





SureshkumarK
File Attachment
2000f2decoverv05b.jpg


THE OFFICIAL HISTORY OF BRITAIN
AND THE CHANNEL TUNNEL

This authoritative volume presents the first official history of the British
Government’s evolving relationship with the Channel Tunnel project from the
early nineteenth century to 2005.

The building of the Channel Tunnel has been one of Europe’s major projects
and a testimony to British-French and public-private sector collaboration.
However, Eurotunnel’s current financial crisis provides a sobering backcloth for
an examination of the British Government’s long-term flirtation with the project,
and in particular, the earlier Tunnel project in the 1960s and early 1970s, which
was abandoned in 1975. Commissioned by the Cabinet Office and using hitherto
untapped British Government records, this book presents an in-depth analysis of
the successful project of 1986-94. It provides a vivid portrayal of the complexities
of quadripartite decision-making (in two countries, with both public and private
sectors), revealing new insights into the role of the British and French
Governments in the process.

Written by Terry Gourvish, Britain’s leading transport historian, this book will
be essential reading for general readers and specialists with an interest in business
history, international relations, public policy and project management.
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There was a young lady of Rye
Who said, with a smile in her eye
‘If a tunnel they bore

From France to our Shore
Goodbye, little basin goodbye’*

*Quoted in Claude Boillot-TSI, 23 December 1959, TSI Archive, Vol. 60, HBS.
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PREFACE

In 2001 I was appointed by Prime Minister Tony Blair to write a history of the
Channel Tunnel as part of the programme of official histories run by the Cabinet
Office. My broad remit was to analyse in some depth the involvement of the British
Government, its ministers, civil servants and advisers, in the project management
of this, one of the largest, if not the largest, infrastructure mega-projects in Europe.
It is important at the outset to explain what this book deals with and what it does
not. While I was asked to cover events from the beginning, that is, from the early
nineteenth century, the initial efforts to build a Channel crossing have naturally
attracted the attention of generations of historians. Furthermore, when the Tunnel
became a reality in the late 1980s, it stimulated a mini-boom in publications. Some
of the books were written by those who, like Michael Bonavia, Donald Hunt and
Colin Kirkland, had been actively involved in its history; others dealt at length with
the construction phase, again from the perspective of the expert. With no previously
unexploited archives to trawl, there was little point in going over much of the same
ground in detail. I therefore decided to concentrate upon the periods which had not
been covered in depth before, that is, the full story of the 1970s Tunnel and its aban-
donment in 1975, and of course, the successful promotion of the mid-1980s. The
book does not attempt to provide a rounded Anglo-French analysis of this great
joint venture, nor does it attempt to write from the perspective of the numerous
private sector corporations which were engaged in lobbying, promoting, construct-
ing and operating the Tunnel. This is not to say that the role of French ministers,
officials and companies is neglected, nor indeed that of bodies such as Eurotunnel,
TML (Transmanche-Link), and the numerous financial institutions involved in the
capital investment in the Tunnel. Rather it is concerned with the complexity of
project management, where more than one country is involved, and a multiplicity
of actors is involved. The security aspects relating to defence, terrorism and
immigration were not examined in depth in the contemporary period.

The book therefore reflects the privileges I enjoyed in being permitted to
consult the archives of the British Government, before the complexities
introduced by the Freedom of Information Act (my contract with the Cabinet
Office terminated in January 2005). Although there were some exceptions, in
general this privileged access was not extended elsewhere. However, I must

xiii



PREFACE

express my thanks to the following, who allowed me to consult material dealing
with the Tunnel: the Bank of England Archive (Chief Cashier’s papers,
1959-63); Centre des Archives du Monde du Travail, Roubaix (Rothschild,
Chemin de fer du Nord papers); Churchill Archives Centre, Cambridge (Channel
Tunnel Co., Bonavia and Churchill papers); Glasgow University Archive
Services (Cairncross papers); Harvard Business School’s Baker Library, Boston
(Technical Studies Inc. papers); HSBC Archive, London (Midland Bank’s
Channel Tunnel papers, mid-1980s); ING Bank, London (Baring Partners
papers, 1957-76); London Business School Library; Modern Records Centre,
University of Warwick (TUC and TGWU papers); Lady Parker (Sir Peter
Parker’s papers); Rio Tinto plc (RTZ, RTZ-DE papers); Rothschild Archive,
London (N.M. Rothschild & Sons papers, 19th century); Royal Archives,
Windsor (Queen Victoria’s papers); Strategic Rail Authority (British Railways
Board’s Channel Tunnel papers, 1970s—94).

I benefited greatly from the assistance offered by those who agreed to be inter-
viewed, or shared their experience of the Tunnel with me. Of the British politicians
the following were particularly helpful: Sir Edward Heath, Prime Minister when
the 1970s Tunnel was promoted, and Lord Peyton, his Transport Minister; Sir
David Mitchell, junior minister to Nicholas Ridley in the critical period in the mid-
1980s; and Lord Heseltine, Environment Secretary. Among the civil servants,
I owe a particular debt to John Noulton, who was actively involved in the project
first at the DTp, then at TML and finally at Eurotunnel as Director of Public
Affairs. John not only agreed to be interviewed on a number of occasions, but also
hosted a visit to Eurotunnel’s control centre and the service tunnel, allowing me to
view the crossing point with Sir Edward Watkin’s tunnel of the 1880s, and the
‘public sector’ section bored in 1975. Also extremely helpful were Lord
Armstrong, Guy Braibant, Brig. John Constant, Lady Harrop (Margaret Elliott-
Binns), Sir Peter Kemp, Andrew Lyall, Sir David Serpell and Sir Edward Tomkins.
I enjoyed the help of Alan Bennett, Andy Heslop and David Williams, from British
Rail and its successors; Graham Corbett, Jean-Loup Dherse, Patrick Ponsolle and
Peter Ratzer from Eurotunnel; Pen Kent, from the Bank of England; Lady Jill
Parker, who helped me to unearth some of Sir Peter Parker’s missing papers; and
Frank P. Davidson, former President of Technical Studies Inc. and tunnel promoter
extraordinaire. I was also able to draw on interview material collected for my
earlier book on British Rail with Sir Peter Baldwin, David Blake, Richard Edgley,
Sir Norman Fowler, Gil Howarth, Lord Howell, Lord Kelvedon, David Kirby, Lord
MacGregor, John Palmer, Sir Peter Parker, Lord Parkinson, John Prideaux, Sir
Robert Reid (Bob Reid I), Sir Robert Reid (Bob Reid II), Malcolm Southgate, Sir
Alan Walters, and John Welsby. I also received invaluable help from Professors
Stefan Szymanski and Roger Vickerman, who very generously shared their Tunnel
archives with me. Preliminary thoughts were presented to conferences in Athens,
Canterbury and Gothenberg, where valuable comments were received. I should
also like to thank Melanie Aspey, Laurent Bonnaud, Camilla Brautaset, Frances
Cairncross, Sonia Copeland, Gerald Crompton, Stephen Freeth, Patrick Fridenson,

Xiv



PREFACE

Henry Gillett, Edwin Green, John Jenkins, John Kelsey, Alex Kemp, James King,
Pierre Longuemar, Fiona Maccoll, Alan Milward, Mary Morgan, John Orbell,
Leslie and Sheila Pressnell, Lesley Richmond and Peter Trewin.

I was assisted in my work by the support offered by a Project Board chaired by
Tessa Stirling, Head of the Histories, Openness and Records Unit at the Cabinet
Office. Most of its members had had direct experience of the Tunnel in their
professional lives. I was therefore extremely grateful for the wisdom of Peter
Thomas, John Henes and Deborah Phelan (DTp), Irene Ripley (Treasury), Richard
Edgley (ex-BRB, EPS), Rosemary Jeffreys (Treasury Solicitor), and Heather
Yasamee (FCO). I should also like to thank the staff at the Cabinet Office, and in
particular, Tessa, for her unfailing support, Richard Ponman, whose birthday
proved to be a critical element in the project’s administration, and Sally Falk.
Valuable assistance was provided at the Cabinet Office by Deb Neal, Joan Davies,
Norman Rainnie, Chris Grindall, Naomi Tobi, at the DTp by John Sheard, and at
the DTI by David Tookey. The figures were drawn most professionally by Mark
Lacey of Picture This. The search for cartoons was once again aided by Jane
Newton and the Centre for the Study of Cartoons and Caricature at the University
of Kent, and the British Library at Colindale.

In preparing the book my greatest debt was to my researcher on the project,
Mike Anson. Mike not only showed an unflagging and seemingly limitless appetite
for processing the voluminous and often challenging files of government, but
exhibited a strong sense of the contemporary period and its political economy, and
was able to steer me away from some (but not all) of my well-known idiosyn-
crasies. Our working relationship was also influenced by the fact that the fortunes
of his football teams — Exeter City and Stafford Rangers — invited comparisons
with Eurotunnel’s at several points. Mike’s wife Jo, crossword puzzler par
excellence, was, as ever, a wonderful proof-reader. Last, and certainly not least, my
family were supportive whenever I retreated into the world of tunnels and
tunnelling. Sue made valuable comments on the last chapter and was sufficiently
inspired to travel on Eurostar for the first time, thereby taking actual numbers a
little bit closer to the optimistic forecasts. Like the Tunnel itself, this book has been
a collaborative effort and I thank all who helped me to produce it. Responsibility
for the text is of course, mine alone.

TRG
London, June 2005
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BEGINNINGS, 1802-1945

1. The early possibilities

Interest in the idea of linking Britain to the continent of Europe and specifically
to France is usually identified as beginning in the early nineteenth century. In the
middle of the French Wars, a French mining engineer, Jacques-Joseph Mathieu-
Favier, apparently made the somewhat implausible suggestion that the time was
ripe to link countries who were then enemies. His proposal envisaged a two-
gallery tunnel from Cap Gris Nez to Folkestone, to be constructed from each side
to an artificial island on Varne bank in mid-channel. Services were to be provided
by horse-drawn coaches. It seems that during the brief peace of Amiens in 18023
Napoleon expressed an interest in the proposal, and in informal discussions with
Charles James Fox, a former foreign secretary, it was suggested that the scheme
was ambitious enough to require the two countries to undertake it jointly.
However, the resumption of war for a further decade and a half put paid to such
exploratory discussions. !

In the first half of the century the initiatives for a fixed link crossing came
mainly from the French. Bridges, bored tunnels, and immersed tubes were all sug-
gested. In the 1830s the mining engineer Thomé de Gamond began four decades
of investigation of the Channel strata, making a significant contribution by assert-
ing that the chalk strata were continuous.” Another leading figure was Hector
Horeau, who advanced the idea of a submerged tube in 1851. However, the British
were never far behind, as the work of James Wylson, William Low and John
Hawkshaw demonstrates (Table 1.1). In 1855 Wylson proposed an ingenious if
somewhat implausible floating tunnel, anchored by ties and buoys, costed at
£15 million. More importantly, it was the work of the British engineers Low and
Hawkshaw in the 1860s that had the most influence in engineering terms. Low
teamed up with de Gamond and another British engineer, John Brunlees, to
produce the first serious plan for a tunnel, between Dover’s South Foreland and
Sangatte, near Calais.®> Hawkshaw’s privately funded trial borings in 18657
convinced de Gamond to abandon the idea of using Varne bank for a more direct
route through the chalk between St. Margaret’s Bay, east of Dover, and Sangatte.
De Gamond was also encouraged to join an Anglo-French consortium led by



BEGINNINGS, 1802-1945

Table 1.1 Select list of early proposals for a fixed channel link, 180389

Date Proposer Country Mode
of origin

1803 Jacques—Joseph Mathieu—Favier France tunnel

1833-67 Louis Joseph Aimé Thomé France tube, bridge, tunnel
de Gamond

1843 Cyprien Tessié du Mottay France immersed tube
and Charles Franchot

1851 Hector Horeau France immersed tube

1855 James Wylson Britain immersed tube

1855 Léopold Favre France tunnel

1856 William Austin Britain tunnel

1865 John Hawkshaw and Britain trial borings
Hartsinck Day

1867 William Low et al. Britain tunnel

1869, 1875 A. Mottier France bridge

1872 Channel Tunnel Co. Britain tunnel: borings

1875 Chemin de Fer Sous-Marin France tunnel: borings

1881-2 South Eastern Railway/ Britain tunnel: borings
Submarine Continental Co.

1889 Hildevert Hersent et al./ France/ bridge

Schneider et Cie Britain

Source: Alphonse de Longuemar, ‘Tunnel sous-marin anglo-frangais’, Journal de la Vienne, 29
December 1857; Peter A. Keen, ‘The Channel Tunnel Project’, Journal of Transport History, 111
(1957-8); Humphrey Slater and Correlli Barnett, The Channel Tunnel (1958); Thomas Whiteside, The
Tunnel under the Channel (1962); Mick Hamer, ‘La [sic] réve de Napoleon ... et al!’, in Bronwen
Jones (ed.), The Tunnel: The Channel and Beyond (Chichester, 1987); Donald Hunt, The Tunnel: The
Story of the Channel Tunnel 1802—1994 (Upton-upon-Severn, 1994); Keith Wilson, Channel Tunnel
Visions, 1850-1945: Dreams and Nightmares (1994); Bertrand Lemoine, Le Tunnel sous la Manche
(Paris, 1994); Richard Rogers, ‘England & the Channel Tunnel’, University of Amsterdam PhD
thesis, 1998.

Lord Richard Grosvenor, MP for Flintshire, and Michel Chevalier, the Inspector-
General of Mines in France, to take the project forward in a more commercial
sense.*

While the technical feasibility of such a tunnel may have seemed somewhat
remote at first, it is clear that by the early nineteenth century enthusiasts could
point to the success of a number of striking engineering feats, particularly in
British canal-building. Some of the tunnelling extended for over a mile, notably
James Brindley’s Harecastle Tunnel on the Trent & Mersey Canal in 1777,
13miles long, and the two-mile Sapperton Tunnel on the Thames & Severn of
1789. The biggest of all was the Standedge Tunnel traversing the Pennines on the
Huddersfield Canal, completed in 1811 and over three miles long.’ These were all
land-based projects, of course. The first under-river tunnel for public use was Marc
Isambard Brunel’s crossing of the Thames in London. His Thames Tunnel, from
Wapping to Rotherhithe, took 18 years to complete (1825-43) and encountered



BEGINNINGS, 1802-1945

serious problems of safety and financing as construction costs rose (the final
cost was £468,250). However, this was a major achievement in the science of
tunnelling, in demonstrating the feasibility of under-water tunnelling, and the
successful use of Brunel’s invention, the tunnelling shield.®

The introduction of railways provided further impetus to the art of the possible.
This revolutionary technology, the most important of the century, embraced
significant advances in civil engineering, and in difficult terrain bridges and
tunnels were critical elements of the new infrastructure. Thus, as early as 1832
officials of the newly opened Leicester & Swannington Railway invited discon-
certed passengers to enter Robert Stephenson’s impressive, even frightening
Glenfield Tunnel near Leicester, then Britain’s longest at just over a mile. Six
years later, the London & Greenwich Railway — London’s first — was operating
trains over nearly four miles of continuous viaduct.” The Sheffield, Ashton-under-
Lyne & Manchester Railway’s Woodhead Tunnel was one of the wonders of the
world on its opening in 1845, though at 3 miles 22 yards its length was merely a
tenth of what was required for the crossing of the channel. The major railway tun-
nel of the late nineteenth century in Britain, Sir John Hawkshaw’s Severn Tunnel
of 1886, was over a mile longer at 4 miles 628 yards, and on the continent of
Europe the Mont Cenis (1871) and St. Gotthard (1882) tunnels were respectively,
8 miles 868 yards and 9 miles 562 yards long. These larger works were also
significant in engineering terms. They offered more instructive precedents for a
channel tunnel since they could not be constructed by traditional methods, that is
by connecting a series of ventilation shafts sunk from the surface, a method
adopted by most of the canal and railway tunnels. Instead they made use of
compressed air boring machines, a new technology.® However, it was not until the
building of London’s underground railways that something approaching the
length of tunnel was actually attempted. In 1884 the Inner Circle line extended to
13 miles, though it was barely below ground, having been constructed on the ‘cut
and cover’ principle.” The small-bore, ‘tube’ lines built in the early twentieth
century offered a closer approximation to the engineering challenge of a channel
crossing. When the Piccadilly line was opened in 1906 its tunnel length was
75 miles; by 1926, however, the City & South London/Hampstead (Northern)
line’s extensions had produced an unbroken tunnel from Morden to Highgate
(Archway) of over 16 miles in length.'? Building to the appropriate length was not
enough, of course. Cost and safety considerations were also critical, and here dif-
ficulties were experienced in all developed countries. Sceptics were able to point
to several examples of faulty forecasting, major cost over-runs, and, on some
occasions, to failures and disasters. The loss of life in constructing the Great
Western Railway’s Box Hill Tunnel between Chippenham and Bath in the late
1830s was particularly distressing. Half a century later the Severn Tunnel project
encountered numerous engineering problems and cost £1.8 million to build, about
£150 million in 2005 prices. The most spectacular disaster was, of course, the
collapse during a gale of the Tay Bridge in December 1879.!!
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2. The commercial possibilities: Lord Richard Grosvenor,
Sir Edward Watkin and the ‘Manchester to
Paris Railroad’

Early engineering effort and speculation gave way to more substantial proposals
in the 1870s. By this time free trade was gaining ground, the benefits of linking
Britain and France had been fully demonstrated by the submarine telegraph cable
constructed in 1851, while the domestic railway network in both countries
provided good communications with Folkestone, Dover, Boulogne and Calais.'?
A fixed link was clearly consonant with the Liberal vision of free trade and
international co-operation espoused by Richard Cobden and John Bright.!* The
Anglo-French consortium met Napoleon III in 1868, and were given considerable
encouragement. The group included, on the British side, Grosvenor, and promi-
nent engineers such as Low, Hawkshaw, Brunlees and Thomas Brassey, and on
the French side, Chevalier, Paulin Talabot, the Chief Engineer of Roads and
Bridges, and de Gamond. While numerous schemes had surfaced for improving
transport links in the early 1870s, it was this consortium which first turned ideas
into tangible venture capitalist activity. By 1872 it had obtained declarations from
both the British and French Governments that they had no objection in principle
to the construction of a tunnel. The British were more cautious than the French,
however. There were fears of sanctioning a perpetual private monopoly, and the
personal objections of Queen Victoria.'* Nevertheless, these difficulties were
surmounted, and Benjamin Disraeli’s Government, having inherited the issue
from William Gladstone’s previous administration, joined with France in 1875 in
appointing a joint commission to examine the basis for a treaty. The commission’s
protocol of May 1876 provided the ground rules for a formal treaty by determin-
ing important points of principle, for example the boundary between the two
countries, each country’s rights to purchase the tunnel, suspend services, or
destroy it for security reasons, and the extent of the concessions to be granted. It
also recommended that a permanent international commission be set up to regulate
construction, operation and maintenance.!®> At the same time steps were being
taken by commercial interests in the two countries to turn promotional intention
into corporate activity. In France a tunnel company, the Société du Chemin de Fer
Sous-Marin Entre la France et I’ Angleterre, was formed in 1875, with Chevalier
as chairman. Enjoying the financial support of the Chemin de Fer du Nord and
the French house of Rothschilds, the company was granted a concession for
construction and went on to undertake preparatory geological investigations.!®
After the renewal of its concession for a further three years in 1880, it contin-
ued with the boring of a pilot tunnel, which extended to about 1,840 metres
(c.15 miles) by March 1883. Further progress depended on the company reaching
agreement with a British counterpart, and it was here that difficulties arose.

In Britain two rival groups emerged. The interests headed by Grosvenor lost
no time in forming a company, the Channel Tunnel Co. Ltd, in 1872, with an
initial capital of £30,000.'7 Like its counterpart in France it obtained legislation



BEGINNINGS, 1802-1945

in 1875, though in the British case the Act enabled it merely to purchase land at
St. Margaret’s Bay, in order to conduct experimental boring operations. However,
despite enjoying the blessing of the joint commission, the company was prevented
from proceeding by a lack of resources. An attempt to raise £80,000 with the help
of its bankers, the English house of Rothschilds,'® failed. No financial support was
provided by the two principal railway companies, the London Chatham & Dover,
led by James Staats Forbes, and the South Eastern, led by Sir Edward Watkin.
Their companies were not only short of cash but also locked in bitter rivalry. The
French promoters had hoped that their English counterparts would match their
investment of £80,000, and the Nord Railway hoped that the two British railway
companies would match its investment of £40,000. The South Eastern had agreed
to put up £20,000 if the London Chatham & Dover did the same, but there was
little prospect of the two companies agreeing, and the South Eastern refused to
co-operate while the Channel Tunnel Co. insisted on St. Margaret’s Bay as its
preferred site on the English side. A prospectus issued by the Channel Tunnel Co.
in 1876 stated that the London Chatham & Dover and N.M. Rothschild had each
agreed to put up £20,000, but the remaining £40,000 did not come from the
market. Progress was thus limited, and no Anglo-French treaty emerged.'”

Watkin, a buccaneering entrepreneur, was determined to pursue his own ambi-
tions, a Manchester to Paris railroad created from the railway companies he con-
trolled, viz. the Manchester Sheffield & Lincolnshire (from 1897 the Great
Central), the Metropolitan in London, and the South Eastern.? In 1874 he was
elected Liberal MP for Hythe in Kent and encouraged the South Eastern to include
in its Act for that year powers to undertake experimental works.?! First he sounded
out the leading members of the French company, Chevalier, his successor, Léon
Say, the President of the French Senate, the engineer Alexandre Lavalley, and
Fernand Raoul-Duval. Then, by 1880 he was ready to press for a tunnel route more
favourable to his own railway, that is starting from Abbot’s Cliff and Shakespeare
CIliff, between Dover and Folkestone. Under the direction of the South Eastern’s
engineer, Francis Brady, the South Eastern engaged Col. Frederick Beaumont and
others to employ the newly-patented Beaumont-English compressed-air boring
machine to drive pilot tunnels in the area. Work began in 1881, thanks to further
powers obtained in that year. After discussions with the French company, the
Submarine Continental Railway Co. was formed in December 1881 with a capital
of £250,000 to take over the South Eastern’s works. Initial shareholders included
the South Eastern Railway, and William Low, who had left Grosvenor’s group after
bitter arguments with Hawkshaw.?? By July 1883 the company had spent £56,000
in driving three tunnels through the lower chalk stratum, including 2,026 yards of
tunnel (diameter: 7ft.) out to sea from Shakespeare CIliff.??

There were limits to Watkin’s promotional zeal, however. It is clear that while he
accepted that the railway companies would build the connecting lines, neither the
South Eastern nor the London Chatham & Dover had the resources to finance half
a tunnel. In the 1870s he argued that given the project’s long gestation period the
private sector would be unwilling to take on the risk, and the two governments
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should therefore provide a financial guarantee. When tunnelling began in the
1880s he tried to persuade Joseph Chamberlain, then President of the Board of
Trade, that the tunnel itself should be undertaken as a public investment. Neither
proposal was palatable.?* There were other difficulties, too. In 1882 the Board of
Trade asserted that the South Eastern had acted ulfra vires in tunnelling beyond the
low-water mark without its permission and further work was halted after a refer-
ence to the High Court.?’ Watkin’s abrasive style hindered agreement between the
main parties, as is evident from his correspondence with Grosvenor and Say.
Furthermore, Sir Nathaniel and Alfred de Rothschild were upset by the failure of
Watkin and Forbes to reach an understanding, and finding Watkin’s methods of
doing business particularly unappealing, they quickly lost interest in the project.2®
Efforts by the two competing tunnel companies to obtain further powers in
18823, the Channel Tunnel Co. in association with the London Chatham &
Dover, and the Submarine Continental with the South Eastern, were then frustrated
by a groundswell of opposition which emerged within Britain’s ruling circles.
Work on both sides of the channel then ceased. The French were particularly
resentful, having invested £80,000 in their tunnelling (1,825 yards).?’

If in the 1870s the rivalry of the competing railway companies had proved a
barrier to progress, in the following decade military objections were paramount.
The Government’s action in halting the works was clearly driven by military advice
which emphasised the threat to Britain from an invasion. This became clear during
Gladstone’s next administration. In response to Watkin’s announcements of
success with the tunnel boring machine, the Board of Trade, War Office and
Admiralty established a departmental committee to examine the issue in 1881-2.
The committee, consisting of Thomas Farrer, Vice-Admiral Phillimore and Col.
J.H. Smith, was immediately presented with entirely opposite views. On the one
hand, Lt.-General Sir John Adye, Surveyor-General of the Ordnance, referred to
the commercial advantages of a tunnel and expressed little fear of any danger to
the integrity of Britain. On the other hand, Lt.-General Sir Garnet Wolseley, the
Adjutant-General, carried most support with a highly emotive memorandum.
He argued passionately that a tunnel would destroy all the strategic advantages of
the channel for a major naval power. It would be difficult, he contended, to prevent
the tunnel being used as a springboard for invasion, in which case Britain’s
comparatively small standing army would be at a distinct disadvantage. Invoking
both Wellington and Napoleon, he claimed that the tunnel would be ‘a constant
inducement to the unscrupulous foreigner to make war upon us ... Surely, John
Bull will not endanger his birth-right, his liberty, his property ... simply in order
that men and women may cross to and fro between Britain and France without
running the risk of sea-sickness.’?® Wolseley’s view received sympathetic support
from the Admiralty, and from Foreign Office officials. Lord Tenterden and Sir
Charles Dilke, permanent under-secretaries in the Foreign Office, also raised the
spectre of French or German soldiers disguised as civilians seizing the tunnel in
peacetime, and emphasised the commercial waste involved in destroying the
tunnel in the event of either a war with France or another Franco-German conflict
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to follow the Franco-Prussian War of 1870-1.2° With the committee unable to
reach a firm decision, the issue of military safeguards passed to a special ‘scientific’
committee appointed by the War Office to advise it on ways of making the tunnel
useless to an enemy.>® The process helped to produce more staunch opponents,
notably Hugh Childers, Secretary of State for War until December 1882 and then
Chancellor of the Exchequer, the Duke of Cambridge, Commander-in-Chief of the
British Army, and outside government, petitioners such as Cardinal Manning, Lord
Tennyson, Herbert Spencer and the Governor of the Bank of England, Henry
Grenfell. A much smaller group of enthusiasts included John Bright, MP, Colonel
Sir Andrew Clarke, the Inspector-General of Fortifications, and representatives of
the working class, notably the London Trades Council.3! The debate culminated in
the appointment in 1883 of a joint parliamentary select committee chaired by
Lord Lansdowne, a future foreign secretary. While Lord Lansdowne himself was
enthusiastic about the commercial prospects of a tunnel and felt the military appre-
hensions to be exaggerated, his colleagues were bitterly divided. Only three of his
nine colleagues were prepared to sign his report, and in the end the committee was
only able to express the opinion, by a majority of six to four, that parliamentary
sanction should not be given.?? The Foreign Office was also hostile. Its anxiety
about a long-term commitment to France, given numerous disagreements (e.g.,
over Egypt and the Sudan, culminating in the Fashoda Crisis of 1898) and the
abundant evidence of its political instability, proved to be another enduring
element.3®> As time went on, Anglo-German rivalry intensified, providing further
ammunition for the tunnel sceptics.>*

There the matter rested. Subsequent co-operation among the competing com-
mercial interests provided some hope for supporters of a tunnel, who included (in
later life) William Gladstone. The Submarine Continental purchased the Channel
Tunnel Co. in 1886 following an increase of capital to £275,000 and adopted the
latter’s name in 1887. All this made little difference in practice, however. While
several bills and motions were introduced in parliament, in fact on eleven further
occasions to 1895,% all foundered on the rock of military objection, fed from
time to time by reports raising the spectre of invasion and by efforts to ward off
cuts in defence spending.’® More determined efforts were made to revive the
scheme in the Edwardian period, when the Liberals were returned to power. Inter-
railway rivalry had been dissipated with the merger of the South Eastern and
London Chatham & Dover companies in 1899. Electric traction now offered a
more practical solution to the problems of steep gradients and ventilation in a
long tunnel. There was also enthusiastic support in France, notably from Albert
Sartiaux, General Manager of the Nord railway, who with Sir Francis Fox (of Sir
Douglas Fox & Partners) prepared a tunnel scheme in 1904—6 costed at £16 million.
An attempt was made to allay military fears by proposing that a viaduct be built
over the sea close to the tunnel’s mouth to make it easier to disable if circum-
stances demanded it (Figure 1.1).37 Serious consideration was given to the issue
within government in 1906-7 and again in 1913—-14. On both occasions the
recently-formed Committee of Imperial Defence provided the principal forum for



‘9061 1oNpEIA O1391eNS YIIM QWAYDS [UUN], [oUULRYD) XOJ-XNeNIeS

aubojnog

aouel4

srefen

zoN-suo dep

Emmm/_E i

[auuny o yInop

wm__momm_VMN

anebueg

Jonpeip

shemjres Bunsixg
sayoeoidde jsuun|

Juawubife jpuuny

auo}say|o4

HID areadsoxeys,

[uuny Jo Yo

Aemyes -q g 97

T ——>
Ainqueyues

pue|bugy

josebiep 1S

ojefswey

['] 2451



BEGINNINGS, 1802-1945

debate within government circles. In 1906—7, Sir George Clarke (subsequently
Lord Sydenham), the Secretary to the Committee, argued strongly for the tunnel,
in the wake of the Anglo-French Entente Cordiale of 1904. He asserted his long-
held view that the military arguments about Britain’s vulnerability to attack were
largely specious.?® Opinion within the Board of Trade, on the other hand, was
rather lukewarm. The commercial impact was uncertain, it was argued, but the
likelihood was that imports from France and neighbouring countries would rise.
Sir Herbert Llewellyn Smith’s revealing view was that whatever the reality of the
military risks, the danger of popular panic, and the encouragement this would
give to an increase in military spending, provided the biggest single argument
against the tunnel. The Prime Minister, Sir Henry Campbell-Bannerman,

L\IO USE FLOODING THE TUNNEL , H
T ST
— A\
: by, ——————_ |

THE WHOLE FRENCH ARMY SENT OVER IN A FEW MINUTES BY THIS METHOD

Cartoon 1 Channel Tunnel phobia: military fears about the Tunnel, W.K. Haselden, Daily
Mirror, 18 February 1907 [Centre for the Study of Cartoons and Caricature].
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confined the debate to the narrow military aspects, helping to ensure that, given
the opposition of the Admiralty and General Staff, the proposal was rejected.*®

In 1913-14 pressure exerted by Arthur Fell, Conservative MP for Great
Yarmouth and Chairman of the newly-formed House of Commons Channel Tunnel
Committee, led to a re-examination of the issue. Fell’s committee, which had the
backing of a large number of MPs, formed a deputation which met the Prime
Minister, Herbert Asquith, in August 1913, and extracted a promise that the
Committee of Imperial Defence would conduct another review. Here the military
interest was seriously split for the first time. Within the army Sir John French, the
Chief of the Imperial General Staff, and General Sir Henry Wilson, Director of
Military Operations, were now stressing the value of a tunnel to assist Britain in
operations on the continent in alliance with France, though critics pointed to the
associated and self-serving emphasis on the need for a larger standing army. French
went so far as to argue that submarines and aircraft had subverted the defence
offered by the sea, and that a tunnel would be militarily advantageous in the event
of a war with Germany. The First Lord of the Admiralty, Winston Churchill, was
also in favour of a tunnel. However, views like these were resisted, with the help of
Maurice Hankey, now secretary of the Committee of Imperial Defence, who
exploited the various differences of opinion, notably the inconsistent stance of the
Admiralty, and the position of Asquith, who was characteristically equivocal.*’
Thus, in 1914, as in 1907, military and naval objections, fed by a sentimental appeal
to insularity pervasive among opinion formers, proved dominant.*!

3. The inter-war years

After the First World War the mood changed again and the Government exhibited
less hostility to the idea of a link. Wartime experience, and shipping losses in
particular, had led to popular belief, set out at length in several newspapers, that the
tunnel would have been beneficial to the war effort. Pressure to build it was exerted
by Fell, Sir Francis Dent and Sir Percy Tempest of the South Eastern & Chatham
Railway, and Baron Emile d’Erlanger, now Chairman of the Channel Tunnel Co.*?
The climate was encouraging enough for the Channel Tunnel Co. to try out a
new tunnelling machine designed by Douglas Whitaker of Leicester.* Military
opposition had eased a little too, with Marshal Foch, the Commander-in-Chief of
the French armies, going so far as to assert that a tunnel would have helped Britain
to defeat Germany and shortened the war by two years.* Moreover, during the Paris
Peace Conference of 1919 the Prime Minister, Lloyd George, revealed that he
regarded the construction of a Channel Tunnel as an important element in any
Anglo-American guarantee of support for France against Germany.*® In France
lobbying increased after 1921, when the Comité Frangais du Tunnel sous la Manche
was created by Paul Cambon.*® In Britain Parliament returned to the subject in
1919-20 and in 1924. Once again the public records indicate the continuing
strength of scepticism within Whitehall, typified by Sir Maurice Hankey, and the
armed services, which won the day once the post-war diplomatic euphoria had

10
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evaporated.*’ On the latter occasion a deputation led by Sir William Bull, Fell’s
successor as Chairman of the Channel Tunnel Committee, met the Prime Minister,
Ramsay MacDonald, who again referred the proposal, a twin-bore tunnel costed at
£29 million, to the Committee of Imperial Defence.*® On this occasion, thanks to
Hankey, the committee’s membership was strengthened by the presence of four
former Prime Ministers (Balfour, Asquith, Lloyd George and Baldwin). Its advice,
apparently arrived at after only forty minutes of deliberation, was accepted by the
Government. It was argued that the commercial advantages of a tunnel were
outweighed by the disadvantages in terms of security. Although some of the more
extreme fears of invasion had eased somewhat, the majority opinion was that a
tunnel would lead to significant demands for additional defence spending to protect
it.* There was dismay among supporters. In a trenchant article for the Weekly
Dispatch Winston Churchill asked: ‘Should Strategists Veto the Tunnel?” He went
on: ‘In forty minutes five ex- or future-ex Prime Ministers dismissed with an
imperial gesture the important and complicated scheme for a Channel Tunnel ...
One spasm of mental concentration enables these five super-men, who have spent
their lives in proving each other incapable and misguided on every other object, to
arrive at a unanimous conclusion’.>

Further lobbying by enthusiasts, including Gordon Selfridge, the department
store magnate,’! accompanied by supportive noises from the French,>? built up to
such an extent that Stanley Baldwin’s Conservative Government was moved in
April 1929 to appoint a Channel Tunnel Committee to examine the ‘economic
aspects of proposals for the construction of a Channel Tunnel or other new form
of cross-Channel communication’. The Committee, chaired by Edward Peacock,
a Director of the Bank of England, concluded, in its report in March 1930, that
notwithstanding the need to verify the feasibility of construction through the
lower chalk, a tunnel, which should be built by the private sector without subsidy,
would be economically beneficial. Two serious proposals had been examined: the
first presented by the d’Erlangers’ Channel Tunnel Co.; the second advanced by
another erstwhile campaigner, William Collard, of the woollen merchants Collard
Parsons & Co. Collard, Chairman of London and Paris Railway Promoters Ltd,
dusted off an ambitious and expensive scheme first conceived in 1895. He
proposed to build the tunnel together with a new, broad-gauge (7ft) railway from
London to Paris, and sought legitimacy by engaging the services of the noted
railway manager Philip Burtt, former Deputy General Manager of the North
Eastern Railway and lecturer in railway economics at the London School of
Economics. Construction costs were estimated at £189 million.>* The Channel
Tunnel Co. developed a more realistic and much cheaper scheme in association
with the Southern Railway (a company created in 1923 with the merger of the
South Eastern & Chatham, London & South Western and London Brighton & South
Coast railways). Its 36 miles of twin tunnel (diameter: 18.5 ft) would take eight
years to build and cost about £30.45 million. Additional infrastructure would be
required at each end of the tunnel, but there would be no new, high-speed railway
(Figure 1.2).>* The Committee favoured the latter scheme but was not unanimous

11
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in its enthusiasm for the project. A minute of dissent recorded by Lord Ebbisham,
a recently-appointed director of the Southern Railway and former Conservative
MP for Epsom, opposed the tunnel on economic grounds. Ebbisham considered
the traffic projections to be inflated, and argued that the most predictable effects
were likely to be an adverse impact on British shipping and agriculture.>

It was evident that opposition within Whitehall was still entrenched. A state-
ment by the Government, now a Labour administration led by Ramsay
MacDonald, in June 1930, poured cold water on the Committee’s Report.
MacDonald’s stance was assisted on the one hand by Hankey’s continuing machi-
nations and on the other by the scepticism of Philip Snowden, the Chancellor, and
the Treasury.® The latter’s views were given additional force by the recommen-
dations of a special policy committee which included Sir Andrew Duncan
(chairman), John Maynard Keynes and Ernest Bevin among its members.>” This
committee was briefed by a single Treasury paper heavily critical of the presented
case for a tunnel. Unsurprisingly, then, its principal recommendation was that
should the private sector fail to produce the required financial support, the advan-
tages of a tunnel as presented appeared insufficient to justify either construction
by the public sector or financial assistance from the Government. The committee
also cocked a snook at the Channel Tunnel Committee for failing to bring forth
the necessary information on expected revenue and traffic generation. However,
in a parting shot the committee gave some comfort to tunnel supporters. Should
the tunnel be shown to be in the national interest, it argued, there was a ‘strong
case’ for government participation, either in whole or in part.’® The Government’s
statement saw no promise of gains in the national interest, however. It emphasised
the engineering and economic risks, encouraged by equivocal reactions from the
Board of Trade, which challenged the freight traffic benefits, noted the ‘luke-
warm’ response from British industry and agriculture, and contended that defence
costs would rise substantially, a view which continued to be expressed by the
Committee of Imperial Defence.”® Some Foreign Office officials were more
enthusiastic, but their views were not shared by either their Minister, Austen
Chamberlain, or their Permanent Under-Secretary, Sir Ronald Lindsay.®® There
was no consensus in railway circles either. The cause was scarcely helped by the
somewhat detached evidence presented to the Committee of Sir Herbert Walker,
General Manager of the Southern Railway (see below). And the railway press
included expressions of scepticism about the traffic forecasts supplied by the
promoters, notably a paper given by E. Godfrey, to the Great Western Railway
(London) Lecture and Debating Society in January 1930.%' Supporters were
therefore unable to reverse a half-century of opposition to the tunnel. A Commons
motion in support was presented by Ernest Thurtle as a private member on
30 June 1930. In the event the free vote was very close, the motion being defeated
by just seven votes (179-172).6

Three times a Channel Tunnel project had emerged — in 1883, 1913 and 1930,
and three times it failed to obtain the support of government. Throughout
the period from 1880 to 1945 military objections of various kinds remained

13
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a sticking point, reinforced by the opinions of those who preferred the status quo
to radical change. The tunnel was thought unlikely to offer an expeditionary force
an advantage over sea transport, while the commercial tunnel operations would
have an adverse effect on channel steamer services at ports such as Folkestone and
Newhaven, which the military might wish to use in the event of war.%® Furthermore,
the railway companies had invested in alternatives, operating a large fleet of
steamships and developing the train-ferry. The ferry concept was first employed
by the London & North Eastern Railway’s freight-only Harwich-Zeebrugge
service in 1924. In 1936 the Southern Railway introduced a train-ferry service
from Dover to Dunkerque for both freight and passengers, the latter travelling by
the much-vaunted ‘Night Ferry’.%

In fact, the attitude of the Southern was not entirely helpful in the inter-war
years. Committed to an ambitious electrification programme, but strapped for
cash, as all the ‘Big Four’ companies were, it could only emphasise the financial
burden it would face in providing railway works should the tunnel be built. When
representatives of the Channel Tunnel Co. met with those of the Southern in April
1929, it was agreed that a large station would have to be built near the tunnel
entrance at Sandling Jnc., and that the continental or ‘Berne’ loading gauge
should be adopted for the line to London. The total cost was put at a challenging
£10-12 million, and on top of this, the Southern wanted compensation for the loss
of shipping revenue (about £0.5 million a year) and for liabilities relating to cap-
ital expenditure at the channel ports.® It is true that the costs were scaled down
when the General Manager, Walker, first appeared before the Committee in July.
In the intervening three months he had been informed by the Nord Railway Co.
that the continental railways would be prepared to receive (and even build)
rolling stock to the smaller, English loading gauge. This concession would
reduce the capital burden facing the Southern to something nearer £3 million.%
Nevertheless, Walker’s overall lack of enthusiasm did not go unnoticed. He
maintained that the Southern would incur a net loss of £450,000 in the first year
of the tunnel’s operation, and there was a lively debate with one of the Committee
members, the banker Sir Henry Strakosch, about the traffic forecasts which the
railway manager favoured. Strakosch observed rather pointedly that while a
survey of trends since 1850 suggested that cross-channel traffic had been grow-
ing by over 4 per cent, Walker’s more limited projections suggested a growth of
under 2 per cent.®” The promoters’ cause was scarcely helped by such joustings.
Not for the first (nor the last) time, the railways’ attitude to the tunnel scheme
played a part in its rejection.®®

However, it is clear that the appeal to military risks dominated the arguments
against a tunnel. And the backcloth to the debate was a widely-held view that
Britain derived advantages, social and otherwise, from its physical separation
from the rest of Europe. Ebbisham hinted at this in his dissenting minute,
referring to the advisability, ‘in the case of an island people such as ourselves’, of
keeping ‘open all possible channels of communication’. Hostility to the idea was
often cloaked in emotional reactions to perceived social dangers. Many within
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Britain’s ruling elite exhibited a profound insularity, nursing varying degrees of
xenophobia about the likely effect of a physical connection with continental
Europe upon the ‘British way of life’. Rarely articulated publicly, such views
came to the surface, for example in the evidence given by the Earl of Crawford to
the Channel Tunnel Committee in 1929. Educated at Eton and Magdalen College
Oxford, Lord Crawford (1871-1940) had been Conservative MP for Chorley,
1895-1913, was a former chief whip and wartime minister and had served as
Chancellor of Manchester University since 1923. He explained that a tunnel
would expose Britain to a torrent of criminality, homosexuality, pornography and
drug trafficking — elements which, he claimed, were the particular preserve of
foreigners. Such views, which as many scholars have shown, have a long prove-
nance, were not to be underestimated when MPs came to vote.”” Campbell-
Bannerman’s personal opinion of the tunnel was characteristic of so many Prime
Ministers when in power over the 70 years to 1945: ‘I have never thought much
of the so-called military objections or seen actual danger in the proposed tunnel;
but undoubtedly it would cause great uneasiness and might lead to panic...
Besides, I doubt its commercial advantages to this country.” Unwilling to take on
the military, sceptical about the commercial prospects and wider economic
benefits of a tunnel, successive governments were, above all, determined to avoid
making a substantial financial commitment to the project. For justification they
fell back on the more emotional appeal to ‘Britishness’ and the protection offered
by the ‘silver streak’ or the ‘moat defensive’ in keeping Britain “virgo intacta’.’

The onset of the Second World War did not prevent discussion on the tunnel.
In the months before hostilities began, the French were actively promoting a new
scheme. André Basdevant’s ambitious single-bore tunnel, which incorporated a
four-lane motorway and, above it, a double-track railway, had been presented at
the International Exhibition of 1937. It was then sponsored in the French
Chamber of Deputies by Marcel Boucher.”! On the British side parliamentary
lobbyists pressed Prime Minister Neville Chamberlain for his support, but
without success. When the War began, the French Minister of Public Works,
Anatole de Monzie, made a statement advocating the construction of a tunnel
after the War, but this too fell on Chamberlain’s deaf ears.”? After the Dunkirk
evacuation in 1940 the Cabinet’s Scientific Advisory Committee was drawn into
the investigation of rumours that the Germans were secretly constructing a tunnel
as the precursor to an invasion; once again Hankey attempted to exploit the
occasion to maintain an anti-tunnel stance.”> However, in one thing the War
provided a positive stimulus to this much-debated project. The transformation of
military technology which it produced — aircraft, rockets, and finally the atomic
bomb — made the idea of barriers redundant, producing a major chink in the
military objections to a tunnel in the post-war period. From this point the barriers
to progress were other than military.

15



2

NEW ASPIRATIONS
The Channel Tunnel project, 1945—-64

1. The Military threat recedes, but economic
scepticism resurfaces

After the Second World War the military objections to the tunnel became
progressively weaker.! Initially, however, opposition in Whitehall was still
entrenched. Thus, when in May 1949 the Cabinet agreed to define its present
attitude ‘in case the matter should be raised by European Governments, either in the
Council of Europe or otherwise’, the Prime Minister, Clement Attlee, asked the
interested departments to submit their views in writing. The exercise, reviewed by
the Chancellor of the Duchy of Lancaster, Hugh Dalton, revealed not only that
ministers were unanimous in opposing the early construction of a tunnel, but also
that many of them opposed it in the longer-term. Sir Stafford Cripps, the
Chancellor, was particularly hostile: ‘This seems a vast waste of time’, he noted.>
The Chiefs of Staff noted that developments in military technology, for example
the atomic bomb, more effective bombing by aircraft and rockets, advances in
mining and submarine warfare, the use of aircraft for moving troops, and the
increased weight of military equipment, strengthened the case for a tunnel, though
they continued to argue that the military advantages were outweighed by the
military disadvantages.® And inside the Foreign Office, the archives revealed that
‘opinion...both official and ministerial, has always been heavily against the
tunnel’. There were dangers: ‘It is quite on the cards that France may fail to
recover spiritually, economically, politically and militarily; and that she will
succumb to Communism’. Lord Balfour’s observation was repeated — ‘As long as
the ocean remains our friend, do not let us deliberately destroy its power to help
us’. Finally, those familiar ‘psychological’ objections resurfaced. “There is still an
obvious significance, for the British people, in inhabiting an island having no
land communication with its neighbours’, the memorandum to Cabinet observed.
‘An important element in the character of our national life would be altered by the
creation of a land connection. .. one effect might for example be the weakening
of that unquestioning sense of superiority over the peoples of the continent which
forms an essential element in British self-confidence.”*

On the other hand, it was clear that by 1949 the Chiefs of Staff were ready to
concede that ‘the military considerations are of minor importance relative to any
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strong political and economic arguments for or against the project, always
provided adequate means of putting the tunnel out of action are incorporated in its
construction’. There were glimmers of opposition. In July 1954 Lance Mallalieu,
joint chairman of the Channel Tunnel Parliamentary Committee, pressed Alan
Lennox-Boyd, the Minister of Transport and Civil Aviation, about the long-standing
objections. The Minister replied: ‘I could not say that the old objections have been
all removed’. At the same time wartime sceptics, such as Lord Montgomery,
continued to echo Wolseley with their references to the benefits of ‘our island
home’. However, such arguments enjoyed less support in the late 1940s and 1950s
than they had in the 1880s and 1920s.> In the post-NATO world, the western
military establishment seemed to be more positive than negative. For example, in
1952 Supreme Headquarters Allied Powers Europe [SHAPE] had spent some
time evaluating the advantages of André Basdevant’s scheme for a large road-rail
tunnel.® In the following year a report by the Ministry of Defence’s Joint
Administrative Planning Staff concluded that a tunnel might offer ‘logistic
advantages’ in maintaining the line of command from Britain to the continent,
though it would be vulnerable to attack in wartime, and its cost, together with the
length of time it would take to build, scarcely made it an attractive proposition.’
In the more public arena, most commentators agree that 16 February 1955 was a
defining moment. In the Commons Mallalieu asked the Minister of Defence,
Harold Macmillan, ‘to what extent strategical objections still prevent the
construction of a road-rail tunnel under the Channel from England to France’.
Macmillan’s pithy response was: ‘Scarcely at all’.® By 1959 the British Chief of
the Defence Staff was able to brief his Minister that ‘the military advantages of a
Channel tunnel now slightly outweigh the disadvantages...Subject to the incor-
poration of means of putting the tunnel out of action in an emergency, there are
no valid military objections to the project’.’

The major stumbling blocks now were political and economic. The major
change in post-war Britain was the Labour Government’s nationalisation of the
basic industrial infrastructure. Britain’s private sector railway companies now
joined their French counterparts (nationalised in 1937) in the public sector, with
the establishment of the British Transport Commission in 1947. This meant that
from the standpoint of central government the consideration of the project moved
from that of sanctioning and regulating a private sector venture to that of having
to fund it within what later became known as the ‘public sector borrowing
requirement’. With Britain’s railways nationalised, Whitehall assumed initially
that the tunnel would have to be undertaken by the British Transport Commission,
in partnership with the Société Nationale des Chemins de Fer Frangais [SNCF].
As the MP Christopher Shawcross, founder of the revived Channel Tunnel
Parliamentary Committee (see below), put it in a note to Churchill in 1949: ‘It is
agreed by all parties that the ownership and maintenance of the Tunnel could
not now be, as originally proposed, in the hands of private enterprise’.!® And in
the climate of post-war austerity this was a remote prospect in 1945, or even in the
early 1950s. The departmental memoranda circulated inside the Cabinet in 1949
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make this clear. Both the Treasury and Board of Trade felt that such a large public
investment — put at £90—100 million — would have a ‘crowding-out’ effect at a time
when the post-war economic crisis was producing severe constraints upon capital
investment in transport.!! The latter found the economic case fragile. The tunnel
was unlikely to either produce a significant reduction in transport costs — “There
is no sense in spending a fortune to save a bagatelle’ — or, given the development
of air transport, attract large amounts of additional traffic. The Ministry of
Transport’s view was that there were many transport schemes ‘which would make
a far higher economic return... The maintenance of the present shipping routes
and particularly the improvement and development of the train ferry services (at
an infinitely less cost than a tunnel) are probably the right policy for us to
pursue’.'? In this way, economic considerations replaced military objections as
the principal obstacle.

Negative views persisted within the Ministry of Transport into the 1950s. After
lobbying from the French at a conference of European ministers of transport in
October 1954, the department re-examined the idea, but saw no reason to change
its mind as a letter to the Foreign Office in February 1955 made clear. Its con-
clusion was that: ‘having regard to the present facilities already provided by rail-
ferries, ships and air services across the Channel and to the future development
of air transport, there is no place for the Channel Tunnel in our transport system.
Moreover, whatever economic grounds may at one time have been advanced,
these are progressively disappearing. The project could only be undertaken at
great capital expense and would be unremunerative’.!> Eighteen months later,
support for closer co-operation with the French inside the Foreign Office pro-
duced a memorandum in September 1956 suggesting that the tunnel be revived as
part of the possibilities. However, there was no enthusiasm for this at Cabinet
level and therefore no minuted discussion. !4

2. Enthusiasm reasserted: the Channel Tunnel Company and
the Channel Tunnel Study Group

As military and civil service objections became less effective, the lobbyists took
up the challenge with renewed vigour after the War. The long-established Channel
Tunnel Company awoke after several decades in the doldrums. Essentially a
speculative fiefdom of the d’Erlanger banking family, it had reduced its capital to
£91,351 in 1897; paid-up capital in 1900 amounted to just under £80,000; the
remainder was called up in 1907. Annual general meetings were sparsely
attended; capital expenditure crept up slowly, reaching £73,000 in 1918, and
£89.000 in 1938."5 In 1931 William Collard of London and Paris Railway
Promoters Ltd had suggested to the d’Erlangers that the two companies should
merge and proposed an alliance of the d’Erlangers, the Rothschilds and an
American house. However, given the depressed circumstances of the time the
proposal was clearly a kite-flyer and was not taken seriously.'® The future of the
company was put in doubt following the death of the Chairman, Emile d’Erlanger,
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in 1939, and the loss of the shareholders’ registers, along with other key
documentation, in the blitz in 1941. However, rescue came from within the
controlling interest, the d’Erlangers, with about 24 per cent of the capital, and
the Southern Railway, with 26 per cent. In 1940 Leo d’Erlanger and Sir Herbert
Walker, now a Southern director, were co-opted onto the Board, and Walker took
the chair in 1941. On his death in 1949 he was succeeded by Leo d’Erlanger. The
latter’s enthusiasm for the tunnel, notwithstanding his interest in airlines, and
Walker’s change of heart were critical to the survival of the company. Walker’s
conversion at the age of 72, prompted in part by a seat on the board of United
Steel, echoed that of Prime Minister Gladstone in the nineteenth century — and
others who opposed in youth, but supported in old age. Under this new leadership
the Channel Tunnel Co. took a decisive step in encouraging the revival of the
Channel Tunnel Parliamentary Committee and the creation of a Channel Tunnel
Study Group.!”

In January 1947, at a dinner attended by members of both houses of parlia-
ment, Sir Herbert Walker, Gerard d’Erlanger, Harold Carvalho (Manager of the
Channel Tunnel Co. since 1929) and others, Christopher Shawcross, the Labour
MP for Widnes, revived the Channel Tunnel Parliamentary Committee.
Shawcross made the suggestion that it should take the form of a small study
group which would draw up a considered case for the tunnel. A group of 34 MPs
was then established, with Shawcross as chairman, Capt. Malcolm Bullock and
George Hicks as joint vice-chairmen, the inter-war campaigner Ernest Thurtle as
treasurer, and other notables as members, among them Ernest Davies, Arthur
Lewis and Francis Noel-Baker.!® Its initial report, produced in July 1947,
repeated the case for a twin-bore rail tunnel and put the cost at £45-65 million,
depending on the choice of lining material.'® Advice was then taken from
consulting engineers, and liaison was made with a similar group established in
France. Walker provided revised estimates of revenues, costs and returns in 1948,
and the Basdevant road-rail alternative was dismissed, with the help of George
Ellson, who had succeeded Sir Percy Tempest as engineer to the Channel Tunnel
Co. in 1927.20

Revival in Britain was matched in France, where a parliamentary group was
also set up and, notwithstanding the disappointments of the previous 70 years, a
fresh wave of enthusiasm emerged. However, it was to be almost a decade after
the initial expression of support in the two countries in 1947-8 before anything
very tangible emerged. By this time there were a number of supportive and
dynamic individuals in prominent positions in France. They included Réné
Mayer, President of the Council and a former Vice-President of the Nord Railway,
Louis Armand, Director-General of the SNCEF, Jacques Chaban-Delmas, Minister
of Transport, Paul Leroy-Beaulieu, economic adviser at the French embassy in
London, and Joseph Laniel, related to the Fougerolles, developers in the 1920s of
an innovative, slurrying method of waste extraction. In England, too, there was a
change of personnel. Shawcross left the Commons in 1950 and the chairmanship
of the Parliamentary Committee passed to William (later Sir William) Teeling,
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Conservative MP for Brighton (Pavilion). The two sides then came together. In
1955-6 Leroy-Beaulieu, a director of the Chemin de Fer Sous-marin and grandson
of its first chairman, Michel Chevalier, met Leo d’Erlanger, grandson of
Frederick d’Erlanger, a chairman of the British company. They agreed that a more
concerted effort should be made to progress the project by enlisting the support of
the Suez Canal Company (Compagnie Universelle du Canal Maritime de Suez),
whose concession was due to run out in 1968.2! In fact, Colonel Nasser’s seizure
of the Canal in July 1956 encouraged the Suez Co., then led by Jacques Georges-
Picot as Director-General, to contemplate new opportunities more rapidly than had
been expected, though direct participation was hindered initially by the existence
of a disputed claim for compensation from the Egyptian Government.??

At the same time, there was a promise of support from the United States, the
result of an apparent case of contingency theory. A New York lawyer, Frank
P. Davidson, and his French wife, Izaline, made a trip to Europe in 1956 and
encountered bad weather on the channel crossing. They then got together with a
number of influential members of their family and friends to ‘do something’
about a tunnel. The most important were Mrs Davidson’s brother-in-law, Comte
Arnaud de Vitry d’Avaucourt, a senior executive with Socony Mobil Oil;
Professor Cyril J. Means, Jr., former arbitration director of the New York Stock
Exchange; William Buchan, a well-connected British public relations consultant;
Claude Arnal, an engineer; and Davidson’s brothers, Alfred and John.?* In
December 1956 Davidson wrote to the British and French tunnel companies to
offer them the prospect of ‘dollar funds’.>* Then in February Means was sent to
Europe to make contact with the tunnel and Suez companies and offer American
backing. This was the first of a number of visits. Later on, accompanied by
Buchan, he spoke to officials in the Foreign Office, the British Embassy in Paris,
and the French Ministry of Public Works. Additional lobbying was conducted in
Britain by the consulting engineer, Brian Colquhoun.?> The outcome was that
Davidson and de Vitry established Technical Studies Inc., with backing from
Dillon Read, J.P. Morgan and Morgan Stanley, to provide American finance for a
full technical investigation.?® The move was followed, in July, by the creation of a
more substantial Channel Tunnel Study Group (CTSG). The new Group was oper-
ated as a financial syndicate, putting up an initial sum of £100,000, later raised to
£255,000. Stakes were held by the old British and French tunnel companies
(30 per cent each), the Suez Co. (30 per cent), and Technical Studies (10 per cent).
The Group was administered by a supervisory board led by René Massigli,
former French Ambassador in London, as chairman, and subsequently by
Sir Ivone Kirkpatrick, former Permanent Under-Secretary at the Foreign Office,
as co-chairman.?’ This was able to draw upon the services of some particularly
influential managers, including: Louis Armand of the SNCF, which was a major
shareholder in the French Channel Tunnel Co.; Baron Charles de Wouters
d’Oplinter, President of the International Road Federation (Paris), a minority
shareholder in the French group; and Alec Valentine, representing the British
Transport Commission, which had acquired the Southern Railway’s stake in the

20



NEW ASPIRATIONS, 1945-64

British Co. in 1947.2 The new Group was no less assertive than Watkin and his
colleagues had been three-quarters of a century before; and, like its predecessors, it
was to experience a long and frustrating period of ‘stop-go’ in its relations with
government — in this instance for some 18 years.?’

Blissfully unaware of the way history was about to repeat itself, the Channel
Tunnel Study Group lost no time in undertaking work of its own. A preliminary
report from Brian Colquhoun & Partners, commissioned by Technical Studies Inc.
and the Channel Tunnel Parliamentary Committee, was produced in April 1957. It
provided an historical resumé and made numerous recommendations as to how the
promoters might pursue the necessary investigations. Although Colquhoun noted
that existing knowledge of the strata between the coasts was ‘almost entirely
conjectural’, he reaffirmed the opinion of the Victorian engineers that the lower
chalk offered the best prospects for tunnelling, and followed the position adopted
by William Low, and later by Sir Francis Fox, that the Folkestone-Sangatte route
was to be preferred.3’ The Colquhoun report acted as the basis for further research,
presided over by the engineering consultants René Malcor, Ingénieur en Chef des
Ponts et Chaussées, and Harold Harding, Vice-president of the Institution of Civil
Engineers. Work was commissioned on five fronts: traffic forecasting; geological;
civil engineering; finance; and legal. It gave every impression of being a most
thorough exercise. Preliminary technical advice was provided by a small commit-
tee led by Léon Migaux, President of the Compagnie Générale de Geophysique in
Paris. Evaluations of the economic prospects were made using the firms Société
d’Etudes Techniques et Economiques [SETEC], the Economist Intelligence Unit
and de Leuw, Cather & Co. of Chicago. Geological work was progressed by two
advisers, Professor J.M. Bruckshaw of Imperial College, London, and Professor
Jean Goguel, Ingénieur Général des Mines, together with Dr William Smith,
seconded to CTSG from the United States Geological Survey,’! and a number of
specialist firms, including Richard Costain and George Wimpey.*? Civil engineer-
ing was commissioned from four consulting firms: Société Générale
d’Exploitations Industrielles [SOGEI]; Sir William Halcrow & Partners; Livesey
& Henderson; and Rendel Palmer & Tritton.** Financial advice was provided by
an impressive array of banking associates, including de Rothschild Freres, Banque
de I’Union Parisienne, Erlangers, and Morgan Grenfell** In all, the Group and its
constituent companies spent over £500,000 in preparing what was in effect a
preliminary prospectus.’® The culmination of its efforts was the publication on
28 March 1960 of a 30-page report, which was presented to both the British and
French Governments. It was followed on 25 July by a more considered statement of
the economic benefits. The Group’s work was the most comprehensive evaluation
of the prospects for a tunnel yet produced.*®

3. The Government’s response, 1957—60
While the Study Group went about its work the British Government necessarily

retained an interest in its activities. First of all, the Government was in essence
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one of the promoters. Its public corporation for transport, the British Transport
Commission, held a 26 per cent stake in the British Channel Tunnel Co., and it
retained a substantial (44 per cent) shareholding in the Suez Co. (though without
commensurate control).’” Second, its attitude to the tunnel was shaped by the
changing political and economic environment that emerged with the post-war
recovery of France and West Germany, and the establishment of a ‘Common
Market’ bloc following the Treaty of Rome. Thus, while the promoters’ height-
ened activity in 1956—7 obviously attracted the attention of Whitehall, it was
Britain’s decision to participate in a European free trade area, and support for
closer economic ties with France, which encouraged the Cabinet to re-examine
the issue in May 1957. By this time the Foreign Office had become more bullish,
in marked contrast with its stance over the previous 70 years. In January the
British Minister in Paris, Sir George Young, had suggested that a positive
announcement about the Tunnel might be made at the time of the Queen’s visit to
Paris in April. Once again, a rough sea crossing served to concentrate the mind:
‘In the course of a recent hellish crossing on the Night Ferry’, he remarked, ‘my
thoughts inevitably turned, as so often before, to the Channel Tunnel’.® Inside the
Foreign Office, civil servants did not regard the Ministry of Transport’s sceptical
position as unassailable. The participation of American financial interests from
1956 raised the possibility that private sector financing might be feasible. As a
percipient minute by C.M. Anderson, Assistant to the Head of the Western
Department, noted: ‘The project would clearly be very costly, but there is no
evidence that full consideration has ever been given to (a) raising the capital
privately and/or recovering the cost by means of tolls; (b) distributing the cost in
such a way that the British share of it was small...; (c) relating the cost of the
project itself to the likely increase in revenue to the economy as a whole from an
increased tourist trade and other possible benefits’.>* Furthermore, the potential
participation of the Americans was an attraction to some inside the Treasury. Lord
Harcourt of Morgan Grenfell, who was in Washington as head of the Treasury
delegation, had formed the opinion that about two-thirds of the $300 million
required might be raised in the United States and Canada. Such an investment
would be a welcome relief to dollar-starved Britain and France, and the episode
was reported by Sir Herbert Brittain, Second Secretary to the Treasury, in a letter
canvassing departmental opinion in April 1957.4°

On the other hand, for others the prospect of American participation was prob-
lematic. There was a case for excluding American finance in order to retain the
‘essentially European’ character of the project. Concern about the bona fides of
some of the promoters was also evident.*! More importantly, there was a fair
amount of scepticism inside Whitehall about the economic case for a tunnel, and
the voices of the doubters became louder the closer one got to the departments
with a more direct interest in it, viz. the Ministry of Transport and the Board of
Trade. The Minister of Transport and Civil Aviation, Harold Watkinson, raised the
matter both in the Cabinet’s Economic Policy Committee and in the full Cabinet,
but his initial proposals, to highlight the issue by announcing a re-evaluation in
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parliament, and to contact the French Government about a possible joint approach
to preliminary surveys, fell on deaf ears.*> Discussion at the Cabinet meeting on
2 May carried the message that Britain should avoid being rushed into any com-
mitment and should make no public announcement. ‘The Cabinet were reluctant
to conclude, without further enquiry, that the balance of considerations would
favour the construction of a Channel Tunnel. Our economic interests might be
better served by devoting our share of a possible expenditure of £200 millions to
the improvement of our roads and ports. Germany would probably become our
most important market in the proposed free trade area and the development of an
adequate ferry service to the Rhine might prove a more valuable investment. The
construction of a Channel Tunnel would make it easier for European manufacturers
to compete effectively in our home market’. Instead it was agreed that the
Minister of Transport, in consultation with the Chancellor, should make a study
of the best way to handle continental European fieight traffic (passenger traffic
was not to be examined), taking into account revived interest in the Channel
Tunnel.*® Young, the British Minister in Paris, was disappointed with the
response. Encouraged by some of his Foreign Office colleagues to expect an
expression of benevolent support, he noted that the tone of the Cabinet minute
suggested that the Government was ‘veering towards malevolent neutrality’.**
The inter-departmental study was neither a deep nor rigorous affair.
Undertaken in a few weeks, it drew on a conventional, and rather gloomy,
memorandum prepared by the British Transport Commission. The origins of this
document lay in a report by Leslie Harrington to the Commission’s shipping and
international services’ sub-commission in March 1957, which was as cautious as
the Southern Railway responses had been in the 1920s and 1930s. The capital
required for the tunnel was estimated to be £180 million, before any provision for
compensation or write-offs in connexion with shipping and harbours. Gross
revenue was put at £12.5 million; after deducting operating costs, maintenance,
interest (at 5 per cent) and amortisation charges, there was a small surplus of
£489,000. Harrington thus concluded, with characteristic understatement, that
‘this might not seem an attractive investment’.* The report passed on to govern-
ment departments on 10 May 1957 was essentially the same calculation. The
capital cost was raised to £235 million by including the cost of servicing capital
during construction and the losses on port and shipping assets; gross revenue was
increased by 12 per cent to £14 million (46 per cent of which was to come from
freight). The estimated net revenue of £11.5 million promised a return of about
5 per cent, reckoned to be ‘well below a reasonable commercial return for the
risks involved...the tunnel would appear to be a viable though not a very
profitable undertaking’.*¢ There was some dissatisfaction with the Commission’s
rather unadventurous approach. A.T.K. Grant of the Treasury felt that the
Commission’s calculations were ‘highly conventional’. Existing traffic levels and
rates had been taken as the basis for the estimated return and no attempt had
been made to model price elasticities at lower rates.*’” On the other hand, as
Matthew Stevenson, an Under-Secretary, pointed out, manufacturing industry
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was accustomed to gross returns of 20 per cent, and if the calculation of 5 per cent
were correct ‘this project would probably never start on a private basis’.*® And
the Ministry of Transport, preoccupied with road transport at home,* was not
persuaded to depart from its rather jaundiced view of prospects. Passenger traffic
benefits were accepted, but largely discounted on the basis that the outward flow
of tourists would greatly exceed the inward flow. As for freight, a tunnel would
obviously limit traffic to a fixed route. A road tunnel would be preferable to a rail
one, but would be prohibitively expensive to construct. As an alternative, the
prospect of roll-on roll-off ferry services attracted the department’s support.
These would provide more route flexibility and lower transport costs. The
reassessment thus produced the conclusion, conveyed to the Cabinet on 25 July
by Watkinson, that there was ‘no pressing need for the construction of a Channel
Tunnel’. There was ‘no clear prima facie case for building a tunnel in order to
help our trade with the Continent. .. goods might be moved almost as quickly, and
with greater flexibility as to route at much less cost, by other methods such as
ferry ships.”>® One should have some sympathy for this caution given the eco-
nomic environment of the mid-late 1950s. Fuel rationing during the Suez crisis
had disrupted road transport, and railway deficits were building up within the
British Transport Commission. The railways’ net operating account revealed a
deficit — of £16.5 million — for the first time in 1956, and the overall deficit, after
deducting a contribution to ‘central charges’, was £57.5 million.’' Later on, in
January 1958, a Chancellor of the Exchequer, Peter Thorneycroft, and his team
resigned after failing to convince the Cabinet about the need for deflationary
measures, including public expenditure cuts.’?> The Government’s attitude to the
newly-created Study Group, if cool, was not entirely hostile. While it felt that the
Suez Co. should refrain from investing in speculative ventures such as the tunnel,
it made no objection to the company taking a stake in the Study Group. The
Government felt it ‘unwise’ to allow one of the British Government directors to
serve on the syndicate since this ‘might appear to commit the Government to
support the project’. Instead, a watching brief on the syndicate’s activities was
established through the appointment of Valentine, a member of the British
Transport Commission and a director of the British Channel Tunnel Co., as an
informal Government representative.>?

Thereafter the trail went a bit cold. However, in June 1958, six months before
his election as President of France, General de Gaulle had spoken enthusiastically
about the channel tunnel at a meeting with the British Prime Minister, Harold
Macmillan, and a year later Leo D’Erlanger, Chairman of the British Channel
Tunnel Co., had made a bullish and much-publicised address to the company’s
AGM. Consequently, when in June 1959 Macmillan told the Chancellor, Derick
Heathcoat Amory, that he was ‘a little worried’ about the tunnel the Whitehall
machine swung into action again. Because Macmillan was anxious though by no
means enthusiastic — ‘there seems to be a lot going on, and some people may be
getting committed’, he noted — there was a need for the Government to clarify its
position once more, and the Minister of Transport was asked to bring his 1957
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paper up to date.* By this time the Channel Tunnel Study Group had made
considerable progress with its numerous surveys and reports, and the several
departments endeavoured to monitor the process with their intelligence gathering.
Expectations were that the Group would be ready to publish a report by the end of
the year, and that the several consultants favoured a rail-only tunnel. The private
sector was expected to provide most of the finance. Civil servants noted that the
cost of construction was likely to be nearer to £100 million than to £200 million.
The latter figure, put forward by the British Transport Commission, was now
reckoned to have been ‘in the nature of a wild guess’, before the type of fixed link
had been identified.>> At the Cabinet meeting on 23 July, Watkinson was able to
state that the tunnel ‘seems feasible from the geophysical and engineering point of
view, and shows a reasonable prospect of paying its way’. Officials from five
departments were then asked to examine some of the problems raised by the tunnel
project without waiting for publication of the Study Group’s Report.>® They also
assessed the prospects for funding, in particular from the Suez Co. and the French
Government.>” Their tentative conclusions represented a considerable softening in
attitudes. The tunnel was expected to bring trading advantages by offering
new services at lower rates, and there would be no objection to it if it remained
a privately-funded venture. There would be little impact on the ‘tourist balance of
trade’ and distinct political advantages in improving relations with the rest of
Europe, particularly with the six common market countries, who were concerned
about Britain’s refusal to join and its plans for a free trade alternative.’® The latter
point was pressed by representatives of the Foreign Office, where both
Sir Gladwyn Jebb [later Lord Gladwyn], the British Ambassador in Paris, and Sir
Anthony Rumbold, an Under-Secretary, were self-professed ‘keen tunnellers’.>’
Not all Cabinet members were warming to the tunnel. A notable sceptic was
Lord Hailsham, Lord President of the Council, who in a terse note to Watkinson
had remarked: ‘I certainly hope that we shall not go in for a Channel Tunnel. The
economic case is at best ‘not proven’. I regard de Gaulle’s enthusiasm as anything
but a commendation. And, despite everything the experts say, I am quite uncon-
vinced that there is not a defence risk. There is always a risk in defence when you
create a new postern’.°® And there were anxieties elsewhere, not least about the
funding of the project. Here the British Government appeared to want it both
ways. On the one hand officials wished to avoid a financial commitment and to
keep any contribution small. The Bank of England’s view was that Britain’s
participation ‘should be nothing more than a token and a small one at that’.%!
There was also some amusement at the flurry of correspondence from one of the
British Government directors of Suez Financiere, Sir Francis Wylie, who not only
sought to stir up some anti-tunnel sentiment aimed at Georges-Picot but made it
clear that the company’s financial contribution was unlikely to be larger than
£2 million.®? On the other hand, alarm was expressed when Alfred Davidson of
Technical Studies Inc. reported that about half of the capital might come from the
Americans, a concern compounded by initial reports that the French Government
were reluctant to participate financially.%® The uncertainty of the funding situation
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remained perplexing for the Government, and on the other side the promoters
were naturally worried by the silence from Whitehall. Delay in providing a
response to Sir Ivone Kirkpatrick, Co-chairman of the Study Group, who had
asked the Government for an indication of its views, was only to be expected
given a general election in October and a change of minister at Transport.**
However, when at last the Cabinet considered the state of play, in February 1960,
the general attitude was supportive. The Minister of Transport, now Ernest
Marples, in presenting the officials’ report, noted that the Tunnel was technically,
economically and legally feasible, and its military advantages outweighed the dis-
advantages. He suggested that he should inform Kirkpatrick in fairly warm terms
that the Government was prepared to look sympathetically at a commercially
viable scheme. The Foreign Secretary, Selwyn Lloyd, while nursing “a slight pre;j-
udice for emotional reasons against the project’, argued that given the enthusiasm
of the French Government there was much to be said for supporting it. The Tunnel
‘could be made a symbol of Her Majesty’s Government’s desire to draw closer to
Europe and of our realisation that the days of “splendid isolation” are no more’.%
The Cabinet, at its meeting on 18 February duly concluded that ‘on grounds of
international policy’ an indication of the Government’s attitude be given to the
promoters along the lines suggested by Marples.®

4. The Channel Tunnel Study Group’s 1960 Reports

The Study Group’s initial report of March 1960 was a rather slim document,
though the authors made it clear that it was derived from numerous reports and
23 years of detailed study.” Not only did it refer to investigations of all the
possibilities for a continental connexion, including a bored tunnel, immersed
tube, bridge, and a bridge-tunnel combination, but it also provided engineering
and financial support for its preferred option — a twin-bore, rail-only tunnel or
single-bore immersed tube, with road vehicles to be conveyed on flat trucks. The
former was given greater prominence in the text, and was thus in many ways a
reworking of that advocated by William Low in the 1870s (see Figure 2.1 and
above, pp. 1-6), the only substantial change being the addition of a service tun-
nel. It also provided the basis for both the scheme of 196675 and its successor in
1985. The geological surveys, incorporating new ‘sonar’ techniques, confirmed
the opinion of the French engineers in 1875—6 that the lower chalk stratum was
continuous. A rail tunnel, 32 miles long (23 miles under the sea) would take five
years to construct and would cost £109.8 million, including £80 million for the
engineering work, £9.8 million for railway installations, and £20 million for
terminal stations and rolling stock. French road improvements would add
£2.2 million to the cost, while the cost of financing the construction was put at a
further £20 million, making £129-32 million in all. The consultants’ traffic sur-
vey produced forecasts of 3.2 million passengers, 676,000 cars and 1.2 million
tons of freight on opening in 1965, with increases of 52, 67 and 29 per cent
respectively after 15 years (see Table 2.1). A return on capital was not given in the
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NEW ASPIRATIONS, 1945-64

published Report, but if the promoters were correct in assuming that an
investment of about £130 million would be required, then their estimated revenue
figures suggested a net return of 8.0 and 12.5 per cent respectively (Table 2.1).

The promoters did not spell out the operating economics on which their opti-
mism was founded, however, and their financial survey provided some surprises for
those who had been encouraged to believe, during the three years of preparatory
evaluation, that the private sector would bear all of the risk. Indeed, the promoters’
failure to convince either the Government or the media of the scheme’s financial
viability was a major weakness and played into the hands of the (still considerable
number of) opponents. ‘In view of the magnitude of the project’, the Report stated,
‘the conclusion has been reached that if it is desired that the undertaking be
financed exclusively by private capital, then various assurances would have to
be forthcoming without which private capital could not be expected to run the risks
involved.” The preferred course of action was to create an international company to
finance, construct and own the tunnel. The company would be highly geared, with
80 per cent of the capital in the form of fixed-interest bonds (6 per cent, with a
convertibility option, was suggested), and it would require numerous ‘exemptions,
guarantees and assurances’ from the two governments. These embraced: an
exclusive 99-year concession for construction and operation with power to assign;
specified conditions for government purchase at an agreed price; exemption from
company taxation; and protection against construction cost ‘over-runs’. Then,
because it was envisaged that British Railways and the SNCF would jointly operate
services under a long-term leasing arrangement, the promoters required the
governments to either enter into the lease themselves or provide a guarantee of
the obligations undertaken by the railway enterprises as lessees. These included a
guaranteed minimum annual payment, protection of toll levels in real terms, and
responsibility for the construction and maintenance of the railway infrastructure and
rolling stock. On top of all this, it was expected that the Channel Tunnel bonds
themselves would carry a direct guarantee from either the two governments or the
railways. The promoters demanded that investors be protected from the risks of
abandoned construction, a delay in completion, or the tunnel ‘becoming unusable
through operation of force majeure.” They also required a commitment to make
available the necessary foreign exchange to enable the company to pay dividends,
interest on securities issued in other currencies (presumably dollars).%

While from a contemporary standpoint some of these demands were scarcely
surprising and even prescient, in 1960 the list seemed so extensive as to turn the
project into a public venture. David Serpell, newly-appointed Deputy Secretary at
the Ministry of Transport, noted on 5 April 1960 that ‘the financial proposals,
which involve a great deal of Government support, were not expected nor very
welcome.” His former Treasury colleague, Stevenson, went further: ‘I doubt
whether H.F. (Home Finance Division) need read more than Chapter V
(‘Financial Study’). This proposition has turned out a good deal less private and
a good deal more governmental than was at one time expected and even those
who were sympathetic to the Tunnel at an earlier stage are going to have second
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thoughts’.®” Marples, in briefing Macmillan, felt that the demand for government
financial backing precluded his speaking to Kirkpatrick in ‘sympathetic’ terms.
The Chancellor, Heathcoat Amory, wrote on his copy of the letter: ‘This
information is useful. It rules out the possibility of our ‘blessing the scheme’.”’
Fed by the criticisms of vested interests, the private enterprise ferry companies
such as Townsend, those developing the hovercraft, and Eoin Mekie, Chairman of
the vehicle air ferry operator Silver City Airways, the reaction of the media was
also cool. The Times, for example, referring to the Report on the same day that
the proposal to build a London motorway ring [M25] was announced, made much
of the guarantees expected from government. In a leader entitled ‘Taxpayers’
Tunnel?’, it found that the suggested financial arrangements ‘do not make sense.
British and French tax-payers would be asked to underwrite, directly or indirectly
through their railways, £110 m. out of a total £130 m. investment. At that rate they
might as well have the equity and any residual profits as well. .. there is no justi-
fication whatever for committing taxpayers to big risks against the expectation
only of profits accruing to others’. The Economist, in an article headed ‘Pie
Under the Sea’, took the same view, and went on to assert that nobody believed
the tunnel ‘would pay as a private commercial enterprise’. The reception was
clearly not what the promoters either expected or wanted.”!

While a Whitehall working party led by David Serpell presided over a further
round of departmental soundings,’?> the promoters lobbied energetically in an
attempt to rescue the situation. The attention of ministers and civil servants natu-
rally focussed on the extent of the required guarantees,”® though doubts were also
expressed about the robustness of the tunnel traffic estimates, and the strength of
support from the French Government, which also found ‘le plan financier’ unac-
ceptable and did not apparently want to do anything to appear to integrate the UK
into Europe.” One of the most worrying aspects for the two governments was the
request for a guarantee on cost over-runs. Here, previous British experience, with
the Clyde tunnels (a 200 per cent over-run), the M1 and the Runcorn-Widnes bridge
(about 100 per cent), was far from reassuring. As one Treasury official correctly
observed, ‘there have been tremendous differences between early estimates and
final costs when they have been separated by a number of years...Even if the
Channel Tunnellers did much better and suffered an error of only 50% this would
mean H.M.G. footing the bill for £40 m., apart from any allowance for possible
increases in the cost of materials and wages.’”> A further complication was the
investment required from the British Transport Commission, which had welcomed
the Study Group’s Report.”® Not only had its handling of the railways’ major invest-
ment programme of 1955 — the ‘Modernisation Plan’ — inspired sharp criticism by
1960, but its finances had also deteriorated sharply since 1956. The railways’
operating loss amounted to £84 million in 1959 and was set to exceed £100 million.
Indeed, in March 1960 the Commission’s affairs were made the subject of a secret
inquiry conducted by major industrialists led by Sir Ivan Stedeford of Tube
Investments, together with civil servants Matthew Stevenson and David Serpell.
Since the Ministry of Transport had placed an embargo on all major new projects
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by the Commission, the proposal that it should invest in tunnel infrastructure and
make financial guarantees of tunnel revenue was naturally disturbing.”” However,
before the Ministry of Transport could produce a considered evaluation of the
March 1960 Report,” the promoters came up with a revised set of proposals. On
15 July 1960 Leo d’Erlanger sent Macmillan a memorandum containing modified
proposals; ten days later a supplementary report on ‘economic benefits’ was pro-
duced. The promoters then met senior officials from the Treasury (Sir Frank Lee,
Sir Thomas Padmore) and Ministry of Transport (Sir James Dunnett and David
Serpell) to explain their proposals.”

More reassuring noises were now made about the proposed financial arrange-
ments. The Study Group accepted that the British Government were reluctant to
see substantial investment by the British Transport Commission, and therefore
offered to raise the capital for the British railway terminal and associated infra-
structure (but not the rolling stock), adding £29 million to the private sector’s share
of the investment.®° It was also made clear that the Tunnel Co. shareholders would
bear the risk of their investment (20 per cent of total) in the event of delay, over-run
or abandonment. Finally, the Group offered to dispense with some of the guarantees
and assurances required from the two governments. It argued that the bonds might
be marketed without direct government guarantees provided that a head lease of
the Tunnel were entered into directly by the governments in return for an amount
sufficient to cover interest on and amortisation of the Bonds. The governments
would then sublet to their railways. A supplementary document on economic
benefits spelt out the results of the consultants’ cost-benefit analysis. It was
pointed out that the Tunnel would have four times the capacity of an expanded
ferry fleet necessary to carry the estimated traffic in 1966. It would also provide
‘substantial economic benefits to passengers, motorists, shippers and other users,
to the Railways...and to the British and French nations’. User benefits were
computed at £469 million over the period 1966-2015. The gross economic
value of the tunnel, discounted at 5 per cent, amounted to £419 million over
the same period, exceeding that of a ferry operation by £342 million. The ‘net
return’, that is, the gross economic value minus net ferry revenue summed to an
impressive £1,149 million (Table 2.2), implying a ‘time adjusted rate of return’ of
14.2 per cent.®!

While the Study Group made this message of substantial economic benefits the
subject of a public relations campaign, orchestrated by E.D. O’Brien, the former
publicity director for the Conservative party,? the two governments embarked on a
further examination of the proposal. On the British side, a final report by Whitehall
officials was completed in October 1960 and, as in 1957, was considered by both
the Economic Policy Committee and the full Cabinet. There was little new in the
process. The revised financial package made the tunnel intrinsically more attractive,
but the Government continued to nurse reservations. It was considered extremely
risky to assess the tunnel’s prospects in a period of rapid technological change in
transport, and there was now the additional complication of introducing a mix of
public and private investment in Britain’s railways. As Stevenson put it, ‘I cannot
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help thinking that this project comes up a generation too late in terms of economics
and finance’.%> When Marples reported to the Economic Policy Committee in
November, he noted that there was some uncertainty about the estimates of capital
costs and revenue. However, the main stumbling block was financial. The promot-
ers were still asking for tax exemption and a government lease operating from a
fixed date which would in effect guarantee their obligations to bondholders.? These
proposals were ‘quite inappropriate to a private venture’ and therefore “unaccept-
able as they stand’. Notwithstanding d’Erlanger’s assurances that three-quarters of
the capital might come from outside the UK, the investment would crowd out other
worthy transport schemes. This view was accepted by the Committee and endorsed
by the Cabinet on 25 November. However, there was some nervousness about
informing the Study Group since the Government did not wish to be placed in a
position where the French were able to blame Britain for having rejected the
project. Consequently, its decision to reject the revised financial proposals
remained confidential.®

5. Bridge v. Tunnel 1960-3

By this time, there was a further complication. Before the Study Group could
make its main report public in April 1960, a consortium of three construction
firms, the Compagnie Frangaise d’Entreprises, Dorman Long in Britain, and
Merritt-Chapman and Scott of the United States, had approached it with a new
proposal for a bridge. This was the first serious scheme of its kind since the
Hersent-Schneider bridge of 1889 and that put before the Channel Tunnel
Committee by Sir Murdoch MacDonald & Partners and A. Huguenin in 1929.%
When the Study Group maintained its preference for a tunnel, the French pro-
moters went on in December 1960 to form their own organisation, the Société
d’Etude Du Pont sur la Manche (Channel Bridge Study Group), in order to lobby
for the alternative. Their £211-15 million bridge was to extend for 20.3 miles
from Dover to Calais and provide two railway tracks, five lanes of motorway and
two cycle tracks, resting on 164 reinforced concrete piers. This new entrant in the
field enjoyed substantial support in France. Led by Jules Moch, a former
Minister, it had the backing of road interests such as the Union Routiere de
France, trade associations for iron & steel and petroleum, major firms (Creusot,
St. Nazaire-Penhoét) and leading banks such as Crédit Lyonnais and the Banque
Nationale pour le Commerce et 1’Industrie.?’ In Britain, the steel industry was
anxious to back such an output-consuming venture, and the promoters were also
able to secure the lobbying assistance of the former British Ambassador in Paris,
Lord Gladwyn. Moreover, with a Minister of Transport in Marples, who was a
firm supporter of road transport (and indeed had a background in the industry via
his road construction company Marples Ridgeway), and civil servants in Dunnett
(Permanent Secretary from April 1959) and Serpell, who favoured a smaller,
more cost-effective railway industry, it was only to be expected that this new
development should throw the whole matter into the melting pot again.®
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The Channel Tunnel Study Group continued to lobby hard for the tunnel in
1961,% but there was something of a stalemate in government circles since no
fresh financial proposals were being put forward, and this impasse was reflected
in bouts of fencing at parliamentary question time.”® Indeed, there were other
distractions too, although some of these had a bearing on the tunnel debate. First,
it was announced in a White Paper in December 1960 that the financially ailing
British Transport Commission would be dismantled and divided into bodies
responsible for each of the separate modes of transport, and notably, for railways,
the British Railways Board. The change was anticipated by the appointment in
June 1961 of Dr Richard Beeching, a member of the Stedeford Advisory Group,
as chairman of the Commission (and chairman-elect of the British Railways
Board) in place of General Sir Brian Robertson. This fundamental shake-up of
nationalised transport, which was accompanied by further restraints on spending
and the publication in April 1961 of a key Treasury White Paper requiring public
sector corporations, inter alia, to achieve defined rates of return on investment,
did not suggest that there would be room for investment in the luxury of a channel
tunnel.’! Nor, indeed, did the emergence of a competing Anglo-French venture,
the supersonic plane Concorde, whose origins lay in design work in 1959-60 and
which by 1961 had seen British Government opinion favour collaboration with
the French rather than with the Americans.”> On the other hand, the United
Kingdom had applied to join the European Economic Community in July 1961,
and Foreign Office officials regarded the Tunnel as a minor but not insignificant
element in the negotiations between the parties.”> Thus, by the time the bridge
promoters had revealed their scheme in September 1961, it was clear that some-
thing more had to be done at governmental level. Indeed, in August the French
Government had finally decided to initiate discussions with the British about the
‘ouvrage fixe’ [fixed link], whether tunnel or bridge.**

In November Marples and Robert Buron, the transport ministers of the two
governments, met in Paris and agreed with Marples’s suggestion that a joint work-
ing group of civil servants be established to evaluate the two proposals on the
table.”> Marples was characteristically cagey. When pressed on the bridge v. tun-
nel issue on his return from Paris, he replied, ‘I never back the horse until I see
the form’.°® But he was also representing the views of his officials, who were
thought in more enthusiastic Foreign Office circles to be using the issue as an
excuse to shelve the project. Roderick Sarell, for example, ‘was distressed by the
atmosphere of sceptical destructiveness’.”” The outcome was yet another long
period of exhaustive investigation, and it was not until September 1963 that the
findings of the working group were published simultaneously in Britain and
France (in Britain via a White Paper from the Ministry of Transport).”® The new
inquiry was led by a steering group chaired by David Serpell and Robert
Vergnaud (the latter was replaced by Jean Ravanel, Commissaire du Tourism, in
June 1962). There were four sub-groups, finance (Evan Maude, P. Dargenton),
technical (Peter Scott-Malden, J. Mathieu), economic (Gordon Bowen, Philippe
Lacarriére), and diplomatic (Roderick Sarell, A. Jordan).”” The civil servants
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conducted a full evaluation of the fixed link and the two competing proposals,
and, as with earlier work, covered technical, legal, economic and financial
aspects.'!? In the course of the inquiry there were some complications. First, the
bridge promoters submitted an outline proposal for a composite structure (bridge-
tunnel-bridge), then in March 1963 a body calling itself SETCM advanced the
idea of an immersed tube for joint road-rail use. Both schemes came too late to
be given a full examination.'?!

The final report was presented to the respective transport ministries in July
1963 and published in the following September. Unsurprisingly, given its civil
service origins, it was a cautious document. Nevertheless, the working group did
record its preference for the rail-only tunnel scheme developed by the Channel
Tunnel Study Group, which was also in line with railway opinion, and, indeed,
with earlier thinking in Whitehall.'®? Reduced to bare essentials, while both proj-
ects would take six years to construct and reduce London-Paris journey times
from 7 to 4%2 hours, the tunnel would cost £143 million in 1962 prices, while the
bridge would cost more than double this at a rather exact £298.5 million.'% The
economic and financial assessments did little to disturb this hierarchy of prefer-
ence. Of course, much hinged on the traffic estimates accepted by the civil ser-
vants. Here they faced a considerable variation. In addition to the figures offered
by the Tunnel promoters in 1960, the bridge promoters offered two sets of calcu-
lations, the second of which was based on the optimistic belief that the bridge
would confer all the advantages of a land frontier. In addition, the joint working
group came up with four estimates of its own, ranging from ‘very low’ to ‘very
high’, though for purposes of assessment it elected to steer a fairly conservative
course through the minefield by selecting its middle-range estimates of ‘lower’
and ‘upper’.!% Nevertheless, the five published estimates exhibited a fairly wide
range, with coefficients of variation for the year 1980 ranging from 54 per cent
for freight to 126 per cent for accompanied vehicles (Table 2.3). The Report’s own
data suggested that passenger and freight traffic flows would be similar whether
undertaken by bridge or tunnel; only vehicle traffic would be higher with a
bridge. These estimates were higher than those of the Channel Tunnel Study
Group for freight, but lower than those offered by the promoters for passenger
traffic. They were used to support the contention that there was no justification
whatever for spending twice as much on a bridge (Table 2.3). The bridge was also
found to require technical modifications as a protection against damage from
ships, and in any case, there were serious safety and regulatory issues involved in,
as the Economist had put it in 1961, ‘straddling one of the most crowded, and at
times foggiest and windiest, shipping lanes in the world’.!®> Both the Admiralty
and the Ministry of Defence felt that in an emergency a bridge would restrict
shipping to an unacceptable degree.!?® Calculations of economic benefits (based
on a 7 per cent discount rate) and financial returns underlined this support for the
Tunnel (Table 2.4). The Tunnel would produce an overall net benefit of either
£74 million or £153 million in 1969 prices, and an economic return of either 10.4
or 13.3 per cent, results which were superior to those for the bridge (where the net
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NEW ASPIRATIONS, 1945-64

benefit was shown to be negative). Furthermore, the expected financial returns on
the tunnel were substantially higher than those for its competitor (cf. Table 2.4).
When Marples raised the matter of the joint report in Cabinet in July 1963, he
was authorized to secure the agreement of the French to its early publication.'®’
This was effected two months later, on 19 September, but by then it was clear that
this was not a propitious time for a confident steer from the British Government.
Battered by allegations of scandal and sleaze, and at the end laid low by an
enlarged prostate, Macmillan resigned as Prime Minister on 18 October and was
succeeded by the Earl of Home, subsequently Sir Alec Douglas-Home. But what-
ever the political climate, the impact of the joint report was weakened by the fact
that Anglo-French relations had already begun to cool. They were exacerbated by
de Gaulle’s action in vetoing Britain’s application to join the Common Market in
January 1963. Thus, although the French were reportedly more anxious to
proceed with the rail tunnel, with de Gaulle apparently stating that the British
decision on the issue would be taken as a further test of their attitude towards
European co-operation, the British were happier to draw breath. As the Cabinet
noted on 8 October, ‘very large issues of economic policy were at stake; and it
would be premature to seek to reach a decision on the project until they had been
examined’. These included the economic return relative to other investments,
the benefit to British trade, the effect on railways, roads and the airlines, and the
impact on the Government’s regional development policies.!®® Furthermore, the
joint inquiry had done nothing to resolve the difficulties posed by the request for
government guarantee of bonds and tax exemption, and there was the additional
problem of inserting such a large project into national investment programmes,
where civil engineering and public works resources would be undoubtedly
stretched. On all these matters, the tone of the report, derived from Treasury
thinking, was negative. Tax relief was ‘difficult to contemplate’, and to guarantee
the loan capital of a profit-seeking private company, while considered preferable
to either leasing or tax concessions, would represent ‘an entirely new departure in
at least one of the countries’ [UK]. In these circumstances the working party
raised another possibility, the alternative of a public or public-private company
which, given the special nature of the project — high capital cost, long gestation
period, the demand for fiscal/financing concessions — might be preferable. The
position of the Treasury had been decisive here. An early paper on financing from
the British side had concluded that the tunnel was not viable as a private
enterprise ‘in the normal sense of that phrase’.!%’ There were other complicating
factors, too. The conclusion of the joint working party was that the tunnel, while
clearly an economic asset, would be difficult to finance given the size of the
capital required and the uncertainties of the financial outcomes. On top of this,
some doubt was placed on the geological basis for proceeding, and the tunnel
promoters were asked to spend another £1 million on ‘supplementary soundings
and seismic studies’.'!® As an insider put it, ‘the 1963 report was clearly not the
end of the story’.!'! The pioneering promoters in the Channel Tunnel Study
Group may have had some cause for optimism, but their prevailing reaction was
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Cartoon 2 Anglo-French differences on the Channel Fixed Link, as seen by Vicky, Evening
Standard, 19 September 1963 [Centre for the Study of Cartoons and Caricature].

one of frustration with the processes of joint governmental evaluation.
Speculation in the shares of the Channel Tunnel Co. was evident, for the share
price rose and fell with every new piece of information. During one of the periods
of optimism, the Times was moved to record: ‘the company retains an unbroken
record of having never paid a dividend in its 80 years’ existence without the
marketability of its shares being in any way affected’.!!> There were also indications
that the Group’s public relations were not all they might have been. For example,
Means was critical of d’Erlanger for his lack of diplomacy — apparently, ‘his sense
of public relations went out with the Assyrians’ — and when Marples met American
interests informally in January 1960 he was quick to criticise Kirkpatrick and others
for buttonholing politicians without having the necessary mastery of technical and
financial details. If governments were frustrating, the promoters could be equally
exasperating.' 3

6. The Governments make a commitment to the Tunnel
‘in principle’, 1964

In September 1963 a special sub-committee of the Cabinet’s Economic Steering
(General) Committee was established to produce a speedy report on the Report.
Chaired by Scott-Malden of the Ministry of Transport, it comprised representatives
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at under-secretary level from the Treasury, Foreign Office, Board of Trade,
Ministry of Housing and Local Government, Department of Scientific and
Industrial Research, and the Office of the First Secretary of State, Rab Butler. Its
remit was to evaluate the ‘balance of advantage’ for the UK and give an opinion
on the best form of organisation for construction and operation. The Scott-Malden
committee considered media reactions to the report, the views of interested parties,
and various planning implications, including the effects on road infrastructure, and
was expected to assess the broader interest, and not merely narrow investment
criteria.!'* Reporting at the end of October 1963, during Douglas-Homes brief
residency at Number Ten (until the general election in the following October), the
committee provided the most positive expression of support for the Tunnel yet
produced by British civil servants. First, it concluded that ‘an early decision of
principle should be taken in favour of a fixed Channel link in the form of a rail
tunnel’, which was to be preferred to continuing with existing transport alternatives.
The scheme was consonant with British foreign policy, which was ‘to maintain and
foster the European-mindedness of the United Kingdom’. The Tunnel would be ‘a
striking and dramatic gesture in pursuance of these policies’. Second, it argued that
the project should be carried out with public finance as a joint Anglo-French
project. The committee calculated that the internal rate of return was likely to fall
within the range 911 per cent, which it regarded as acceptable. It was also more
sanguine than its predecessors about the impact on UK investment as a whole — at
the peak it would consume no more than 1 per cent of public investment expenditure
and 4-5 per cent of civil engineering capacity. On the critical issue of organisa-
tion, the Scott-Malden committee concluded that the two governments would
need to retain prime responsibility for safety, defence, regulation of tolls and
freedom of access. The two railway institutions, the British Railways Board and
SNCEF, would have to provide the day-to-day running of services. For construction
and tunnel management it was essential that responsibility be clear and unequiv-
ocal — a percipient observation. The two latter functions might be combined, but
the key issue concerned the prospects for a private venture. The Channel Tunnel
Study Group offered some further concessions in its financing proposals while
the Scott-Malden committee was sitting. It was willing, apparently, to give up its
demand for favourable tax treatment and to divide the risk capital between equity
and low-interest, convertible debentures. However, the committee stuck to its
guns. It took the view that there was little prospect of a tunnel being built by pri-
vate enterprise with no government assistance of any kind. And whatever the
adjustments offered by the Study Group the scheme involved a government guar-
antee and as such provided government subsidy. Since a subsidy would have to be
counterbalanced by some form of government participation in the project, it was
appropriate to consider a public-private partnership. However this ‘hybrid’ option
would present problems of complexity, and therefore it was reasonable to
conclude that the balance of argument lay with an entirely public enterprise.'!?
The optimism of the Scott-Malden report was not shared by the more senior
civil servants of the Treasury-led Economic Steering (General) Committee,
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chaired by Sir William Armstrong, a Joint Permanent Secretary. These officials
had significant reservations about the tunnel. The economic case was not felt to be
conclusive, and the Tunnel’s advantage over existing means was questioned. The
financial rate of return of 9—11 per cent was felt to be lower than that which would
be expected of new projects from bodies such as British Railways (a rather
disconcerting position given the recommended use of a benchmark 8 per cent
return from 1961'%). The calculation of the broader, economic returns rested on
the novelty of cost-benefit analysis, which made it difficult to interpret; at least
one voice regarded the railway as an ‘old-fashioned’ form of transport. More
importantly, the impact on Britain’s resources and therefore the health of the
economy was also raised, and in consequence the option emerged of postponing
construction, say for five years, or longer. The Treasury challenged the Scott-
Malden committee’s view that a 1 per cent addition to the public investment
programme (in the peak year of construction) was insignificant.''” On the
contrary, the department contended that the Tunnel, which would require about
£75 million, £55 million of this in 1968—70, would add substantially to the strain
on the economy represented by public sector investment, which was already
expected (via the Public Expenditure Survey Committee mechanism) to outpace
GNP growth in rising by about 23 per cent, over the period 1963/4-1967/8.
Competing demands on limited resources included major house-building and
roads programmes, provision for a ‘bulge’ generation of schoolchildren, and
investment in electricity, with an increasing nuclear element. Investment in the
tunnel was equivalent to a year’s school-building; four new universities; a new
town of 50,000; 2,500 megawatts of electricity; London Underground’s Victoria
Line; or 20 VC10 s for BOAC. The Treasury may have stated that the case for the
tunnel was ‘very evenly balanced’, but it was clear that the doubters outnumbered
the enthusiasts. Thus, the Ministers in the Cabinet’s Economic Policy Committee
were given a less prescriptive assessment of the pros and cons of proceeding with
a tunnel, shorn of the sub-committee’s recommendations and conclusions.!!®
Further discussions took place at three meetings of the Economic Policy
Committee held on 22 November and 10 December 1963, and 16 January 1964.
By the time of the third meeting the argument had become polarized. The
Treasury’s concern with priorities and economic impact was strengthened by ref-
erences to alternative projects such as decimalisation, raising the school leaving
age, nuclear research and Concorde, and warnings about increased taxation. The
Ministry of Transport, on the other hand, were demanding a quick decision, prefer-
ably in favour.!' Marples, having met his French counterpart, Marc Jacquet on
6 December 1963, had become intensely frustrated with what he saw as the
Treasury’s stalling tactics. Memoranda presented by the Chancellor of the
Exchequer, Reginald Maudling, for the committee meeting on 16 January 1964
did nothing to dispel this notion. An investigation of ways of fitting the tunnel into
forward planning ‘without excessive strain’ contained some gloomy prognostica-
tions, and invited a decision to postpone the project for three years. Moreover, a
further look at the key issue of organisation and finance, and in particular the
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French interest in public-private funding — a Société d’Economie Mixte — produced
the conclusion that ‘no decision in principle.. . . should be announced publicly before
decisions in principle can also be announced on organisation and financing.’'?°
Marples, encouraged by his officials, who were intensely critical of the Treasury’s
somewhat dubious tactics,'?! responded by producing a ‘last-minute’ paper of his
own. This expressed his personal belief in the tunnel. He pointed out that the
economic case was favourable and based on conservative estimates, ‘incidentally
prepared with Treasury help’. Above all, he urged that a decision be taken quickly
to avoid embarrassment with the French.!??

The matter went to Cabinet in this unresolved state. Maudling set out the argu-
ments of civil servants ‘for and against a decision in principle in favour of British
participation in a Channel Tunnel’, and their review of the prospects of obtaining
external private finance. His memorandum, considered at the Cabinet meeting on
23 January, injected a more cautious tone. Thus, while the arguments for the
tunnel — clear long-term savings over established transport modes, ‘realistic’
economic benefits, ‘acceptable’ financial returns and compatibility with Britain’s
European policy — were repeated, they were counterbalanced by ‘arguments
against’. The Tunnel would have to compete with other public investment proj-
ects, and was regarded as being more ‘optional’ than other items: ‘the harsh fact
remains that the accommodation of the tunnel within the investment resources
available gives rise to great difficulty’. Much of the economic benefit would pass
to users rather than the operator, and the expected financial returns were not
large in private sector terms. Since the British and French railway systems were
nationalized the two governments would be ‘morally committed’ to see the project
through to completion and were therefore bound to take a close interest in its
construction, financing and operation, including safeguards against monopoly
profits. For this reason the success of a sizeable equity issue was doubtful. But in
any case, the project as advanced by the Channel Tunnel Study Group was
essentially a public venture, since a guarantee of bonds would involve the two
governments in sharing risks with the ordinary shareholders. There were compli-
cations. It was the British practice to make Exchequer issues rather than make
bond guarantees, the French were understood to be interested in taking up what
private capital was available, and the prospects of raising money in foreign markets
was not to be ruled out. These elements clearly required further consultations with
the French. Sir Burke Trend, the Cabinet Secretary, interpreted the position as
follows, in a brief for Douglas-Home: ‘The Cabinet may feel that. . .the case for
committing ourselves now to the Channel tunnel is, at best, not proven... The
only counter-argument in favour of immediate commitment is the political
contention that, if we endorse the project, we should be seen to be good
Europeans whereas, if we reject it, General de Gaulle will notch up another black
mark against us. But is this a respectable reason for overloading the British econ-
omy and provoking a new round of inflationary pressure?...Might the right
course be to state publicly that we are well-disposed to the project in principle but
that it does not offer us so clear a prospect of economic advantage during the next
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ten years as to be able to claim priority over other more urgent demands on our
resources . . . and that we must therefore defer a decision until we are ready to take
it?123 The discussion in Cabinet largely followed this line. Some ministers pressed
for an early decision to demonstrate Britain’s ‘truly European’ stance; others
agonized about the private v. public possibilities and the dangers of ‘crowding-out’.
Although not minuted explicitly, the Cabinet appeared to give a favourable if
lukewarm blessing to the Channel Tunnel. Maudling and Marples were then
invited to give further consideration to the terms in which the British
Government’s response might most appropriately be announced.'?*

Further memoranda in the following week indicated a difference of opinion
between the two Ministers. Both were worried about the possibility of stimulating
an undesirable speculation in the shares of companies concerned with the tunnel.
But while Marples argued that it would be ‘intolerably discourteous and a clear
breach of faith’ were the British Government to issue a unilateral statement without
consulting with the French, Maudling thought it essential to issue an announcement
before there were any damaging leaks. This would convey the Government’s tenta-
tive decision to proceed, noting that there was likely to be little scope for private
equity capital.'>> Both views were taken on board. On 30 January 1964 the Cabinet
formally agreed in principle to proceed with the construction of the Channel
Tunnel, subject to concluding satisfactory agreements with the French on technical
and financial arrangements and the timing of construction. The Lord Chancellor,
Lord Dilhorne, was invited to prepare a statement in consultation with Maudling
and Marples, and Rab Butler, the Foreign Secretary, was asked to instruct the
British Ambassador in Paris to seek the agreement of the French to a simultaneous
announcement by the two governments.'?® This decision was passed to the French
Government, and a week later, on 6 February, the two ministers of transport,
Marples and Jacquet, announced that their Governments considered that a rail
tunnel was ‘technically possible’ and ‘in economic terms’ a ‘sound investment’.
They had therefore ‘decided to go ahead with this project’. However, much
remained to be done in technical, legal and financial terms, and caution remained
the watchword. In the Commons Marples noted: ‘Bearing in mind the very heavy
burden of the two countries’ existing commitments and the many other competing
claims on their national resources, it remains to be decided when and how best the
expense involved can be sustained’. He went on to point out that the two govern-
ments had ‘not yet decided whether there is a réle — and, if so, in what form — for
the participation of private equity capital in the enterprise.’ Furthermore, in
response to questioning, much of it displaying impatience, he revealed that the
choice of bored tunnel or immersed tube had still to be resolved, and would follow
the results of ‘further geological surveys and tests’.!?’

A deputation from the Channel Tunnel Parliamentary Group met Douglas-
Home and Marples on 9 April, and expressed dismay at the apparent abandon-
ment of a role for private capital. Sir William Teeling felt that with a publicly
financed scheme the Tunnel might go to the bottom of the Government’s list of
priorities.!?® This was but one of a number of issues to be resolved between the
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two governments. At this time, the pursuance of a further geological survey was
the most pressing item. In March, at a meeting of British and French officials
with the promoters, the Channel Tunnel Study Group, outline agreement was
reached on the terms for undertaking a survey. In June the two governments
signed a joint protocol (formal exchange of notes) setting up a joint commission
(the Commission of Surveillance) to supervise the progress of the geological
studies,'?” and a contract with the CTSG was signed in July.!** However, it is
clear that the project was still very much in the developmental stage. We were
now seven years from the foundation of the CTSG.

A mixture of political and economic factors served to extend the period of
‘evaluation’. With the benefit of hindsight, we can see that the economic circum-
stances were much more favourable to such an investment in the 1960s than they
were to become after the “oil shock’ of 1973.!3! However, politicians and their
advisers were more preoccupied with short-run problems, and concerns associ-
ated with the ‘stop-go’ policies of Selwyn Lloyd and Reginald Maudling as chan-
cellors tended to overshadow contemporary admiration for French planning and
the search for strategies of economic modernisation. On top of this, the
Conservative administrations of Macmillan and Douglas-Home were battered by
allegations of ‘sleaze’ associated with the Profumo affair, which proved a consid-
erable distraction and enabled their Labour opponents to condemn ‘thirteen years
of Tory misrule’ during the election campaign in 1964. Thus, while the tunnel had
been endorsed by both the British and French Governments in 1964, progress was
slow. A constant theme in the post-war story, however, was the nervousness of
Whitehall, coupled with the fact that the sponsoring department, Transport, a
Cinderella founded in 1919, was scarcely the strongest in the Cabinet. It tended
to attract ministers who were either inexperienced or second-rate, both groups
viewing the job as something to be done for a short time before moving on to
something better. Transport ministers were unlikely to succeed in challenging the
prevailing view within the Treasury, where the customary policy of caution and
restraint was strengthened by its view that public sector management of the rail-
ways, as seen in the parlous state of the balance sheet and the mistakes of the
Modernisation Plan, had largely failed. A weak ministry and a trenchant Treasury
would be evident again.'3? But the fact was that in the early years of the 1960s
there was a fair amount of diffidence in both Britain and France. Plans for under-
taking higher levels of public expenditure were taking shape, but this was scarcely
an adventurous time in terms of public investment. Macmillan’s famous ‘wind of
change’ may have been blowing elsewhere in politics but not in the corridors of
the Treasury and Ministry of Transport. Much had been accomplished by private
enterprise to establish the feasibility of the tunnel project, and to assess costs and
benefits. From the late 1950s it was accepted that in terms of Britain’s relations
with Europe there were advantages. But in the commercial sense, the uncertain-
ties and long gestation period were too much for the private sector and the
Treasury maintained its customary stance of parsimony and risk-aversion.
By deciding that the tunnel would have to become a public sector project, its
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organisation and financing required a substantial re-evaluation. There was clearly
a great deal for the incoming Labour administration of October 1964 to determine.

Another caveat may be appropriate at this stage. It should not be assumed that
all the opposition to a fixed link came from the British. The French are often cred-
ited with making supportive gestures about a link, but the fact was that at several
stages they, like the British, were not prepared to underwrite a project which had
been presented to them as a paying, private-sector operation. The enthusiastic
noises of the French, and those of de Gaulle in particular, for a rail tunnel, should
not be taken to prove that they could have or were willing to translate this into
firm capital investment in 1960—4. There was a certain amount of ‘blowing hot
and cold’ on both sides. If de Gaulle had been enthusiastic about the tunnel in
1958, he did not show it when he met Macmillan at Rambouillet in March 1960,
where the conversation on the subject had been apparently ‘desultory’. Indeed,
the French Ambassador had let it be known that the French ‘were not prepared to
put any money into the project’.'** The diplomatic relations leading to a further
meeting in January 1961 were equally frustrating. It was difficult to discover
which country was anxious to discuss the Tunnel, and which one wished to avoid
discussing it.'** However, over the course of 1961 the policy ‘drift’ which so exas-
perated John Hay, a Parliamentary Secretary in the Ministry of Transport, and
Bill Harpham, a British Embassy official in Paris, appeared to have been the
result of French, rather than British, procrastination.'*> Discussions in June 1962
between Macmillan, de Gaulle and Georges Pompidou (who as a director of
Rothschild Freres had been interested in the tunnel project in the 1950s) were
more enthusiastic, but the record of the meeting reveals little more than informal
pleasantries.'3¢ In the course of the joint working party’s work both sides accused
the other of dragging its feet, and nervousness about publication of the joint
report in 1963 was as much a French as a British phenomenon. As in Britain, the
French were somewhat nervous about the prospect of government financing, and
the Minister of Finance was said to be inclined to the view that the money might
be better spent on purely French projects.'>” By February 1964 it was evident that
the British had done much more work than the French in developing their ideas
after the publication of the joint report.'® Finally, the French caused some con-
sternation when shortly after agreeing in principle to proceed with the geological
survey, they announced that as a result of a budgetary crisis they were unable to
raise the money for their share of the estimated £1.2 million cost. The Ministry of
Transport and Foreign Office both pressed for the British to find the whole of the
amount, but the Prime Minister and Chancellor refused to countenance this. In the
event, the French portion was put up by the SNCF.'3° This was a rather inauspi-
cious start to Anglo-French co-operation, and proof that whatever the rhetorical
enthusiasm of de Gaulle and some of his colleagues a practical caution was
evident in Paris as well as in London. Clearly, a simple ‘French enthusiasm,
British caution’ hypothesis is rather misleading.
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ANOTHER FALSE START
The Wilson Governments and the Tunnel, 1964—70

1. The Labour Government and the Tunnel

When the Labour Party was returned to power in October 1964 it inherited the
work on the Tunnel begun under the Conservatives. Eight months earlier the joint
announcement by the British and the French Governments had stimulated a more
committed administrative response. In Britain a special department called the
Channel Tunnel Group was constituted within the Ministry of Transport in
February 1964. Led by an Under-Secretary, O.F. (Overy) Gingell, a committed
tunneller, its function was to co-ordinate further inter-departmental studies on the
Tunnel. A similar group was put in place in France, led by Philippe Lacarriére.!
At the same time, the British and French railway institutions continued their close
co-operation on more detailed technical and operating issues, a process begun as
early as 1958, in response to the work of the CTSG.? In September 1964, follow-
ing pressure exerted by André Segelat, President of the SNCE, the British
Railways Board (BRB) agreed to create its own Channel Tunnel committee,
which was to form the British half of a joint working party or steering group.? The
co-chairmen were Philip Shirley, Vice Chairman of BRB and its representative on
the CTSG, and Roger Guibert, Deputy Director-General of SNCF. Together they
presided over a comprehensive if rather cumbersome set of eight committees and
working parties convened to examine technical, commercial, financial, and legal
implications.*

However, in the upper echelons of government the Tunnel was scarcely one of
Labour’s top priorities. Indeed, the project was not considered officially at any
Cabinet meeting during Harold Wilson’s first term as Prime Minister (1964—6).
It is true that within a fortnight of taking office a statement was made by Tom
Fraser, the incoming Minister of Transport, to the effect that the current work
would continue. Howeyver, it is also clear that the statement was reactive rather
than proactive. It was prompted by a meeting between Roy Jenkins, Labour’s
Minister of Aviation, and Marc Jacquet in Paris on 28 October to discuss the more
pressing issue of the future of Concorde, and was designed to reassure the French
about the Tunnel and avoid unnecessary speculation about the project.
Furthermore, in the winter of 1964-5, there was a real danger that the existing
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activity would be halted. The new Chancellor, James Callaghan, having issued a
statement on the worsening economic situation on 26 October, ordered a strict
review of government expenditure, and the Treasury task group asked to under-
take it nominated the Tunnel for inclusion.” At the Ministry of Transport, Fraser
and Sir Thomas Padmore, his Permanent Secretary, fought successfully to avert
this. They argued that a unilateral review could damage relations with France, a
view shared by Patrick Gordon-Walker, the Foreign Secretary. But their main
objection was that the Tunnel was not a committed item in the investment
programme of either country.® The Ministry’s view prevailed, but it appears to
have been a close call. Otto Clarke, leading the review, was not inclined to exempt
it from scrutiny. Treasury officials only gave ground when Padmore assured them
that ‘there were in fact so many matters to be discussed on the financial, techni-
cal and juridical problems which arose, that there was almost infinite scope for
the United Kingdom to drag its feet if it wished to do so.” Nevertheless, impressed
by new developments in cross-channel transport (new car ferries, and the prom-
ise of hovercraft), the task group would not budge from its view that the project
should be reviewed again at a later stage.’

In this rather unpromising environment the project continued to progress via
the groups led by Gingell and Lacarriére. The pace was somewhat leisurely, and
a Treasury official was able to refer in August 1965 to ‘this sleepy subject’.!? In
the same month the Channel Tunnel Parliamentary Group, frustrated with the lack
of progress, sent yet another deputation to meet with the Prime Minister. Lance
Mallalieu, Sir William Teeling and their colleagues pressed once again for an
early decision, and although Wilson said that he saw no reason for delay, there
was clearly little sense of urgency elsewhere.!! In theory at least, the project was
certainly consonant with the reformist, modernising stance that Labour’s first
administration since 1951 brought with it. Wilson had already referred to his
party’s enthusiasm for economic planning and modernisation through scientific
and technological development — the ‘white heat of the technological revolution’.
New departments were created to give expression to these aspirations. The
Department of Economic Affairs (DEA) was set up under George Brown to
orchestrate economic growth through the mechanisms of industrial rationalisation
and a National Plan. It also shared responsibility with the Treasury for projects
such as the Tunnel, though very much in a subordinate position.'? At the same
time, a Ministry of Technology was created under Frank Cousins (and subse-
quently, Tony Benn) to harness science and technology and give impetus to civil,
rather than military, applications.!* However, it is clear from accounts of the
period that the Tunnel did not occupy a prominent place in the new, technological
agenda. And, in any case, projects both old and new (and especially Concorde,
Polaris and the TSR2 aeroplane) were affected by the economic crises which
preceded devaluation in 1967.'* Thus, while the Ministry of Transport pressed for
the inclusion of the Tunnel in Labour’s National Plan of September 1965, largely
because the French had decided to include it in their Plan, the agreed reference was
distinctly sotto voce. A short paragraph emphasised its ‘long-term significance’
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and made the point that since the engineering work ‘would take at least five years
to complete’ the project would not be operational during the planning period.'

2. Preparing the ground: the geological survey, 19646

The immediate task of the more focused Channel Tunnel teams established after
the joint announcement of February 1964 was to progress the geological survey
inherited from the Conservative administration. While both the joint report of 1963
and the February 1964 announcement accepted the need for further geological
work, it is evident that within Whitehall there were some anxieties about how this
should be pursued. The CTSG, who were reported to have expressed ‘modified
rapture’ with the February 1964 announcement,'® pointed out that it was necessary
to determine the precise alignment of the Tunnel and in particular to confirm the
integrity of the chalk stratum close to the coasts. They offered to pay for the work
in return for being granted the Tunnel concession, or on a reimbursement basis, the
money to be charged to equity once they obtained the concession.!” Inside the
Ministry of Transport it was conceded that the civil servants, in recommending that
a survey be undertaken, had merely accepted the advice of the CTSG’s consultants
without developing a case of the kind needed to convince the Treasury that the
expenditure was justified. However, given the earlier relationship with the CTSG,
and their undoubted expertise, the Ministry felt it was entirely reasonable to act in
co-operation with them.!® The Treasury’s initial response had been to question
whether the CTSG should be involved in the survey. There was some nervousness
about whether they would seek to use their first-mover advantage to lock out rivals
in tendering for the Tunnel proper, and consequently the Treasury favoured
employing the Group on a reimbursement basis rather than as co-partners.'’
Agreement in principle was reached at meetings held in London on 25 March. The
only pressing difficulty was on the French side, where there was a preference for
delaying the start of the work due to budgetary constraints in 1964.2° Eventually,
as we have seen, the SNCF agreed to put up the French share of the costs. Under
the eventual contracts signed in July 1964 the Group undertook to invite tenders
for work to verify the continuity and thickness of the lower chalk and to determine
the best alignment for a bored tunnel or immersed tube. The two governments
agreed to reimburse the Group for the cost of the survey work, marine borings,
geophysical and land investigations, and an initial schedule of estimated maximum
cost ran to a total of £1.1 million. The intention was to charge the cost to whatever
organisation was set up for the Tunnel. Meanwhile, the results were to remain the
property of the two governments, and, as we have already noted, the work was to
be supervised by an Anglo-French Commission of Surveillance.?!

In May 1964 the tendering procedure for the survey work began under the
direction of the CTSG, subject to endorsement by the Commission of
Surveillance and the Ministry of Transport. No fewer than 31 contractors from
five countries were invited to tender for the various works. Twenty-two firms
were asked to tender for the marine boring contracts, but only eight did so, and
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only two bids were deemed compliant: an Anglo-French tender of £770,000 for
70 boreholes by George Wimpey and Forasol of Paris; and an Anglo-American
tender of £900,000 (also for 70 boreholes) from Richard Costain and Raymond
International. The cheaper tender was accepted.?? Before the geophysical survey
was awarded, three firms participated in trials of the available techniques
(‘Hydrosonde’, ‘Sparker’ and ‘Boomer’), and following this assessment, the
contract was awarded to an American firm, Edgerton, Germeshausen & Grier of
Boston, who undertook to use the ‘Sparker’ equipment. A British and a French
firm competed for the contract to supply and operate the position-fixing equip-
ment, and the British firm, Decca Navigator, which offered rates less than half of
its rival, SERCEL, was consequently successful.?®> Preparatory work began in
August 1964, and the project was officially marked in the last month of the
Conservative administration, when on 14 September Marples and Jacquet visited
the site of boring operations near Dover and held a press conference. The mood
was optimistic. According to the Times, ‘after a blustery day in the Channel’ the
two Ministers ‘agreed that the Channel tunnel was now a certainty’.>*

However, when the Labour Government took office a great deal remained to be
done. The geophysical survey proved to be a straightforward exercise. In October,
Edgerton completed its work within the estimated cost of £17,000, producing
results of “‘unexpectedly’ high quality. Unfortunately, the marine boring was to
prove a much more challenging affair. Operations began in September but quickly
ran into difficulties. Wimpey-Forasol had tendered to use five drilling ships, but
eventually four were employed. Delays were caused by competition for ships
from North Sea oil explorers, and, once the vessels had been acquired, by the need
to refit two of them. Thus, while the contractors had been given authority to pro-
ceed in July, only two ships were ready by the end of September, and a third, the
Sauvetur, was wrecked on 2 November, two days after putting out to sea.?’
Indeed, exceptionally bad weather was responsible for curtailing activities to a
significant extent. As concern mounted in Whitehall about the financial implica-
tions of the various problems, it also emerged that relations between the CTSG and
Wimpey-Forasol had deteriorated to the extent that the latter were threatening to
withdraw from some of their obligations.?® The project was re-evaluated by the
Commission of Surveillance in January 1965. Its recommendations represented a
radical revision of the marine boring work. The French came to the rescue by
supplying two oil-drilling platforms; Wimpey-Forasol settled their differences
with the CTSG and agreed to scale down their programme; and a revised estimate
of cost of £2.1 million, 90 per cent higher than the £1.1 million estimated in July,
was accepted by the two governments in April. At this stage only eight boreholes
had been completed, the same number as had been sunk under the direction of the
CTSG in 1959-60.27 The reconstitution of the project, together with better
weather, led to an immediate improvement. Marine boring was completed in
October 1965, and in all 88 marine and land borings were sunk. Preliminary
results were encouraging, although the main reports did not emerge until 1966,
and the final report was not submitted until June 1969.7® The geological survey
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highlighted all the difficulties of project management where responsibility is
divided, a feature which was to re-emerge several times in the Tunnel’s history.
Subsequent inquests accepted that the CTSG had failed conspicuously to manage
the project and that the administrative arrangements had been unduly complex. It
was also recognised that some geological loose ends remained.?’ However, at this
stage, the delays and cost escalation produced by the survey, while irksome, were
overshadowed by more serious obstacles to progress, namely the requirement to
resolve complex questions of organisation and financing. It is to these issues that
we now turn.

3. Preparing the ground: questions of organisation, finance
and economic viability

Work on the more fundamental issues surrounding the project began in 1964, but
progress was decidedly slow. The first Anglo-French meeting of any substance
was not held until the end of the year, and a second, with wider departmental
involvement, did not take place until May 1965, 15 months after the teams had
been established.’* There was more than a hint that the French were reacting to a
cooling of British enthusiasm for Concorde.’! Meanwhile British officials toiled
away with the details of a complex subject and produced a substantial documen-
tation on organisation and finance, some of it, in the view of one civil servant,
‘almost of Royal Commission length’.3> In November 1965, seven months after
the basic British position had been put to the French, Fraser wrote to senior
Ministers (Callaghan, Brown, Michael Stewart, the Foreign Secretary, and
Douglas Jay, President of the Board of Trade) in some frustration. His progress
report revealed that the French had deliberately avoided discussion on the key
issue of public v. private funding (see below) and thus the initiative had remained
with the British.>* It was not unknown in Anglo-French relations for the French
to put up a wall of silence only to surprise the British with a substantial contri-
bution. And so it proved. At the time of Fraser’s report the French side had prom-
ised to produce a comprehensive memorandum outlining their views and when
this document, which ran to 172 pages and 80,000 words, was received, a few
weeks later, officials from the two governments embarked once again on a period
of ‘“intense technical, organisational and economic studies’.>*

It was not difficult to reach unanimity on the scope of the government controls
required, irrespective of the type of organisation and financing plan. These
embraced the basic physical characteristics of the Tunnel and its terminals, safety,
provision for repairs, commercial policy (tariffs) and so on. However, there was less
agreement about organisation and finance, and since it was accepted by both sides
that they should work towards a common and practicable solution, the discussions
were necessarily protracted. The basic criteria were not in doubt. An agreed scheme
had to: ensure that the public interest of Britain and France was paramount;
establish a capital structure that squared with the organisation’s ‘commercial needs
in a competitive situation’; establish a compatibility with legal frameworks; and
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safeguard ‘technical and managerial continuity’. But the methods of achieving
these aims were ‘fundamentally divergent’, and the battle lines were essentially
those drawn up in 1960 and 1963. French officials proposed that the Tunnel should
be constructed by private enterprise, or failing that by a ‘société d’économie mixte’,
that is a private-public partnership, but one in which private capital predominated.
Since the company would be internationally financed, it should itself be established
as an international institution. The British, on the other hand, felt that a private
sector solution was precluded by the project’s special circumstances, a position they
had taken earlier (see Chapter 2). They therefore argued that the Tunnel should be
constructed and operated by a public corporation.®®

The method of financing was a long-standing question which, in the words of
one Treasury official, had been ‘discussed ad nauseam’.>® Since 1960, as we have
seen, most of those involved on the British side, including sceptics, had accepted
that the necessity for government guarantees would turn the project in effect into
a public one. A considerable effort was made to ascertain precisely what the
French meant by ‘private’ financing, and the Bank of England was asked for its
assistance. There was much reference to the French enthusiasm for sociétés
d’économie mixte, organisations in which a substantial degree of control was
retained by the State through direct participation. Indeed, the SNCF itself was one
such institution, the French Government holding 50.7 per cent of the capital; the
Mont Blanc Tunnel Co. was another, with a 52.5 per cent state holding. In Britain,
there was little direct experience of this model, which differed substantially from
the Morrisonian public corporation.’” But in any case the French were by no
means certain about their intentions. The British had picked up indications that
there were departmental disagreements about the issue, and officials in the
Ministry of Finance had expressed the private opinion that there was little scope
for raising private capital. Indeed, when Chancellor Maudling had met his French
counterpart, Valéry Giscard d’Estaing, in May 1964 the latter had said that the
Tunnel ‘should be done as a public enterprise, though some room might be found
for private participation (he did not make it very clear what he had in mind)’.3

The British position was scarcely helped by the CTSG, which continued to
lobby hard for the private financing of the Tunnel under its auspices. The argu-
ments were set out in a widely circulated booklet entitled The Channel Tunnel:
the Facts, produced in April 1964. While it was clear that the document, which
claimed that a privately-financed tunnel would be in the national interest, was a
piece of self-promotion, the Treasury expressed concern that Britain might be
backed into a corner on the finance issue. Consequently, aided by the Bank of
England, it took the trouble to address the document in some depth.>® It was not
difficult to criticise the booklet, but the CTSG could not be dismissed so easily.
Through the committee led by Louis Armand the Group had developed a special
relationship with French officials which bordered on ‘capture’; and it was able to
make its presence felt with British politicians and civil servants.*> There were
fears in some quarters that the Group’s special position would make it difficult to
resist awarding it the concession to build and operate the Tunnel. But whatever the
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motivations, both British and French officials felt it necessary to obtain its
co-operation during this critical period of policy formation. In July 1965 the Group
was sent a jointly-prepared questionnaire that sought to ascertain the scope for
private financing given the likely extent of government controls. Three alterna-
tives were put forward: private financing alone; mixed private-public financing,
with either a single or twin company structure; and public financing alone.*' The
CTSG responded by reiterating its preference for private financing, but empha-
sised that in order to attract investors the level of government control would have
to be much lower than that envisaged. For example, it required the removal or
dilution of controls on tariffs, new investment, the disposal of earnings, and the
transferability of shares. In British eyes this confirmed the belief that a large
measure of private financing was unrealistic, something they wished to get out
into the open in the presence of French officials.*?

A meeting of British and French officials with the CTSG was duly held in Paris
on 5 August 1965, but although the fragility of the CTSG’s position was exposed,
the French being unwilling to concede anything on controls, it was apparent that
the two countries were some distance from resolving both the method of financ-
ing and the type of organisation required.** At this stage the attitude of the French
was clearly causing disillusionment within the Ministry of Transport. There was
little sign of any serious input from them, either in producing their own proposals
or in studying those prepared on the British side.** In addition, there was a
broader measure of exasperation over the unwillingness of the French civil
servants to discuss the question of finance, on the grounds that this was a matter
entirely for ministers to determine. In London, the French fixation with private
capital was difficult to understand, but at the same time, the French found the
British insistence on a public authority to be academic, even doctrinaire. One
thing was clear: the CTSG had stated that the maximum they would be able to
raise as equity would be £30-35 million. As a Treasury official observed, ‘for the
sake of a mere £18 m. or so on each side it did not seem right to concede
managerial control and the greater part of the profits to private enterprise’.’

The much anticipated and weighty French memorandum, known after its
academic architect as the Rigaud report, reached Whitehall on 22 November
1965. Dated ‘August’ it came down firmly in support of a single international
company.*® However, it was accompanied by a more conciliatory paper from
French officials which offered three possible solutions: (1) a single international
tunnel company, privately financed; (2) an international tunnel company in which
half the capital was subscribed by a British public authority and half by a société
d’économie mixte; and (3) the British suggestion of two public bodies, one con-
stituted under British law, the other under French law. Nevertheless, since the
French repeated their strong reservations about options two and three, the British
felt that, after all the waiting, the Rigaud report took things no further in terms of
serious and detailed debate.*” Indeed, the document was quickly sidelined as steps
were taken to break the impasse in December. A compromise solution then
emerged. Since a satisfactory single institution could not be devised, an alternative,
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suggested by Lacarriere on 15 December, envisaged two distinct organisations: a
privately-funded international construction company, which would build the
Tunnel; and a public authority (or possibly two authorities), which would operate
it under a leasing arrangement. This inevitably introduced more complexity into
the arrangements, but the French were adamant that construction should be
undertaken by private enterprise, though they were willing to move towards the
British position by accepting that operation could be managed by a public con-
cern.*® The compromise solution received a mixed reception in Whitehall. It was
not clear whether it was a stalling tactic; certainly, it was held to be vague, and
the way in which private capital would be stitched into such a dual structure did
not appear to have been thought out fully.** Nevertheless, the compromise had
political as well as economic attractions, and it certainly helped to resolve the pol-
icy gridlock. In a private meeting in London at the end of January 1966, Gingell
and Lacarriére agreed that the compromise solution ‘was the only one on which
they saw any real hope of finding the basis for agreement’. They agreed to sound
out their newly-appointed Ministers of Transport: Barbara Castle, who had suc-
ceeded Fraser in December 1965; and Edgard Pisani, who had replaced Jacquet
in the following month as Minister of Equipment (including Transport). If
accepted, the proposal would be incorporated into a further joint report. At last
there appeared to be something resembling real progress.’® The Gingell-
Lacarriére meeting was considered to have been ‘more useful than the whole
series of mass gatherings so far’.3! Unfortunately, the announcement of a British
general election interrupted plans for the Ministers of Transport to meet.>
While the compromise solution to organisation and finance surfaced, the British
Treasury intervened to press for an immediate economic and financial assessment
of the project, the fourth to date. This, they suggested, should be a unilateral
exercise, kept from the French. As we have seen, it had been accepted that a
reappraisal would be necessary before a final decision was taken. The Ministry of
Transport had envisaged that this would be tackled jointly in co-operation with
French officials. But Callaghan insisted that the review should be started immedi-
ately, completed speedily (by the end of January 1966, i.e. within two months)
and, notwithstanding earlier qualms, undertaken from the British perspective alone.™
An inter-departmental steering group, led by Gingell, was formed to conduct the
review. The exercise may have been devised as another wrecking manoeuvre by
sceptics such as Otto Clarke.** Certainly, some of the arguments put up by the
Treasury prior to the review pointed in this direction; others were rather specious.
One of the more bizarre suggestions was to make the Tunnel too small for large
lorries to be carried on flat wagons, in order to give British Rail the bulkier traffic.
Sceptics also drew comfort from a re-examination of the exact wording of the
February 1964 announcement. The British version — ‘The two Governments
have...decided to go ahead with this project’ — appeared less committed in the
French translation — ‘Les deux Gouvernements se déclarent, en conséquence,
favorables a ce projet’.>> However, taken at face value, a reassessment was justified
on the following grounds: the market for cross-channel transport had changed since
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1963, with Townsend’s investments in drive-through car ferries, the introduction of
Scandinavian ferries (e.g. Thoresen’s Southampton-Cherbourg service in 1964),
and greater hopes for the hovercraft technology; new traffic statistics had become
available; the problem of financing had received more attention; and the geological
studies made it possible to estimate construction costs with more precision.>® The
work was proceeding to a conclusion when Wilson, whose government’s position in
the Commons was fragile, called a general election in March 1966.

After the election Labour was returned to power with a healthy majority, and
although once again the subject had not been raised in the manifesto, the Prime
Minister soon called for some action on the Tunnel.”” On 10 May his Private
Secretary, Michael Halls, sent a note to the Ministry of Transport asking for
information on the state of play. Other documentation indicates that Wilson wanted
the subject handled with “all reasonable speed’.® The Department responded with
a position paper on 23 May, from which it was clear that officials had reached a
substantial measure of agreement on the outstanding issues: geological feasibility,
organisational structure, financing methods, and economic and financial viability.>
Indeed, Barbara Castle, continuing as Minister of Transport, had already informed
Callaghan, on 20 April, that the economic reappraisal had produced a positive
outcome (see below). Then, on 25 May, she told Brown that events had moved so
quickly that it was not necessary to wait for the civil servants to produce their final
report.% The consensus view on the Tunnel was then taken through the Cabinet
committee structure. First, on 7 June the Economic Development (Official)
Committee found ‘a clear, indeed a strong case for a decision in principle in favour
of going ahead with the Channel Tunnel without delay’.%! Its reception was more
mixed at the next stages, the Ministerial Committee on Economic Development, on
13 June — and the full Cabinet on 21 June. However, a process which had consumed
four months in 1963—4 took a mere two weeks in 1966. After proceeding at a rather
leisurely pace during its first 18 months in office, the re-elected Labour government
moved relatively quickly to a new position on the Tunnel.

Castle, who enjoyed the support of Brown and Stewart, argued, first of all, that
the geological survey had demonstrated the technical feasibility of a bored tun-
nel. There was insufficient evidence to permit a considered judgement on the
alternative, immersed tube technology, but prevailing opinion was sceptical. ‘In
the light of the marine risks this method would be open to’, the Ministry noted,
‘it cannot be viewed with confidence’. For a tunnel, on the other hand, it was safe
to conclude that ‘no technical obstacle stands in the path of the project’.®?> On
organisation and finance her department accepted the compromise solution
drawn up by British and French officials. The Tunnel should be built by private
enterprise, then handed over to a public operating authority. The construction
company would receive pre-determined rental payments to cover interest and
redemption of its bonded debt and a variable toll to remunerate its equity holders.
Finally, Britain’s confidential and unilateral reappraisal of the Tunnel had only
strengthened the arguments in its favour. The project was declared to be a sound
investment of UK resources and an attractive financial proposition.®> As Table 3.1
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shows, the 1966 exercise produced higher financial returns and higher economic
benefits than those shown in the White Paper of 1963. Taking the capital cost to
be £134 million, £9 million lower than the figure used in 1963, and using a
discount rate of 8 per cent (instead of 7 per cent), the net economic benefit over
ships and aircraft (the hovercraft option was dismissed) was found to be
£249-343 million, substantially higher than the £74—153 million shown in 1963.
The financial return, calculated on a discounted cash flow basis, was given as
17-21 per cent, again much higher than the 9—11 per cent calculated in 1963.
Higher estimates of traffic lay at the root of this ‘improvement’. From 1962 to
1965 cross-channel traffic had grown by twice the expected rate, and conse-
quently the 1963 report was based on a significant underestimation of the
prospects. For example, the actual number of accompanied vehicles in 1965 —
860,000 — was 34 per cent higher than the 1963 report’s upper-bound estimate for
that year of 640,000, and was equivalent to the 1963 upper-bound prediction
for 1981. Consequently, higher traffic data were fed into the new calculation. For
1980-2005 the increase amounted to 81-122 per cent. Estimates of freight traffic
were also increased, by 50-236 per cent (see Table 3.2, April 1966 cols).®* The
additional burden on the UK construction industry and manpower resources was
not regarded as serious, and the point was also made that the railways, which badly
needed a boost, would benefit from the opportunities for developing through
traffic. The exercise was a substantial encouragement to a ‘yes’ vote. As Castle and
Brown noted, even if the Tunnel were to cost £200 million and was not used at all
after 30 years, it would still produce a net economic benefit of £164-252 million.®

There was more than a hint of déja vu about the ministerial debates, and, of
course, there was much similarity with previous evaluations of the Tunnel’s
prospects, in 1960, 1963 and 1964. Thus, issues raised in committee and at Cabinet
included: on the plus side, the Tunnel’s political value in Britain’s tortuous
European policy, and the absence of defence objections; and on the minus side, the
opportunity cost of construction, and arguments for postponing a decision, includ-
ing concerns over the challenge to regional policy and (surprisingly) the absence
of sufficient information on traffic and costs. The Secretaries of State for Scotland
and Wales, respectively Willie Ross and Cledwyn Hughes, were understandably
worried about the implications of giving a further boost to the South-east. Some
views were new. The new car ferries and the promise of hovercraft technology
were helping to widen the potential market for the Tunnel, but some experts were
arguing that these modes would continue to prosper after it was opened, and their
opinions were taken seriously by Ministers such as Brown and Callaghan.%® In a
discussion described by one Minister as ‘desultory’, the most serious criticism
came from Frank Cousins, the Minister of Technology, who argued that the Tunnel
should be both operated and constructed by the public sector. This belief, presented
as an ‘overriding’ objection was countered by Chancellor Callaghan’s view that
there were advantages in letting the private sector find the money for construc-
tion.®” With additional support from Roy Jenkins, the Home Secretary, Richard
Crossman, Minister of Housing, and Anthony Crosland, Secretary of State for
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Education and Science, the balance of opinion was in favour of going ahead with
the Tunnel.%® After the Cabinet meeting a form of words was agreed for use at
Wilson’s meeting with Georges Pompidou, the French Prime Minister, and
Maurice Couve de Murville, the French Foreign Minister, on 6-8 July.%

There was a hiccup before the politicians met. The consultants produced a revi-
sion of their earlier estimate of the construction costs, largely as a result of
enhanced engineering requirements. The new estimate, £156—71 million in 1966
prices, represented an increase of 16-28 per cent. Although this clearly unsettled
those who, with George Brown, feared that the Tunnel would prove to be another
escalating project like Concorde, it appeared that even at the higher costs the eco-
nomic benefit would fall by only 10 per cent, and the financial return would be
closer to 15—19 per cent instead of 1721 per cent.”® After this panic was over, the
Prime Minister discussed the Tunnel with Pompidou on 8 July, with Castle pres-
ent. The geological report ‘was extremely encouraging’, Wilson pointed out, and
the British ‘wished to make all possible progress’ on the basis of construction
with private capital and operation using public funds. Pompidou welcomed an
important project, but felt that ‘several points still needed to be clarified’, not
least the construction costs and the financing issue. Both sides accepted that they
should agree on the kind of arrangements that could be made with private capi-
talists before discussions were started with the interests concerned. Other matters
took centre stage, of course. The joint communiqué referred to the leaders’ talks
on Britain’s entry into the EEC, in which the two sides adopted rather entrenched
positions, and to the decision to proceed with Concorde, in spite of spiralling
costs. But in relation to the Tunnel, Pompidou accepted Wilson’s view that the
statement should be more encouraging following the geological survey, giving a
‘green light’ to the Tunnel.”! The outcome remained cautious, however. Shorter
than originally drafted, after intervention from a sceptical Couve de Murville, and
more ‘yellow’ than ‘green’, the communiqué stated that the Tunnel should be
built, but subject to the important proviso that questions of finance and construc-
tion had still to be agreed.”

Why did the British Government display such a sense of urgency in the summer
of 1966? Castle’s appointment as Minister of Transport had been followed by a
shake-up of the department, which appeared to have taken its foot off the pedal
under Fraser and Padmore, the latter being dismissed by Castle for having
become ‘lackadaisical’ and ‘utterly bored with Transport’.”> Planning was given
greater emphasis with the appointment of Christopher Foster as Director-General
of Economic Planning in January 1966. Castle was also determined to inject
some co-ordination into this ‘sprawling jungle’ of 7,000 civil servants, 12 Under-
Secretaries and somewhat autonomous departments (the main sections were
highways, railways and nationalised transport, and planning), an intention which
culminated in the Transport Act of 1968.7* However, important as Castle’s revo-
lution was, the origins of the decision to accelerate consideration of the Tunnel
lay elsewhere. Major issues at the centre of Anglo-French relations encouraged
the British Government to resolve the matter quickly. First, there was de Gaulle’s
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personal statements in favour — notably, ‘Le tunnel se fera [the tunnel will be
built]’, backed by an equally enthusiastic Minister of Transport in Pisani.”
Second, there was some real anxiety that the ‘compromise solution’ had already
leaked out, and more specifically that the CTSG had already learned about it
through their close contacts with French officials.”® Third, it is clear that after the
1966 election Wilson had put European matters and improved relations with
France higher up the political agenda. He had appointed George Thomson as
Chancellor of the Duchy of Lancaster with the specific brief of reconsidering
Britain’s entry into the EEC. In this context, de Gaulle’s announced withdrawal
from NATO in March 1966 was a potentially explosive area of disagreement with
the French. So too were the arguments over the rising cost of two joint European
ventures, Concorde and the European rocket launcher, ELDO, where the British
were keen to extricate themselves or else reduce their financial commitments.”’
With Pompidou set to visit London in early July, there was every reason to pre-
vent the Tunnel from becoming a negative pawn in a wider and more complex
diplomatic game.

Nevertheless, one could easily exaggerate the extent of the progress made in July
1966. The joint statement of the two governments was another expression of agree-
ment ‘in principle’ which did not commit anybody to going ahead, leaving more to
be agreed at a later stage. As Castle so aptly put it during the EDC discussions, ‘If
it was now decided to go ahead with further study of the project, the Government
would not be finally committed’. She was equally candid during the Wilson-
Pompidou talks, noting that ‘The problem...was the desirability of conveying the
impression that we had moved further than the statement of February 1964 without,
at the same time, giving a false impression that all the problems had been settled”.”®
Indeed, the ‘slow, slow, quick quick’ waltz was intensely frustrating for those
outside government who did not appreciate the intricacies of inter-departmental and
inter-country negotiation. Tunnel promoters could only speculate why, in the six
years between the publication of the CTSG Report in March 1960 and the second
major joint statement in principle in July 1966, there was so much still to be
decided. Outstanding issues included: the details of the rental agreement; the terms
and timing of the governments’ option to acquire the Tunnel at the end of the
concessionary period (also not determined), the distribution of equity and the
participation of overseas capital; the British Government’s insistence that it be
allowed to participate in the equity; the appropriate remuneration to shareholders
given their reduced risk; the need to secure unrestricted access to the Tunnel for traf-
fic from continental countries other than France; and a further examination of the
regional planning implications. In British eyes, the French were mainly responsible
for the feet-dragging, as they had been in 1961-3, and there was press speculation
that some of the delays were caused by French exasperation with the British over
Concorde.” But the difficulties were also caused by genuine disagreements within
the two governments. In France, as we have seen, the Finance Ministry saw some
merit in the public capital argument, while the Transport Ministry did not. The
degree of enthusiasm for the Tunnel was also much stronger in the latter department
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than in the former. Furthermore, economists in the Foreign Ministry were known to
be hostile to the project.®’ British civil servants and Bank of England officials
accepted that there were genuine difficulties in the French position vis-a-vis
government expenditure. The Finance Ministry had placed a balanced budget at the
top of its priorities, and having succeeded in achieving this goal in 1965 — ‘the first
time for decades’ — was not keen to find any capital for the Tunnel from the public
purse. In addition, there was a constitutional obstacle. Unless a large proportion of
private capital were raised for a single tunnel company, it would be deemed in French
law to be a public sector venture, and would thus be included in the national
accounts, where budgetary difficulties would rule it out.?! Political instability in both
countries also presented numerous opportunities for delaying tactics. In Britain, the
small majority of Wilson’s first administration pushed new and expensive projects
to the bottom of the list of priorities. And in France, instability was also evident.
Voters were called to the polls no fewer than 15 times during de Gaulle’s presidency
(1958-69); his narrow re-election win at the end of 1965 heralded 15 months of
almost continuous electioneering.®> The departure of enthusiasts did not help the
tunnellers’ cause. Overy Gingell was given broader responsibilities in March 1966
on becoming a Deputy-Secretary, but then died unexpectedly in the following
month.** Pisani, an enthusiast who was prepared to take matters into his own hands
if civil servants failed to share his sense of urgency, gave up his responsibility for
transport in April 1967.%* But these were exceptions. Given the numerous compli-
cations surrounding the Tunnel there was just not enough unequivocal support
either in Whitehall, I’h6tel Matignon (Prime Minister’s office) or the Quai d’Orsay
(Foreign Ministry) to really push the project home.

4. The search for private sector partners, 1966—70

In spite of the apparent progress in the first half of 1966, there was little chance
of taking matters further until the completion of the second joint report of British
and French officials. This document, dubbed ‘AF66’ to distinguish it from the
earlier study in 1963 (‘AF63’), appeared in August. It contained no surprises.
The only substantive change over the advance summary text considered by the
Cabinet in June was the incorporation of the revised estimate of construction cost
(see above). Traffic estimates were also revised, most being raised by between
5 and 30 per cent (cf. Table 3.2, cols 4-6 and 7-9). However, these modifications
had only a marginal impact on the calculations of net economic benefit and finan-
cial return, which remained healthy (see Table 3.1), and AF66 gave the seal of
Anglo-French approval to the work which the British had done earlier. The summary
results of the geological survey, endorsed by the joint Commission of
Surveillance, were that there was sufficient information to enable the tunnel line
to be plotted with precision. The lower chalk offered an uninterrupted medium
and the engineering risks were regarded as slight. Consequently, there was confi-
dence in the revised estimate of costs, which provided for a portal-portal service
tunnel and more generous contingencies. The figure was £120.5 million, plus
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(©) The Times, London, 1966,

“All dates are tentative at the moment, but we expect the financial backing in 1968, planning
and execution of approaches in 1969, work on the tunnel started in 1970 and the whole
project abandoned in 1971 due to escalating costs.”

Cartoon 3 Cynical but prophetic observation about the project management of the
Channel Tunnel after the Anglo-French report of 1966, Kenneth Mahood,
Times, 4 November 1966 [Centre for the Study of Cartoons and Caricature].

£51 million for the associated rail and road infrastructure. The Commission felt
that given the provision for contingencies the total cost would lie in the range
£157-71 million. The immersed tube alternative was not ruled out entirely, but
given the enthusiasm for a tunnel it had not been subjected to the same degree of
rigorous study.®® Of course, further work was required. A detailed design of the
Tunnel was needed, together with agreement on construction techniques, ventilation
methods, and operational criteria. More legal work was needed to draw up a Franco-
British Treaty, together with the necessary domestic legislative instruments, and
concession agreements. The two governments also had to agree a joint negotiating
position, with suitable prospectus documentation, so that serious negotiation with
interested private interests could begin. This in itself meant that a detailed
specification and corporate profile of the construction and operating companies
had to be determined, resolving all the outstanding issues identified in July
(rental, equity participation, profit distributions, etc. see p. 59), and establishing
the relationship of these new bodies with British Rail and SNCF.%¢
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The joint report pointed the way to formal acceptance of the plan by the two
governments. It had been known for some months that Pisani was coming to
Britain in September and was keen to meet Castle to discuss the Tunnel. Castle
obtained the support of her senior Cabinet colleagues for the policy, and officials,
anticipating an extensive discussion, worked on a lengthy communiqué.?’
However, there was insufficient time for the French Government to endorse AF66
officially, and the status of the meeting had to be reduced hastily to that of an
informal talk.®® Held on 9 September, it was the first time that the two Ministers
had met face to face to discuss the project. The mood was upbeat. Castle
confirmed British acceptance of the private construction/public operation
compromise, and declared ‘that she was convinced that the time was now right
for decisions on the Tunnel, a project on which she personally was very keen’.
Pisani was characteristically bullish. He ‘also wanted decisions as quickly as
possible’ and regarded the joint report as an ‘excellent’ basis for proceeding. ‘He
agreed that it was “now or never” so far as the project was concerned.” However,
if the British were to introduce legislation in the 1967/8 session there was very
little time to determine the outstanding issues identified in the joint report. The
preliminary discussions on these issues and, in particular, on government partic-
ipation in the equity, were frank but, as in July, a short communiqué had to serve.
It referred very briefly to receipt of AF66 and announced that the Ministers were
to meet again in Paris on 28 October. By this time it was anticipated that the
Pompidou Government would have given AF66 its formal blessing.®’

The British were disconcerted by French reticence to reach a decision, and con-
tingency plans were made to withdraw from the meeting if a formal endorsement
did not materialise. On the other hand, there was more than a hint that the French
were perplexed by British coolness towards the CTSG and its insistence first on
a public solution, then on a government stake in the equity, both of which were
regarded in some circles as stonewalling tactics. As Castle noted in her diary, ‘The
French obviously came along thinking we were dragging our feet’.”® After more
Franco-British fencing the two Ministers met again on 28 October. Castle and
Pisani established a rapport and a more substantial joint communiqué was quickly
agreed and launched at a press conference. With the support of an optimistic
outline timetable drawn up in the Ministry of Transport, Castle announced that
the Tunnel should be open by 1975. The meeting was followed by visits to the car-
ferry rail terminal at Fontainebleau and, on the following day, to the Mont Blanc
road tunnel.”! The new statement took the project further forward in a public
sense by revealing the terms of the compromise. The Tunnel would be built by
private capital ‘drawn to the greatest possible extent from the international capital
market’; however, it would be operated by an Anglo-French public authority.
Government participation in the risk capital ‘would not be excluded’. It was also
announced that British and French railways would be ‘closely associated’ with the
operation of tunnel services, and that ‘unrestricted access. .. would be guaranteed,
without discrimination, to all users’. Nevertheless, sceptics could be forgiven for
their belief that the extent of this ‘progress’ was limited. The communiqué
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conceded that the financing ‘would have to be secured on terms acceptable to the
two Governments’. And yet more ‘study’ was promised, the work to be undertaken
by permanent working groups in each country.”?> Furthermore, a minor embar-
rassment in the aftermath of the statement revealed in microcosm the difficulties
in managing the project as a joint Anglo-French government venture. Le Monde,
using an information circular from the Ministry of Equipment issued two days
before the meeting, had asserted that the immersed tube alternative had been
abandoned. Castle was then moved to write to Pisani to point out that ‘no irrevo-
cable choice has been made at this stage’. Although a tunnel was the most likely
choice, the intention was to wait until negotiations with private interests were
nearing completion before making a final decision. The episode did not augur
well for the resolution of other, more pressing, problems.”

The October 1966 announcement marked the beginning of a two-year period
of protracted negotiations which ultimately produced little advancement of the
project. To undertake the programme of work identified in the communiqué, the
British and French Governments appointed John Barber and Roger Macé to head
teams with special responsibility for the Tunnel. Barber, an Assistant Secretary
reporting directly to Scott-Malden, led the Channel Tunnel Project Team and
chaired an inter-departmental committee with representatives from the Treasury,
DEA, Board of Trade, Foreign Office, Inland Revenue and the Bank of England.
The first task was to produce a prospectus to issue to private interests.’* In spite
of the new spirit of optimism engendered by the Castle-Pisani talks, and the
new players, the somewhat pedestrian nature of Anglo-French negotiations
scarcely altered. Macé proved extremely elusive in his early months in office, and
given the pressing timetable, this produced renewed frustration on the British
side. Once again, there were complaints that, ‘as has happened throughout the
history of this project, the British side is making all the running’. By the end of
January 1967 the British team had met 18 times and produced 14 working
papers; the French, in contrast, had done little; Macé had not moved into his
offices in the Ministry of Equipment and his inter-departmental team was not
complete. An impending general election, to be held in March, was an obvious
distraction.”” Nevertheless, the two sides were able to agree on the wording of an
information memorandum in the following month. This was also something of a
compromise. Inviting expressions of interest by 15 April, it contained the mini-
mum necessary in British eyes to avoid serious delay and the maximum that could
be revealed in French eyes to avoid perceived difficulties before their election.”
On 22 February Castle was thus able to announce, as an aside during the
Commons debate on the Transport Policy White Paper, that the two governments
were seeking expressions of interest from private groups wishing to finance or
construct the Tunnel.”” The procedure may have appeared a rebuff to the CTSG,
which had invested about £1 million in advancing the project since 1957.
However, British officials fully expected the Group to be the front runner, since
no major competitors appeared to be in the wings.”® In fact, interest was
expressed from a wider base. In all there were 41 requests for information, most
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of them from potential bidders, and five serious applications were submitted by
the April deadline. After the study teams had examined the replies, the Ministers,
Castle, and Jean Chamant, head of a reconstituted Ministry of Transport,
announced on 22 May that three financial consortia had been invited to submit
more detailed bids by 15 July and enter into further discussions with the two gov-
ernments. The groups were the CTSG; an Anglo-French-American group headed
by the British merchant bankers, S.G. Warburg, and the Banque de Paris et des
Pays-Bas; and an Anglo-French-American-Italian group, also led by a British
merchant bank, Hill Samuel, in association with the French bank Louis-Dreyfus
(Table 3.3).”

Once again, British and French officials took a very different view of the way
in which talks with these private parties would be conducted. Barber’s team had
been busy working on a detailed statement of the British negotiating position,
with the help of Hambros Bank as consultants. The documentation was intended
to be used in discussions with the French Government and subsequently with the
private consortia. The French, on the other hand, made it known that they pre-
ferred to wait until the consortia had submitted detailed proposals before com-
mitting themselves.'” Notwithstanding this difference of approach, British
officials went on to secure ministerial approval for the position they wished to
adopt. In April Castle consulted with Callaghan, Stewart (now First Secretary)
and Brown (now Foreign Secretary), and took additional advice from Thomas
Balogh, Reader in Economics at Oxford University and Economic Adviser to
Wilson’s Cabinet, and Lord Campbell of Eskan, a businessman sympathetic to
Labour and a friend of Castle.!! Balogh had already made some characteristi-
cally trenchant comments on the prospects for private financing of the Tunnel.'%?
In May, Castle identified five basic negotiating issues. Should there be any
equity? If so, how much? Were the suggested periods for amortisation and the
length of the concession right? What was the appropriate return on equity? And,
finally, should the Government participate in the equity? In discussions with her
advisers Castle agreed that the cheapest way to raise capital would be via gov-
ernment-guaranteed, fixed-interest bonds. However, the compelling argument for
including a portion of risk capital was the fact that without it, the French might
refuse to go ahead with the project. It therefore followed that the British strategy
should be to maximise the extent of fixed-interest bonds and minimise the equity
element (to say 10 per cent) consistent with satisfying the French. If any conces-
sions were made in the direction of rewarding risk capital, it was suggested that
they be limited to the ‘extra costs involved in a share capital of the order of
£10 million’. Given the expectation of a highly geared capital structure, the
Minister suggested that officials should not exclude the possibility that the period
of debt amortisation might have to be longer than the 20-25 years originally
envisaged.'” The negotiating position was then put to Castle’s colleagues.
Offering broad support, their criticisms were limited. Stewart and Brown made a
plea for flexibility in handling the equity issue, while Callaghan expressed his
department’s preference for a shorter period of amortisation.'%*
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Discussions with the three consortia began in the summer of 1967 and went on
into 1968. The financing and organisational proposals of each group were first elab-
orated through the submission of detailed documents in July 1967, then clarified in
answers to separate questionnaires, and at face-to-face meetings with British and
French officials in November and December 1967.'% The two governments
responded by issuing a further set of guidelines inviting the consortia to confirm
any modifications and indicate the parameters within which their proposals might
be varied.!% These ‘rounded-off” submissions were received by the beginning of
February 1968. However, it immediately became clear that the prospects of resolv-
ing the bidding process were slim. The sheer complexity of the proposals was one
element, but the more fundamental problem was that of selecting one of the groups.
In March Barber warned Scott-Malden that the choice would be difficult because
‘no one group stands head and shoulders above the others and...no one group is
quite clearly out of the running’. At the same time, none of the three submissions
looked like being acceptable ‘without negotiated modifications’. In fact, a combi-
nation of groups might be required because ‘the group whose proposals most
readily fit in with the French point of view may not be the same as that whose
proposals suit the British side best’. Barber’s initial analysis of the situation was to
prove perspicacious as the deliberations continued.!'?’

British and French officials scrutinised the proposals and prepared reports with
the aim of producing a set of joint recommendations for their respective minis-
ters. By early April the British position was clear. Hill Samuel’s bid was the most
attractive because it proposed a small equity component which would earn mod-
erate returns for a lower acceptance of risk. The group also found favour in
London because it was British-led and its initial proposals had been presented
first, and ‘in the clearest, least evasive format’. On the other hand, the bid of the
CTSG did not command support. The Group had shaped a proposal much closer
to French requirements. It offered to put up the highest amount of equity itself —
£5 million — and was prepared to take on higher risks in return for higher returns.
It also had the advantage, from a French point of view, of a larger input from
French financial interests. Some elements of ‘lock-in’ were also recognised. The
CTSG would seek compensation for past work if not selected, and the SNCE,
which had put up the French money for the geological survey, might also seek
repayment. However, British officials felt that the CTSG had shown ‘too little evi-
dence of being able to act as a coherent team’ and required ‘an injection of new
blood — particularly on the British side’. Nor could the third bid, that of
Warburg’s, be accepted as a compromise. It possessed ‘considerable quality and
attractiveness’, but was less developed than the other two, and was criticised for
being ‘individualistic’ and ‘somewhat idiosyncratic’. Barber’s team therefore
agreed to state an initial preference for Hill Samuel and, failing French support,
to suggest a compromise involving this group and the CTSG.'%®

A frank exchange between the British and French teams took place in Paris on
8 and 9 April. Barber declared his preference for Hill Samuel, Macé for the
CTSG. The latter then made it clear that he would not be averse to a merger of
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two groups if satisfactory terms could be agreed.!” But in spite of this willingness
to compromise, the problem of finding a way through the labyrinth persisted.
There was more than a hint of impatience with the failure to complete the
negotiations, and there were some ministerial exchanges in May, since by this
time a further reshuffle had occurred. Michael Stewart, who had been reinstalled
as Foreign Secretary on 16 March, offered the new Minister of Transport, Richard
Marsh (he had succeeded Castle on 6 April), the help of Foreign Office staff in
breaking the log-jam. He also pressed for a speedy resolution of the matter, so that
‘the economic advantages of getting on quickly with the project will not be
diminished by over-elaboration on methods of financing, and on administration
in the preliminary stages’. Marsh, stung by this observation, defended his
Department’s performance. The problem was not over-elaboration so much as the
failure of the financing groups to come up with an acceptable proposal. As proof
of the Ministry’s concern for the legislative timetable, he referred to the insertion
of clauses into the Transport Bill (Transport Act 1968). These provided powers to
purchase land for the Tunnel, and, as a matter of urgency, to establish a Channel
Tunnel Planning Council as the forerunner of an operating company on the
British side.!'® Another factor in the delay, not referred to by either Stewart or
Marsh, was the outbreak of serious political disturbances in the French capital in
the same month. The strikes and direct action of students and workers, soon to
pass into history as ‘mai 68 or the ‘Paris Spring’, certainly gave the French a
legitimate reason for distraction.!!!

The British team completed its report in June and agreed joint recommendations
with its French counterpart in early July. It was readily accepted that none of the
financing proposals was acceptable as it stood, and that the way forward was to
invite the three consortia (Warburg was not ruled out) to respond to a second
round, with more specific guidelines. The impasse over the amount and phasing of
the successful group’s contribution to risk capital was more difficult to resolve,
however. Appeals to complex mathematical models indicating risk and returns dur-
ing both the initial ‘study’ period (yet more study!) and the construction period,
and arguments over the operation of ‘perverse incentives’ were eventually
abandoned in favour of ‘horse-trading’, and a compromise deal was reached.
It was agreed that the proportion of equity would lie within the parameters 5 and
15 per cent of total capital, and would be fixed after the study period had revealed
the Tunnel’s financial prospects with more accuracy. The winning consortium
would be required to put up at least 20 per cent of the risk capital subscribed by
the early years of construction. It would have to find £2 million in this form for the
study period (the remaining study costs, expected to be another £2 million, would
be financed by short-term bank loans, convertible into fixed-interest debt). The
precise returns to equity were to emerge after a further round of negotiation with
the consortium.''? Shortly afterwards, these recommendations were submitted for-
mally in the two countries. Marsh, in briefing his colleagues, expressed regret
about the failure to select a winner, but felt the revised guidelines would reduce the
time spent in negotiating once the selection was made. He therefore expected the
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successful group (or groups) to be identified by the end of October and a
preliminary agreement reached by the end of the year. He intended to make the
timetable public during parliamentary question time on 24 July.!'3

The worsening political and economic crisis in France put paid to this
timetable. The new government elected in June, in the wake of ‘mai 68, provided
no comfort for ‘tunnelistes’ since Couve de Murville, a known sceptic, became
Prime Minister. The French also had a genuine difficulty in matching the British
initiative in providing for the establishment of an embryonic operating body.'!4
The lack of progress was disturbing to British officials and an embarrassment for
Marsh. His intended announcement was abandoned and he was forced to stall.!!>
It was not until 18 October, over three months after the letter had been drafted,
that Marsh was able to write to Chamant to seek formal endorsement of the com-
promise.!!® Five days later the British Minister was able to inform the Commons
that the two sides had agreed to embark on a second round of negotiation with the
private groups. The Governments remained ‘confident that this final stage of
talks will reach a successful conclusion leading rapidly to the choice of a private
group’.!'” On the same day the three consortia received letters inviting them
either to submit supplementary proposals or to combine in presenting joint pro-
posals. The suggested deadline for the process was 1 January 1969. A response
from the CTSG was made contingent upon agreement of its claim for compensa-
tion (see below).!!8

Once again, only limited ‘progress’ had been made in the tortuous process of
constructing a Channel Tunnel. As a British official conceded, the statement did
not even commit governments to the choice of a group, ‘let alone to the reaching
of any particular agreement with that group, or to the building of the tunnel
itself>.!!® Furthermore, entrepreneurs could be forgiven for some astonishment at
the slow pace of project management. In spite of all the work accomplished over
the period 1957-68, the new guidelines required both the successful consortium
and the two governments to go over much of the ground again in a ‘study period’.
This was to include another estimate of cost, another appraisal of viability (traffic,
tolls, receipts, etc.), and more geological work, in addition to the preparation of
detailed engineering designs, and tender documents. And, of course, the two
governments reserved the right to abandon the project ‘for any reason’.'?
Unsurprisingly, press reaction was muted. The Financial Times, in a leader entitled
‘Slow progress on the tunnel’, suggested that the request for resubmitted propos-
als was ‘a roundabout way of saying that both Governments are less enthusiastic
about the project than they were two years ago’.'?! The Times included a short
paragraph headed ‘Channel Tunnel decision delayed’, and went on to add to its ear-
lier bouts of Cassandra-like forecasting by including scare stories about escalating
costs, one in November planted by anti-tunnel lobbyist, William Deedes, the
Conservative MP for Ashford.!?> With the three groups invited to return to the
drawing board, the CTSG had the additional problem of formulating its demand
for compensation. In the circumstances, there could be no instant response to the
Governments’ compromise on financing and risk capital. The risks that continuing

68



ANOTHER FALSE START, 1964-70

delay might scupper the project emerged in a Commons debate in July 1969,
which revealed the strength of opposition in Kent.'? It was not until November, by
which time the compensation issue had been resolved (see below), that the CTSG
and Hill Samuel began a series of informal talks with British and French officials
to explore the possibility of producing a set of financial proposals from the con-
sortia acting on a joint basis. Unsurprisingly, the private parties were sceptical
about the complexity involved in the stipulation that two companies, a ‘study com-
pany’, followed by a ‘construction company’, be set up. Instead, they favoured a
single company, with a single system of finance.'?* By this time Marsh had moved
on, as had Chamant,'”> and detailed negotiations were proceeding when the
Conservatives were returned to office in June 1970 (see Chapter 4).

An important consequence of the October 1968 decision was to effectively end
the aspirations of the CTSG to independently finance, build and operate the
Tunnel. The Group’s immediate challenge was therefore to pursue the thorny mat-
ter of compensation. As we have seen, when the contract for the geological sur-
vey was signed in 1964, provision was made for reimbursement, and the two
governments had always conceded that the CTSG had a moral, if not necessarily
a legal, claim for work undertaken and for rights and property acquired.'?® When
the Group submitted its detailed proposals in July 1967 it emphasised that no pro-
vision had been made for remunerating it ‘for the considerable time, study and
expense. .. devoted to the Channel Tunnel since the Study Group was formed in
1957, or for remunerating certain of its constituent parties for their work since the
latter part of the last century’. It was accepted that an agreed sum should be added
to the liabilities of the successful construction company. But how much was jus-
tified? When pressed for a detailed statement, the Group responded in October
1967 by placing a value on its work and activities, ‘including fair recognition of
its initiative’, of £4 million.'?’ No progress was made until after the October 1968
decision. On 4 November the CTSG submitted an itemised claim for £3.3 million
in 1971 values, excluding profit, or £3.96 million with a profit element of
20 per cent. Explanatory accounts of Group expenses followed, including bills of
£173,000 and £100,000 from SNCF and British Rail respectively.'?® The initial
reaction of officials on the British side was that a more reasonable figure was
£2-3 million and bargaining with the Group began at £1.5 million.'?® But with
Technical Studies Inc. adopting a hard line, and with elements of the claim origi-
nating in the nineteenth century, the legal and financial niceties were challenging,
to say the least. A modus vivendi between the CTSG and the two Governments
was not reached until September 1969, when a payment of £3 million was
provisionally agreed.'3?

The haggling over compensation added a somewhat bitter taste to the CTSG’s
important involvement in the Tunnel project. What had the Group achieved?
First and foremost, it had pressed for the Tunnel in a thoroughly entrepreneurial
spirit and had provided enthusiasm and determination whenever civil service
caution and the nervousness of Ministers threatened to bring proceedings to a halt.
The abiding memory among tunnel watchers was of Leo d’Erlanger presiding over
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annual meetings of the Channel Tunnel Company in London, or of Lord Harcourt,
with his impeccable governmental and banking pedigree, pursuing the cause in
numerous meetings behind the scenes. Most characteristic of all was Alfred
Davidson, striding the boards in London and Paris and exasperating the British and
French in equal measure, but, above all, promising American entrepreneurship of
a kind which had financed the London Underground at the turn of the century, and,
more recently, the 23-mile Chesapeake Bay bridge-tunnel complex in Virginia,
completed in 1964.!3! Second, there is no doubt that this was a truly international
consortium, with significant French support, from Suez, de Rothschild and the
SNCEF, although the American component appears to have grated on the French, at
a time when Jean-Jacques Servan-Schreiber was warning Europe about the dan-
gers of the American challenge.!3? Finally, it was self-evident that the pioneering
work begun by the Group in 1957 and continued after the submission of its initial
plans in 1960, provided the template from which all else since has followed. As
British officials readily conceded, although the two Governments had carried out
their own studies since 1960, the project was ‘still, in essence, that of the CTSG;
the Government studies having served to confirm and develop the original pro-
posal, rather than produce a new one ab initio’.!>> On the other hand, the Group
failed to sustain its clear lead in the field. Because it was so firmly identified with
French prescriptions for the project, it helped to muddy the waters of Anglo-
French relations while giving the French Government a rather optimistic picture of
the prospects for private investment. The shortcomings of a somewhat ill-fitting
amalgamation of speculators, financiers, and mixed economy companies were
revealed during the consortia competition of 1967—8 and by 1969 there was evi-
dence that some of its players were ready to step down.'3* Even so, the legacy of
the CTSG persisted in that it played a full part in the inter-consortium negotiations
of 1969-70, and transformed itself, without the American involvement of
Technical Studies, Inc., into the new grouping (see Chapter 4).

5. The railway dimension, 19669

Although dominated by financial questions, the project also demanded parallel
work on the operating element, which in turn required the two Governments to clar-
ify the role of, and their relationship with, the two railway systems. The joint report
of 1966 had set out the basic structure. An Anglo-French public authority would
assume a planning function during the study and construction periods before taking
executive responsibility for the running of the Tunnel, including maintenance and
future enhancements, the setting of commercial policy and the remuneration of the
construction company. But once again, the devil was in the detail, and potentially
complex issues surfaced in the period 19689 in relation to functional responsibil-
ities, the precise division of assets, and relationships with other parties. As one
working paper observed, there was a ‘triple duality’ in the role of the operating
body. First, it had to perform a planning function followed by a managerial one;
second, it had to pursue a single-minded commercial strategy while balancing the
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needs of multiple interests; third, it had to reconcile differences in the approaches
of the two countries. Initial thinking envisaged a small executive body of four—six
members reporting to the governments through a joint commission of officials, with
an advisory council representing the interests of users and consumers.'® Limited
steps were also taken to establish the Channel Tunnel Planning Council. Expecting
that the new organisation would be required imminently, officials worked on the
details of its budget, structure and staffing over the course of 1969. In December
Sir Eugene Melville, an experienced diplomat and UK representative to the United
Nations in Geneva, indicated that he was prepared to accept an offer of appointment
as chairman of the new body.!*® However, the continued drift of the project meant
that the powers obtained in the 1968 Transport Act remained unused at the end of
the second Wilson Government.'3” Of course, a key issue in terms of operating was
the public authority’s future interaction with the two national railway systems. The
British Railways Board (BRB) had already expressed the view that it should operate
the Tunnel in conjunction with SNCEF, but the 1966 Report had dismissed this
suggestion for practical and competitive reasons. There was also a potential conflict
of interest in that the two railways were, through their shareholdings, members of
the CTSG."3® Nevertheless, the railway corporations were critical to the operating
equation. First, they had a pivotal role to play in determining technical aspects, such
as the Tunnel’s internal diameter, ventilation, fire-fighting, the impact of train
speeds and the choice of loading gauge. Second, they had a dual role as customer
and contractor. As a customer, British Railways and SNCF would pay tolls for
running through trains between their respective networks. As a contractor, the rail-
ways were expected to enter into agreements with the operating authority for the
haulage of car-carrying shuttle trains, and possibly to undertake signalling and track
maintenance work. Third, there was the railway investment associated with the
Tunnel, most notably in terminal facilities (see below).!3°

As we have seen, the railways had established mechanisms for planning con-
nected with the Tunnel (p. 46), although there was little urgency given the uncer-
tainty surrounding the project. However, with the more optimistic climate in 1966
the Ministry of Transport felt that BRB should be the subject of some ‘vigorous
prodding’.'*" In September, Castle informed Stanley Raymond, Beeching’s suc-
cessor as Chairman, that, since the Government had decided that the Tunnel should
be built, her department would be looking ‘more and more’ to the Board for
advice, particularly in relation to technical and planning aspects. She also pressed
him to ensure that the maximum commercial benefit was extracted. Raymond’s
reply was scarcely enthusiastic. Although ‘pleased’ to learn that a final decision
was expected, much of his response was taken up with rather negative observations
on the commercial implications. The Tunnel would have an adverse impact on the
railways’ shipping services, raising the possibility of financial compensation.
Commercial benefits would also be affected if BRB were excluded from all direct
operating. He was therefore disinclined to commit scarce management resources
to the project while BRB’s precise role had still to be clarified.'*' The subject was
raised again when Castle met Raymond during the Labour Party conference at
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Brighton in October. The meeting had been convened to tackle a number of pressing
issues affecting the railway industry, but there was time for Scott-Malden to make
it clear that BRB was expected to make a full-time Tunnel appointment, and the
pressure was kept up in subsequent weeks.'*> The Board eventually conceded by
appointing Michael Bonavia, Director of Training and Education, as Director,
Channel Tunnel Studies in December.'*? In the following year the rather cumber-
some Anglo-French committee structure was streamlined. A Railways (Channel
Tunnel) Joint Committee was established to improve the railways’ responsiveness
at a senior level. Its initial composition was three officials on each side: from BRB,
two board members, John Ratter (Co-chairman), Philip James, and a general
manager, David McKenna; from SNCEF, the Deputy Director-General, Roger
Hutter (Co-chairman), M. Legrand and R. Parés. The railways regarded the change
as a means to provide a single railway voice in negotiations with the operating
authority. However, the move did not square with Ministry of Transport thinking,
which much preferred mechanisms to produce a united British voice, rather than
having to cope with the complexities of two rival Anglo-French camps, one for
officials, the other for railways.'*

In fact, the evidence indicates that far from providing a unified voice, the two
railway administrations differed markedly in their approach to the Tunnel project.
In contrast to the stance taken by French ministry officials, it was the SNCF that
took the lead and devoted more resources to the Tunnel than their British coun-
terparts. The difference was exemplified by the stance taken by successive
BTC/BRB chairmen. While Robertson had been in favour, his successors,
Beeching, Raymond and (from 1968) Henry Johnson, were patently less enthusi-
astic, a position which contrasted with that of French railway leaders.'*> Lower
down there was no consensus. David McKenna, a Board Member from 1968, was
a strong advocate of the Tunnel. While General Manager of the Southern Region
he had expressed alarm at the ‘extraordinary slowness’ with which this important
subject was proceeding.'*® However, the attitude of his more junior colleagues
was very different. They felt that the resources required to run the existing rail-
way should not be diverted into planning a project that would probably not come
to fruition. Dubiety about the Tunnel was also reflected in the appointment and
standing of Bonavia. Ratter had been adamant that the project did not justify the
appointment of a top ranking manager.'*’” Bonavia, who experienced several
changes of title — ‘Director of Planning’, ‘Chief Officer (Special Duties)’ — as the
project was moved from one department to another, clearly lacked the authority
and command of resources enjoyed by his opposite number in SNCF, Hutter.
Unsurprisingly, SNCF was found to have been more active than BRB in research
and development work.'*® One British civil servant felt in 1966 that it was
difficult to get the Board to ‘spark’, while another complained in 1969 that the
railways, having been ‘pushing very hard’ for the Tunnel ‘a few years ago’, were
now displaying a ‘lukewarm attitude’.!*’

There were also doubters within BRB’s Shipping Division, where the Tunnel
clearly represented a competitive threat. We have already noted the attention
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given by Whitehall to the prospects of hovercraft and car ferries. These were
modes of transport in which British Railways made significant investments in the
late 1960s and early 1970s.'>" The initial effect of the Tunnel on cross-channel
shipping was expected to be ‘fairly abrupt’.!>! Consequently, Raymond made the
point that the Board might receive some compensation for displaced profitable
services, or else a share in the Tunnel’s operating profits. These suggestions were
not well received at the Ministry, which expected a more entrepreneurial
approach.'>? Furthermore, the procrastination over the Tunnel project did little to
assist the Division’s investment planning. There was the challenge of deciding
whether to expand port facilities, for example, and a more pressing matter, what
to do about the train ferries, which were life-expired and unlikely to be serviceable
to 1974.133 The late 1960s also saw the beginnings of the deep-sea container
revolution. The growth of this sector, while benefiting Freightliners, BRB’s own
fledgling container business,'** raised doubts in some managers’ minds about the
existing projections for freight traffic through the Tunnel. While it was only to be
expected that such thinking would emanate from planning departments in
Whitehall, it was more disconcerting to find railway staff quoted in newspaper
articles questioning the value of the Tunnel. For example, the statement of a sen-
ior shipping manager in 1966 that BRB’s new container ship operations would
produce speedier transit and major cost reductions encouraged the Times to take
this to be a distinct threat to Tunnel economics. Once again, British Railways had
divided loyalties, since it was making a large investment in the container concept
at Harwich.!%

Expectations of the Tunnel were also affected by more fundamental debates
within BRB about the wider strategy for freight, and by differences in the char-
acter of international freight operations by rail. The break up of the BTC in 1963
had produced only short-term relief from the railways’ financial problems, and
Beeching’s major rationalisation plan of 1963 acquired more authority as deficits
increased (BRB made losses of £150 million per annum, 1967-8). For freight the
strategy was to concentrate on block train-load traffic and container flows, while
eliminating the unprofitable wagon-load traffic.!>® However, in continental
Europe wagon-load operations remained the critical component of the railways’
international freight traffic, and containerisation had scarcely developed.
Furthermore, Britain’s more restricted loading gauge was clearly a barrier to the
movement of continental-gauge wagons. These differences made it very difficult
to forecast the railways’ share of tunnel freight traffic, which at this stage rested
on the assumption that a high proportion of rail freight, initially at least half,
would be in containers. The possibility that BRB might abandon wagon-load
traffic altogether raised the prospect that a much higher percentage of tunnel freight
would reach its destination by road rather than rail, with consequent implications
for the provision of terminals.'>” However, these issues, which have had a contin-
uing resonance, did not prevent senior railway managers from sharing the views
of British civil servants that the prospects for tunnel freight were good. The 1966
Report had predicted that freight would contribute about a third of the Tunnel’s
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gross revenue in 1980, rising to just under a half by 2005, and that much of this
would be rail-borne. Even Raymond agreed that the opportunities here were
greater than on the passenger side. Great play was made of the beneficial effects
of pushing back customs frontiers to inland depots and of reducing transit and
handling times. Ratter was particularly bullish in predicting that the Tunnel would
integrate Britain closely with Europe’s railway network through long-distance
Freightliner services.!*8

6. Infrastructure issues, 1966—70

Three main infrastructure requirements for tunnel traffic were identified: (1) a
ferry terminal for the shuttle trains; (2) a passenger station; and (3) a railway
freight terminal. Although new rail connections would have to be made to link to
the British Railway network, at this stage line capacity was thought sufficient to
meet traffic forecasts. The London-Folkestone line had recently been modernised,
and thus no provision for a dedicated rail link was made. However, some
expenditure in London was envisaged, including enhancements at Victoria station
and an option to develop a car terminal at Kensington (Olympia).'>° The location
of these facilities demonstrated differences between the British and the
French approach to infrastructure planning and development. In France, a site at
Coquelles, between Sangatte and Calais, had already been chosen. However,
Kent, in contrast to the Pas-de-Calais, had a strong lobby of wealthy commuters
with a ‘nimbyist’ attitude to economic development, and there was much more
hostility to possible sites. Initial proposals, formulated during the CTSG’s studies
in 1959-60, were for a terminal at Sellindge, near Ashford, on the line to
Folkestone (see Figure 3.1), and alongside the A20 road. However, in June 1966,
BRB indicated informally to the Ministry of Transport that another location,
Cheriton, closer to Folkestone, had been identified as superior on grounds of cost
and operational convenience, and this alternative was promoted in subsequent
meetings.'%® Shortly after his appointment, Bonavia had made it clear to Barber
that the location of terminals was a fundamental factor in the planning process
and should be dealt with as a matter of urgency.!®' However, Ministry officials
were far from convinced about the advantages of switching from Sellindge to
Cheriton, where there were environmental objections, and it was a further year
before a British Terminals Working Party was established by the Ministry, in
December 1967.'92 Made up of representatives from the interested departments
(Transport, Housing and Local Government), BRB and Kent County Council,
it was chaired by Brigadier John Constant, a newly-appointed full-time engineer
in the Ministry’s Channel Tunnel Division. Constant’s appointment, which was
followed by the creation of separate divisions for Channel Tunnel Administration
and Engineering, reflected the increasing importance of physical planning in the
project’s development.'%3

The Terminals Working Party produced an interim report in April 1968. It
quickly found that basic considerations heavily circumscribed the choice of
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location. The terminal had to be close to the tunnel portal at Sugar Loaf Hill and
the Folkestone-Ashford railway line, and the parameters were narrowed further
by the topography and amenity value of the available land, and more particularly by
the need to provide for future expansion. These requirements challenged the assump-
tion that the terminal facilities could be located on a single site. The Working Party
therefore concluded that the three elements of tunnel operations should be located
separately: the ferry terminal at Cheriton; the passenger station at Saltwood; and the
freight facilities at Sellindge (Figure 3.1).!%* Officials were aware that both the
substance and the timing of any public announcement would be sensitive issues. A
particular concern was to avoid the kind of controversy that had occurred in 1967
with the proposal to build the third London airport at Stansted, where the
Government, in rejecting the recommendations following a public inquiry, had
given the impression that it had already made up its mind before consultation.'%> On
the other hand, there was an anxiety to avoid a lengthy public inquiry of the Stansted
type. After an exchange between Scott-Malden and Idwal Pugh, Deputy Secretary
at the Ministry of Housing and Local Government, it was agreed that the matter was
sufficiently important to merit a submission to ministers.'®® In September 1968
Marsh obtained the approval of his colleagues on the Ministerial Committee on
Environmental Planning to the publication of a short discussion document setting
out tentative proposals and inviting public comment.'%” Three months later a discus-
sion paper produced by the Ministry of Transport was published as a consultative
booklet by Kent County Council. It presented the public with two broad ‘packages’,
based on Cheriton and Sellindge respectively (Table 3.4).!% The consultation exer-
cise generated some 200 replies from local authorities, other statutory bodies and
individuals. Many displayed outright opposition to the Tunnel per se, but of those
that expressed an opinion on terminal sites, the balance was overwhelmingly for
Cheriton, and this package, with the freight terminal at Stanford (Westenhanger),
was adopted at a meeting of Kent County Council in February 1969.!%° Armed with

Table 3.4 Channel Tunnel terminal facilities: options, 1959-69

Date Source Ferry Passenger Freight
terminal station terminal etc.
1959/60 CTSG/BTC Sellindge Sellindge Sellindge
1966 BRB Cheriton Cheriton Cheriton
April 1968 Joint Terminals Cheriton Saltwood Sellindge
Working Party
Dec. 1968 KCC/MT i Cheriton Saltwood Stanford
Discussion Doc. (Westenhanger)
or Sellindge
or Sevington
ii Sellindge Mersham Sevington
July 1969 MT announcement Cheriton Saltwood Stanford

or Sevington
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this ‘Kent view’, the arguments were rehearsed again in Whitehall, with more
discussions about the presentational challenge and the adequacy of the consultation
process. The Ministry, in a decision circulated to Ministers in July, endorsed the
Cheriton package, but exploiting British Railways’ uncertainty about its freight
requirements, hedged its bets on the freight terminal, where two of the potential
sites were retained. The details were then made public. The roll-on roll-off ferry
terminal would be located at Cheriton, the passenger station and sidings at
Saltwood, and the freight yard at either Stanford or Sevington.!”

The challenge of selecting the terminal sites, the need for associated road and
rail improvements and the continuing uncertainty over the future of the Tunnel
project drew attention to the potential impact of the facility on South-east
England in general and on Kent in particular. The concept of environmental plan-
ning had by this time assumed a growing significance within government. Under
the previous Conservative administration Keith Joseph, when Minister for
Housing and Local Government, had taken a leading role and in March 1964 he
published a White Paper assessing future developments in the South-east. The
document, produced in conjunction with the Board of Trade, made it clear that the
Tunnel would have no detrimental impact on the region, since its beneficial
effects would be ‘spread...far beyond the South East’.!”! A further report, pro-
duced in response to a Labour Cabinet resolution in July 1966 (see above, p. 58
and n.71), was undertaken by a working group led by the DEA, discussed at the
Official Committee on Environmental Planning in July 1967, and endorsed by
Ministers in November. This reaffirmed the findings of the 1964 White Paper.
There would be no serious or controversial implications for regional planning.
The Tunnel would not challenge the Government’s regional policies and, indeed,
would have a positive impact on regions outside the South-east. In addition, the
report was sanguine about the impact of terminal requirements, pointing out that
road improvements, particularly for the A20, were already envisaged.'”> The deci-
sion not to designate Ashford as a new town, announced in March 1968, provided
further relief from planning complexities in the area.!”> However, such reassur-
ances had a hollow ring for many in Kent, and debates in the Commons in 1968-9
provided evidence of the considerable anxiety and discontent over the impact of
the Tunnel on the local infrastructure. A short debate on the terminal issue in May
1968 produced a miscellany of local planning concerns affecting Folkestone,
Ashford and Canterbury.'”* Concern about planning ‘blight’, a depreciation in the
value of property caused by the knowledge that it was required for future devel-
opment, surfaced in a more general and sharper debate in July 1969. The Tunnel,
declared Deedes, was ‘already casting a long shadow’. Albert Costain’s straw poll
of his Folkestone constituency had produced 88 per cent against the Tunnel and
only 12 per cent in favour.'”> Opposition was scarcely assuaged by the decision
to place planning protection on a 14-mile strip of land for the terminals and their
approaches, or by continuing uncertainty about the freight terminal (as late as
1973 the choice of site had still to be made).!”® The strength of opposition
expressed through local MPs in the late 1960s, articulated before the idea of
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a dedicated high-speed rail link had been mooted (see Chapter 4), was merely a
precursor to the more intense environmental battles which were to follow.

7. Conclusion: another phoney war

What, then, was achieved during Labour’s Governments of 1964—70? A major
geological survey, though not without its difficulties, had found that there were
no technical obstacles to construction. The British and French Governments had
reached an accord on going ahead ‘in principle’. And planning had been under-
taken in some depth on the financial formulae for the preferred opinion — private
sector construction and public sector operation — and on the railway infrastructure
required to support it. However, as in earlier periods, genuine political optimism,
on this occasion represented by the Castle-Pisani talks in 1966, was quickly
eroded by the realities of detailed decision-making. This meant that with each
government statement, the project seemed little further forward. Some writers,
notably Bonavia and Donald Hunt, have suggested that the problem in the 1960s
was caused by the chasing of an elusive hare, the compromise private-public
solution. The concept was complex, demanded a government guarantee, satisfied
neither country and was doomed to fail. Hunt was particularly hard on the two
governments: ‘Five years had been wasted in a tedious repetitive spectacle — the
consequence of indecision, indifference, and procrastination — coupled with a
total lack of imagination’.!”” This view may be overdrawn. However, it is inter-
esting to find contemporary and private support for it from Transport’s Permanent
Secretary, Padmore, who wrote: ‘I cannot pretend that to my way of thinking the
prospect of raising capital on this basis, for a project of this nature, makes any real
sense’.!’® On the other hand, each negotiation, and each new study produced a
learning curve in the management of large, international projects, and it has to be
said that the difficulties were by no means all a government responsibility. The
complexities of the bids presented by the private sector consortia with their
numerous financial and mathematical calculations proved a nightmare for civil
servants to evaluate. And as the project limped on, a new dimension surfaced:
local opposition for environmental reasons. Debate and delay merely played into
the hands of opponents and nimbyists. Indeed, there were as many opponents as
supporters in parliament, Whitehall and private industry. As Wilson’s second term
in office came to a close, critics could be forgiven for complaining that the reality
of a tunnel seemed as far away in 1970 as in 1960. One of the players, Bonavia,
encapsulated the situation perfectly. The 1966 statement, he wrote, was merely
the prelude to a ‘stately minuet that was to last some half-dozen years, and
seemed to involve orders of “take your partners and advance; retreat and change
partners; advance again; pause and retreat; finally advance and honour your

partners”.’'7°
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THE HEATH GOVERNMENT AND THE
TUNNEL

Reaching agreement, 1970-2

1. A new government

With the initiative having passed to the private sector consortia in October 1968,
the period of Labour administration came to an end some twenty months later,
while the parties were still considering their response to the Government’s invita-
tion to come up with a new scheme. The election date — 18 June 1970 — had been
chosen for a number of reasons, not least the good local election results in May.
There was even a suggestion that Labour expected to derive some advantage from
a successful performance by England in the football World Cup. In the event,
England fell at the quarter-final stage on 14 June, and Labour’s overall majority of
96 in 1966 was turned into an unexpected Conservative majority of 30.! Of course,
football was not an election issue — the main concerns in a rather pallid campaign
were the state of the economy and industrial relations. But neither was the Channel
Tunnel, which was not mentioned in any of the manifestos and does not appear to
have attracted debate at the hustings.? Edward Heath, like Harold Wilson before
him, was no a priori enthusiast for a Tunnel.® Indeed, his belief in the need to
reform Whitehall and move ministers towards strategic planning rather than day-
to-day matters may lead us to assume that he would have eschewed direct involve-
ment in a specific project such as this. In the autumn of 1970 he announced the
establishment of two new super ministries, the Department of the Environment
[DOE], a merger of Housing & Local Government, Public Building & Works and
Transport, and the Department of Trade and Industry [DTI], together with a ‘think-
tank’, the Central Policy Review Staff [CPRS]. These important innovations sug-
gested that the detailed consideration of a tunnel would have to pass through
several layers in the new structure before reaching the top.* Furthermore,
the establishment of the unwieldy DOE, a reform anticipated by steps taken by the
previous administration, did nothing to elevate the concerns of transport and
the Tunnel within the Whitehall hierarchy. The new department may have func-
tioned satisfactorily under Peter Walker, Secretary of State until November 1972.
However, it was less effective thereafter, and there seems little doubt that as a result
the old Ministry of Transport functions ran less smoothly until they achieved
their ‘independence’ again in 1976.° The responsible minister also experienced
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a downgrading. When the new Government took office in 1970 John Peyton was
appointed Minister of Transport (but without Cabinet status, like his predecessor,
Fred Mulley). Four months later he became Minister for Transport Industries, a
junior post within the DOE, ‘that great spongy heap’, as he described it.° On the
other hand, Heath’s stance on Europe may have predisposed the Government to
arguments linking the project to improved Anglo-French relations. There was no
doubt that the Prime Minister was enthusiastic about joining the EEC, his mani-
festo pledging that Britain would enter into negotiations. He had also doubted
Wilson’s conviction about membership, notwithstanding the latter’s application to
join, which had produced a second veto from de Gaulle, in November 1967.
President Pompidou had apparently let it be known that the Tunnel would be seen
as a test of ‘British conversion to the European ideal’, and Heath may have been
susceptible to this argument, even if there is no direct evidence to substantiate it.”

2. Negotiations with the new consortium, 1970-1

As we have seen in the previous chapter, attempts to find a suitable consortium to
finance and construct the Tunnel were left hanging by Marsh’s October 1968
statement and the need to resolve the CTSG compensation issue. With tentative
agreement on the latter reached in September 1969 the way was cleared for infor-
mal discussions to recommence and in November representatives of the Study
Group and Hill Samuel met British and French officials. The parties were pre-
pared to follow the governments’ guidelines of October 1968, but put forward
some important modifications. First, they argued that there should be one com-
pany, instead of two, to handle the study and construction periods, and one system
of finance, applying the same proportions of private equity and publicly guaran-
teed fixed-interest debt throughout. Second, they were not prepared to accept
such a high level of risk in the study period. As Dallas Bernard of Morgan
Grenfell noted, ‘Governments do not appear to understand the absurdity of requir-
ing that the more risky the project appears to be the more equity capital should be
raised’.® The capital structure should therefore be amended, enabling the consor-
tium to put up only £1 million (instead of £2 million) of the initial £4 million
expenditure in the form of equity. Third, the financing group asked for a man-
agement fee in recognition of their ‘role as bankers rather than entrepreneurs’.
The £5 million in equity promised initially by the CTSG had not materialised.
Thus, British officials felt that their ‘bluff’, which had so impressed the French,
had been called.’

British and French officials quickly rejected the idea of a management fee.
They also insisted that the group should put up an equity stake of at least £2 million
in the initial ‘study’ period, though they were willing to provide safeguards in the
case of abandonment. If the two governments unilaterally scrapped the scheme,
the companies would be entitled to compensation in full; if the project were aban-
doned for any other reason, the governments would underwrite the non-equity
element. This represented a substantial concession on the part of the French.!”
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British officials then sought the approval of the Minister of Transport, Fred
Mulley, to indicate to the CTSG and Hill Samuel that a formal submission along
these lines would be given serious consideration by the two governments.
Ministerial agreement was obtained in March 1970 and British civil servants
anticipated that the group would submit its proposals in the following month.'!

Such optimism proved unjustified. Negotiations with the group continued to
address the fine details of the financing package. In particular, there was a fair
amount of haggling over the remuneration the consortium should receive as
founding shareholders for the special risks they were prepared to bear, and in
particular, for the non-transferability of, and nil return on, their equity until con-
struction was completed.'? In Paris Roger Macé was unhappy with the suggestion
that the two governments should intervene to fix in advance the precise extent of
the risk-reward for the founders. He was happier for the consortium to set itself a
ceiling on the reward, though he quickly came round to the British viewpoint.'3
The CTSG/Hill Samuel group, on the other hand, wished to see the rate fixed in
advance, and towards the top end. It was also irritated by the protracted negotia-
tions. At times, the discussions were clearly somewhat acrimonious.'* Delay in
arriving at an agreed text for draft heads of agreement was also occasioned by the
appearance of new players, with S.G. Warburg and White Weld joining the group
in April."> The position of the banks in the emerging French consortium was
another restraining factor. There were a number of ‘sticking points’, not least
about the remuneration formula. It was clear that while the British preferred to
specify ‘objectives’ rather than ‘mechanics’ in the heads of agreement, in France
the reverse was true. There were also anxieties about the production of suitable
clauses covering possible abandonment.!® Consequently, the discussions were
protracted, prompting numerous questions in the House of Commons.!” Officials
had not managed to resolve all the outstanding issues when Wilson announced the
dissolution of Parliament on 18 May, and discussions went on into June.'®

By July 1970 a position had been reached where formal proposals could
be put.!” Lord Harcourt (Chairman of Morgan Grenfell) and Jock Colville
(Executive Director, Hill Samuel) saw Peyton on 9 July and told the Minister that
the new combined group was ‘virtually agreed” on new proposals for the financ-
ing and conduct of the period of final study and construction.?’ Six days later the
proposals were sent to the British and French Ministers of Transport.?! A number
of coincidental events — the tabling of parliamentary questions, an annual general
meeting of the Channel Tunnel Company, a visit by the British Foreign Secretary,
Alec Douglas—Home, to Paris, and a meeting of French channel tunnel officials —
led to an announcement on 15 July.?2 Thus, only a month after the election, Peyton
was able to tell the House of Commons that a new consortium had been formed.?*
Referred to initially as the ‘Group’, it was an amalgam of the core elements of the
previous three bidders. The notable exception was Technical Studies Inc., which
dropped out. The suggestion was that the Davidson Brothers and their bankers
were unhappy with the lack of progress. However, the Davidsons regarded
themselves more as industrial entrepreneurs than as financiers. In any case, the
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presence of Technical Studies was felt to inhibit the choice of consultants and
contractors and as an American institution it was a rather expensive partner.?*
This left a ‘British Sub-Group’, consisting of the Channel Tunnel Company,
together with seven supporting banks from Britain and the United States; and a
‘French Sub-Group’, consisting of the Compagnie Financiére de Suez, SNCF and
eight French financial institutions (see Table 4.1). The consortium asked the
Ministers to approve ‘heads of terms’ covering the three phases of the project: the
study period; construction period; and remuneration period. The first phase was
to be governed by a definitive and legally binding ‘Preliminary Agreement’
between the Anglo-French Group and the two governments, which the former
expected to be signed within nine months. Prior to its signature the consortium
members undertook to: (1) submit management proposals for government
approval; (2) reach a legally binding agreement with the CTSG for the transfer of
assets and rights; and (3) form two companies, one British and one French, to
finance and carry out the remaining studies, and, if the results proved positive,
undertake the construction (under a ‘Main Agreement’). The share capital of each
company was to be £1 million or its equivalent in francs, with the Group under-
taking to subscribe a minimum of 75 per cent, and no single member subscribing
more than 25 per cent. The major provisions for the study and construction peri-
ods were, with the exception of the corporate structure, in accordance with the
October 1968 guidelines. The private sector agreed to find up to £4 million to
finance the first stage (studies and preliminary works), £2 million in shares, and
£2 million in loan capital, the latter to be indemnified by the t