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The Secretary of State for Transport's paper (E(81)121)

alot of ground in setting out the choices we face in covﬁrs

to a possible fixed link. Before we discuss it, I wouizli;]:m

draw attention to the basic economic and financing issues in:o:.:ed
1

as I see them.
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N .Pollcy is that any fixed links should be financed entirely
private risk capital. But it looks increasingly doubtful

¥hether that will be possible.
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conventionally or direct from the market, the Project -
likely in effect to be administered by the public wevtor aseex.n
is as a public sector project that we shall have to Teach :d it
decisions on it. ur

4. This means above all that our final decision shoulq b
SRt
on the basis of an economic assessment of the sche g o

5 Hes Furthen
work on an economic appraisal remains to be done but j¢ st
alr

clear that this project is at best a marginal one, B8 ha eady

promoters' own central assumptions, some of which are Optimist
Stic,

returns from bored tunnels range between 5.6 Per cent ang 73
*J per

cent. This barely exceeds the minimum 5 per cent return ye Yook
for from public sector investment and we would normally 100 Por at
least 7 per cent in this sort of project to allow for the risk that
returns will be lower than forecast.

:

15' So I am very doubtful that this scheme will prove

;to Jjustify making the investment.

good enough
I am not suggesting we should
ftake final decisions until work on a comprehensive economic assess-

ent has been completed. But I am concerned that the process of

i*talking with the French may lead us into a position of semi-commitment
Tbefore we have formed a considered view on the merits of the project.
David Howell's paper proposes (paragraph 9) that he should lead the

next stage of discussions with the French towards clarification of
Ethree fundamental questions, the first of which is whether to make
‘a quick start with a rail tunnel, clearly that is not a question

hich can be answered in the discussions with the French. One may
Lope that the talks with the French will throw some more light on
he issues involved.

‘ form
But the important point is that we must

Ur own view on the economics of the project and, if it is t:

. we
roceed, what form of finance we are prepared to approve;j an
ust do this soon.

< I therefore suggest:.
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ot ind‘fl"'“d““tlyv nf’ the talks With the F!‘ench' David
¥ Howell should be invitedil bring the subject back'to
. committee as soon as the economic appraisal jig
complete and at the same time to provide a detailed
note on the prospects for private financing; and
that it should be made clear to the French, to avoid
be ])o-“*sim(. misunderstandings later, that in view of our

eliminary work on the economics of the project, we
pr - [ . . .

e uncertain whether a fixed link will prove to be
are

justifinhle
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