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CONFIDENTIAL

approach dictates appointment by some other body; on the
contrary, appointment by the Government would facilitate the
withdrawal of the overseer if the authurl“y ceased to co-operate
and thus strengthen his hand in ensuring compliance with the
recovery plan. The threat of termination of the arrange ement, with
its likely effect on the confidence of potential leaders, is a
strong sanction.

s me to your letter of 18 March, where you propose that
snould be appointed on a prov*Q1nna1 basis in the first

instance. I believe that this has much to commend it; it would
enable us to react swiftly to an approach from an authority, on
the basis of the information available to us, and then take a
more informed view over a slightly longer period of whether we
should persist with the scheme. It would however seem to require
the overseer to be appointed by the Government if we are t«
retain full control cver the appointment.

am, however, considerably less happy abcut your suggestion that
emergency lending (which, whether or not it reguires prior
iegislative cover, is likely to be crucial to the success of any
scheme) should be limited to the pericd of this provisional
appointment, which you suggest would be a very few weeks. It is
possible that within this time an authority's creditworthiness
may be restored and a suitable financing Havxago on acceptable
terns worked out, but it is far from certain that this will be
the case. And it is not, it would be extremely damaging Ic
Governn o be seen to withdraw assistance prematurely and

i by i collapse it was attempting to stave off.
I would agree ‘ to be extremely careful in providing
emergency finance in these circumstances, and to guard against
the possibility of an authority exploiting the situation for its
own ends. Certainly any assistance should be temporary, but I
feel strongly that we sheuld be preoareu to be flexible and to
make emergency lending in some form available for at least a

if the circumstances warrant it.
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CONFIDENTIAL

ity was not willing there s 1li ;e would do but, at
' i time, discharge the councillors and put in
omx sior L 4 ; - the right
1 roums ‘or deploying overseers er aris but if an
authority did ask ssistance there i ertainly much to be
said for " : he i
could offer
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