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I have now had the opportunity of consulting my Board about

our letter of 15th April. Further work has also been Gome
%TF7§;BEEEEEEE-3TEH'?SEY Department and the Treasury) to
identify appropriate economic assumptions for the period of
the Plan.

While we still expect to operate within the agreed Government
cash limit in 1980, the Board is at this stage quite unable
to. express a view as to whether it is possible to attai; e
objective of achi long-term viability. We have three
main reasons for caution:-

2hs There are wide variations in the economic assumptions
which are being.inade by various experts for the period
of the Plan. In particular the possible variations in
the rate of inflation, the exchange rate and the level
of demand produce a very wide range of possible outcomes
for BL in terms of profit and cash flow. For example,
we could say with reasonable confidence that, on the
economic forecasts of the London Business School, we
should be able to keep broadly to our funding limits
and return a profit in 1981.

But our projected re=zults are highly sensitive to the
substantial differences between the LBS forecasts and
less favourable assumptions, so it would be unwise to
rush into a firm assessment, before we are even hali-
way through 1980. We are now refining our own working
assumptions for the 1981 Corporate Plan in the light of
discussions with DOI and Treasury officials.
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2. .. Much depends on Progress in 1980, not only on industrial
relations, but in our New product launches ~ principn]ly
Road the Morris TItal (facelifteq

in the autumn - and on

We have had a

ed to solve
opportunities of
1980 before we can form a clearey view of the prospects
for 1981 and peyong. . it : :

The 1980 p1a

of actions,

revision.

we have alr )

Iespects, i i i i sure of Canley
at further 980. The complex process of Preparing
our 1981 Plan is Just beginning.

During the next few months, we shall have the opportunity
of reviewing our Proposed actions in the light of our
pPexformance ang Particularly the forecast availability of
cash; in Particular we are now considering options on the
LC10 programme which might enable us to spread our cash
needs without fundamentally changing the strategy.

It would therefore be a mistake,

now based on long-te
little or no validity by the tim
Corporate Plan for your consider.

I must, however, reiterate the fcllowing assurances which T have
already given about our shorter-terny Position: -

a.
he Government .above the
agreed funding limits for 1980, although our margins
are very tight, eéspecially in relation to the ratios
in our medium-term loan agreement. as You know, we
are calling for funds during 1980 somewhat earlier
than was originally envisaged 3 '
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None of the actions which we are taking in

1980 is expected to damage our prospects of
longer-term viability - indeed they are intended
to make a positive contribution towards long-—
term as well as short-term objectives.

Your Department will continue to be kept in clese
touch with our financial foxecasts and with the
preparation of our Corporate ¥lan, so that you
would receive early warning of any unavoidable
cash problems. :

The Board adheres to the assurances I have given
you that, should we consider it necessary to
abandon the Plan, we would initiate immediate
discussions with the Government before taking
any action. :

Finally, we are, as you know, continuing to cooperate with the
Government in contingency planning, subject to the recognition
that there are limits to the actions which can be taken prior
to the event without jeopardising the chanﬁés of saving the
existing business. g g

I understand that vie shall meet at an informal dinner next week,
. when I shall be in a position to elaborate on this letter as
necessary.
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