
EUROTUNNEL/SEAFRANCE MERGER INQUIRY 

Summary of hearing with P&O held on 14 January 2013 

Competition between short-sea and other routes 

1. In relation to passenger services, P&O did not consider the North Sea and Western 
Channel routes to be in the same market as the short-sea routes. This was because 
the destinations served by these routes were distant from the short-sea ports. P&O 
did not monitor activity on the Western Channel routes, as it was no longer active in 
that geographic sector. It did monitor competitive activity on the North Sea but only 
because it was itself active on North Sea routes. 

2. P&O did not think that it operated in the same market as low-cost airlines or Eurostar 
rail services, though there was some degree of competition for shares of the ‘leisure 
pound’. For tourists, it considered that the market which the tunnel and ferry 
operators focused on were the transportation of passengers with vehicles.  

3. In the freight market, routing choices were decided upon through modelling (consid-
ering driving miles and cost of crossing, for example). P&O thought that there was a 
wider range of options for shipping to the UK available for freight shipments travelling 
from further away, as there were more options for routings. 

Capacity on the short-sea routes 

4. In the medium term, there would have to be a reduction in the number of ferry oper-
ators or the number of ferries being operated on the short sea, as the required level 
of demand was not present to sustain the current market situation. It thought that, 
currently, there was around three ferries worth of capacity in excess of demand. 
There was sufficient capacity on the short-sea routes following the SeaFrance exit 
so, with the reintroduction of the vessels acquired by Eurotunnel, there was now 
excess capacity.  

5. [].  

6. P&O experienced periods of high demand, at the start of school holidays, for 
example. Decisions on the number of vessels and crossings were made based on 
year-round capacity requirements, however. For freight traffic, midweek afternoons 
were particularly busy.  

7. P&O had been refitting some of its vessels in the low season (Q1 of the calendar 
year 2013), resulting in a temporary reduction in capacity. This process involved 
placing the vessel to be refitted in dry dock for a period of 21 to 25 days. At the 
current time, the Pride of Canterbury was being refitted. When it returned to service, 
another vessel would be sent for refitting. P&O believed that DFDS was carrying out 
a similar process.  

8. The two newest P&O vessels (the Spirit-class ships) cost €360 million. The decision 
to invest in these ships was taken in the summer of 2008, as the economy entered 
recession. P&O made the decision to go ahead with the investments with a long-term 
outlook (the ships were expected to be serviceable for 25 to 30 years). The price paid 
by Eurotunnel for Berlioz, Rodin and Nord Pas de Calais was substantially lower, 



taking into account the remaining economic lives of those ships. P&O believed that 
this gave MyFerryLink a competitive advantage.  

9. P&O did not anticipate growth in the wider economy and so did not foresee any 
growth in the short-sea transport market in the short to medium term. 

10. P&O made estimates of Eurotunnel’s capacity, but was not sure that these were 
accurate. It understood that signalling or other upgrades could allow Eurotunnel to 
unlock significant amounts of capacity, by allowing a higher frequency of shuttle 
departure. P&O had no knowledge of the extent to which paths had been taken up by 
other tunnel users, such as Eurostar. 

11. P&O thought that, prior to its exit, the vessels Moliere and Nord Pas de Calais were 
not being utilized by SeaFrance to the full extent possible (when considering the 
number of daily round trips undertaken). Therefore, it believed that MyFerryLink 
would be capable of offering a similar sailing schedule to SeaFrance even though it 
operated fewer ships. It noted that Berlioz and Rodin were fast vessels, capable of 
doing more round trips than they had been undertaking at the time of the SeaFrance 
exit. 

12. In February 2012, P&O launched the new vessel Spirit of France to replace Pride of 
Calais. The latter vessel was kept in service until around the end of November 2012 
and had now been sold. This meant that, for most of 2012, the capacity of P&O had 
been higher than it had been in 2011, but then returned to 2011 levels upon the 
withdrawal from service of Pride of Calais. P&O noted that volumes of traffic using 
the DFDS’s Dover to Calais service had built slowly in 2012 and that, in general, 
DFDS’s Dover to Calais capacity was not highly utilized in 2012. 

Barriers to entry 

13. P&O thought that the availability of berths at the port of Calais could be a significant 
barrier to entry for a potential new entrant. It did not believe that the port could 
accommodate any additional vessels in addition to those in operation in the current 
market. This could change in 2016, as the port was undertaking a project to expand 
the number of berths available. P&O noted that vessels were readily available in 
today’s market.  

14. P&O thought that only companies with technical knowledge of the ferry industry 
would be able to launch a new service on the short sea. This limited potential 
entrants to existing shipping companies. Furthermore, the sector was thought to be 
very competitive, making it difficult for a new entrant to establish a brand identity. The 
high level of fixed costs in the industry meant that, in practice, a new company would 
need to build a customer base quickly. 

Agreements with freight customers 

15. Each freight agreement was individually negotiated with the customer. This was, 
typically, an annual process, though some agreements were for a longer term. Prices 
offered were driven by the volumes that customers agreed to send via P&O. 
Customers would sometimes quote prices to P&O that had been offered by other 
companies, in order to negotiate a better rate. 

16. P&O tended to have rate agreements with its direct freight customers, rather than 
formal contracts. These were agreements to ship a product at an agreed price. P&O 



said that most customers entered this type of agreement with more than one 
operator.  

17. There were no volume commitments on the part of the customer, though P&O 
incentivized customers to send shipments with P&O through offering volume rebates. 
If a customer did not send the number of shipments with P&O as had been indicated 
during price negotiations, there were not typically any negative consequences for the 
customer. []. 

18. P&O said that customers did switch from Eurotunnel to P&O and vice versa, though 
noted that many express freight shipments would only consider using Eurotunnel. 
There was also thought to be an element of the tourist market that would not be 
interested in a ferry service.  

Competition on the short-sea routes 

19. P&O monitored competitors’ websites for information on passenger prices and this 
information was used in setting its own prices. It looked at demand on its own ser-
vices for intelligence on customers’ willingness to pay. P&O explained that passenger 
pricing was very transparent and all of its prices could be seen on its website. []. 

20. Eurotunnel had the joint advantages of frequency and speed over the ferry com-
panies. This made the Eurotunnel service particularly appealing for time-sensitive 
loads.  

21. P&O noted that MyFerryLink was setting its passenger prices below P&O and at a 
similar level to DFDS. P&O did not have any knowledge of MyFerryLink’s freight 
pricing. P&O had not noticed any changes in the competitive behaviour of Eurotunnel 
since the launch of MyFerryLink. It thought that MyFerryLink could carry the 
SeaFrance volumes (on its exit from the market) with the number of vessels it 
currently had in operation. P&O expected that MyFerryLink would be a more efficient 
operator that SeaFrance had been. 

22. P&O thought it unlikely that DFDS would exit from the Dover–Dunkirk route. The 
route was in direct competition with the Dover–Calais route and each route con-
strained prices on the other.  

23. A passenger and freight ferry company would need to have a fleet of at least two 
vessels. 

Views on the Eurotunnel acquisition 

24. P&O’s initial concern about the Eurotunnel acquisition was that Eurotunnel and 
MyFerryLink would set low prices in order to prompt the exit of a competitor. This 
remained a concern for P&O. In 2010 SeaFrance reduced its prices significantly, 
causing the market rates to decrease. Prices had not returned to pre-2010 levels. A 
reduction in competition could cause prices to increase but only to a sustainable 
level. Excessively high prices could increase the likelihood of additional competitors 
entering on the short sea.  

25. P&O was unsure how MyFerryLink would be run going forward—whether as an entity 
entirely separate from Eurotunnel or as part of a joint business. There was little 
transparency on the funding of MyFerryLink. The ability of MyFerryLink to survive in 
the marketplace would depend on the ability of Eurotunnel to fund its operation.  



26. P&O thought that interoperability agreements in place between Eurotunnel and ferry 
operators made it more likely that passengers would be willing to take a ferry service 
(on the basis that the chances of being left with no means to get home were 
reduced). The terms of interoperability agreements were negotiated annually on a 
bilateral basis. P&O explained its concern that Eurotunnel might have an incentive to 
divert more customers to MyFerryLink departures than to P&O departures.  

27. P&O explained that, when the tunnel experienced operational issues that affected 
service performance, customers tended to arrange transport directly with a ferry 
operator, rather than via interavailability arrangements. This had been the case with 
the 2008 tunnel fire incident. This had been the only major operational issue 
experienced by Eurotunnel in recent years.  P&O noted that the channel ports may 
be forced to close once or twice a year due to bad weather. In the event of such a 
closure, another concern was that Eurotunnel may be in a position to prioritise the 
MyFerryLink traffic diverting to its rail shuttle services.   

28. Eurotunnel would be able to offer to customers a bundle of tunnel and ferry services. 
It was possible that this kind of bundle could be attractive if freight customers were 
offered a priority service on Eurotunnel services, in the event of operational diffi-
culties with the MyFerryLink service and vice versa. Eurotunnel could also offer 
volume rebates based on the total combined volumes of traffic using MyFerryLink 
and Tunnel services. These two factors could make MyFerryLink a significantly more 
attractive option than other short sea ferry operators. 

29. P&O also noted that Eurotunnel had made a bid to operate the ports of Calais and 
Boulogne.  
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