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Thank you for your letter og}?/guly.

This correspondence has now been going on for a month and I can
see no benefit in prolonging it further. The Severn Barrage
Committee sent me their report over three months ago, and I
believe it important that I should publish it before the Recess.
I note your views, but my proposal has no public expenditure
implications, other colleagues who have replied support it and
in my judgement it is politically the most appropriate action.
I therefore intend to publish the report on 22 July, announcing
publication by an arranged PQ and Answer as indicated in my letter
of 15 June.

LS
I am copying this letter to the recipients of yours.

D A R HOWELL
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The Chief Secretary has read your Secretary of State's letter of

15 July. He notes that your Secretary of State intends to

publish the Severn Barrage Committee's Report on 22 July and

issue at the same time a neutral statement inviting comments on

the report. He does not wish to press his objections any further

at this stage, but, as he has made clear in his letters he

believes that it is already plain that the barrage would not be

a worthwhile national investment and would oppose strongly
proceeding with further studies on the lines proposed in the report.

Copies of this go to the Private Secretaries of the recipients of
the previous correspondence.
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Private Secretary
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SEVERN BARRAGE COMMITTEE REPORT Q]f]

Thank ,you for your letter of 1 July.

I remain unpersuaded that the Government should adopt a mneutral
attitude to the report. I realise that you do not seek to argue
the economics of the casej; but I do not believe it would be right
or prudent to ignore the unfavourable assessment by the working
party in deciding our public attitude towards the report.

You point out that this assessment will not be available to the
public. But it is very doubtful whether a period of public
consultation would generate an informed and realistic debate about
the project's economics. The Government is unlikely to change its
view. Indeed, there is a danger that a period of consultation
would generate false hopes predicated on the misapprehension that
the Government has a genuinely open mind about the barrage. L This
would make it more difficult for the Government to say that it did
not intend to proceed with the further studies than it would be

if we said this now, unless you were prepared to publish our own
assessment. In that event, we might be rightly criticised for not
having revealed our hand at the outset.

You suggest that the Government should not prejudge the possibility
of shouldering some of the risks of the project, but should wait to
see if specific proposals come forward from the private sector. I
cannot agree with this: it is virtually certain that the Government
would end up taking on the lion's share of the risks associated
with such a huge project. If, as I believe, we are in a position
to decide now that the barrage would not be a worthwhile national
investment, it would be wrong to encourage the private firms in the
belief that we might be prepared to do this. The experience with
the gas gathering project has relevance here. The private sector
has so far refused to bear the risks for that project even though
its economics are far superior to the barrage's.




In conclusion, I 5tand by the view expressed in my earlier
letter that the Government should express its reservations at
this stage, and say that it does not intend for the time being
to proceed with further studies costing £20 million or more as

proposed in the report.

I am sending a copy of this letter to the Prime Minister, the
Chancellor of the Duchy, the Secretaries of State for Trade,
Industry, Employment, Transport and Wales and to the Minister
for Agriculture, Fisheries and Food. A copy also goes to Sir
Robert Armstrong and Robin Ibbs.

LEON BRITTAN
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SEVERN BARRAGE, COMMITTEE REPORT

Thank you for your letter of 24 June.

I am sorry that you do not éﬁare my view that we should adopt a neutral attitude

to the Severn Barrage Committee Report when it is published.

I said in my letter to Michael Heseltine that I thought it important that the
Government should be seen to be encouraging public debate about a project of such
magnitude and complexity. The Severn Barrage Committee was set up by the previous
administration in response to a recommendation from the Select Committee on Science
and Technology to advise and assist the Secretary of State for Energy in reaching

a decision on whether to proceed with a Severn Barrage. As a Government, we have
been prepared to let the Committee complete its work and my Department has continued
to fund supporting R & D work. In my view it would be wrong, both politically and
presentationally, not to allow the opportunity for wider discussion and debate
before we announce our decision. In energy policy terms, it would give the impression
that the Government were not taking alternative energy seriously. More important
perhaps it could adversely affect our stance on nuclear power if we are seen to

ride rough-shod over other options. Opponents of the PWR can be expected to press
my officials hard at the Inquiry on the consideration the Government has given to
alternatives to nuclear power.

I do not wish to argue the economics of the case. The assessment by officials
drew attention to the risks and uncertainties surrounding the economics of the
barrage. But this assessment will of course not be available to the public. What
the public will see is a report which concluded that a barrage is technically
feasible and could be economically attractive under certain assumptions about the
future. In these circumstances it would appear precipitate for the Government to
say at the time of publication, on the basis of no published evidence and before
any public discussion, that the project was so risky that the Government were not




prepared to fund further studies to test its feasibility. We would lay ourselves
open to criticism both publicly and in Parliament. I see little harm arising

from a period of consultation, which will in fact cost nothing, before we announce
our decision.

I am surprised at your dismissal of the possible involvement of the private sector
in the financing of the b: If the economics of the project are as questionabl
as the assessment by officia oncludes, then Taylor Woodrow and its potential
associates (GEC, McAlpines and Balfour Beatty) will quickiy come to the same
conclusion without significant expenditure of time or money. On the other hand,

if the project looks feasible, we surely would not wish to discourage private
investment and we should therefore not deter the private sector,. given the interest
already shown, from working up proposals for handling the project. I note what you
say about the likelihood of risk falling to Government, byt we should not prejudge
the issue before seeing specific proposals.

I am quite certain that it would be preferable to wait until after the period of
consultation before I make an announcement concerning the next stage of studies.

I am copying this letter to the recipients of yours.
L}

D A R HOWELL
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I have seen a copy of youp letier to lMichael Heseltine of
15 June seeking agreement on the tgrms of the Government's LE’L

v
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statement on the report's publicstion.

You suggest a neutrasl ststement on publicastion indicating
neither acceptance of, nor_reservastions about, the report's
conclusions, and announcing s six-month period of public
consultation. However all the evidence points to the con-
clusion thet the barrage would not be a good nationsl invest-
ment. The only circumstances in which it appears that a
barrage might be economically visble would be the fsilure of
the Government's nuclear station strategy. Surely, therefore,
it is in fact clesr now that it is in reality most unlikely
that a decision will be tsken in the forseeable future to
build the barrszge.

The assessment enclosed with your letter speaks for itself.
The appraisal finds that:-

(i) "If nuclear cap

would slwsys be prefe
grounds, ss the Severn

acity could be constructed, it
rred to the barrage" on economic
Barrage Committee recognise.

(ii) The barrage would be "a very large, high risk,
ong-off project". It is open to considersble risks

and uncerteinties "which the report does not adequately
snalyse" and on which the economics of the barrage
crucially depend. A 5Q _per cent increase in capital
costs and constructi riod (not inconceivable in
the light of experience with the Thames barrier) and

8 reduction in energy output of 10 per cent would
result in costs exceeding benefits.
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A period of consultation is:surely most unli
Judgements sbout the project's pc rr'ﬂw;qch.
that the ?ncwrnaent should not pear t0Q _open—
the project's merits, and should st least Jhﬂ]Cdt
reservations zbout the economics.

You mention that Tsylor Woodrow, GEC and others have
they might be int erested in promoting the construction s
financing of 1.3 Lnrrage, though of course they have not yet
seen the Committee's report. I think that we snould be careful
not to encourzge private enterprise to devote an excessive
MoUmt—OY Time and elfort to the consideration of a project
whose merits are so cuestionsble. In any csse, the prospects
for attracting r1v*te risk capital for s speculétive venture
requiring soum 6bn over a period of 9-12 years s
minmgl. Th
whether in
contracts w

h m of overt guarantees or Goverr
th CEGB.
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For these ressons I feel that we ought to mske clear in the
ennouncement that, given the great uncertzinties surrounding

the project's economics coupsred with other forms of energy
investment, we do not intend for the time being to proceed with
the further studies proposed in the report. The statement might
then go on to acknowledge that the report rasises wide-ranging
issues, for instance concerning the environmental and socisl
impact of a barrage, and to welcome couments on the report from

the public.

I am sending copies of this letter to the Prime Minister, the

Chancellor of the Duchy, the Secretaries of State for Trade,
Industry, Employment, Environment, Transport and Wales and the
Minister for Agriculture, Fisheries and Food. A copy also goes
to Robin Ibbs &nd Sir Robert Armstrong.

LEON BRITTAN
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 3301

SWITCHBOARD 01-212 7676
Secretary of State for Industry

22 June 1981

The Rt Hon David Howell

Secretary of State for Energy

Department of Energy

Thames House South (Tn_
Millbank

London SW1P 4QJ
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SEVERN BARRAGE COMMITTEE REPORT

I agree with the course of action proposed in your letter of

15 June to Michael Heseltine regarding publication of the Severn
Barrage Committee's Report. It is essential, in my view, that
the fullest possible debate should be held in order to arrive

at a reliable assessment of the economic and other benefits

to be derived from the Barrage.

I am copying this to the recipients of your letter.
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Thank you for copying me your letter to Michael
Heseltine of 15 June and the enclosures.

I agree with you that complex schemes such as the
Severn Barrage project must be considered carefully and can
benefit from informed public debate. I am content therefore
with your proposal for a six months consultation period and
your draft reply to the PQ announcing this.

I am copying this letter to the recipients of yours.

—

NORMAN FOWLER
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Although the SBC's work has covere
was not -able fully to examine
aspects of a Barrage. It has ,
preliminary judgements and “ggﬂsted fu ther work on GCDtO““‘ an_
environmental aspects, This would be included in an Acceptability and
Preliminary Design Study, taking up to 4 years and costing up to £20m,
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which the SBC recommends the Government should now put in hand,
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A preliminary assessment of the Severn Barrage | epcrt has now been
prepared by two working parties under the aegis of the Official Inter-
Departmental Committee on the Severn Barrage (ICOSB), covering,
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