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EXECUTIVE SUMMARY

   
INTRODUCTION  

Reference Economic Consultants were commissioned to undertake an evaluation of the 
economic impact of Inverness airport. The research was undertaken for Inverness & 
Nairn Enterprise (INE), Highlands & Islands Enterprise (HIE) and Highlands and Islands 
Airports Limited (HIAL) between September 2004 and March 2005.   

STUDY METHOD   

The study was undertaken through:  

 

A review of secondary data on activity at the airport.  

 

A survey of companies based at the airport.       

TRAFFIC AT INVERNESS AIRPORT  

In 2004, 551,000 passengers used Inverness Airport.  This is 20% higher than 2003 
volumes and 55% greater than the passenger numbers in 2000. The vast majority of 
passengers in 2004 travelled on scheduled services.  The main markets were the three 
London airports which accounted for 80% of scheduled terminal passenger traffic.  

The INE area accounts for slightly less than half (48%) of the surface origins and 
destinations of passengers using the airport.  This is followed by the MBSE area with 
approaching 17%, Caithness & Sutherland with 15% and Ross & Cromarty with 14%.  
Thus, while the INE area is the main source of demand it still accounts for less than half 
of the passenger traffic using the airport.  

Within the Highland Council boundaries, only 57% of passenger air trips to/ from the 
area use Inverness airport.  Some 28% are via Glasgow airport, followed by 8% via 
Edinburgh and 7% through Aberdeen.  Within Moray, most (59%) traffic goes via 
Aberdeen airport, with 29% of trips made via Inverness.  

Some 1,393 tonnes of freight were transported via the airport in 2004, almost all of 
which was flown outwards. Volumes have increased significantly since 2001, when only 
459 tonnes were recorded. Freight is flown only on scheduled services, equally split 
between passenger and freight aircraft.  

Within the Highlands and Islands, most freight originates outside the INE area.  The 
main sources are: the west coast mainland in areas such as Wester Ross; Western Isles; 
and the Northern Isles.  Freight consists mainly of primary products and fish in 
particular.   

ON-SITE ECONOMIC IMPACTS  

Approximately 505 FTE (Full-Time Equivalent) jobs exist in companies based at 
Inverness airport. Within the Highlands and Islands economy these support a further 
246 FTEs through airport companies purchases of goods and services, and the impacts 
of the expenditure of wages.  
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Thus the operation of the airport supports a total of 751 FTE jobs within the region, 
along with approaching £55 million of output and around £16 million income. Most of 
these impacts accrue to the INE area.  It accounts for 95% of employment and 80% of 
income generated at the regional level.  

Direct employment levels among companies located at the airport are in line with what 
would be expected of this size of facility.  However, these companies linkages within 
the regional economy are weaker than appears to be the case at other UK airports.  
This will reflect the limited size of the Highlands and Islands economy. It also flows from 
the relatively low passenger and freight volumes at Inverness which appear to be 
insufficient to support the development of specialist suppliers.    

OFF-SITE ECONOMIC IMPACTS   

The study calculated the impact of the expenditures of inbound visitors who use 
Inverness airport. This are only one of a number of off-site impacts. In addition, local 
businesses will enjoy increased sales as a result of air access to their customers and 
suppliers. It can also be expected that the presence of the airport influences some 
residents decisions to move to or remain in the area.  

Visitor expenditures were estimated at approximately £47 million. Of these, (43%) 
are made within the INE area, totalling just under £20 million. This is the largest share 
of expenditures among each of the ten HIE LEC areas. However, more than half (57%) 
of the spend accrues to other parts of the region. For example, the RACE area 
accounts for around £8.0 million and MBSE for a further £6.0 million.    

At the level of the regional economy, these expenditures generate impacts of 
approximately:  

 

Output:   £65 million. 

 

Employment:  1,546 FTEs. 

 

Income:   £16 million.  

For each of these three types of impact, Inverness & Nairn accounts for no more than 
50% of the total.   

TOTAL IMPACTS   

The total impacts of Inverness airport at the regional level are as follows:  

 

Output: £120 million. 

 

Employment: 2,297 FTE jobs. 

 

Income: £31 million.  

Within the context of the regional economy, Inverness airport generates significant 
economic impacts: both locally, and further afield within the Highlands and Islands 
reflecting the geographic distribution of passenger and freight traffic at the airport.  
The INE area sees the majority of the airport s total economic impacts, although those 
in other parts of the region are still significant.  
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A majority of the output and employment impacts arise from the expenditures of 
inbound visitors and, in particular, those using services from London airports.  However, 
just over half of the income impacts accrue from on-site employment.   

RECOMMENDATIONS  

Collectively, the HIE Network, Highland Council and HIAL should:  

1. Undertake development work with companies based at the airport.    

2. Use the results of this report as the basis for an event designed to raise 
awareness among airport-based companies of the possibilities for increased 
sourcing of goods and services within the region.  

3. In support of these activities, consider research which has been beyond the 
scope of this evaluation. First, a review of other UK airports of a similar size to 
gauge the type of companies that an airport of Inverness scale should have 
on-site. Second, discussions with other development agencies to examine the 
measures they have put in place to increase supplier linkages to regional 
airports.  

4. Encourage the development of new air passenger services and generically 
market existing ones. As well as stimulating new demand, this should serve to 
reduce the proportion of Highlands and Islands traffic that uses airports 
elsewhere in Scotland.   
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1 INTRODUCTION

  
This is the final report for an evaluation of the economic impact of Inverness airport. 
The research was undertaken for Inverness & Nairn Enterprise (INE), Highlands & 
Islands Enterprise (HIE) and Highlands and Islands Airports Limited (HIAL) between 
September 2004 and March 2005.  

1.1 STUDY OBJECTIVES  

The overall objective of the study was to undertake an evaluation of the economic 
impact of Inverness airport.  The detailed objectives were to:  

 

Broadly identify the catchment served by Inverness Airport, and the relative 
impact on Local Enterprise Company (LEC) areas in terms of passenger and 
freight origins/destinations within the HIE area.  

 

Assess the economic impact of the airport on the wider economy and 
benchmark the findings against other, broadly comparable airports.  

 

Make recommendations on how the impact of the airport within the HIE area 
may be increased.  

1.2 STUDY METHOD   

The study was undertaken through:  

 

A review of secondary data on activity at the airport. These included: 
passenger statistics provided by the airport operator (HIAL); Civil Aviation 
Authority (CAA) data on passenger and freight volumes; and information 
contained in bespoke reports provided by HIE.  

 

A survey of companies based at the airport.  A total of 26 companies were 
interviewed, mainly through face-to-face delivery, with others surveyed via 
telephone.  

 

Consultations with two freight forwarders regarding air freight origins and 
destinations within the Highlands and Islands.  

1.3 STRUCTURE OF THE REPORT  

Chapter 2 presents background to the study, focusing on current activity and 
operations at the airport. Chapter 3 presents the main findings of our business survey, 
while Chapter 4 contains our economic impact assessment. Chapter 5 gives our 
conclusions and recommendations. 
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2 INVERNESS AIRPORT

  
2.1 INTRODUCTION  

Inverness  is one of ten airports in the Highlands and Islands which are operated by 
HIAL, a company owned and funded by Scottish Executive.  The airport is by far the 
largest of the ten operated by HIAL , in terms of passenger numbers, and is the 
principal air hub for the Highlands and Islands.  It has daily direct scheduled air 
services to a range of UK destinations. The airport also has regular freight services 
and, in addition, cargo is moved in the bellyholds of passenger aircraft.   

There are also seasonal holiday charter services.  These are predominantly outbound 
to sunshine destinations, although there is also an inbound service from Switzerland. 
Finally, there is general aviation activity.  

2.2 PRESENT OPERATIONS  

2.2.1 Passenger Services

    

Scheduled    

A range of destinations are served by flights from Inverness as follows:  

 

London:    Gatwick, Heathrow and Luton. 

 

Other England:  Birmingham and Manchester. 

 

Highlands and Islands: Kirkwall, Stornoway, Sumburgh and Wick. 

 

Other Scotland:  Aberdeen, Edinburgh and Glasgow.  

New services, to Bristol and Belfast International, will commence in July 2005.   

Charter  

A range of sunshine  destinations are served from Inverness. In 2005 these will 
include: Malta; Portugal; Italy; Cyprus;  and Turkey.  

2.2.2 Freight Services

  

Scheduled freight services are operated to the Northern Isles and to the Western Isles. 
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2.3 TRENDS IN PASSENGER TRAFFIC AT INVERNESS AIRPORT  

2.3.1 Total Volumes

   
Table 2.1 shows total annual passenger traffic using Inverness airport for the years 
2000-2004.   

TABLE 2.1: INVERNESS: TOTAL PASSENGER TRAFFIC: 2000-2004 
Year Total Passengers 
2000 356,286 
2001 363,704 
2002 386,824 
2003 458,876 
2004 551,018 

Source: CAA  

In 2004, the airport saw a total of approximately 551,000 passengers.  There has 
been year-on-year growth in each of the last four years.  The largest increase was in 
2004 when carryings were around 92,000 (20%) above those in 2003. Traffic has 
grown by 55% since 2000. Most of this has occurred in the last two years, mainly as a 
consequence of four new services: Gatwick, Heathrow, Manchester and Birmingham.   

2.3.2 Inverness Compared With Other Airports

   

Total Volumes  

Table 2.2 compares terminal passenger volumes at Inverness with those at other, 
selected UK airports. A terminal passenger is defined as one who is joining or 
leaving an aircraft at the airport. This includes passengers changing plane, which is 
commonly termed interlining .   

TABLE 2.2: TERMINAL PASSENGER TRAFFIC: SELECTED AIRPORTS: 2004 
Airport Passengers 

Glasgow 8,557,087 
Edinburgh 7,992,483 
Aberdeen 2,633,808 
Prestwick 2,158,967 

Durham Tees Valley 787,365 
Exeter 614,030 

Humberside 531,089 
Inverness 520,319 

Bournemouth 492,882 
Norwich 443,909 

City of Derry 234,487 
Sumburgh 107,848 
Kirkwall 102,023 

Stornoway 110,831 
Source: CAA 
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It shows that Inverness, with around 520,000 terminal passengers, has considerably 
less traffic than each of the other four main Scottish airports, where volumes range 
between 2.159 million and 8.557 million.  Volumes are also below those at the second 
tier English regional airports of Durham Tees Valley, Exeter and Humberside, although 
not by much in the case of the latter.    

Volumes at Inverness are above those at Bournemouth, Norwich, Exeter and City of 
Derry.  They are also well above those at any other Highlands and Islands airport, 
with traffic levels in excess of the combined totals of Sumburgh, Kirkwall and 
Stornoway. Indeed, the 2004 passenger volumes at Inverness are well above the 
combined total (410,000) at the other nine HIAL airports.  

In 2004, Inverness was the 27th busiest UK airport, in terms of terminal passenger 
traffic, out of the fifty-nine reporting to the CAA.  

Scheduled Traffic  

The picture is different, however, when considering the composition of traffic at the 
airports and, specifically, the split between scheduled and charter passengers.  Table 
2.3 presents passenger volumes on scheduled  services during 2004.  

TABLE 2.3: SCHEDULED PASSENGER TRAFFIC: SELECTED AIRPORTS: 2004 
Airport Passengers 

Edinburgh 7,583,695 
Glasgow 6,278,872 
Aberdeen 2,036,827 
Prestwick 2,012,061 
Inverness 540,374 

Durham Tees Valley 515,340 
Exeter 332,509 

Bournemouth 308,817 
Norwich 222,531 

City of Derry 210,190 
Humberside 158,255 

Kirkwall 110,975 
Stornoway 111,981 
Sumburgh 102,834 

Source: CAA  

Volumes at Inverness remain well below the four main Scottish airports. However, its 
scheduled traffic levels are above all of the other airports considered. This reflects the 
limited importance of charter flights at Inverness compared with second tier UK 
airports.  
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2.3.3 Carryings On Scheduled Routes

  
Table 2.4 presents data for passenger numbers on Inverness scheduled routes during 
2004 (calendar year).   

TABLE 2.4: TERMINAL PASSENGER TRAFFIC ON SCHEDULED SERVICES AT  
                  INVERNESS: 2004          

Route Passengers 
London Gatwick 245,638 

London Luton 115,756 
London Heathrow 46,424 

Stornoway 31,089 
Edinburgh 16,980 

Kirkwall/Sumburgh 16,359 
Manchester 15,213 
Birmingham 12,499 
Glasgow 6,601 
Stockholm 2,789 

TOTAL 509,348 

 

Source: HIAL  

Around 509,000 scheduled service passengers used Inverness airport in 2004.  The 
two London Gatwick services were the busiest, carrying over 245,000 people, 
followed by London Luton with over 115,000. London Heathrow carried over 46,000 
passengers, albeit that the service only operated from late March 2004. Stornoway is 
the most popular Scottish route with 31,000 passengers, followed by just under 
17,000 flying to/ from Edinburgh and a similar number using the Northern Isles 
services. Glasgow has the lowest volumes, at around 6,600 passengers, reflecting its 
limited frequency.  Figure 2.1 illustrates the relative importance of scheduled 
destinations by geographic area.                         
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It shows that the London market dominates passenger volumes at Inverness, accounting 
for 80% of scheduled traffic.  The three London routes conveyed over 407,000 
passengers in 2004.  The next largest market is that to the islands.  This accounts for 
9% of scheduled passenger volumes.  This is followed by the English Regional services, 
and those to the Scottish central belt, each of which has a 5% market share.  To place 
the findings in perspective, the London Luton service alone carried greater volumes in 
2004 than the combined total for non-London services.  

2.4 PASSENGER TRAFFIC CATCHMENT   

2.4.1 Introduction

  

The analysis in this section is based on data from the ASM Consultants report: 
Highland Air Services Market Analysis which was compiled for HIE in 2002.  The 

report was a detailed review of results from the 2001 CAA Passenger Survey.  That 
Survey is the most recent comprehensive source of data on passengers using Inverness 
airport and is being repeated during 2005.  

2.4.2 Catchment Size

  

Based on year 2000 population levels, the ASM work estimates the catchment area for 
Inverness airport at 223,130.   

Within two-hours drive time of Inverness airport there are 236,000 residents but only 
138,000 are exclusive to the airport.  This is because of the overlap with the 
catchment area for Aberdeen airport, among residents of areas to the east of 
Inverness. It is estimated that 98,000 inhabitants are resident in this competitive area. 
If inhabitants in the joint catchment are shared equally between Inverness and 
Aberdeen (49,000 each) this gives a total two-hour catchment population for Inverness 
of 187,000.   

However, it is also necessary to include some of the population of mainland northwest 
Scotland who have no practical alternatives to using Inverness airport to make flights.  
Their inclusion leads to a total catchment population for Inverness of 223,130.   

2.4.3 Geographic Distribution of Traffic Origins and Destinations

  

In terms of surface origin and destination, the Highland Council area generates a clear 
majority of traffic using the airport.  It accounts for around 81% of total passengers, 
followed by Moray with 16%. It should be noted that the analysis is based on those 
travelling to/ from the airport by surface travel: that is, excluding those who fly into 
Inverness airport from, for example, the Western Isles.  

A more detailed analysis, by LEC area, is given at Table 2.5, over. It shows Inverness 
& Nairn accounts for slightly less than half (48%) of the surface origins and 
destinations of passengers using the airport.  This is followed by the MBSE area with 
approaching 17%, Caithness & Sutherland with 15% and Ross & Cromarty with 14%.  
Little traffic is generated from other areas. Thus, while the INE area is the main source 
of passenger demand it still accounts for under half of traffic using the airport.     
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TABLE 2.5: DISTRIBUTION OF PASSENGER BY SURFACE ORIGINS/DESTINATIONS:

 
                  2001 

Route Passengers (% of total) 
Inverness & Nairn 48.1 

Moray, Badenoch & Strathspey 16.8 
Caithness & Sutherland 15.1 

Ross & Cromarty 14.4 
Skye & Lochalsh 2.9 

Outwith Highlands and Islands  1.0 
Lochaber 0.6 

Orkney/Shetland 0.5 
Western Isles 0.3 

Argyll & The Islands 0.2 
TOTAL 100.0% 

Source: ASM Consulting based on CAA data. Note: Right-hand column does not sum to total due to 
rounding.    

Figure 2.2 applies these splits to 2004 scheduled passenger volumes at the airport.                                

It gives an indication of the absolute numbers of passengers by LEC area, although the 
distribution may have changed as a result of the new airports served from Inverness 
since 2001: London Heathrow, Manchester and Birmingham.  


