that 
Heathrow does not face sufficient competition and the 
quality of the staff employed by Heathrow (though in the 
latter case there were relatively few respondents who 
offered a strong assessment either positively or 
negatively). 

A small but positive proportion of respondents thought 
that the reasons for Heathrow’s shortcomings were the 
fact that it was not well run (net positive of 5%); too old 
and poorly designed (net positive of 8%); lack of 
government intervention (net positive of 3%); lobby groups 
preventing the airport from increasing capacity (net 
positive of 7%); planning regulations preventing the airport 
from increasing capacity (net positive of 8%); and the fact 
that regulation does not sufficiently reflect different 
patterns of usage (net positive of 1%). 
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There were two factors that were considered not to be a 
reason for the shortcomings at Heathrow. Respondents 
disagreed strongly with the statement that investment 
varies too substantially from terminal to terminal (net 
negative of 5%) and also with the suggestions that London 
Heathrow’s revenues are insufficient to pay for the 
necessary investment.

It is interesting to note that survey respondents appear to 
have made the distinction between the need to charge 
(potentially) higher prices to reflect demand and the fact 
that this should not result in increased revenues for the 
airport operator. This information is presented in Figure 32.

Figure 32: Perception of the reasons for various 
shortcomings at Heathrow

 

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

3.1.3 Willingness to pay
The final issue of interest in the survey was the degree to 
which passengers might be prepared to pay more for 
using services at Heathrow. Assessment of willingness to 
pay is exceptionally difficult to measure and the 
information presented here is for indication purposes only.
 
Specifically we asked survey participants to give an 
estimation of the amount that they would be prepared to 
pay for a ‘significant overall improvement’ in services. We 
also asked survey participants what they might be 
prepared to pay for a significant improvement in the 
following service categories (accessibility, range and reach 
of flight services, waiting times, terminal quality, 
information and way finding and leisure/business 
activities). 

As might be expected, the survey results show an 
increasing relationship between the perceived importance 
of the category for making Heathrow world class and 
willingness to pay.

Figure 33 overleaf shows that, those survey participants, 
who consider waiting times and accessibility as being very 
important for delivering a world class Heathrow, are 
prepared on average to pay an additional £8.20 and £6.96 
per ticket respectively. 

Although survey participants also indicate that they are 
prepared to pay for an improvement in the range and 
reach of flight services (£5.97 per ticket for those indicating 
it is a very important criterion), the key driver in terms of 
willingness to pay is the gap between the current 
assessment of importance and service levels – though the 
survey did not ask for respondents’ assessment of service 
levels at an aggregate level so it is not possible to present 
this specific item of information.
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Figure 33: Willingness to pay by relative importance 
of service categories – all passengers

 

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months

Finally in this section, we consider the willingness to pay of 
passengers depending on the type of ticket they 
purchase. We find that there are substantial differences in 
the willingness to pay for significant improvements in 
services depending on type of air travel. For those 
categories of service that were assessed as being 
important (accessibility, range and reach of flight services 
and waiting times), the business people who participated 
in the survey and flew non-economy were prepared to pay 
more than twice the amount that the survey participants 
flying economy were prepared to pay. For those service 
categories assessed as being less important, survey 
participants flying non-economy were still prepared to pay 
more than survey participants flying economy class but 
substantially less in relative terms. 

Figure 34: Average willingness to pay by service 
category by type of passenger

 

Source: London Economics’ analysis of survey of 850 business passengers 

travelling through Heathrow in the last 12 months
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3.2  Stakeholder consultation exercise
To complement the data collection from passengers who 
have travelled through Heathrow in the last 12 months on 
business, we undertook a series of stakeholder 
consultations. 

From information provided by London First, we contacted 
a number of organisations that have either a direct or 
indirect interest in the services provided by Heathrow. The 
stakeholders included major private sector organisations 
(primarily) based in London and the South East spanning 
a range of business areas including financial services, 
accountancy and audit, management consultancy and 
advisory related services, engineering, transport (airlines, 
airports and surface transport activities), energy, land 
management and development, and the legal profession.

We also consulted with policy officials from central and 
regional government, as well as specific public sector 
organisations (including the airport regulator) with a 
particular interest in the general economic development 
(and specific inward investment activities) of London and 
specific communities within London. 

In total, we undertook 37 consultations using a number of 
semi structured interview tools between 21st February and 
24th April.

3.2.1 What are the major shortcomings 
of Heathrow?

Accessibility
Key findings:
•  Accessibility to and from Heathrow is generally 

considered adequate (but no better)
•  Lack of predictability of access resulted in a rise in time 

to complete a journey (point to point) 
•  Accessibility to and from Heathrow is starting to impact 

on the London brand

Discussion
The majority of respondents indicated that accessibility to 
and from London Heathrow was not a significant 
shortcoming of the airport, though this in part depended 
on the time of travel and the transport mode. It was 
acknowledged that alternative public transport options 
were available and adequate – though by no means 
outstanding.

Many respondents based in central London indicated that 
the difficulty associated with getting to Heathrow related to 
getting to and from surface rail transport links (at 
Paddington), and that although the Heathrow Express has 
been in operation for a number of years, it was long 
overdue.

However, one point that was constantly reiterated was the 
uncertainty associated with the time taken to get from 
central London to Heathrow (and elsewhere). 

It is interesting to note that the information relating to 
arrival and departure delays in the previous Section shows 
that although aircraft delays have not particularly worsened 
over time (in terms of average minutes of delay), there was 
concern that the total time required from point of departure 
(e.g. office) to aircraft departure had increased significantly 
in recent years and these accessibility problems had 
resulted in a substantial increase in low productivity time 
for businesses. 

In many respects, respondents felt that if any plausible 
alternative to travelling through Heathrow existed, then 
their organisations would actively consider making use of 
alternative airports (or alternative modes of transport). 
Specifically, in the case of short-haul flights, a number of 
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respondents indicated that they would travel significantly 
greater distances to alternative airports to avoid Heathrow. 

Some respondents highlighted the differences in the 
perception of Heathrow between those organisations 
operating in London and the South East and those 
organisations representing a constituency of organisations 
not based in London but making use of Heathrow to 
access London and the rest of the United Kingdom and 
the European Union more generally. Specifically, although 
many individuals based in London expressed qualified 
acceptance of current surface transport accessibility 
arrangements, stakeholders representing overseas 
organisations indicated that their perception of London 
Heathrow is slipping. 

One organisation indicated that a potential foreign investor 
had decided not to invest in London due to the falling 
standard of services provided at Heathrow. A second 
respondent indicated that, whereas Heathrow was a major 
selling point to overseas investors in the past, this is no 
longer exclusively the case and a greater emphasis is 
placed on the services provided by all London airports. 
Finally, a third stakeholder indicated that some meetings 
with clients were taking place outside of London (and 
specifically in and around airports in continental Europe) 
given the poor service levels associated with Heathrow.

Range and reach of services
Key findings:
•  Range and reach of international services are 

considered key selling point of Heathrow
•  Transfer traffic is considered a necessary condition to 

maintain the range and reach of services
•  Currently, the lack of plausible alternatives to Heathrow 

is affecting quality of services provided

Discussion
Although it was accepted that the range and reach of 
services from Heathrow was generally very good – and for 
many destinations there was no alternative to using 
Heathrow – a number of respondents mentioned the 
apparent decline in the number and frequency of flights 
serving domestic airports. This is confirmed by centrally 
held data from BAA that indicate that there are 
approximately 1.4 million fewer domestic passengers 
terminating in Heathrow (4.536 million in 2000 compared 
to 3.142 million in 2006) and a stagnation in the number of 
passengers making domestic connections (2.85 million in 
both 2000 and 2006). This has coincided with a total 
increase in passenger numbers using Heathrow from 63.7 
million in 2000 to 67.1 million in 2006 (equivalent to a 5.3% 
increase).

There was a belief (though not universal) that the current 
range and reach of services existed only as a result of the 
volume of transfer passengers and that in the absence of 
these passengers, it would be highly unlikely that London 
Heathrow would be able to serve as many destinations as 
it currently does. In addition to this, although a number of 
individuals questioned the economic impact that transfer 
passengers have on the London economy, there were few 
who considered the redistribution of transfer passengers 
across all London airports as economically viable.  Such 
redistribution was viewed as resulting potentially in the 
loss of significant economies of scale for the airlines using 
Heathrow as a hub (resulting in higher prices for 
consumers). 

It was also stated that discouraging airlines from 
facilitating transfer passengers through Heathrow might 
impose significant costs on those passengers who might 
have to transfer across London to make onward 
connections. In the case of pan-London transfers, it was 
believed that the accessibility issues described in the 
previous section would be amplified to a significant extent. 
However, mitigating this, there were a number of 
stakeholders who questioned the direct economic benefit 
of transfer passengers to the London economy specifically 
and the UK economy more generally.
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Waiting times
Key findings:
•  Waiting times are considered the key shortcoming at 

Heathrow
•  There is some sympathy for BAA as many determinants 

of these delays outside their control
•  Focus of BAA on retail space rather than efficient 

operation of core services is widely criticised 

Discussion
Unsurprisingly, waiting times were highlighted by 
stakeholders as the most acute shortcoming of London 
Heathrow. Almost all respondents mentioned waiting times 
generally as the greatest cause of concern. The vast 
majority of business organisations expressed the view that 
the primary concern of the typical business traveller is to 
get to the airport, get through the airport, onto a plane and 
off the ground as quickly as possible. 

In other words, sight should not be lost of the fundamental 
rationale behind the operation of an airport – getting 
people from their point of departure to point of arrival as 
quickly and cost effectively as possible. The existence of 
queues and delays, and the substantial amount of 
productive time lost as a result, as well as the lack of 
predictability associated with those delays was considered 
to be the most acute and damaging shortcoming 
experienced by users of Heathrow. 

Mirroring the findings in the survey of business 
passengers, the majority of respondents mentioned the 
waiting time associated with being processed through 
security as being one of the most frustrating. Although 
there was general agreement on the need for appropriate 
security levels, and that the security requirements were 
imposed upon BAA, there was also a general belief that 
BAA did not have enough staff on the ground to ensure 
the efficient throughput of passengers.

A number of respondents also expressed concerns in 
relation to the delays associated with arriving at Heathrow 
(at a number of levels). In particular, there was significant 
concern in relation to the time spent circling London while 
waiting for a landing slot, both in terms of the time cost to 
passengers and the environmental costs in the form of 
noise and atmospheric pollution. In addition to this, there 
were a number of respondents who were particularly 

disturbed by the time taken to get from the runway to the 
pier and the subsequent delays in baggage delivery. 

These specific delays were considered disproportionately 
long with respect to short-haul flights or particularly 
frustrating with respect to passengers who have just 
completed long-haul flights.

The next most often reported complaint in relation to 
waiting times concerned queues through immigration. It 
was felt that the length of delay was unpredictable and 
despite continuously high volume at certain times of the 
day or week there appeared to be little attempt to post 
additional immigration staff at these peak periods. A 
number of respondents indicated that to increase the 
efficiency through immigration, significantly greater use of, 
or information relating to, the availability of the latest 
technologies should be considered (retina scanning for 
instance). 

In addition to the issues relating to the number of 
immigration staff, significant concern was expressed in 
relation to the attitude of immigration staff and the 
perception that visitors to London might take away with 
them. One specific respondent expressed the view that the 
primary airport (of any city) is a physical and mental 
embodiment of the culture and beliefs of that city. Although 
this view was expressed primarily in relation to the design 
of London Heathrow, it is clear that the treatment of 
passengers as they enter or return to the country can be 
considered in a similar light and is also of critical 
importance to the UK more generally.

In general terms, respondents mentioned the sheer 
volume of passengers using Heathrow as being one of the 
primary drivers for the extent and unpredictability of 
waiting times. Some respondents acknowledged that the 
quantity of passengers using Heathrow’s facilities had the 
impact of increasing the time spent at the airport though 
some of this time was in a sense ‘discretionary’, as 
because of accessibility issues, passengers felt compelled 
to turn up at the airport three hours in advance to be sure 
of arriving in time for their flight. 

Even though a small part of this time spent at the airport 
might be specifically associated with delays in the 
throughput of passengers through check-in and security, 
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the general uncertainty associated with using Heathrow 
resulted in a significant loss of productive time for 
passengers.  

Terminal quality and appearance
Key findings:
• Terminal is not offering a good image for London
• Terminal is permanently under construction
• Terminal is overcrowded and generally low standard

Discussion
As mentioned in the previous section a number of 
respondents indicated that the terminal quality and design 
of London Heathrow should act as an embodiment of the 
culture and beliefs of the city that it serves. In particular, as 
Heathrow was repeatedly referred to as the gateway to 
London (and the UK) and in many cases either the first, 
last or only view of London, it needs to ‘make a statement’ 
and that for this reason (alone) sufficient resources should 
be made available to ensure the quality of the terminal 
buildings and the experience of those using its facilities. 

Without exception, respondents indicated that the current 
terminal quality and design was sadly lacking.  Although 
having run into initial teething problems, Terminal 5 was 
seen as a significant step in the right direction. However, 
the perceived poor quality of the other terminals, which 
some respondents likened to building sites, resulted in 
significant (unquantifiable) damage to the image of 
London and the UK brand. One respondent summarised 
this by saying that London Heathrow was characterised by 
21st Century demand (for services) and a mixture of 
supply from the 60s, 70s, 80s and 90s.

A number of respondents made reference to specific 
factors associated with terminal quality and design. In 
addition to the general point that the terminal appeared to 
be permanently under construction, the primary points of 
grievance related to the general crowding of the terminals 
(and associated lack of seating), the distances involved in 
getting to the departure gates and the cleanliness of the 
washroom facilities.

Leisure/Business facilities
Key findings:
•  Respondents indicated that there was too much 

retail-dedicated space
•  Additional business facilities are viewed as preferable 

(even on a pay-to-use basis)

Discussion
In this section, we consider the views of stakeholders in 
respect to leisure and business facilities. Almost without 
exception, respondents (and especially those representing 
business stakeholders) indicated that there was too much 
space devoted to retail activities to the detriment of core 
activities directly related to the operation of an airport. 
Most business passengers were not particularly 
concerned about the number of business-specific facilities 
(though one respondent indicated the general noise levels 
at Heathrow resulting from the volume of people made it 
impossible to function productively anywhere except 
business lounges).

However, it was felt that, depending on the time of day and 
week, it was near impossible to get a seat between 
passing through security and departure. This was explicitly 
blamed on the amount of retail-dedicated space (and the 
fact that it appeared to be generally empty). 

A second point that was made by some respondents was 
that the terminal services associated with a business-class 
ticket could not be considered as anything else than 
economy-class standard. This did in part depend on the 
terminal at Heathrow.  However one individual indicated 
that, even though his organisation had a policy of travelling 
economy class for business purposes, he upgraded (out 
of his own pocket) to business class because economy 
class services were so poor. There was a suggestion that 
a significant number of business passengers who travelled 
economy class (in our business passengers’ survey only 
15% travelled Business Class) would be prepared to pay 
for better terminal services (business class or business 
priority lounges) but would not be willing to pay for a 
business-class ticket7. 

7 This statement refers only to services available at the terminal and not 

on-flight services.  
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3.2.2 Who is responsible for the 
shortcomings of Heathrow? 
Although respondents mentioned a wide number of 
shortcomings associated with Heathrow, respondents did 
not automatically blame BAA for all the failings of 
Heathrow and re-iterated the need for government 
intervention in both the short and longer term where more 
strategic approaches to (air and surface) transport policy 
should be adopted.

There was a belief that policy-makers operated only to 
satisfy the political business cycle and that many of the 
failures currently present at Heathrow were a result of a 
lack of previous investment in the transport infrastructure 
or are associated with the initial privatisation of the airports 
(and a lack of sufficient clarity about the role and 
responsibilities of the regulator).

Respondents also acknowledged that BAA operated in a 
highly challenging environment with many of the drivers of 
poor standards currently perceived at Heathrow caused by 
external events or parties outside BAA’s direct sphere of 
influence.

Most notably, respondents openly acknowledged that 
increased security measures do have a significant impact 
on the services offered by BAA but are to some extent 
outside their control, though many respondents indicated 
that BAA could have managed the increased security 
measures more efficiently. 

Other respondents mentioned the fact that Heathrow is 
situated in a highly congested part of a heavily populated 
region, and in addition to this, the air space is equally 
congested and under the control of air traffic 
organisations. It was acknowledged that BAA has no real 
control over these key drivers. 

Individuals reiterated the massive expansion of air travel as 
being one of the key drivers of the shortcomings of 
Heathrow, which was not designed with any expectation 
that demand would increase so significantly over time.

3.2.3 Competition issues
A large number of respondents indicated that the 
ownership structure of the London airports caused a 
distinct lack of competitive behaviour and resulted in 
significant consumer detriment. Although it was 
appreciated that BAA was a profit-maximising organisation 
and had the interests of its shareholders to maintain, there 
was a feeling that BAA’s joint ownership of Heathrow, 
Gatwick and Stansted acted against the public interest. 

Specifically, respondents indicated that, at the moment, 
there was simply no plausible alternative to Heathrow in 
terms of the range and reach of the destinations served. 
As such BAA operated in an environment where little 
emphasis needed to be placed on service quality, and 
unlike many other private sector organisations, there were 
few negative consequences associated with the provision 
of sub-standard services. Although such an approach was 
considered economically rational, there was little support 
for the current perceived business model operated by 
BAA.

Most respondents expressing an opinion suggested that a 
new ownership structure would need to be in place to 
provide the appropriate incentives to BAA to change its 
current business model and provide a better quality 
service for its passengers. Most respondents believed that 
this would either result from the Competition 
Commission’s findings due to be published in December 
2008 or BAA’s possible sale of one of its London airports 
given its current debt obligations.

A second competition issue that was mentioned by 
stakeholders related to the current dominant position of 
British Airways at Heathrow in terms of takeoff and landing 
slot allocation. Although the vast majority of respondents 
wanted British Airways to be commercially successful, it 
was believed that the current lack of transparency in 
relation to slot allocation and trading offered few benefits 
to consumers. A number of organisations have suggested 
that there should be a market-based approach to slot 
allocation.
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3.2.4 Surface transport
There was a strong belief that to manage the ever 
increasing demand for air travel, ambitious alternatives 
needed to be considered, both to provide more non-air 
transport options to consumers, but also to ensure that the 
London airports offer proper connectivity to central 
London, other London airports and major national train 
routes. The majority of respondents believed that the 
government needed to be involved in this policy 
development (both in the short and long run).

Respondents indicated that the lack of strategic planning 
in the past was partly to blame for the current environment 
in which Heathrow operated. This lack of planning was 
most clearly highlighted in terms of the lack of surface 
transport options as an alternative to air travel. Linking in to 
views in relation to a possible third runway (which we 
discuss later), a number of respondents indicated that 
they would be more than happy to use alternative means 
of transport rather than fly if it were the case that these 
substitutes were time efficient. The majority of respondents 
indicated that they would be happy to use rail travel to get 
to domestic (and some international) destinations but the 
lack of investment in the rail infrastructure has provided 
little alternative to business travellers.

Respondents noted that the lack of rail connectivity was 
particularly acute at Heathrow, where many indicated 
(irrespective of whether they were in favour or against a 
third runway) that there should be a world class transport 
hub linking Heathrow to the other international airports, but 
also to the main West coast and East cost rail lines. 

Many considered that the issue of transfer traffic and the 
lack of domestic connectivity might be mitigated in the 
presence of sufficient surface transport options. It was 
clear that these options would be massively expensive to 
introduce, but it was believed that the current approach to 
capital investment at Heathrow was piecemeal and lacked 
long-term strategic direction.

In the context of promoting the use of alternative airports in 
London or the use of alternative modes of transport, we 
asked respondents whether there should be more price 
flexibility provided within the regulatory environment facing 
BAA or whether the passenger charges should be higher. 
Some respondents indicated that, in some respects, 
raising the price of air travel would be a crude means of 
managing the quantity of air travel demanded, though 
substantially less crude than the imposition of quotas, and 
indicated that the movement towards restructuring the 
current Airport Passenger Duty (APD) to a per plane rather 
than a per person charge would have positive effects in 
terms of loading factors. 

However, although the likely impact of raising prices would 
be to cause individuals to use alternative means of 
transport (the desirable outcome), it was also accepted 
that these alternative means of transport would be unable 
currently to cope with any significant increased demand in 
usage.
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3.2.5 The possible expansion of 
Heathrow
As part of the consultation exercise, we asked 
respondents representing the business community 
whether Heathrow is the right airport in the right place and 
whether it should continue to be expanded or should 
Heathrow be allowed to continue as it is, with 
consideration of expansion elsewhere.

Almost every conceivable response was given to the 
question; however, it was possible to categorise the 
responses as follows:
•  In the short to medium term, Heathrow should be 

expanded and the other existing airports in the London 
region should be expanded to cope with increased 
demand for air travel. In the long run, the possibility of 
developing a brand new airport facility should be 
reviewed and the Thames Gateway should be actively 
considered.

•  Heathrow should be expanded provided environmental 
factors are suitably addressed – but limited to one 
additional terminal and runway.

•  Heathrow should not be expanded and alternative 
measures should be taken to free capacity at Heathrow, 
including 
o  Redistribution of air traffic movements to other 
existing London airports
o  Increasing the relative price of air transport from 
Heathrow 
o  Increasing the degree of competition between 
London airports
o Improving alternative surface transport options
o  Developing Heathrow as a business priority airport

•  Heathrow should not be expanded and an entirely new 
airport facility should be developed in the Thames 
Gateway 

Overall, the views of stakeholders were equally distributed 
between the four options presented above. Those that 
were in favour of the first and second options (the 
expansion of Heathrow) indicated that this, in many 
respects, was the only feasible option. It was 
acknowledged that in theory the development of a new 
airport facility might be preferable to the expansion of 
Heathrow; however, such a solution would be impossible 
without significant investment.

In addition, supporters of the expansion of Heathrow 
mentioned that the current issues relating to accessibility 

at Heathrow would be magnified if a new airport were 
created in the Thames Gateway without appropriate 
investment. Many individuals also indicated that the 
problems that face passengers (specifically delays) at the 
moment might simply be moved to the east of London 
from the west of the city. This rested on the belief that the 
degree of demand for air travel would still be expected to 
increase year-on-year and air space above the south east 
of England would not in any way become less congested 
than is currently the case.

At the other end of the spectrum, there was a widely held 
belief that Heathrow was already at breaking point. This 
group of stakeholders highlighted the operational 
problems of Terminal 5. It was thought that an additional 
runway and terminal building would simply make matters 
worse. The respondents advocated a brand new airport 
facility in the Thames Gateway region, either with or 
without the expansion of Heathrow. They acknowledged 
the capital costs associated with such an initiative but 
believed that this was the only possible solution to a 
problem that had been growing for the last 20 years. 
These respondents also suggested that, if it were the case 
that London should be considered a world class city, the 
only viable option for a world class airport would be to start 
again rather than undertaking additional piecemeal 
investment as was considered to be the case with 
Heathrow.  

The final general opinion was that Heathrow should not be 
expanded and that whatever measures necessary should 
be taken to make the best of the existing infrastructure 
available. Individuals expressed concern in relation to the 
environmental impact associated with the expansion of 
Heathrow and did not accept that basic environmental 
concerns could be addressed through improved 
technology. These respondents suggested that the relative 
price of flying through Heathrow should be adjusted to 
reflect the scarcity of resources associated with Heathrow. 
The alternatives suggested included raising the price of all 
air travel and the provision of appropriate incentives to 
travel through alternative airports in the London region. 

Respondents thought that some of the ways in which this 
might best be achieved related to the introduction of truer 
competition between London airports or allowing price 
flexibility to owners of Heathrow to encourage the provision 
of business-orientated facilities. 
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The main problems that our benchmarking analysis, 
survey of business passengers and stakeholder 
consultation exercise identified are the following:
•  The number of air traffic movements (ATMs) at 

Heathrow is excessively high relative to capacity. 
Heathrow is operating at about 99% of its ATM capacity. 
As a result Heathrow has little resilience to deal with 
events that cause delay resulting in even minor 
problems cascading into delays and flight cancellations 
throughout the day.

•  The airport is too crowded with the effect that there are 
significant delays in relation to the processes of 
passing through check-in, security, immigration and 
baggage collection. The current incentives facing the 
operators of London Heathrow contribute to this 
tendency to crowd the airport to the maximum extent 
possible.

•  The quality of the terminal space is poor (with the 
exception of T5)

Regulatory environment
As illustrated in Section 2 of this report, the number of 
passengers passing through London Heathrow and the 
number of flights operating from there have grown to a 
level that has contributed to significant deterioration of the 
level of service the airport provides to its users. 

The current form of the price cap regulation has no doubt 
been a significant contributing factor to the current state of 
affairs. By keeping prices relatively low, London Heathrow 
has continued to attract passengers and airlines beyond 
serviceable levels. In addition to this, the operation of a 
price cap regime has left the owners of London Heathrow 
with the option of increasing passenger numbers and/or 
decreasing operational costs as the main alternatives to 
increase profits. 

Given current demand conditions and the level of the price 
cap, the owners of London Heathrow do not have an 
incentive to offer high (or differentiated) levels of quality of 
service in order to attract passengers and airlines because 
it already faces excess demand. 

In order to improve the quality of service provided to 
passengers making use of the services offered, London 
Heathrow is likely to require a combination of both capital 
and operational expenditures. It is already the case that 
capital expenditure has been agreed for the improvement 
and expansion of passenger terminal areas; however, the 

current regulatory framework does not discourage 
unnecessary capital expenditure and indeed, as we 
discuss in the following sections, the current regulatory 
environment may be considered generous in relation to 
allowing expansions to the regulated asset base.

In relation to operational expenditure, however, the 
regulatory framework is considerably less accommodating. 
Specifically, given the current regulatory regime and the 
existence of a price cap mechanism, savings on 
operational expenditure are the main avenue for London 
Heathrow to outperform against expectations during the 
five-year period between price reviews and enhance 
profitability. 

How could LHR be incentivised to offer 
higher quality of service to passengers?
Given the increasing concern in relation to the service 
standards provided at Heathrow, as part of the regulatory 
regime facing the owners of London Heathrow, some 
quality of service targets have been implemented (since 
2003) by the Civil Aviation Authority. However, there is no 
evidence that the service levels provided to passengers 
has improved and, if anything, service levels have 
deteriorated.

In the near term, there appears to be little chance to 
improve passenger experience at London Heathrow 
unless the numbers of flights and passengers are 
reduced. London Heathrow was not designed for and 
cannot provide a high quality service to the current number 
of passengers (almost 68 million per annum) and flights 
(approximately 480,000 per annum). The situation has 
been exacerbated by inadequacies in the administratively 
determined regulatory pricing mechanisms and excessive 
growth of ATMs. 

Transfer passengers
One particularly inadequate pricing element appears to be 
the price that airlines pay for transfer passengers. 
Remarkably, the increase in passenger numbers through 
London Heathrow in the last decade has been 
disproportionately due to an increase in transfer traffic (the 
overwhelming majority of it being international transfers). 
The costs that this transfer traffic imposes on all other 
passengers using London Heathrow are all too apparent 
while the benefits, as our benchmarking analysis has 
indicated, appear to be small – particularly if one 
considered a moderate decrease from current levels. 

4
What are the reasons for 

Heathrow’s underperformance?
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Reducing air traffic movements
The most immediate way of achieving an improvement for 
London Heathrow passengers thus appears to be the 
imposition of a reduction on ATMs and passengers, while 
providing airlines with the right incentives to reduce 
transfer passengers rather than passengers originating 
and terminating in the London area. 

Mixed mode at the current 
number of ATMs
An alternative to reducing the current number of ATMs is to 
introduce mixed mode operation of the two Heathrow 
runways while capping the number of ATMs at the current 
level. This would be feasible in the near term and would 
have a number of advantages relative to the current 
situation. However, the introduction of mixed mode 
operations is likely to be unpalatable for the communities 
living around London Heathrow (even if the number of 
ATMs is capped at current levels given the history of filling 
any and all spare capacity at Heathrow). As such, the 
option of introducing mixed mode is likely to be politically 
sensitive.

There are a number of advantages associated with the 
introduction of mixed mode operation at London 
Heathrow. Introducing mixed mode could reduce the 
emissions from planes as they wait to land. It has been 
indicated that reducing such queuing would cut emissions 
from BA aircraft alone by 76,000 tonnes of CO2 annually8. 
Given the fact that estimates of the cost of a tonne of CO2 
are estimated to be approximately £209, if mixed mode 
reduces CO2 emissions by 76,000 tons per annum for BA 
alone, and this airline currently possesses approximately 
40% of slots at Heathrow, then the total reduction in CO2 
might be expected to be in the region of 190,000 tonnes 
per annum – which has an economic value of £3.8 million 
per annum. 

The recent Department for Transport Impact Assessment10  
shows that Option 2 (mixed mode within the 480,000 ATM 

cap from 2010) would bring improved operational 
robustness and increased resilience to the airport, 
enabling it to respond better to adverse weather or other 
unforeseen events before a third runway could be built. In 
addition, the operation of mixed mode within the current 
cap might be expected to deliver benefits in terms of 
reduced delays11, resulting in time savings to air 
passengers and lower operating costs to airlines. It has 
been estimated that these could be worth around £1.5bn 
in present value terms to airlines and passengers.

The same study estimates that the infrastructure costs of 
introducing mixed mode are made up primarily of costs for 
new taxiways and aprons to facilitate mixed mode 
operations. These one-off costs are estimated at around 
£0.6bn – £0.7bn. The costs from additional noise 
generated by mixed mode operations have not yet been 
fully quantified and therefore do not form part of the net 
benefits calculation. However, since the number of ATMs 
would not be increased, the overall noise levels should not 
increase but will only be spread differently throughout the 
day. However, this is considered to be one of the main 
disadvantages for residents given the fact that, under 
mixed mode operation, there would be no extended 
periods during the day during which their homes would be 
free from aircraft noise pollution.

8 Willie Walsh, BA chief executive
9 Hansard (2005) http://www.publications.parliament.uk/pa/ld200506/

ldselect/ldeucom/107/5101708.htm
10 http://www.dft.gov.uk/162259/165220/302152/completecondoc.pdf  page 

92
11 NATS’ analysis for mixed mode operation within existing capacity of 

480,000 ATMs per annum is not available. 
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4.1 Economic regulation

4.1.1 Regulatory framework
The Civil Aviation Authority (CAA) regulates, by means of 
quinquennial reviews, the maximum level of airport 
charges at three London airports owned by BAA: 
Heathrow, Gatwick and Stansted (the ‘designated 
airports’).

There are significant differences in the legal framework 
under which the CAA regulates the three London airports 
compared to that of the regulation of other utilities. The 
CAA’s statutory duties are to set price controls in a manner 
which best:
•  furthers reasonable interests of users of airports within 

the UK;
•  promotes the efficient, economic and profitable 

operation of such airports;
•  encourages investment in new facilities in time to satisfy 

anticipated demands by the users of such airports; and
•  imposes the minimum of restrictions consistent with the 

performance by the CAA of its functions.

Significantly, there is no requirement for an annual review 
by the regulator of capital expenditure, operating 
expenditure, or service provision, nor is the CAA’s consent 
required for matters such as asset disposals. In effect, 
there is limited ability for the CAA to act within in each 
quinquennium. 

There is a requirement on the CAA to refer the designated 
airports to the Competition Commission (CC) for review in 
advance of the setting of the five-year price controls; 
however, the CC’s recommendations are not binding and 
the CAA has occasionally departed from them. 

There is a provision for the CC to investigate, as part of the 
quinquennial review, whether there has been a course of 
action in the prior five-year period that has operated 
against the public interest. It was under this provision that 
the CC recommended the introduction of service quality 
regulation. Clearly, this regulatory framework can give rise 
to a very protracted period between initiation of harming 
actions and remedial regulatory intervention.

4.1.2 Main features of CAA’s regulation 
of London Heathrow
Regulation of airport charges at the three BAA-owned 
London airports is by means of an RPI-X (or +X) 
approach, setting a five-year cap on the price path. BAA 
keeps the savings if it outperforms against the price cap, 
for example, by delivering the required service at lower 
cost than forecast at the time of price determination. 
The price cap is set so as to provide a reasonable rate of 
return on the regulated asset base (RAB).  This is 
presented in Figure 35.

Figure 35: CAA determination of regulated asset base

 

R = O + D + T + B
where 
R  = Total revenue requirement
O  = Total operating expenses
D  = Annual depreciation charges
T  = Income taxes
k  = Allowed rate of return
B  = Rate base
Price = Revenue requirements/Quantity demanded = 
(R/Q)

Source: Civil Aviation Authority
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4.1.3 Incentives under current 
regulatory regime
In general, price caps are determined in relation to an 
upper limit on the rate of return permissible on the capital 
invested by the operator (the regulated asset base). This 
may encourage regulated bodies to over-invest in order to 
expand the base on which profit can be earned. 

Under the current price cap regime, BAA has the incentive, 
at each regulatory review, to make the projected capital 
expenditure and operating expenditure as large as 
possible and to understate the scope for efficiency 
savings, traffic growth and growth of other revenues. This 
maximises the likelihood of subsequently outperforming 
and keeping the difference between predicted and 
realised net costs. 

In order to encourage efficiency gains, the price control 
formula typically applied to regulated utilities takes the 
form of ‘RPI minus X’: regulated undertakings are allowed 
to increase their prices only by the increase in the Retail 
Prices Index less a particular percentage as fixed by the 
relevant regulator. Over a period of time, this formula leads 
to a reduction in prices in real terms, thereby benefiting the 
consumer and forcing the privatised industries to increase 
efficiency in order to continue to profit. 

The ‘RPI minus X’ formula encourages firms to become 
more efficient since, if they can cut their costs, they will 
achieve a greater level of profit. When deciding the value 
of X, the industry regulator is asked, in effect, to determine 
the extent to which added efficiency is possible within the 
industry in question.

In the case of London Heathrow, this formula has always 
taken the form of ‘RPI plus X’ and the X has been used as 
a way to increase prices to finance investments rather than 
a way to reduce unit prices and increase efficiency as is 
done in other regulated sectors. This fact is in itself 
remarkable: Heathrow has made substantial increases to 
the regulated asset base per passenger12 (see Figure 36) 
while perception of service quality has noticeably 
deteriorated.

Figure 36: Actual and projected regulated asset base

 

Source: Civil Aviation Authority

The current regulatory environment has encouraged BAA 
to maximise passenger numbers by providing for charges 
linked to passenger numbers and the operation of the 
‘single till’ policy. The ‘single till’ policy allows profits from 
retailing activities to subsidise airside operations but has 
two important negative effects, both of which were 
mentioned repeatedly during the stakeholder consultation 
exercise. Specifically, BAA has an incentive to increase the 
number of passengers in its terminals and devote more of 
the existing terminal space to retail activities.

The ‘single till’ approach has resulted in an airport with 
highly constrained capacity such as London Heathrow 
having comparatively very low charges. Instead of 
rationing off demand from Heathrow to other less 
congested airports, the single till produces the opposite 
incentive.

Under price cap regulation BAA’s revenues increase 
proportionally with passenger numbers. This gives BAA an 
incentive to attract as many passengers to London 
Heathrow as possible because once the price cap is set 
its revenues increase linearly as passenger numbers 
increase. 

12 Heathrow’s capital base stands at £128 per passenger, rising to £154 by 

2013 (an increase of 21%). At Gatwick it stands at £42 per passenger, 

rising to £54 (a 26% increase). 
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Quality of service incentives
However, BAA now faces penalties for failing to meet 
targets in relation to a number of quality parameters 
including waiting times. This reduces the incentive to 
over-crowd the airport as higher passenger numbers are 
likely to increase the frequency and extent of unmet quality 
of service targets and thus directly hurt revenues.

There are four dimensions to CAA’s review of service 
quality regulation:
•  Broader scope of service quality incentives (e.g. 

transfer passenger security processing)
•  Raising service quality standards (e.g. security queue 

no more than 5 minutes 95% of time)
• Strengthening financial incentives – increasing rebates
•  Incentives for improving passenger service – bonuses 

for above-target service

In Figure 37, we provide some additional information in 
relation to the extent of the rebates and bonuses available 
associated with quality of service provision at London 
Heathrow and Gatwick.

Figure 37: CAA regulation of service quality

 

Source: Civil Aviation Authority 

4.1.4 Operating and capital 
expenditure
Price caps set on the basis of allowing a given return on a 
regulated asset base (RAB) guarantee the airport operator 
equal returns on all its investments regardless of how 
necessary or valuable to users they are. The greater its 
investment, the greater its overall returns. As such, there 
are no strong incentives for efficient and effective 
investment or for investment that reflects and responds to 
customer preferences13.

The result of the regulatory environment in relation to 
capital expenditure is that the owners of London Heathrow 
may have an incentive for ‘gold plating’ of investments as 
it benefits from over-elaborate projects to increase the 
RAB. In addition to this, there may be an incentive to 
undertake investment where it is easiest to achieve but not 
necessarily where it most meets the needs of customers 
for the timely, efficient and cost-effective investment in 
airport features that are valued by its customers.

However, there is also a trade off between capital and 
operating expenditure. Operational expenditure does not 
add to the regulatory asset base while capital expenditure 
does. Given the fact that there is an agreed rate of return 
on the regulated asset base over the entire period of the 
price review, the operator has a greater incentive to 
undertake capital expenditure than operational 
expenditure. In addition, given the price cap, the airport 
operator has a strong incentive to save on operational 
expenditure.

The skewed incentives in relation to operational 
expenditure and capital expenditure may contribute to the 
faster deterioration of the existing asset base and 
incentivise the airport operator to claim that further capital 
expenditure is necessary. For example, under the current 
regulatory regime, the airport operator has an incentive to 
make no operating expenditures to maintain a terminal so 
as to conclude after a few years that the only solution is to 
build a new one.

13 It is not the case that the proposed capital expenditure undertaken by 

BAA is automatically accepted. As part of the regulatory process, 

expenditure plans are reviewed by the CAA. Despite this, there may be an 

issue of asymmetric information as the regulator may be less well 

informed about the truly required level of capital expenditure. This is an 

issue faced by all regulators operating such a price regulation but may be 

more pronounced at the CAA.     

 Maximum service % of airport Maximum payments in 2008 (2007/08 prices)
 quality: charges Heathrow Gatwick

 rebates 7% £63m £17m

 bonuses 2.25% £20m £5m
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The airport operator needs to be rewarded for keeping its 
terminals and facilities appealing and in good working 
order. The current situation is that there is no reward for 
this. Given the price cap and the capacity constraints, the 
operator does not gain from making the passenger 
experience more pleasant because it is neither able to 
charge higher prices nor attract higher passenger 
numbers. 

Since passenger numbers cannot be increased in the 
foreseeable future, the only remaining option is to provide 
the operator incentives through differentiated prices but, 
as previously mentioned, the current price cap does not 
provide the regulatory environment where this is possible. 
The most straightforward way of inducing the operator to 
deliver higher levels of quality to passenger groups may 
be to let the operator charge different prices for different 
levels of service but with some cap on weighted price 
levels or on total revenues.

4.2 Non-economic regulation

4.2.1 Capacity constraints
Capacity constraints are one of the biggest issues 
affecting service provision at Heathrow. Capacity 
constraints can arise from combinations of the following:
•  Runway capacity (maximum number of takeoffs and 

landings per hour that can be performed safely); 
•  Terminal capacity (number of passengers that can 

move about the terminal at an acceptable pace in a 
given time unit);

•  Apron capacity (maximum number of aircraft per area 
that can be served per time unit)

•  Air traffic control (ATC) capacity (maximum number of 
aircraft approaching or departing the airport airspace in 
a given time frame) 

•  Gates (number of gates available in a time frame)

In addition to this, capacity development is constrained 
due to physical scarcity of resources and legal barriers to 
the rapid implementation of new developments:
•  Availability, and cost, of suitable land for airport 

development (sufficiently close to large population 
centres);

•  Limitations placed on the (rapid) development of 
airports by the planning regime applied to large 
infrastructure projects;

•  Environmental regulations, including of air and noise 
pollution; and 

•  Availability of regulated airspace.

The existence of binding capacity constraints at Heathrow 
and Gatwick (and to some extent also at Stansted) has a 
potential effect on the operator’s incentives to provide 
quality to customers in a number of ways.
•  First, capacity constraints restrict the ability of airlines to 

switch airports or to credibly threaten to do so.
•  Secondly, a capacity-constrained airport has low 

incentives to improve quality in order to attract or retain 
customers since any business lost will, given the 
existing excess demand, be easily replaced.

•  Finally, the constraint itself may contribute to the lack of 
service quality since the airport operates next to (or 
above) the capacity limits for which it was designed.

The main capacity constraint at Heathrow is the maximum 
number of ATMs that are presently allowed by air traffic 
control and planning permission. This limit stands at 
480,000 ATMs per year. Current operations fill up 
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approximately 99% of that capacity. As illustrated in 
Section 2, this is much higher than in other comparable 
European airports and also higher than capacity utilisation 
at Gatwick and Stansted. 

Terminal capacity at Heathrow is also constrained and will 
continue to be so in the coming years as the operator 
re-develops the central terminal area into Terminal East. In 
addition, the protracted process leading to the completion 
of Terminal 5 shows that increases in terminal capacity are 
slow, costly and difficult to achieve. 

The extent to which capacity constraints and the price 
caps are distorting the market for airport services in 
London can be illustrated through the prices at which 
Heathrow slots trade in the slots grey market. Based on a 
recent transaction, the implied value of a pair of peak time 
slots at London Heathrow is currently estimated to be 
worth between £25 and £30 million14, although the value 
depends to a large extent on the desirability of the slot in 
terms of the time of day it is for. The same source 
estimates that Heathrow is the European airport with the 
highest valued slots, followed by Charles de Gaulle, 
Gatwick and Frankfurt. 

The fact that Gatwick features this highly in the list of the 
top valued airport slots is a further indication of the 
strength of demand for airport slots in the London area 
relative to capacity. Capacity constraints at Heathrow and 
Gatwick thus imply that airlines have little bargaining 
power with the operator for aspects of service provision 
that fall outside the price cap. 

Pricing to deal with congestion
Peak pricing theory or congestion pricing proposes to 
charge aircraft operators the marginal cost of landing on a 
given runway at a given time (most airports charge a 
weight-based landing fee independent of time of day), and 
it has been the prevailing theory for how to reduce 
congestion since the 1960s. Although it has shown 
theoretical promise since its inception, peak pricing at 
airports has seen little practical implementation. Where it 
has been implemented to some degree, at very few 
airports, it has not been particularly successful.

The main reason for its lack of appeal/success is that it 
generally involves very large increases in prices to 
passengers (either directly through passenger fees or 
through increases in prices to airlines) and a very large 
increase in revenues to the airport relative to limited gains 
in terms of actual congestion reduction15. 

BAA has actually had a long experience with peak pricing 
in one form or another since 1972. One element of this 
policy has been to discourage smaller aircraft from using 
the limited runway capacity at Heathrow. This has been 
extremely successful with virtual elimination of aircraft 
below 16 tonnes by the early 1990s. The way in which 
regulation incentivises BAA to maximise passenger 
numbers (through the price cap and through the 
allowance of retail revenues in a single till form) has clearly 
contributed to BAA’s incentive to eliminate flights with low 
passenger numbers. 

However, while BAA has been able to eliminate smaller 
aircraft, it has had a much tougher time sustaining peak 
pricing in relation to the large carriers. The US carriers 
have been particularly forceful in their opposition to peak 
pricing as they have less choice in relation to flying times.  

BAA was not able to defend its pricing in front of 
international courts, not because of a fundamental 
opposition to peak pricing but because of the inherent 
difficulty in calculating marginal cost accurately. The 
disagreements over cost calculations with the airlines 
showed how difficult it was to define the peak period and 
how the peak period has expanded to encompass 
practically the entire day at Heathrow. In the face of a 
potentially growing risk of lawsuits, BAA has opted for 
slowly phasing out peak runway pricing.

The experience has illustrated the point that using pricing 
to target types of users for whom there are no viable 
alternatives may prove very difficult to sustain. On the 
other hand, pricing out smaller commuter carriers worked 
well because these the short-haul users of these carriers 
had close substitutes in the form of Stansted airport and 
inter-city train services.

14  Deloitte, “Open skies, Open for business?”, May 2008, http://www.

deloitte.com/dtt/cda/doc/content/UK_THL_

OpenforSkiesOpenForBusiness_May08(2).Pdf 

15    Morrison, S.A., Winston, C., 1989. Enhancing the performance of the 

deregulated air transportation system. Brookings Papers on Economic 

Activity: Microeconomics, pp. 61–112.
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4.3 Wider externalities
The current regulatory setting for the BAA-owned London 
airports was not designed in a context where there was the 
level of awareness to environmental concerns that 
currently exists. Until recently, consideration of 
environmental externalities at airports was confined largely 
to noise and local air quality constraints. These 
externalities remain significant. However, climate change 
has introduced a new dimension, and it is an issue for the 
operation of the entire airport sector as a whole rather than 
just its individual components.

Even as recently as the 2003 White Paper, the thrust of 
policy direction was strongly expansionist (Department for 
Transport, 2003). The document still reflects historical 
concerns that date from the 1987 privatisation of the 
London airports and the fear that private owners of airports 
might have insufficient incentives to invest in airport 
expansion. The 2003 White Paper stands almost in 
contradiction with the need to address the environmental 
impacts of climate change and to evaluate airport 
investments in that context. 

Indeed, the presence of very significant environmental 
externalities suggests the need for a very different policy 
framework and set of priorities for airport expansion and 
regulation. Two main elements of regulation – the objective 
of limiting prices and the concern with incentivising capital 
expenditure – are likely to be on a collision course with 
environmental responsibility on the part of the airport 
operator. 

Environmental regulation
In more general terms, environmental regulation tends to 
take the form of either ‘command and control’ or market-
oriented solutions. In a command and control solution, a 
cap, quota, limit or other such legal control is placed on 
the level of emissions or noise, or pollutant. The cap or 
control can also come in terms of the use of inputs, such 
as capital or fuels. A limit on ATMs at London Heathrow is 
such an example.

The other form of environmental regulation is market-
oriented. This can take the form of cap and trade, or 
similar mechanisms. The EU Emission Trading Scheme 
(ETS) is a good example. In the cap and trade system, the 
amount of emissions is fixed by the policy maker, and the 
right to emit is distributed according to permits. Market 
players then equate marginal cost of abatement with the 

marginal value (price) of a permit. In this way, the cost of 
meeting the standard is minimised, as high cost polluters 
abate less, and low cost polluters (in terms of the marginal 
cost of abatement) abate more.

A semi market-oriented solution is an emissions tax. Under 
an emissions tax system, the tax is usually set at some 
marginal abatement cost estimate and polluters set their 
level of abatement equal to the tax rate. This is often seen 
as more simple and easy to implement than a cap and 
trade system, but the difficulty is that the correct tax rate 
must be estimated, and can involve large costs to 
business.

As a result of the different properties of the various means 
for achieving some desired environmental outcome, 
economists have generally advocated cap and trade 
systems. There is no reason that large players such as 
airports could not be incorporated into a system such as 
the EU ETS. Other systems for other pollutants are 
possible. However, for more local level outcomes such as 
noise, a simpler solution such as a per unit tax on noise, 
might achieve a better balance between efficiency of the 
economics and ease of implementation.

Clearly, economic instruments such as tradable permits 
and taxes can play a role in dampening the current 
incentives to increase traffic. However, policy needs to 
resolve the conflicting objectives between the demand for 
greater air travel and the costs to the environment that this 
entails — and the results need to be internalised in the 
way in which regulation deals with capital expenditure 
projects and operational expenditure.

At present, the possible lack of definition, at a policy level, 
of how these trade-offs will be viewed in the future creates 
uncertainty for the airport operators and lack of guidance 
in relation to their investment projects.

Our view is therefore that policy needs to play a role not 
only at the operational level but also at the more strategic 
level of project selection and project design.
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5.1 Introduction
In this section, we consider some of the issues that need 
to be addressed to ensure the delivery of a world class 
airport. 

5.1.1 Scrutiny of capital expenditure by 
the CAA and other regulators
The level of scrutiny that the CAA currently exercises in 
relation to BAA’s capital expenditure plans is considered 
low relative to that of some other UK regulated industries16. 
The CAA has in the past consulted on the merits of 
introducing a deeper level of scrutiny not only on capital 
expenditure but even in relation to capital expenditure 
plans. A full capex review and continual monitoring of the 
firm’s capital investment by the CAA could be structured 
so that capital expenditure planning, including project 
development and decision-making processes, would be 
reviewed on an on-going basis or at pre-determined 
intervals.

Some other regulators have used this type of more ‘hands 
on’ review of capital expenditure. In the past, in relation to 
price reviews in the water industry, Ofwat has undertaken 
detailed investigations into regulated water companies’ 
capital expenditure plans. Within the reviews, Ofwat 
compared cost efficiency of different companies, by 
setting all companies a number of hypothetical capital 
projects to cost. Ofwat has also carried out a detailed 
review of individual capital projects within proposed capital 
expenditure programmes through ‘reporters’ contracted to 
each company.

Most importantly, Ofwat is also involved in monitoring the 
outputs of the company on an ongoing basis. The primary 
motivation behind this approach is to determine a level of 
capital expenditure appropriate for providing a certain set 
of outputs. The pricing formulae for the regulated water 
companies are then set on the basis of achieving the 
specified set of outputs. Similarly activist approaches to 
addressing capital expenditure issues have also been 

followed by the Office for Rail Regulation and Ofgem.
The CAA has not favoured a similar approach for the 
regulation of Heathrow and the other airports it regulates. 
According to the CAA, an important difference between 
airports and some of those industries where 
comprehensive reviews of capital expenditure have been 
carried out is the difference in user structure. UK utilities 
have traditionally supplied a large number of individual 
and uncoordinated consumers. Airports have a much 
stronger direct user group, the airlines. The airlines are 
well informed customers some of which are large and 
important for the business plans of the airport. 

The structure of the London airports’ user groups led the 
CAA to favour an approach to capital expenditure issues 
based on consultation by the airport of its users. Under the 
scheme it is expected of the airport that the capex plans 
provided to users should be transparent enough for users 
to understand the connection to business objectives and 
problems, available options, key trade-offs that are 
associated with projects and the costs, benefits and risks 
involved.

The view of many of Heathrow’s users is that this 
regulatory approach to capital expenditures has not 
worked well. The recently published ‘emerging thinking’ on 
the matter by the Competition Commission suggests that 
the latter appears inclined to concur17. In particular it notes 
that “constructive engagement is conducted in a way that 
precludes genuine two-way exchange of views in great 
part due to the significant information asymmetries 
between BAA and the airlines”. Furthermore, the situation 
seems to have deteriorated in recent years, particularly 
since the development stages of T5, with BAA undertaking 
less meaningful consultations on the development options 
at the early stage of other projects. 

The Competition Commission notes the possibility that as 
a result of low scrutiny and a poorly functioning 
consultation arrangement, BAA has been able to make 

5
What issues need 

to be addressed to make 
Heathrow world class?

16 See for example the Competition Commission’s BAA Market Investigation, Emerging Thinking (22nd April 2008) - paragraph 31 of Executive Summary 

“There is no annual review by the regulator of capital expenditure, operating expenditure, or service provision; the regulator has limited ability to formally 

act between quinquennial reviews”. The CC also expressed concern in the same document about aspects of the regulatory process, particularly 

consultation on capex through Constructive Engagement. The CC also mention the significant increases in BAA’s projected capital and operating 

expenditure during the course of the latest regulatory review, increases that continued after the CC reported and until a very late stage of the process.
17 Competition Commission, BAA market investigation, Emerging Thinking, 22 April 2008                                  
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substantial increases to capital expenditure programmes 
at late stages of the capex approval proceedings, when it 
is more difficult for airlines to react

Regulation – a more bottom-up 
approach to costs 
Ideally, tariffs should be set so that revenues are sufficient 
to cover a firm’s efficient costs – that is, the costs that a 
company could reasonably achieve if it were to operate 
efficiently and with an optimal asset configuration. 
However these potential costs are hypothetical and thus 
not observable.

A major regulatory difficulty is then to ascertain what costs 
a company can achieve if it were operated efficiently. In 
this respect, the regulator is at a natural informational 
disadvantage vis-à-vis the managers of the regulated 
company compounded by their lack of incentives to reveal 
this type of information to the regulator. 

The use of comparisons between companies, or 
benchmarking, is a powerful instrument to obviate this 
informational asymmetry. By comparing companies with 
their peers, a regulator can ascertain their relative 
efficiency and by setting tariffs based on the costs of 
peers – a system of yardstick competition (Shleifer, 198518) 
is introduced that generates powerful incentives for 
efficiency improvements.

As discussed in the previous section, the UK water sector 
is ideally suited for this type of yardstick regulation based 
on comparison of realised costs of similarly structured 
companies.

Clearly, the same approach is much harder to apply to an 
airport such as London Heathrow because its 
infrastructures are less similar to those of other airports in 
order to be directly comparable. In addition, airports’ 
capital expenditure plans are inherently lumpy and specific 
to particular circumstances and it is difficult to find close 
enough comparators for benchmarking.

This specificity makes an airport such as Heathrow more 
suited to bottom-up assessment of projected costs. The 
regulator could consider an external review of projected 
costs by expert consultants as a form of obviating its lack 
of information and the difficulty of otherwise benchmarking 
the operator’s costs. This ‘economic-engineering’ 
approach should be built up from a very detailed model of 
the infrastructure, personnel, buildings and materials 
required to operate the airport and provide adequate 
levels of service. That is, efficient costs for highly 
disaggregated categories and functions can be 
determined and then aggregated to determine the efficient 
cost that needs to be incurred overall.

This very detailed approach to regulatory review of capital 
and operational expenditures is both costly and also very 
different from what the regulator currently envisages as its 
functions in this respect should be. We agree that this level 
of intrusiveness is not generally desirable and that a much 
superior regulatory system is one where the operator has 
the correct incentives for efficiency and service quality. On 
the other hand, it has to be recognised that these 
incentives are not currently in place and that even 
moderate deviations from efficiency in expenditure plans 
of billions of pounds may be worth very sizeable sums in 
comparison to the cost of performing a detailed bottom-up 
assessment of proposed expenditures.

18 Shleifer, A. (1985), ‘A Theory of Yardstick Competition’, Rand Journal of 

Economics, 16, 319–327.                                  
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5.1.2 Regulating service quality
Regulating service quality involves the steps of identifying 
the preferred level of service quality, designing a system 
for providing the operator with the incentive to offer this 
service quality, and developing a system for monitoring 
service quality with subsequent enforcement.

The preferred level of service quality should reflect the 
value customers place on quality and the operator’s cost 
of providing service quality. However, in some situations, it 
may be optimal for operators to offer different grades of 
service, so that each customer can choose the service 
quality that best serves his or her need. This approach 
overcomes the need to identify the marginal benefit for the 
average customer because individual customers reveal 
their preferences in the purchasing choices that they 
make.

The enforcement of service quality standards commonly 
occurs on an annual basis or at price reviews, but other 
options are available. If quality is or continues to be a 
problem, frequent monitoring may be necessary as waiting 
to address the problem until the next price review might 
allow the problem to persist too long.

Penalties for low service quality should reflect the 
customers’ loss of value. Conversely, rewards for 
exceeding service quality standards should reflect 
customers’ gain in value (note that offering customers a 
menu of quality options eliminates the need to quantify 
penalties and rewards.)

Current situation 
The level of quality of service that the owners of Heathrow 
are currently offering its passengers is widely regarded as 
poor. The situation is particularly dire in the case of waiting 
times and queuing through security. BAA itself monitors 
actual queuing times at Heathrow and Gatwick as part of 
the Service Quality Rebate scheme introduced in 2003. 

The current measurement of quality of service is based on 
the percentage of time during which the service targets are 
not met. However, the target should be set in relation to a 
limit on the percentage of passengers queuing for longer 
than a certain number of minutes. In addition, the 
monitoring of the standards should be undertaken by an 
independent body and not BAA, and include sampling of 
queuing times at random intervals and throughout the day.
From the perspective of passengers, however, security 
queuing times is only one, albeit important, element of the 
passenger experience. Our survey of business passengers 
has shown that Heathrow scores poorly in the overall 
average time and variance of time taken to go through the 
airport. Important contributors to this are not only the 
security queuing times but also check-in times, waiting for 
baggage delivery and immigration queuing upon arrival at 
Heathrow. At present, BAA is not responsible and does not 
have control over these other elements of waiting times. 
However, even a significant improvement on security 
waiting times will only improve one aspect of the overall 
travel experience and if no improvements are achieved 
elsewhere this experience may still be unsatisfactory. 

The way in which BAA has responded to its quality of 
service targets, by largely increasing costs and passing 
these on to the airlines, is also symptomatic of the 
perverse incentives that the current form of regulation is 
offering. BAA has inadequate incentives to improve 
efficiency as long as it is able to transfer costs directly to 
users either through increases in operating costs or capital 
expenditure. Furthermore, costs that increase the 
regulated asset base also guarantee a return for 
subsequent periods.

Regulatory response 
Price cap regulation may result in reduced quality of 
service given the incentives put on the regulated firm to 
keep saved operating expenditure. However, empirical 
evidence in other industries has shown that price caps 
don’t seem to make quality worse vis-à-vis other forms of 
regulation. The particular circumstances of London 
Heathrow, however, are that due to capacity constraints 
and excess demand, there is no demand response to 
quality and therefore, clearly, no incentive to provide quality.
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Quality of service regulation is particularly difficult as it is 
often multifaceted, multidimensional, and interdependent 
on factors that are both within and outside the airport 
operator’s control.

The options for the CAA to incentivise quality could very 
generally be divided into three main categories:
•  Make the allowed price an increasing function of quality 

(directly regulate quality via price)
•  Make the allowed revenue or cost a function of quality 

(directly regulate quality via revenue/cost)
•  Allow the operator to offer different levels of service 

quality and allow the operator to charge different prices 
for these different levels while maintaining some control 
over some measure of average prices (or perhaps 
controlling only the price for a level of service that is 
considered acceptable) 

CAA’s current approach is the second, i.e., allowed 
revenue is impacted via a system of penalty charges and 
bonuses19. 

The first method for incorporating quality of service into 
the regulatory regime (e.g. making the maximum allowed 
price a function of quality) has particular appeal, as it has 
the ability to sharpen the incentives to provide quality 
vis-à-vis the revenue/approach. The debate between the 
two approaches can be seen as largely analogous to the 
debate between the choice of price-cap regulation and 
cost of service regulation. In the second case, the 
incentive to provide quality is only with respect to the 
average customer and the target. In the case of the price 
incentive mechanism, the allowed margin on every 
customer will be impacted (by a change in quality that is in 
the regime). 

The primary difficulty with the first method is that it is very 
complex to apply in practice. This is due to the fact that 
the actual level of quality is hard to measure and it is 
therefore difficult to translate improvements in quality into 
monetary values that are reflected in allowed prices.

In comparison to this, the third approach offers an 
alternative that leaves more latitude for the operator to set 
its own prices and these will naturally reflect both the costs 
in providing the different levels of service and the demand 
and willingness to pay for these by airlines and 
passengers. The informational requirements for the 
regulator to implement the third approach are thus much 
reduced compared to the first. 

A further option that may help in the provision of 
differentiated levels of quality of service is to allow different 
ownership of different terminals and/or different facilities 
within the airport, while subsidiary options could include 
information campaigns to allow customers to understand 
how quality evolves over time putting the pressure of 
public opinion on a company whose assets are ultimately 
valued by the markets. 

19 It should be noted that on the capital expenditure side, this is also the case, in the sense that BAA comes to the CAA with their capital plans. Levels of 

quality, demand, cost, etc are forecasted and costed on a prospective basis, with the regulator able to approve or disapprove the plan or certain 

elements. The projected volumes, planned operating and capital expenditure are then combined with a volume forecast, which converts the allowed 

revenue into a per passenger charge. In this way the current approach of the CAA is a partial blend of price and cost of service regulation.
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5.2 Slot allocation
One important element of the regulatory framework at 
London Heathrow, and at UK and EU airports more 
generally is the system of slot allocation. Slots are 
effectively landing rights. It is clear that London Heathrow 
is a congested airport and the capacity issues constraining 
the supply of services arise for many reasons. While some 
of these constraints might be soft (e.g., passengers using 
a baggage belt) and others might be hard but changeable 
(e.g., due to planning restrictions), the issue of landing 
slots is particularly important because it interacts with 
air-traffic control and possible safety issues. 

The number of landing slots or air traffic movements (ATM) 
is currently constrained by the planning authorities and the 
air navigation system. There is a possibility to add 
additional ATM capacity by changing the operational 
mode of the use of the existing runways (for instance 
moving from a segregated mode to mixed mode). 

Since the airport is constrained in terms of ATMs, the total 
number of aircraft that can land and takeoff at London 
Heathrow is limited. In addition, during particular times of 
the day, there may be an even greater demand for aircraft 
landing rights. The system of deciding which airline has the 
right to land when generates the system of landing slots.

The result of severe capacity constraints, landing rights 
(via slots) at London Heathrow have become an extremely 
valuable (quasi) property right.

Current system of slot allocation
In the European Union, slots have been tacitly endowed to 
existing carriers (incumbents) via a system of 
grandfathering rights (i.e., having had the rights to land in 
some previous period gives one the right to slots in the 
next period). Technically, slots are not property rights and 
cannot be traded in the market sense. In addition to this, 
there are also ‘use-it-or-lose-it’ clauses with the ownership 
of slots. However, there is the ability to trade slots in a 
one-for-one ‘swap’ among existing slots at any one airport.
Slots become available if there is expansion in airport 

capacity, if an existing airline does not use the slots or 
reduces operations. Available slots are allocated to a 
‘pool’. 50% of pool slots are set aside for new entrants.
In spite of the ban on secondary market trading, in the 
United Kingdom where slots are scarce at airports such 
as at London Heathrow, a ‘grey’ market for slots has 
existed – essentially representing an under-the-counter 
trading in slots.

The current system of slot allocation suffers from a 
number of weaknesses20. First, it does not go far enough 
to maximise the incentives to efficiently use scarce airport 
capacity. Second, it can act as a barrier to entry and to 
competition among airlines.

In general, slot trading as currently stands must be done 
on a one-for-one basis (even if cash is exchanged in the 
grey market). It is thus likely, for the same reasons that a 
barter economy is not efficient as the main means of 
exchange in other goods and services, that some mutually 
beneficial trades go unexploited. Further, anecdotal 
evidence of airlines running flights at less than maximum 
capacity has been found, and this suggests airlines have 
perverse incentives to use the slots (on occasion) simply 
to hold on to them. Lastly, there are often effects of scale 
and scope with slots’ use, so the likelihood of matching 
slot trades one-for-one is low.  

The current system21 makes very few slots available to new 
entrants. Carriers, even if a slot is losing money, have an 
incentive to hold on to grandfathered slots as a “free real 
option” on future use of the scarce capacity. Thus the 
incumbent has an incentive to hold the slot even if it is 
worth a higher cash value to an entrant (and this says 
nothing of potentially more anti-competitive reasons for 
holding slots). Furthermore, ‘new entrants’ are defined by 
the airport, so a carrier already operating from London 
Heathrow to Paris, wanting to initiate a service to say 
Brussels would not qualify. The result is that there is very 
little turnover in slots, and very little entry or turnover on 
routes and city pairs.

20 OFT and CAA (2005), “Competition issues associated with the trading of airport slots  – A paper prepared for DG TREN” UK Office of Fair 

Trading and Civil Aviation Authority OFT832.
21 The current system here is largely the official EU system. Whether the grey market in slots goes a long way to addressing these concerns 

is also an important question.
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This grey market means that there are notional prices for 
Heathrow slots. The market value of a slot is a function of 
the amount by which demand exceeds capacity for the 
given hour at the given airport, and the extent to which the 
airline-holder can capture this rent. 

We present the current allocation of slots at Heathrow in 
Figure 38.

Figure 38: Current slot allocation at London Heathrow

 

Source: London Economics calculations from Airport Co-ordination Limited 

data

Slot policy questions and options
Several questions arise: would a more open regime for 
slot trading be possible or desirable, or would it be better 
to stick to the rules on slot trading more stringently and 
ban slot secondary market trading (e.g. investigate and 
fine or penalise slot traders)? Should airlines be charged 
for slots, rather than granted them for free? Are new 
entrants actually able to enter the market via the slots 
available from the slot pool?

Slot policy principles
Given the fact that there is limited quantitative data on slot 
allocation, we present some analysis based on economic 
principles22.

The primary problem of congestion at London Heathrow 
is a function of planning limits on runway use and ATMs. 
The physical capacity of the runways and operations 
actually could support more ATMs (under full mixed mode 
operation), and terminal and related infrastructures are 
currently being upgraded. 

In general, the greater the market-based allocation 
of slots, the greater the incentives to use scarce capacity 
efficiently. Conversely, the lesser the opportunity cost 
of using slots, the lower the incentive to make the best 
use of scarce capacity. Moving away from a market for 
slots will likely make the current problems (of congestion 
and delay) at London Heathrow worse. Airlines will make 
fewer gains from trade and competition will be further 
reduced. 

The current grey market goes part of the way towards 
giving airlines the proper incentives. Even though the 
slots are given to airlines on a grandfathered basis, the 
opportunity cost of not selling the slots still exists (to the 
extent that they are not discouraged by the grey market’s 
transactions costs).

Therefore, the current grey market for slots gives airlines 
the incentive to maximise the effective (commercial) use 
of the scarce resource23. In other words, the current grey 
market in slots gives airlines incentives to maximise load 
factors, use bigger/newer aircraft (newer aircraft are likely 
to be quieter and less polluting). 

Making the slot trading market more transparent, more 
liquid and more like a regular market would certainly help 
London Heathrow. Secondary slot trading does have the 

others), 12%

British Airways (BA), 41%

BA's One World Partners 
(American Airlines, Iberia 

and others), 12%

British Midland (bmi), 
14%

bmi's Star Alliance 
partners (Lufthansa, 
United Airlines and 

Virgin Atlantic, 3%

Others, 18%

22 There is some recent information available on the cost of a number of slots traded at Heathrow. Some slot trading over the past 6 years include the sale 

of 5 slots by BA Connect (IOM) to BA  £13 million; 4 slots from United to BA for £12 million in 2003; 6 slots from Flybe to Qantas/Virgin for £40m in 2004; 

7 slots from BWIA to BA for £5 million in 2006; 2 slots from Malev to BA for £7 million in 2007 and 4 slots from Alitalia/GB AirwaysAir France to Continental 

for £105 million in 2008.
23 In the absence of transactions costs that are too high, the initial allocation does not impinge on the maximisation of efficiency (Coase, 1968).
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potential to give greater incentives to airlines to use slots 
more effectively and the ability to make additional gains 
from trade as the market becomes more liquid24. Illiquidity 
can still give perverse incentives to use slots inefficiently. 
For example, according to the OFT-CAA (2005), a current 
‘lack of liquidity at Heathrow means that airlines may buy 
slots before they are ready to use them’.25 As a result, OFT-
CAA submit that airlines are likely use slots sub-optimally.

It should also be noted that slot trading on a pan-EU basis 
would also help London Heathrow, as more efficiency at 
other airports would help maximise load factors, 
coordination with London Heathrow, and reduce delays 
that have knock-on effects at Heathrow.

In general, any means of increasing the efficiency of the 
market for slots will give sharper incentives to use the slots 
efficiently; and any effort to distort or weaken the market 
will dull incentives. The main area the market could be 
improved upon would be to make more free, open and 
transparent the secondary trading process. The OFT and 
CAA (2005) have also identified the following aspects of 
additional reforms to secondary trading markets:
•  a prohibition on restrictive covenants associated with 

sales and leases of airport slots which would unduly 
limit the commercial freedom of the purchasing airline 
to compete in downstream markets or sell on to 
potential competitors, and;

•  publication of information on slot trades to increase 
transparency. 

The latter could be achieved by publication through an 
independent authority of information after trades have 
been completed.  

Auctioning
Besides a more formal, open and transparent secondary 
trading market, the other area for potential slot reform is 
the primary allocation process. While allowing secondary 
slot trading has been somewhat uncontroversial, primary 

allocation by market methods has been heavily resisted by 
the airlines, and is not advocated by the CAA, the OFT or 
the European Commission. 

We agree that auctioning in the primary allocation process 
would not be a panacea, and would be unlikely to avoid 
the fundamental problem of scarce capacity at severely 
capacity constrained airports. 

Full auctioning would only make sense if excess demand 
could be reduced by a reasonable price rise. There are 
other issues associated with auctioning. Specifically, there 
would be financial challenges for companies which would 
need to coordinate schedules across airports, and 
therefore knowing how to bid could become quite 
complex. In addition, it is not clear that new entrants would 
be able to outbid incumbents on new or desirable routes. 

A full auctioning process of slots might have an 
ambiguous impact on business travellers’ options at 
Heathrow. Full auctioning would raise prices to airlines, 
and thus give incentives to further increase the use of 
long-haul flights and greater incentives to use hub and 
spoke systems, and maximise load factors. Whether this is 
of benefit to business travellers is unclear. Some routes 
would likely be lost, although other routes might be 
opened or enhanced.

Our view is that some additional moves towards 
auctioning would nonetheless be beneficial, but that a total 
market-based allocation system would not be desirable. 
Total slot auctioning on a regular basis might have little 
further gain over a more limited auctioning policy. Regular 
auctioning of all slots could prove burdensome in terms of 
needing to constantly bid and value slots. Any additional 
gains from the slot auction would have to be weighed 
against these administrative costs. In airports where 
limited additional capacity becomes available, full 
auctioning would be of limited use26.

24 The grey market for slots at London Heathrow and Gatwick may have resulted in a greater concentration of carriers. Similar experience has been found in 

the US, where slot grandfathering, secondary trading, and other factors, has caused slot concentration increases at major congested hub airports such 

as New York JFK and Chicago-O’Hare.
25 Due to uncertainty over future demand, it can be difficult to coordinate the acquisition of slots and planes in the future
26 If large amounts of new capacity were to come available, then the fixed costs of gearing up the auctioning process might be more justified because of 

the potential to misallocate the new capacity if it was not auctioned. It would also potentially cause too much uncertainty among carriers such that they 

might have a disincentive to invest in sunk idiosyncratic infrastructure (e.g., complimentary terminal services infrastructures (such as lounges).
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5.3 Range and reach of services 
Our analysis in Section 2 of this report concludes that the 
number of destinations offered from London Heathrow has 
varied slightly over the last few years but without a clear 
trend. Furthermore, we conclude that the majority of business 
passengers interviewed find the current service levels in 
relation to range and reach to be good or very good.

The airlines note that to maintain range and reach at 
current levels or at levels that satisfy the needs of London 
business passengers it is necessary to maintain a large 
volume of transfer traffic and to carry as many passengers 
as possible. 

However, our analysis suggests that, on the basis of the 
experience of other airports, even sizeable reductions in 
passenger numbers and in the percentage of transfer 
passengers would be unlikely to affect range and reach 
materially. London Heathrow has disproportionately high 
passenger numbers and a high percentage of transfer 
traffic for the number of destinations that it serves, in 
relation to comparator airports. 

In terms of the composition of the flight services offered 
from Heathrow, it may be argued that an airport whose 
capacity is so valuable has excessive offerings of short-
haul flights relative to what would appear desirable. This is 
particularly striking if we consider that a significant 
proportion of short-haul routes from Heathrow are to 
destinations that are well served by rail alternatives (more 
than 6.2 million passengers travelled from London 
Heathrow to Amsterdam, Paris (CDG), Edinburgh, 
Glasgow and Manchester in 2007). 

Short-haul flights are driven by the airlines hub and spoke 
business model. Our view is that, while these short-haul 
services may be valuable for airlines, they bring little 
benefit to London and impose significant costs in terms of 
congestion and potentially foregone services to other, 
more valuable, destinations. 

More long-haul destinations could be served if airport/
airlines were given incentives to cut back on short-haul 
flights for which there are rail alternatives and concurrent 
investments in the rail infrastructure were considered. 
The composition of flight services currently being offered 
by the airlines operating at London Heathrow indicates 
that a cut in ATMs could be achieved without it having an 
important effect on the offering of services that are valued 
by passengers originating or terminating in London. 

5.4 Transfer traffic
Heathrow serves approximately 188 destinations today, 
compared with more than 240 destinations served by 
Gatwick (based on a minimum of 5,000 passengers per 
annum), which has far fewer transit or transfer passengers 
than Heathrow. The number of destinations served from 
Heathrow was actually higher in the early 1990s despite 
the growth in transfer and transit passengers that has 
occurred since then. 

The increase in transfer and transit passengers in the last 
15 years has thus been accompanied by a decrease 
rather than an increase in the number of destinations 
served by Heathrow. 

This raises questions as to whether the number of transfer 
passengers are required to economically sustain the 
current level of service and indeed whether any 
destinations would actually be lost if the number of transit 
and transfer passengers at Heathrow were reduced to the 
level of the early 1990s.

In the ‘benchmarking section’ of this document we have 
looked at the level of transfer traffic in a number of 
comparator airports, as well at London Heathrow over 
time, and we concluded that the current levels of transfer 
traffic do not appear to be required for an airport to be 
able to serve the range of destinations that Heathrow 
currently serves. 

It is likely that any reduction in transfer traffic will not have 
an impact on the current levels of ATMs, however, given 
the fact we believe that there would be little reduction in 
the range and reach of services from Heathrow following 
any change in the number of transfer passengers, and the 
limited economic impact transfer traffic has on the UK 
economy, we therefore suggest that transfer traffic at 
Heathrow should be actively discouraged through policy 
and regulation. 
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How to reduce transfer traffic?
Airlines that rely on the hub and spoke business model 
offer transferring flights at a price which is lower than the 
sum of the separate flight legs. This implies that transfer 
passengers pay less to fly into and out of the hub than 
other passengers. Where possible, policy and regulation 
should discourage business models that rely on this 
pricing asymmetry; for example, transfer passenger 
demand through Heathrow could be reduced if the 
Government charged the airlines air passenger duty for 
transfer passengers.

If these pricing asymmetries are removed, the reduction in 
the number of transfer passengers may have little impact 
on the number of ATMs; however this may have some 
effect on reducing the extent of Heathrow’s current 
capacity crisis. In addition, the extra capacity associated 
with T5 could be made available to increase numbers of 
passenger originating and terminating at Heathrow, rather 
than to sustain the continued growth in transfer and transit 
passengers.

5.5  Competition
The general thrust of policy in Europe has been to 
encourage the emergence of competition in utility sectors, 
where this is possible, and dramatic changes have taken 
place in the last couple of decades. 

Thus, a particularly interesting issue is the relationship 
between competition law and ex-ante regulation. Where it 
is likely that monopoly power will persist—and in particular 
where there is a natural monopoly in the economic sense 
of the term—ex-ante regulation is also likely to persist. 

However, successful regulation may enable structural 
features of the market to develop in a way to permit that 
the regulator be dissolved, leaving it to the competition 
authorities to punish anti-competitive behaviour under 
Articles 81 and 82 of the EC Treaty, or similar provisions in 
national law.

There are powerful arguments for moving away from 
ex-ante regulation once markets are open to competition. 
Competitive markets depend upon the dynamism of firms, 
competing with one another on price and products, and 
offering customers choice. As a general proposition, there 
should be as few restrictions as possible on private 
entrepreneurship. 

Furthermore, public restrictions, including regulatory 
restrictions, can be extremely harmful and an impediment 
to the development of competition. In recent years, 
competition authorities have increasingly begun to criticise 
the restrictions on competition for which the state is 
responsible. Regulatory rules are among the most obvious 
public restrictions on competition. 

Regulatory rules can be unduly prescriptive and lead to 
too much micro-management of markets. Price caps can 
be positively harmful to the emergence of new competition 
if the cap is set too low. Of course, in the short term, 
consumers will prefer low prices imposed by a regulator; 
however, in the longer term, this will not necessarily be to 
their advantage. 

Where a market has evolved to the point where effective 
competition is possible, competition law should naturally 
replace ex-ante regulation. This is clearly not the current 
situation in relation to London Heathrow although we might 
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envisage a path by which the market structure evolves in 
that direction in the medium term. 

At a passenger demand level, the existence of five airports 
in the London area is certainly a feature that facilitates 
competition. For most potential passengers there are in 
general at least two of these airports that are close enough 
substitutes for small differences in price to make them 
consider switching between them.

However, from the perspective of airlines, airports are not 
so easily substitutable and this may result in London 
Heathrow retaining significant market power even if the 
current joint ownership issues are resolved appropriately. 
Indeed, Heathrow has a number of characteristics that 
affect the nature and degree of competition that it faces: 
•  Heathrow is the UK’s largest airport and its main 

network hub. 
•  It serves a number of airlines that rely on route networks 

and transit passengers. 
•  It benefits from close proximity to, and strong surface 

access links with, central London.

The fact that Heathrow is used as a network hub for 
airlines to the extent that it currently is appears to be 
mostly to the detriment of UK passengers. Although its 
use as a hub results in greater availability of destinations 
and higher frequency of flights, it also contributes to 
overcrowding of airspace and terminals and greater 
likelihood of delays. Our analysis suggests that the 
potential costs resulting from the use of Heathrow as a 
hub vastly outweigh the benefits. 

The use of Heathrow as a hub also implies that London-
based passengers will be more likely to use other airports 
that may be less convenient to reach because a significant 
part of Heathrow’s capacity is filled with transfer 
passengers. This is a clearly inefficient outcome for 
passengers.

The question is then whether the operation of competitive 
market forces could be expected to improve on this 
situation. In other words, would the use of London 
Heathrow’s capacity be more efficient from the perspective 
of passengers if all five London airports were able to 
compete freely?

This is a difficult question to answer. Efficiency 
considerations suggest that Heathrow should be used by 
those for whom the value of its wide array of destinations 
and proximity to central London is greatest. In this sense, 
transfer traffic through Heathrow should be minimised to 
the level strictly necessary to maintain adequate range and 
reach of flight services. 

Market-determined prices may actually work in this 
direction. Transfer passengers are willing to pay very little 
for the use of Heathrow and business passengers 
departing from central London are probably willing to pay 
significantly more. The current price cap regime prevents 
the airport from distinguishing among different user 
groups. In that sense, competition could be expected to 
be a superior regime. 

In the short term, it is unlikely that competition could be 
made to operate effectively among London airports. In its 
reference to the Competition Commission, the OFT 
identified three inter-linked features that may act to 
prevent, restrict or distort competition and have adverse 
consequences for customers and consumers using BAA’s 
airports in the UK: 
•  BAA’s joint ownership of Heathrow, Gatwick and 

Stansted (with high shares of regional air travel); 
• Current regulation; and 
• Development restrictions and capacity constraints. 

BAA’s view is that the existence of capacity constraints 
and binding price cap regulation at Heathrow and Gatwick 
means that there is no material scope for competition 
between BAA’s airports, at least until these constraints are 
alleviated.

The fact that Heathrow’s runways are full throughout the 
day, and Gatwick only has small amounts of spare 
capacity at off-peak times means that there is currently no 
real scope for competition between BAA airports in the 
South East, especially taking into account the effect of 
regulatory price caps. 

This is likely to remain the case until new runway capacity 
is delivered at Stansted in 2015, and potentially at 
Heathrow from around 2020.
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Conclusions
Binding capacity constraints at two of the three BAA 
airports in London mean these airports would not be 
effective competitors even in the absence of joint 
ownership. For BAA to have an independent incentive to 
improve service levels at London Heathrow there must be 
some market threat in terms of loss of passengers (and 
revenues) if quality standards are not met; however, at 
present there is (and continues to be) excess demand.

Even for a separately owned London Heathrow, some form 
of regulation would still be likely to be required, at least in 
the short to medium term. For competition to bring about 
better service quality, prices charged by the owners of 
London Heathrow should be able to reflect quality 
improvements and quality alternatives. This cannot be 
achieved under the current price cap regulation.

For competition to work, a number of necessary conditions 
must be met:
1.  Demand for services at London Heathrow must not 

routinely exceed capacity;
2.  Passengers must have access to a plausible alternative 

to London Heathrow (e.g., a substitute airport); and 
prices must be able to rise to reflect quality 
improvements and quality alternatives.

5.6  Incentives 
Economic regulation is currently poor at differentiating and 
delivering quality, but effective at driving down prices. A 
much more sophisticated system of ex-ante regulation is 
required to recognise the different service level needs of 
different passengers, to deliver improvements across all 
aspects of service quality and to enable the regulator to 
deliver better enforcement.

There is a possibility that price cap regulation needs to be 
revisited. It might be the case that an alternative regulatory 
regime may offer better incentives to the operator of 
Heathrow and better align the expected outcomes with the 
preferences of passengers. It is possible that either a 
revenue cap would work better or alternatively, a price cap 
for tariff baskets might provide a solution.

A revenue cap has the advantage that the operator has no 
incentive to fill up the terminals with as many passengers 
as possible (which is one of the primary causes for delays 
and waiting times, the factors that consistently receive the 
worst ratings from passengers). However, a revenue cap 
may result in excessively high prices.

A tariff basket cap may be a compromise where the 
operator retains some pricing freedom for the components 
of the basket, but the overall price level remains capped.

The UK experience of telecommunications illustrates the 
use of the RPI – X applied to a tariff basket method of 
regulation. The RPI – X on a tariff basket fixes a maximum 
price path for a fixed interval of time and provides the 
incentive for continuous exploitation of new technology to 
reduce costs. Simultaneously, this method can be easily 
targeted towards those aspects of the business where 
regulation is most needed. 
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The UK experience also demonstrates that a price cap on 
a tariff basket is not a passive form of regulation where the 
regulator need get active only once in five years or so. 
OFTEL has been fairly active and the explicit rules of price 
control have been supplemented with implicit regulation. 
Price regulation has broadened and tightened over time to 
take account of changing industry conditions. This has 
happened not only at the times of formal price review but 
also between price reviews. Contrary to the rate-of-return 
regulation, which provides only a single number - the rate 
of return - for regulation, the price cap on a tariff basket 
approach provides a number of elements - the X factor, 
the control period, the coverage of the basket, and 
sub-caps. It is possible for the regulator and the regulated 
firm to reach an agreement on a package of these 
elements even if there are disagreements on individual 
elements of the basket.

The question in relation to the regulation of an airport is 
what services would be incorporated into this basket. Such 
an approach could be made to work well if passengers 
were allowed to purchase different combinations of a set 
of services (for example, fast track processing at security/
immigration, priority check-in, access to business lounges, 
etc). There could be a basic service level and then a set of 
add-ons that each passenger could decide upon, for 
example at the time of booking their ticket.

It is clear that BAA does not control many of the services 
that might be contained in the basket. However, in the 
medium term, the move to a tariff basket might need only 
include a small number of services, and as such need not 
be particularly complex.
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6.1 How can economic regulation be 
improved?
Price cap regulation, constraints on capacity expansion 
and resulting excess demand are all important factors 
combining to provide the operator of London Heathrow 
with very limited incentives to offer high levels of quality of 
service to its users. 

The relevant regulator, the CAA, has introduced quality of 
service elements in the regulatory package to try to 
address this lack of incentives. Introduced in 2003, these 
quality-of-service targets do not appear to have been 
successful and indeed the Competition Commission’s 
review for the latest price-setting decision found that BAA 
had acted against the public interest in this respect. The 
Competition Commission recommended changes to the 
quality of service regime, leaving open the possibility of 
other recommendations following the conclusion of the 
current market investigation.

Under the current market review, the Competition 
Commission has broader latitude to make 
recommendations for change including on the ownership 
structure of the three main London airports and the 
regulatory framework and role of the regulator.

The view put forward in this report is that the current 
regulatory regime and market conditions are inadequate in 
a number of aspects and particularly in relation to 
delivering quality of service to users. We discuss some 
alternatives specifically in relation to this last point.

As we have already noted, we believe that the main 
reasons explaining current low levels of service are the 
following:
•  The number of ATMs at Heathrow is currently at about 

99% of capacity, this contrasts with capacity utilisation 
at most other European airports;

•  The owners of London Heathrow have financial 
incentives to maximise passenger numbers within the 
five-year periods between price reviews;

•  The owners of London Heathrow have financial 
incentives to minimise operational expenditures within 
the five-year periods between price reviews;

•  Capacity constraints imply that, in the short run, it is 
probably impossible to offer noticeably higher quality 
levels of passenger experience to the volume of 
passengers and flights currently using Heathrow;

•  It is unclear that the current regulatory regime provides 
the owners of London Heathrow with a) the incentives 
to make the appropriate choices in terms of capital 
expenditure projects and b) enough scrutiny of those 
expenditures once projects are underway.  

We have considered these problems in order to make 
suggestions that could contribute to improved levels of 
quality of service for Heathrow passengers, considering 
both the short run and the medium to long term. 

6
Conclusions 

and recommendations
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6.1.1 Short term recommendations
In the short run, we believe that the following options 
should be considered to bring about improvements in the 
levels of service quality at Heathrow
• Reduction in the number of ATMs;
•  Introduction of mixed mode use of the runway (with no 

additional ATMs);
•  Increase in prices or regulatory change that allows 

prices to rise and more closely reflect the level of 
demand; 

•  Increase in costs to airlines transferring passengers 
through London Heathrow and elimination of current 
incentives for airlines to increase passenger numbers 
through transfer traffic;

•  Consideration of the dual till option as the basis for 
regulatory pricing as such an approach is likely to be 
more efficient than the single till option and also more 
likely to result in higher prices (reflecting the true costs 
of the scarce resources at Heathrow);

•  Introduction of environmental taxation in order to make 
airport users internalise, at least to a greater extent than 
at present, the costs of air travel to the environment.

6.1.2 Medium term recommendations

Regulation – Alternatives to price cap
The price cap introduces a limit on the amount which can 
be charged per passenger. Regulating the price of a 
‘basket’ of services relevant to consumers can be 
preferable to regulating individual services, because it 
effectively controls the effects on consumers whilst giving 
the operator some room to make its own marketing 
choices.

We propose that the owners of London Heathrow be 
encouraged to offer differentiated service levels by 
agreeing with the regulator on a higher price cap for 
passengers willing to pay more for a better experience 
going through Heathrow. 

A simple way to start would be with just two price levels 
– one at the current level and subject to the quality 
incentives now in place and one, a higher price cap, for a 
higher level of service. BAA should be encouraged to 
propose ways in which a higher level of service in 
exchange for a higher passenger fee could be offered. It 
may be useful to consider other regulated entities that 
operate under such basket of prices regulation.

Re-structuring of operations and 
responsibilities at Heathrow
The responsibility associated with ensuring that waiting 
times are minimised at Heathrow should rest with one 
organisation to the greatest extent possible. In some 
respects the passenger is not concerned with specific 
waiting times (for instance at security or immigration) but 
with the total length of time associated with the entire 
process of getting through the airport until the departure 
of their flight (or exit from the terminal on arrival) and the 
unpredictability of such waiting times. Currently, there 
appears to be a lack of direct accountability in relation to 
cumulative delays experienced by passengers with the 
current operator rightfully pointing out that a significant 
proportion of delays are entirely outside its sphere of 
control (e.g. lack of immigration staff).

Therefore, there may be a case for ensuring that there is 
one organisation accountable for all delays that are 
experienced by passengers (or as many as possible) 
rather than a narrow focus on individual elements of the 
passenger pass-through experience.
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There are difficulties in relation to the feasibility of this 
solution. Specifically, the organisation responsible for the 
end-to-end process must have the appropriate levers to 
reduce delays where they exist. For instance, in the case 
of immigration queues, the operator must have the ability 
to provide more staff when and where necessary or require 
the provider of such services to make more staff available. 
For example, in such an approach, the operator of 
Heathrow could reach a contractual agreement with the 
government whereby the latter would make a certain 
number of immigration and customs staff available at any 
time with the airport operator deciding the staff 
requirements and the actual deployment of such through 
the day. There would have to be significant and active 
support for the proposal amongst stakeholders to make it 
successful.

Regulation – a more bottom-up 
approach to costs 
A major difficulty in any regulated industry is to ascertain 
what costs a company can achieve if it were operated 
efficiently. The regulator is at a natural informational 
disadvantage vis-à-vis the managers of the regulated 
company. Normally, the use of comparisons between 
companies, or benchmarking, is a powerful instrument to 
reduce this informational asymmetry. However, this is 
much harder to apply to an airport such as London 
Heathrow because its infrastructures are less similar to 
those of other airports in order to be directly comparable 
and because capital expenditure plans are inherently 
lumpy and specific to particular circumstances.

This specificity makes an airport such as Heathrow more 
suited to bottom-up assessment of projected costs. The 
regulator could consider an external review of projected 
costs by expert consultants as a form of minimising its 
lack of information and the difficulty of otherwise 
benchmarking the operator’s costs. 

This very detailed approach to regulatory review of capital 
and operational expenditures is both costly and also very 
different from what the regulator currently envisages its 
functions in this respect should be. This level of 
intrusiveness is not generally desirable; however, it has to 
be recognised that the current informational asymmetries 
are such that even moderate deviations from efficiency in 
expenditure plans may be worth very sizeable sums in 
comparison to the cost of performing a detailed bottom-up 
assessment of proposed expenditures.

Capital expenditure, co-development 
and co-funding
It appears important to consider the options surrounding 
co-funding with users of major new investments or even 
users taking a leading role in these types of investment. 
There are examples of these types of co-development and 
co-funding arrangements in the US and in some smaller 
European airports, particularly those mostly used by low 
cost carriers. 

Until now, it has been exceptionally difficult to say whether 
BAA has shown any inclination to actively consider such 
arrangements given the possible impact on its regulated 
asset base and despite the preferences and needs of 
users. However, we believe that this option may offer users 
better quality services in the medium to long term.

Discourage transfer traffic
One of the main contributory factors to the current level of 
congestion at Heathrow is the rapid growth in transit and 
transfer passengers. Transfer traffic increased from about 
9% of total traffic in the early 1990s to roughly 35% in 
2007. International transfer passengers, who never leave 
the airport, are valuable to airlines but they have little wider 
economic value other than to make some “thin” routes 
viable and to increase frequencies on the more popular 
routes. 

The current situation does not appear to reflect an efficient 
use of valuable capacity. Regulation and the resulting 
pricing level and pricing structure have played an 
important role in bringing Heathrow to the difficult situation 
it is in today. As such, due consideration needs to be given 
to a number of short term and medium term solutions 
before the current deterioration in service levels causes 
permanent damage to London’s branding as a world 
class city.
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For additional copies please contact London First on tel 020 7665 1500 
or visit our website, www.londonfirst.co.uk 

This report proposes a range of solutions and poses policy questions on which we welcome views. 
If you would like to discuss Heathrow’s challenges with us, please contact the Transport Team on 020 7665 
1502 or betterheathrow@londonfirst.co.uk


