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You drew my attention to the Financial Times story by Philip
Stephens this morning, and I have discussed this with Sir Peter
Middleton. There have also been two other stories over the

weekend which show more knowledge than ought to be available to
the Press about Ministerial discussions. One was in the
Independent on Friday - "Cabinet Battle over EMU" - and the
second was in The Observer on Sunday - "Walters gives PM a way

out on EMS". I attach copies of all three articles.
T T Wea

2. All three articles contain clues to their provenance,
although there is no conclusive evidence and what follows is

AT BRI
speculation. The story in the Independent is written from a DTI
—

standpoint and quotes a Ministerial source: there is a
e e )

temptation to identify the Ministerial source with John Redwood.
—— T ————— e =

31 The story in the Observer focuses on Sir Alan Walters as the
‘source of the idea of a North Atlantic free trade area It also
quotes "Sir Alan's close colleagues". It is tempting to think
that this is a confidant of Sir Alan, perhaps in the area of the
Centre for Policy Studies. It could just possibly be Sir Alan
himself, though I doubt it.

4. The article by Philip Stephens in the Financial Times this
morning has a Foreign Office slant. The source appears to know

about discussions between the Foreign Secretary and The
Chancellor (although not about the details of the latest ideas
being discussed) and the reference to John Kerr by name, as well

e ——
as the general line of the article, suggest that it comes from
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someone who sees things from an FCO angle, but not from the
Foreign Secretary himself who is (I gather from Sir Patrick

Wright) furious about the story.
o
5 All three articles are written by political correspondents.

6. What seems to me evident about these three articles is that

they all contain some information which should not be known and
S ———

are written from the angle of different players. Welase

therefore close to having the very important and sensitive debate
on EMU again being conducted in the columns of the Press. This

is bound to make all the participants suspicious of each other

and to risk provoking even further talk, as well as the strains

which ended so disastrously last autumn.

A

ke In these circumstances, what seems to me necessary is for
the Prime Minister to say at her meeting with her Ministerial
colleagues tomorrow that she has seen these articles and that
they are bad for the Government and for relations with
colleagues, as well as potentially disruptive to the financial
markets. Her Ministerial colleagues should give firm
instructions to (a) their junior ministers, (b) their special

et " ﬁ
aqu§g£§_ and (c) their departments that absolutely nothing

further is to be said to the Press about these discussions.

8. I suggest that it would also be wise for you to speak to Sir
Alan Walters on the same 1lines and ask him, on the Prime
Minister's behalf, to avoid being provoked himself and to ask

any friends to refrain from commenting.

hJC%&a~;£4‘n.
PP ROBIN BUTLER

(Approved by Sir Robin and signed in his absence)
18th June 1990
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‘Independent’ sales

he average daily sale of The
Ind'&ndem in May was
417, up by 3,000 on April.

__INSIDE

MINERS armed with wooden
clubs and coshes swarmed into
central Bucharest in the early
hours of yesterday moming, sav-
agely beating anyone suspected of
opposing the government, in a
ruthless attempt to teach the capi-
tal a lesson after its long night of
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less destruction.
The death toll from the mob vi-
olence rose to at least 11. The gov-
ernment newspaper, Adevarul,
and a communiqué from the army
said the riots were caused by *fas-
cists in uniform” and had
amounted to an attempted coup.
The opportunity was taken to
close down the city’s only mass cir-
culation newspaper to have
openly challenged the govern-
ment, Romania Libera. The head-
quarters of the two main opposi-
tion parties, the National Peasants
and the National Liberals, were

From Marc Champion
in Bucharest

ransacked and their contents piled
up and burnt outside.

When plainclothes policemen
appeared in force to help to clear
University Square of golani dem-
onstrators at 4am on Wednesday,
it was the first time since Decem-
ber’s revolution that Securitate of-
ficers had been seen openly per-
forming their duties. That was the
first of two post-revolutionary ta-
boos broken; the second was to
fire live ammunition at protesters.

Invited by President Iliescu, the
miners began to arrive in the
square at 5am yesterday, barely an
hour after the last rioters had left.
As they swirled around the square
like enraged warrior ants search-
ing for prey, the most suspect were

Miners terrorise bucnarest

young men resembling students,
but women and the elderly were
also thought suitable for beating.

The streets yesterday morning
were more frightening to walk
than the barricades the night be-
fore, under sporadic fire from
automatic rifles. The miners
worked in tandem with the police
and army.

They seized whomever they
pleased and then frog-marched
them the length of the square to
waiting jeeps or, in most cases,
ambulances. The victims were
punched, kicked and lashed with
clubs as they ran the gauntlet.

One miner with a megaphone
marched around the square giving
instructions. Workers from fac-
tories around the country also
came to give moral support. They
marched through  University
Square and on to Victory Square

in columns of 100 or 200, a placard
with the name of their factory at
the head of each. As they passed
they waved and sang.

The witch-hunt continued all
day long. By evening there were
277 casualties in the emergency
hospital. The leader of the Stu-
dents’ League, Marian Munteanu,
was in intensive care after a half-
hour beating. “The miners were
not guilty for this, they were just
tools,” he said. His comment re-
flected a growing feeling that the
government may have planned the
whole riot.

Mr lliescu’s statement put the
blame for the disorder on the In-
terior Minister, Mihai Citsac, and
then ordered his replacement.
The government spokesman said
yesterday morning that the miners
would be asked to go home and
the police would regain control.

But by last night there was no sign
of either happening.

Further report, page 10

Leading article, page 18

Analysis, page 19

NICHOLAS RIDLEY, the Secre-
tary of State for Trade and Indus-
try, is fighting an increasingly bit-
ter battle within the Cabinet
against accelerating moves to-
wards European economic and
monetary union (EMU), being
pressed forward by John Major,
the Chancellor of the Exchequer,
and Douglas Hurd, the Foreign
Secretary.

The Prime Minister’s view will
be decisive, and The Independent
has learned that she wrote pas-
sages of a recent speech to the
Bruges Group by Mr Ridley which
was intended as a warning shot
against EMU. One minister said:
“We've all been told that anything
we say on the subject has to be
cleared first by Downing Street.

By Colin Brown
Political Correspondent

Nick's speech was cleared, but the
Foreign Office want us to go quiet
on the issue.”

Mr Ridley’s supporters within
the Government fear Margaret
Thatcher will be persuaded by the
Chancellor and the Foreign Secre-
tary to drop her gut objections to
EMU for electoral advantage. Mr
Ridley fears that the arguments
within a Cabinet committee about
stage two of the Delors plan pro-
posing closer alignment between
European currencies have gone by
default.

“Nick is fighting a rearguard-ac-
tion. The Prime Minister’s view is

Cabinet battle over EMU

going to be crucial, but he is very
worried that the debate seems (o
have skipped stage two of Delors
and is now eoncentrating on stage
three [full monetary union]. He is
saying, ‘Hold on a minute — we
haven’t completed stage one
yet,” ” a ministerial source said.

“Nick is very disappointed with
Major. He thinks Major is doing it
either because it could create an
electoral window to reduce inter-
est rates next year, or to shoot
Labour’s fox so that we can say,
‘0K, we've joined the ERM (Ex-
change Rate Mechanism] — what
have you got left?” That's the sort
of argument that might just con-
vince the Prime Minister; but it’s
no way to run an economy.”

& Background, page 21

“THE NEXT thing that strikes
me is that Melvyn Bragg is quite
peculiarly, unexpectedly —ner-
vous; he keeps writhing in his
chair and squeezing his arms
down between his legs — not at
all the bland, sunny soul he ap-
pears on television.

“But this real-life twitchy,
neurotic Melvyn is in my view in-
finitely more interesting than the
smug bit of thinking woman’s
crumpet that fronts The South
Bank Show. Is he vain? As soon
as | mention his looks, he be-
comes defensive: ‘First of all — I
know this is hopeless to say —
I have got no opinion of the way
[ look at all and that’s the truth. I

‘Is Melvyn Bragg vain?
Is the Pope Catholic?

actually think that people who
are plain have a better time on
television, because more people
sympathise with them, and iden-
tification is everything. But there
you are . .. that's the truth, and [
think you'll find that everyone
who knows me will agree . . " But
1 did ask someone who knew him
and he laughed, ‘Is Melvyn vain?
Is the Pope Catholic?’ "

Lynn Barber talks to Melvyn
Bragg in The Independent on
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Ipt to overcome his writing
blems by composing hun-
ds of poems. 'lg:;e verses,
ch have been deciphered for
first time and will be pub-
ed to coincide with a Tate
lery exhibition opening on
fune, provide a new insight
his paintings.
l'urner’s poetry emphasises
love for the landscape along
Thames. For him the
mes had a powerful sym-
¢ importance,” according to
lrew Wilton, keeper of the
»’s British Collection.
Ithough  Turner jotted
n poetry in many of his
chbooks, the most impor-
collection of his writings is
is Verse Book. This note-
<, which still belongs to the
ner family, has seldom been
bited. Rosalind Mallord
ner, whose great-grandfa-
inherited the verses book,
at last transcribed it. ‘Al-
gh it has been in our family
generations, it was ex-
d()i' difficult to decipher,’
aa.
12 problems of reading
ler’s poetry explain why it
never been systematically
ed. For the most part writ-
1 a barely legible scrawl for
artist’s own satisfaction,
isolated verses have been

s

ile of the Verse Book.
urner normally wrote in
I, which has now faded,
in some cases the writing
een damaged by flooding.
he most difficult problem
-esult of his dyslexia,” ac-
ng to Wilton.

slexia, a disorder which
rs the abj to read and
, was onl i
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Prince Harry mounts his own parade after the Tropping of the Colour In London yesterday to mark the Queen’s birthday. After the formal

ceremony the Queen laughed as Harry, his

Willian and their cousins played ‘trooping’ in her Ilvory Phaeton./Photograph by Tony Ward.

Walters gives PM a way out on EMS

Nicholas Wapshott
Political Editor

MRS THATCHER is planning

' to counter moves towards Eu-

ropean monetary union at the
EC Summit in Dublin next
week.

She remains unconvinced by
the Delors plan for monetary
union and will arrive at the
inter-governmental conference
in Rome in December with a
British alternative based upon
an idea of Sir Alan Walters, her
former economic adviser.

In Rome she will put forward
a detailed proposal rejecting
monetary union, a common Eu-
ropean currency and a com-
bined central bank in favour of a

much wider and looser currency
regime which would embrace
the dollar.

Sir Alan’s plan is related to an
idea suggested by the US Secre-
tary of State, Jim Baker, to con-
vert Nato from a purely defence

organisation into a broader po-

litical and economic forum.

Sir Alan proposes that the
EC, the United States and Can-
ada should form a common free
trade area with a currency re-
gime similar to the ERM.

A Nato-based free trade area
would allow other countries,
such as the European Free
Trade Area (Efta) members and
Hungary, to join quickly.

Most importantly to Mrs

Thatcher, such a free-trade area

would involve no loss of eco-
nomic or political sovereignty
for the nations involved.

Mrs Thatcher confirmed the
direction of her thinking in
Moscow last week when, in a
little reported interview on
TV-am, she said: 4

‘I think that Nato should be
the forum for our main transat-
lantic relationship between the
United States, Canada and Eu-
rope and we should enlarge that
forum from a defence forum to
a political forum. And there is
no reason why we should not
have much closer associations
with the United States, maybe a
free trade area between the
United States, Canada and the
‘Community.’ 3

The return of Sir Alan as an
instigator of economic policy is
bound to cause acute political
embarrassment to the Govern-
ment.

Mr Nigel Lawson, the former
Chancellor, resigned from the
Government last year because
he thought Sir Alan’s influence
upon Mrs Thatcher was sending
contradictory signals about Bri-
tain’s economic policy to the
markets. Sir Alan resigned from
his unpaid post at the same
time.

It was confirmed by Mrs
Thatcher in the Commons last
week that Sir Alan is once again
advising her on economic mat-
ters. Mr Neil Kinnock, the Op-
position Leader, caused the

Prime Minister to complain that
she was entitled to see which
‘family friends’ she liked.

Far from embarrassing the
Prime Minister, however, Sir
Alan’s close colleagues think
that Mrs Thatcher is grateful to
Mr Kinnock for making their
meetings public.

As one put it: ‘What was
awkward before was the suspi-
cion that he was giving advice in
private. Now that it has been
brought out into the open and
there has been no complaint
from Mr Major [the Chancellor
of the Exchequer], the relation-
ship can continue without em-
barrassment.’

EMS euphoria, page 33

East and Westjoin the ﬁght against pollution

safety and air and water pollu-
tion affecting the region.
The EC Environment Com-

centh Polly Ghazi rousek said life expectancy in pollution monitoring and con- further £144m has been agreec
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s Mrs Thatcher pre-
pares for the European Commu-
nity heads of government sum-

mit in Dublin next week, the tense
debate which led to last year’s political
upheavals over her approach to the EC
is being rehearsed again in Whitehall.
Mr John Major, Chancellor of the
‘Exchequer, and Mr Douglas Hurd, For-
eign , have been preparing a
set of d to ensure that
Mrs Thatcher’s ingrained antipathy

mt.egration does not

towards European
year ago, 1 weon then
Chancellor, and Sir Geoffrey Howe,
then Forelgn Secretary, entered 10
Dowmxgm-sueet with

The ‘Prime Minister was told then
that Britain faced a grave risk of being
left behind in a two-speed Europe. If it
wished to be taken seriously in the
debate over economic and monetary
union (EMU), it had to give a firm com-
mitment to take up full membership of
the European Monetary System. The
implicit ultimatum was that if Mrs
Thatcher refused to budge, she risked
not only isolation in Europe but the
loss of her two most senior ministers,
From that meeting, which' was pre-
ceded by a lengthy official minute
signed by both ministers, came the con-
ditions Britain set out at the Madrid
summit for participating in the EMS
exchange rate mechanism. From it too
stemmed Sir Geoffrey’s enforced depar-
ture from the Foreign Office in July and

Mr Lawson's angry resignation from

the Cabinet in October.

Over the past few weeks the senior

. officials they left behind must have

been experiencing a sense of déja vu.
Mr Hurd and Mr Major have had pri-

vate breakfasts at the Foreign Secre-
tary’s London residence at No 1 Carlton

House Gardens, and lengthy meetings

at No 10 Downing Street.

. The aim has been to nudge Mrs
Thatcher sufficiently far in the direc-
tion of a commitment to Emu to pre-
vent Britain from being from
the start, to the slow lane in Europe.

In the background, Mr Nicholas Rid-
ley — this year as last — has been
to pull her in the opposite direc-

. on. The Trade and Industry Secretary
:ppoees membership of the ERM as well

a warning and an

Phlllp Stephens on a clash of adv1ce to Mrs Thatcher on moves towards monetary union

John Ma]or (left) and Douglas Hurd: In a stron-
ger political position than Nigel Lawson and Sir
Geoffrey Howe, yet temperamentally much less
inclined to seek a showdown with Mrs Thatcher

as any move beyond that towards mon-
etary union.

The circumstances, of course, are dif-
ferent from those of last year. The con-
frontation with Mr Lawson and Sir
Geoffrey came at the end of a series of
increasingly bitter rowslt was the last
throw of the dice for two ministers
whose relationship with Mrs Thatcher
was close to breakdown.

Mr Hurd and Mr Major are both in
‘stronger positions and yet temperamen-
tally much less inclined to seek a show-
down with Mrs Thatcher. The ¢ -
%Lal_'ﬁisdmn at Westminster is that

e could not sack either without seri-
ously jeopardising her own position,
but equally neither will force her hand.

Nor are they entirely at one on how
far they should seek to nudge her in the
direction of her European partners. Mr
Major is said to be more cautious than
Mr Hurd about just how far she should
and can be pushed.

Coincidentally, fM_r_«_Igth‘ﬂlL the
same Foreign Office mandarin who

the fateful Lawson-Howe min-
ute before Madrid, has been co-ordinat-

f

ing the preparations for Dublin. There
has been tension this year, but not the
same air of intrigue and conspiracy
generated last year

Mrs Thatcher too has changed, albeit

‘reluctantly. The original suggestion last

year was that she should give a firm
ledge at the summit to take sterling
to the ERM within six months. That
was watered down to the commitment
enshrined in the famous Madrid condi-
tions embracing closer. convergence of
British and European inflation rates
and completion of the single market.
The Prime Minister has accepted the
inevitability of ERM membership
w1th1n a much tighter tlmescale.

been Whltehall djanes for a

suitable date durlng the autumn.
She is said also to have been
impressed by Mr Hurd’s success in
talks within the Community

on political union down to earth.
A positive tone and a few, distinctly
modest, proposals of its own have

“—THZYear has led Mr Major to-dev.
proposals to signal that if Mrs Thatcher

allowed the Government to throw at
least a temporary bridge between the
ambitious rhetoric of its partners and
its own innate scepticism. ~

The substance of Mr Hurd’s careful
negotiations with Mr Major, however,
are focused on what they both regard as
the most serious challenge to Britain’s
place in Europe.

Their starting point is a deep concern
that their partners will use the Dublin
Summit and the subsequent intergov-
ernmental conference on Emu in
December to accelerate further their
timetable for the creation of a single
European currency and central bank.
Whitehall’s nightmare, according to
one senior insider, is that President

e other 8!
T B
0 elop

is not ready to commit herself to the
final goal then she will allow construc-
tive steps in that direction.

So far he has suggested that Govern-
ment, hitherto committed to only the
first phase of the three-stage process
outlined in the Delers report, is pre-
pared to move on to the second stage.

Britain will suggest the creation of
institutions to manage monetary policy
in the ERM countries and, perhaps, to
oversee the development of the Euro-
pean Currency Unit into a widely-used

1 currency.

But the Foreign Office is getting the
message from Paris and Bonn that full
union must been seen from the outset
as a certainty rather than a possibility.

One suggestion in Whitehall is that
the Government signs up for that final
goal but reserves the option of with-
drawing later. Mrs Thatcher is being
told that similar commitments have
been made by Britain in the past.

The Prime Minister has so far
described such a strategy as “dishon-
est,” citing clear, bi-partisan, majorities
in the House of Commons against full
monetary union. Mr Hurd and Mr Major
will have to work overtime if they are
to square the circle before she flies to
Dublin next Sunday.

Reports urge monetary union, Page 8

EC may act after Romaman crackdown \ Construction

Scarcely a day goes by without
the City’s short-termism being
blamed for some evil or other.
Last week a Department of
Trade and Industry report
pointed the finger at Britain's
under-investment, in research
and development. This subject
is bedevilled by assertions with
little evidence to back them.
British industry has a much
lower R & D spend than many
of its rivals and British compa-
nies pay out a mgher propor-
tion of their earnings in divi-
dends than those in other
countries. Showing a causal
link is another matter,

The DTI report points out
that there is a vast difference
between the R & D spending
rates of the pharmaceuticals
sector and the rest of British
industry. But if the City were
such a constricting factor on R
& D spending, one would
expect the sector to be at a

unt to the market. In fact,
t stands at a premium of more
than 50 per cent, Nor has the
City proved unwilling to back
long term projects such as
Eurotunnel. Perhaps it is
easier for companies to sell
“high concept” prejects such
as wonder drugs and cellular
phones to the City than the
more mundane business of
widget-making. But previous
studies suggest that, rather
than lacking the means or
opportunity to invest, industry
lacks the confidence in being
able to bring investments to a
profitable conclusion. That
raises issues not. about the
markets, but about the stan-
dard of British management,
the education system and its
links with industry.

The difficulty in tackling
those long-term problems may
explain the search for
short-term solutions such as

changes to the Takeover Code.
But comparison with takeover-
proof continental companies
-dike Philips, which spends
hugely on basic research to lit-

tle appa.rent _purpose, suggests
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