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towards privatisation as Soon as 1s possible. But
before taking the step you propose, we must welgh

the risk of the gesture appearing empty if, as you
accept might be the case, there is a prolonged period
before flotation. We would have to make clear that
the Government retaineg control in the interim period
and the very act of vesting would raise questions .
about the timing of flotation. In these circumstances,
it might seem that we were going for the shadow when
the substance was unattainable. The political arguments
do not all point one way. |

As you will recognise I am bound to be coneerned in
this case, as in others where early incorporation
might be proposed, both in the immediate financial
consequences and in the question of control over the
company for PSBR and public expenditure purposes in
the period before it can leave the public sector. I
have seen the Governor's letter in which he advises
that early incorporationjper Se would not affect the
prospects of an eventual flotation and in which he
also draws attention to very important questions about
cne control and financing of the Company during a
100 per cent ownership. These problems are much more
substantial than your paper implies.
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If thiﬂgsﬁgo wrong, sanctions are very limited. Dismissal
of the board is unwieldy and in a Companies Act framework,
and there are a few intermediate forms of pressure.

Because of these problems, I believe that we should rule
out early incorporation and should stand by our general
policy of incorporating only when definite sale
arrangements are in hand.

I am copying this letter to John Nott, to whom you
copied yours and also to Norman Fowler who may be
interested in connection with the National Freight

Corporation, as well as to the Governor.

GEOFFREY HOWE







