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FOLLOVMNG FROM PR:{VATE SECRETARY
LUXEMBOURG FOR KERR AND CHANCELLOR OF THE EXCHEQUER'S PARTY ON
ARRV AL

URSEENTRY  F0" THE 'ERM

1. SHTTUNG TOGETHER AT LUNCH DURING THE EC FOREs«GN MMNISTERS'
WWINFORMAL WEEKEND AT ASOLO ON 6 OCTOBER, THE SECRETARY OF STATE
HAD A WORD wiiTH M. DELORS ABOUT THE LATTER'S REACTMON TO THE
ANNCUNCEMENT N "LCNDON ON 5 OCTOBER THAT THE UK WAS APPLY:.ING TO
JOLN THE ERM.

2. THE SECRETARY OF STATE SAMD THAT HE HAD HEARD DELORS®
INTERVIEW ON THE BBC OM 5 OCTOBER, .IN WHiCH HE HAD WELCOMED 7HE
BRiIT:hSh DEC-ISON. HOWEVER, THE CHANCELLOQOR HAD BEEN PUZZLEEL BY
RATHER F{-ERCE REMARKS WH:CH DELORS HAD MADE 7O HiM ON THE

TELLDH“WE AT SRS
25 RS SAID THAT THE ANNOUNCEMENT HAD CAUSED Hd™M THREE

DIFCICUleES

A. HE HAD THOUGHT THAT THE PROCEEDURE WAS WRONG. THE SUINANCE
MIN|STERS SHOULD HAVE BEEN SUMMONET 7O A MEET-ING THIS WEEKEND.
B. HE THOUGHT THE BAND WAS 70O W|DE. A FQUR PER CENT BAND,
RATHER THAN A SIX PER CENT BAND, WOULD HAVE BEEN ENOUGH. THE
SECRETARY OF STATE SALD HE WAS SURPRISED TO HEAR THIS. GIVEN
THAT THERE WAS BOUND TO BE SOME RISK 'INVOLVED I-N_STERL:ING
JOUMING THE ERM EVEN WITHIN A W[DE BAND, AND GIWEN THE
TURBULANCE OF THE MARKETS AS A RESULT OF THE GULE CRISHS, & WIDE
BAND SEEMED SENSI3LE. DELORS CLAIMED THAT HVG UNDERESTIMATED
THE DIFF{CULTIES THEY FACED FROM PRESSURE FOR HIGHER WAGES. A
Wi|.DE SAND FOR STERLTNG WOULD WOV PROV-IDE ENOUGH DISCTPLINE 70
CONTROL THE PRESSURE FOR WAGE RISES. THOUGH HE REALISED THAT
POLMITALLY THE TIMING WAS SHREWD, [N ECONOMIC TERMS HE FELY 4T
WOULD HAVE MADE MORE SENSE FOR HMG TO HAVE GOT WAGE SETTLEWENTS
DOWN BEFORE JOINING THE ERM.
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