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            INTRODUCTION

         

         My interest in the economy was aroused partly by a desire to understand the political debate and partly by a distaste for translating Greek and Latin texts. The time was the 1950s. The newspapers were full of news of Britain’s economic problems – plus ça change – and I wanted to understand what I read in the papers – or, at least, to understand more.

         The connection with Greek and Latin texts was this: I had been a member of the Classical Sixth at my grammar school, Wimbledon College, and had been accepted to read the Classical Tripos at Trinity College, Cambridge. But, while I have been ever grateful to those Jesuits at Wimbledon for introducing me to – or foisting upon me – classical literature, and although I appreciated the prose and the poetry, I struggled with translation. In particular, composing Greek and Latin verse – which one was required to do in those days – was definitely not for me. Moreover, I knew in my heart of hearts that what had got me into Cambridge was not my Greek or Latin, but ancient history.

         Indeed, history is my favourite subject. It embraces everything – which philosophy did in Ancient Greece. But just as I did not wish to ruin my love of English literature by reading it as a discipline, I felt that I could study history for the rest of my life, whereas, if I did not have a go at economics, I probably never would.

         In those far-off days of the 1950s, the male youth of the nation, if pronounced medically fit, were required to do two years’ National Service, in the army, navy or air force. While I was doing my basic training at Catterick Camp, Yorkshire, in the 5th Royal Tank Regiment, I attended an evening course of lectures on economics given by an economist from Hull University. I duly took notes, but by the evening, a day of intense drill on the parade ground had taken its toll, and I fear that not much of what I heard sank in. I became aware of this with a vengeance many years later, when I came across my notebook for that course. This was well after I had left Cambridge. It was clear that the lectures by the academic from Hull had been first rate. But sink in they had not. An embarrassing illustration of my economic ignorance at the time – and, it has to be said, of everybody else present on the occasion – was provided during a casual discussion in the officers’ mess at HQ Northern Ireland Command, where I was posted in 1958–59.

         A certain captain opined, ‘If the economy is in such a state, why don’t they just print more money?’ ‘Yes,’ we all seemed to think, ‘just give us more money and we won’t feel so broke.’

         Now, little did those present know it, but we had stumbled upon one of the burning issues of macroeconomic policy, which was being debated at a high level at the time and has been furiously debated ever since.

         Money has to be backed by real goods and services. One of the favourite questions asked of fresh students of economics is: what would happen if you doubled the money supply? (Or, more strictly, the stock of money.) The short answer is that unless this were to be accompanied by a doubling of output of goods and services, there would be a doubling of the price level – ‘too much money chasing too few goods’.

         Nevertheless, those officers in HQ Northern Ireland Command may have had a naive view of the economic problem – I know I certainly did – but what successive governments and Treasury and Bank of England officials were struggling with then, and have been struggling with ever since, is the question of how to conduct economic policy so as to achieve an optimal balance between movements in output, employment and inflation.

         The officers’ mess ‘just print more money’ school does not seem so naive if the economy is heavily depressed and machines, service equipment and – above all – people are lying idle when there is latent demand for the goods and services they are potentially able to produce. More money, via increases in government spending, tax cuts or lower interest rates, is just what is required in such circumstances, as was vividly demonstrated during the Great Recession of 2008–09, which was induced primarily by the world financial crisis.

         Nevertheless, steering the economy is not that simple, as I was to discover from my economics supervisors and lecturers at Cambridge, and during my subsequent career in financial journalism.

         I confess that there are many aspects of economics that do not appeal to me. My interest has always been in ‘political economy’, the relationship between economics and politics, and the discussions and battles that go on in public and private between economists and policymakers. This involves a close study of the relationships between the most senior people responsible for economic policy decisions – namely, the Prime Minister (who is also, after all, the First Lord of the Treasury), the Chancellor and the Governor of the Bank of England, and their advisers.

         These men or women may be ultimately responsible for the big economic policy decisions in our democracy – with the approval, if they deign to seek it, of Parliament – but they are only ‘in charge’ up to a point. They are, as former Prime Minister Harold Macmillan once said, at the mercy of ‘events’. Macmillan, when asked what he feared most, replied: ‘The opposition of events.’ This subsequently became ‘The opposition of events, dear boy, events.’ The ‘dear boy’ was apparently not actually said by Macmillan, but it did sound like him. Such great remarks become clichés for a good reason. They strike a chord. His comment was also a dig at the weakness of the opposition.

         ‘Events’ can include the impact of wars or other military operations – Suez in 1956; the Falklands in 1982 – and what economists call ‘shocks’: the two oil crises of the 1970s; the unexpected financial crash of 2007–09; and, more recently, Brexit.

         The Queen, not known for her views on economic policy, became celebrated in November 2008 for her observation about the unanticipated nature of the crash. ‘Why’, she asked, when opening a new wing of the London School of Economics, ‘did nobody notice it?’

         This gave me a golden opportunity when, shortly afterwards, I was awarded the CBE and found myself in front of the monarch, who looked at me and said, ‘And what do you do?’

         ‘I write about the economy for The Observer newspaper,’ I replied. There was a brief silence. Then I added, ‘I was one of the people who didn’t warn you.’

      

   


   
      
         

            PART I

            CAMBRIDGE, FLEET STREET AND THE BANK OF ENGLAND

         

         CAMBRIDGE

         Before I embarked on economics, I had a brief brush with the law. I read part of a book by a distinguished academic lawyer, Glanville Williams, but could rustle up little enthusiasm for the subject. My memory, probably distorted, is that at some stage close to page 90 the author suggests that if by now the reader is bored, he should certainly not contemplate reading law.

         This was during the year I spent teaching, between the end of my National Service in 1959 and going up to Cambridge in October 1960. It was during a spell teaching English in La Tour-de-Peilz, near Vevey, Switzerland, that I met another prospective Cambridge undergraduate, David Simons, who was working as a stageur at the Nestlé headquarters there.

         David told me that the American (strictly, Canadian) economist J. K. Galbraith had come down from the Swiss mountains to give a lecture, and how impressive he was. Not only was Galbraith 6ft 8in. tall; he had written a book, The Affluent Society, which was seriously critical of the conventional economics that I was about to study.

         There was no shortage of affluence in the Vevey region at the time. Among the local residents we were to see at the expats’ favourite café (Les Trois Rois, long since transformed into a bank) were Charlie Chaplin, Peter Ustinov and Van Johnson. Vladimir Nabokov lived in Montreux. But the ‘affluent society’ Galbraith was writing about was the USA, about which he made his celebrated criticism of the contrast between ‘private opulence’ and ‘public squalor’.

         This was also the book in which Galbraith coined the term, and berated, the ‘conventional wisdom’. Galbraith was a Keynesian who believed in the power of governments to intervene beneficently in the economy, to influence the level of output and employment. He had it in for the classical economists, who believed in the automatic steadying influence of market forces. He reserved especial contempt for the adherents of ‘Say’s Law’ – the belief, after the nineteenth-century French economist Jean-Baptiste Say, that ‘supply creates its own demand’. Galbraith’s tirade did not make him popular with many of his fellow economists.

         I read The Affluent Society while in Switzerland, and it was under Galbraith’s influence that I arrived in Cambridge. Years later, one of my former supervisors, Amartya Sen, by this time Master of Trinity (and winner of the Swedish Riksbank/Nobel Prize for Economics – a prize instituted by the Swedish central bank and in a different category from the other Nobel Prizes), invited me to toast the health of the college at a commemorative feast. This was a great honour, and I was doubly touched when Professor Sen introduced me by saying, ‘I always felt that William Keegan was a pupil who was suspicious of economics.’ Yes, indeed.

         There was not a great gulf between the Keynesian economics taught in Cambridge at the time and what I had picked up from Galbraith. Keynes himself had dominated Cambridge, and Galbraith had been there briefly in the 1930s, in Keynes’s heyday. (The veteran British politician Roy Hattersley told me that he was once dining with Galbraith and his wife Kitty, and the great man said meeting Keynes had been the greatest day of his life. To which his wife rejoined, ‘Today is our 50th wedding anniversary.’) But there was an awful lot of basic economics – demand curves, supply curves, the economics of ‘the firm’ (not the Mafia) – which was pretty dry stuff to me. It was the macro picture that interested me most and, heretically for most economists, I preferred words to charts and diagrams.

         Words? Yes. From the age of about seven I had wanted to be a journalist. I helped to produce a class newspaper at my primary school – on the classroom wall – and circulated an ‘underground’ newspaper (handwritten) at Wimbledon College, entitled The Weekly Wail.

         But my great juvenile breakthrough was having a series of short essays printed in the Cork Weekly Examiner when I was eleven and in my first year at Wimbledon College. My mother had been born in Cork City, and maintained strong links. The publication of these essays – or ‘compositions’, as we used to call them at my primary school – was a significant event in shaping my ambition to be a journalist. For my younger brother Victor and me, there was a certain glamour in newspapers. We got to know the news vendors outside Raynes Park Station – there were three, in the days when London boasted three evening newspapers, the News, Star and Standard, with multiple editions. We used to help the news vendors by going up to the platforms and collecting the bunches – ‘quires’ – of newspapers dumped on the platform by the guard. We just loved newspapers, subsequently graduating to paper rounds.

         In those days, most boys wanted to grow up to be footballers or engine drivers, but I felt newspapers were already in my blood. The sense of achievement about those essays in the Cork Weekly Examiner was only slightly diminished when my mother told me that one of her cousins was a sub-editor on the paper. He might just have had a hand in their publication. At Cambridge, in the hope of eventually attracting the attention of Fleet Street, I wrote for various undergraduate publications. I ventured to write to the editor of the old Daily Herald suggesting he should start a satirical column, and offered him a sample. Back came the most courteous of rejection letters, encouraging words and a postal order for ten pounds.

         My obsession with words was not necessarily shared by economists. I found that most economists seemed to have a natural inclination to produce the words only after they had constructed the diagrams and compiled the tables. They just loved charts. And economics was becoming increasingly mathematical. I was greatly relieved by the story told by a friend of mine, the late Sir Dennis Proctor, who had been a friend of Keynes. Proctor, a classicist, had asked Keynes, a mathematician, ‘Maynard, does one have to be a mathematician to understand economics?’

         ‘No, Dennis,’ came the reply, ‘but one does need a sense of proportion.’

         When I arrived at Trinity in October 1960, an early port of call were the rooms of Alan Ker, the Classics don, who was also my ‘moral tutor’. Moral tutors, in addition to teaching, kept an avuncular eye on the behaviour and well-being of their charges. Looking up from a sheaf of papers, Ker peered over his half-moon spectacles and said, in a puzzled tone, ‘Keegan, I see you completed your National Service in 1959. Why did you not come up last year? You should have got in touch with us.’ But those were deferential days: I had not dared to do so. They had offered me a place for 1960! And, in any case, I rather enjoyed that year of teaching. I then told Mr Ker that I wished to switch from his subject to economics, and he could hardly have been more understanding.

         Despite my suspicions about many areas of economics, it was a fantastic time to be at Cambridge. In addition to the renowned Amartya Sen, among my supervisors was Maurice Dobb, an unrepentant communist who was the great expert on all those Soviet five-year plans. Dobb was a kindly gentleman in tweeds. He gave excellent one-to-one supervisions (as we call tutorials in Cambridge) in his comfortable rooms in Trinity’s Nevile’s Court, with a glass of sherry often included. It was a shock to be told later that he had almost certainly been a recruiter of Soviet spies. But this intelligence fitted all too well with the fact that three of the notorious ‘Cambridge Five’ – Blunt, Burgess and Philby – had been Trinity men. This presented me with an opening line when I toasted the health of Trinity at that commemoration feast: ‘Well, here we are again, back at Spy College.’

         Frank Hahn, a mathematical economist who was very understanding towards those of us less interested in abstract theory, also taught me. The seemingly most theoretical economists, like Hahn, were very good at descending to lower levels and having heated discussions about the kind of practical macroeconomic problems that most interested the likes of me.

         Many of the great names associated with Keynes were still there – not least legendary figures such as Richard Kahn, who made a valuable contribution to Keynes’s work via the theory of the ‘multiplier’, which demonstrated how initial increases in public spending or reductions in taxation could have a greater impact than the nominal cost implied, via ‘multiplier’ ripples through the rest of the economy. (During what I regarded as the mistaken policies of austerity adopted after 2010, one saw the ‘reverse’ or negative multiplier at work.)

         Another future Nobel Prize-winner was the gentle and unassuming James Meade, who had worked in Whitehall during the war and was an expert on international trade. I got to know him years later but was somewhat disappointed by his lectures because he had just been advising the government of Mauritius, and the subject of the Mauritian economy and its dependence on sugar had become an obsession with him. When he won the Nobel Prize in 1977, Donald Trelford, my editor at The Observer, asked me to see if Meade would write an article for us. Although Professor Meade was only too keen to offer newspaper articles in due course, on this occasion he politely declined, saying he had received over 450 letters from around the world, to all of which he was replying by hand.

         In subsequent years, when he had completed his Herculean letter-writing task, I was honoured but slightly shocked when the great man invited me to lunch at Cambridge and told me that he had been advised to contact economic journalists such as Sir Samuel Brittan and myself to get his ideas across.

         Back to Professor Kahn, whose lectures were fascinating. He would use them to attack the 1957–58 chancellorship of Peter Thorneycroft, who had fallen out with his Prime Minister, Harold Macmillan, over the latter’s refusal to cut public spending and had resigned along with two Treasury ministerial colleagues.

         Kahn would fulminate against Thorneycroft as if he were some kind of monster. Decades later, it turned out that when the newly ennobled Lord Thorneycroft was chairman of the Conservative Party under Mrs Thatcher, he proved to be one of the so-called wets who harboured doubts about her approach.

         It seems incredible now, when unemployment was so recently in the 7 to 8 per cent range for a prolonged period following the onset of the financial crisis, that Kahn and others used to attack Professor Frank Paish of the London School of Economics for arguing that an unemployment rate of 2 to 2.5 per cent was necessary in order to keep inflation under control.

         One of the towering figures of Cambridge economics at the time was Professor Nicholas (Nicky) Kaldor – later a Labour life peer – who subsequently incurred much opprobrium in the largely Conservative (and xenophobic) British press as one of the two ‘Hungarians’ who were brought in from academia to advise the 1964–70 Wilson governments. The other was Thomas Balogh; Denis Healey, then Defence Secretary, used to refer to them as Buda and Pest.

         After the post-1945 reconstruction had taken place, when wartime controls had been abandoned and (virtually) full employment achieved, the big macroeconomic obsession in the UK became the rate of economic growth and how to boost it. Kaldor produced various growth models and I vividly recall an evening lecture in Mill Lane, Cambridge, in the early 1960s when the veteran economist Sir Dennis Robertson made fun of ‘Kaldor Mark I’ and ‘Kaldor Mark II’ in front of an audience of the great and the good which included Kaldor himself in the front row.

         The Cambridge Economics Faculty was riven with personal feuds. It was Henry Kissinger, when asked why academic disputes were so fierce, who liked to say, ‘Because the stakes are so low.’ Galbraith knew Kissinger at Harvard and was a vehement opponent of Kissinger over the Vietnam War. Many years later, Galbraith was asked why Kissinger had such a strong Teutonic accent when his elder brother had no trace of a German accent. ‘It’s quite simple,’ said Galbraith. ‘Henry never listens.’

         Anyway, from my point of view, suspicious of economics or not, I was happily immersed at Cambridge in the Keynesian tradition. After the Depression and the protectionism of the interwar years, it was considered the duty of governments and central banks to intervene in the economy to maximise output and employment, and Keynes and Cambridge had furnished governments with the theory and policy tools with which to do so.

         Given my long-nurtured ambition to go into journalism, and my interest in political economy, it was a natural step to attempt economic or financial journalism. Early in 1963, I wrote to Richard Fry, the financial editor of The Guardian, whose commentaries I admired.

         Fry was a naturalised Austrian, with a very high reputation. His office fixed an appointment for 3 p.m., and I knew I was being introduced to the world of journalism when his secretary said, on my arrival on the appointed day, ‘Oh, please wait here. Mr Fry is not back from lunch yet.’

         When the great man arrived, he was in a genial mood. After a few formalities, he asked me whether I had ever read Gibbon. I gave an ‘up to a point’ answer and he said, ‘You must read Gibbon. I have just been having lunch with Oliver Lyttelton, and we agreed how good Gibbon is for one’s prose style.’

         Lyttelton, a distinguished public figure (later Lord Chandos), was a prominent Conservative at the time. Lunch with such important people? This sounded like the life. 

         FLEET STREET

         After a most enjoyable talk – a very soft interview – Fry said he would like to offer me a job but had no vacancies at the moment. He suggested that I should write to Gordon Newton, editor of the Financial Times (FT) and Patrick Sergeant, City editor of the Daily Mail.

         I duly did so and was offered interviews by both. The first was with Newton, at the red-brick Bracken House, diagonally opposite St Paul’s Cathedral. This was the building occupied by the FT for many decades before its headquarters crossed over the Thames to One Southwark Bridge, but to which it has now returned. It was designed by the architect Albert Richardson and, like most modern architecture, was the subject of great controversy at the time. But the beauty of it was that it was not all that modern. It proved an agreeable place in which to work – in my case for ten years.

         My interview with Gordon Newton took place in his first-floor office, with a pleasant view of St Paul’s. I was asked to bring examples of my undergraduate journalism. Newton had a great air of authority – indeed, frightened a lot of people. He was of medium height, bespectacled and with a permanently suntanned, rather wizened face. After greeting me, he got behind his desk and went through my cuttings. There were two interruptions: first, when someone rang him and he said, with great gravity, ‘The shares of C. A. Parsons may be worth looking at.’ This was clearly meant to impress me, and it did for a brief time, until I told the story later that day to an old school friend, Alastair Macdonald, who said, ‘The Lex column tipped C. A. Parsons this morning.’

         The second interruption was the arrival of Michael Shanks, a celebrated FT journalist of the time, who had written a bestselling Penguin entitled The Stagnant Society. The mere presence of Shanks impressed me, and it was clear that Newton loved treating him nonchalantly as a typical member of his staff, not a celebrity.

         When Shanks had gone, Newton carefully put one group of my cuttings on the left side of his desk, and the other on the right. ‘I liked these,’ he sniffed. ‘But I don’t like those.’ ‘Those’ were my favourites. He went on, pointing to an article that I by no means regarded as the pick of the bunch. ‘This could easily be an FT feature.’ It was an article about the early days of ‘fashion models’, in which I had written, ‘Not all male models are model males.’

         It was left that I should be hearing from him.

         A few weeks later, I was summoned back. When I entered his office – it was a large one – he surprised me by saying, ‘Just walk up and down, will you?’ I did, and, after a pause, the editor of the Financial Times said, ‘That’ll do. I just wanted to take another look at you.’ There was another pause and he went on, ‘I think we can offer you a job,’ adding ominously, ‘There’s just one other person.’

         My third summons was to meet the managing director, Lord Drogheda. Drogheda had an effete, rather languid manner. The first I knew that I had got the job was when Drogheda said, ‘One problem you will find here is that it’s a long way from the West End. You can’t just wander out at lunchtime and buy a picture.’

         Well, I never did go to the West End to buy a picture, but I went there often for lunch. It was drummed into me that lunch with politicians, officials, businessmen and City figures was an important part of the job. In effect, I was told to go out and spend the company’s money cultivating contacts. 

         The offer of a job at the FT was good in one sense but bad in another. Many of my fellow undergraduates were working hard in order to get the best qualifications to impress future employers. But my offer, which I immediately accepted, came in the springtime of my final year, and I fear that I subsequently became rather less diligent in my studies.

         But there was another offer. Richard Fry’s advice had been amazing. I went to see Patrick Sergeant at the City offices of the Daily Mail – a Dickensian office in Angel Court. Sergeant, too, offered me a job. When I said that I had accepted one at the FT, he offered me a summer relief job during July and August, to deputise for staff who went away. I snapped this up, because even in those far-off pre-top-up-fees days, students usually ran up debts.

         But there was yet another offer. I joined the FT in the first week of October 1963, during the same week as Reginald Dale, who became a senior FT foreign correspondent, and Andreas Whittam Smith, who, many years later, co-founded The Independent newspaper. Patrick Sergeant had asked me whether I wanted to stay on at what was then called the Daily Mail and News Chronicle, but quite understood when I declined. He thought very highly of the FT.

         When I joined the FT, the Conservatives were coming to the end of their long period in office, lasting from 1951 to 1964. Reginald Maudling was Chancellor, and the brakes were off the economy. His aim was to win the next election. The years 1963–64 saw the ‘Maudling boom’, which did not win the election for the Conservatives, and whose consequences caused prolonged trouble for the Wilson governments of 1964–70.

         The seeds were being sown for the first of the nine crises covered in this memoir: the 1967 devaluation of the pound. 

         THE DAILY MAIL AND NEWS CHRONICLE, 1964–67

         When Gordon Newton had said, ‘There is another person,’ I assumed that I was meant to conclude that I had not yet got the job. The job was in the FT’s Features Department, as a trainee. But when Reggie Dale turned up, it was clear that we had both got jobs. (Andreas Whittam Smith was in the separate Company Comments section.)

         The first article I had to write proved to be a harbinger of what was in store for much of British industry. The brief was ‘The British motorcycle industry’. The features editor told me the name of a good contact at BSA – then supposed to be the giant of the industry. I forget his name, but it might have been Turner. Anyway, when I rang the BSA offices (BSA stood for Birmingham Small Arms, but by now it was a general engineering company and manufacturer), I was told, ‘Oh, Mr Turner has left us. He now works for a small Japanese company in Kingston upon Thames. You won’t have heard of it. It is called Honda.’

         It was true. I hadn’t heard of Honda. But I had heard of Kingston upon Thames, where I was born. I duly rang Mr Turner and he invited me down to Kingston to lunch. ‘The British motorcycle industry is finished,’ he proclaimed. ‘The future lies with the Japanese.’ (It did indeed for a long time, but more recently there has been a recovery of the manufacturing of motorbikes in this country.)

         I wrote feature articles on assorted subjects, including the motorcycle industry, for six months or so, and then received a telephone call from Patrick Sergeant, asking whether I should like to go back to the Mail. It was naked bribery. At the time, the FT was paying me £925 a year. Sergeant offered me £2,000. Several colleagues said, ‘You may never be offered such a huge salary again.’

         I consulted someone for whom I had developed considerable respect: John Murray, the head of the three-man Lex team, who subsequently became finance director of the John Lewis Investment Trust. ‘You’ve got to take it,’ he said, ‘you’ve just got to take it,’ adding, ‘Sergeant’s lush pastures, eh?’ (The Lex column specialised in financial comment and advice.)

         I was enjoying the FT and getting on reasonably well as far as I could see. Newton said he could not possibly match that figure of £2,000, but he did offer to raise my salary from £925 to, I think, £1,125 or £1,225, the most he maintained that he could do without distorting ‘differentials’.

         I was in two minds. Always short of money, I found the £2,000 difficult to resist. I was twenty-five at the time, and colleagues maintained that Newton used to say, ‘Anybody who is any good should be earning £3,000 a year by the time he is thirty.’ There was also the consideration that the Daily Mail’s name was mud in our house when I was growing up – for good reasons. There had been the Zinoviev letter scandal of 1924. Allegedly written on behalf of the Comintern by Grigory Zinoviev, chairman of its executive committee, the letter urged the British Communist Party to sow subversion among the British armed forces. There is some controversy about what exactly happened, and it is now widely considered to have been a forgery. One story at the time, however, was that it was intercepted by the British secret service and deliberately leaked to the Daily Mail, which made a meal of it in an attempt to persuade voters to vote Conservative. It went into Labour folklore that this was a vital factor in Labour’s loss of the 1924 general election. My father often talked about it. 

         However, it was not just the dubious role of the Daily Mail in that episode that prompted my parents’ disapproval. It became notorious that in the 1930s, Lord Rothermere, proprietor of the Mail, developed fascist leanings. Quite apart from all this, my father was a strong Labour man. My acceptance of the Daily Mail job took some explaining!

         There was one mitigating factor: the paper was now called the Daily Mail and News Chronicle, following what had been presented as a merger but was in effect a swallowing of the old liberal Chronicle – which was taken in our house – by the Conservative Mail. Patrick Sergeant himself had been a Chronicle man, and tried to be reassuring on this point.

         I went back to the Mail in the spring of 1964 after six months with the FT. The Conservatives were still in office and the Governor of the Bank of England was Lord Cromer, who had family links with the Rothermeres, still owners of the Daily Mail.

         Patrick Sergeant did things in style. He lived in Highgate, next door to Yehudi Menuhin. When I once said to his wife, Gillian, that it must be wonderful to live next door to the most famous violinist in the world, she said, ‘Fortunately, the walls are soundproof.’

         Sergeant had a chauffeur-driven car and dined at the best restaurants. His motto was ‘An ounce of information is worth a ton of theory.’ Thus, while he liked – indeed, boasted of – having graduates on his staff, he taught me a lot about the nitty-gritty business of acquiring and cultivating good contacts. Expenses on the Mail – for wining and dining contacts, and for taxis – were huge. Indeed, I don’t think I have ever been quite so well off in my life as in that period from spring 1964 to spring 1967 when I worked for the Mail. He also taught me that one should not necessarily turn down an invitation to an event whose ostensible purpose was not of obvious or immediate interest. You often met interesting people at seemingly uninteresting events.

         Sergeant had a staff of about ten journalists, who used to sit in an outside office. His own office had a red or green light showing, to let you know whether you could go in. Although the City office certainly produced news stories, the main thrust of his operation was the City page of comment. These comments would usually appear under his own name, whether written by him or not.

         But most of the emphasis went on the lead comment. Sergeant would sit at his grand partner’s desk and write the lead with one of an array of pencils, paragraph by paragraph, sheet of paper by sheet of paper, and hand the sheets one by one to his secretary, who would type out the lead as it came in. Often, dissatisfied with the first effort, he would crumple it up and hurl it into a waste-paper basket. If it was to be an economic lead, my job was to sit opposite him, contribute ideas and material, and offer an opinion on his judgements and phrases when asked. Or I might type an economic lead at my desk, and he would then go through it before it appeared under his own name. That was the deal, as they say these days.

         Sergeant saw a lot of Maudling, who would often telephone him at his office. They frequently lunched together. The Chancellor would consult him on City matters and, because of their close relationship, Sergeant knew far more about what was going on in the Treasury than I – who was supposed to know. For this was a very early stage in my career, and Sergeant generously seemed to credit me with far more contacts than I actually possessed. Indeed, I would often meet John Palmer, a school friend who worked in the City office of The Scotsman and then The Guardian, for tea or a drink, and we would bemoan our lack of contacts as we exchanged theories and the minimum of what news we were supposed to have picked up. Later in his career, John became one of the best-connected Brussels correspondents of any newspaper, and in due course I built up my own network.

         I have always been amused by the way once people get something into their heads they cannot be disabused of it, however often you try. An example was when the National Economic Development Office asked me to rewrite a jargon-filled pamphlet written for them by a well-known economist. They wanted it in plain English. I was too busy at the time and subcontracted it to a civil servant friend of mine. He produced a perfect piece of work, which went down well with the National Economic Development Office and the said economist. Often, when I met the economist in subsequent years, he congratulated me on my editing work. I tried at first to give credit where credit was due, but finally gave up. To his dying day he thought I had helped him with his pamphlet.

         As Chancellor, Reggie Maudling had a government chauffeur. I heard enough stories from different Treasury officials to believe the following: Maudling had a tendency to err on the side of idleness, but he could read and grasp a brief at remarkable speed, often in the back of the car transporting him to a meeting or public event at which he was due to speak.

         When I was working for Patrick, his chauffeur took me aside to complain that he had been asked to deliver a book to 11 Downing Street. I asked him, as a matter of interest, what it was. Back came the reply: The Drinking Man’s Diet. Eric then produced the copy he was about to deliver. I opened the first page. The text began – I cannot recall the precise words, but they were something like this: ‘Worried about your weight? Relax! We can help you. Pour yourself another drink…’ 

         BACK TO THE FT, 1967–76

         After my return to the Mail, Maudling’s chancellorship was, though we didn’t know it at the time, in its final months. Since one of the main focuses of attention was the poor state of the balance of payments (there was a huge and chronic deficit in the trade figures, with imports far exceeding exports), attention became heavily concentrated on the monthly trade figures. Sergeant wanted scoops about the figures, and I managed to establish a reputation in this field. I did not know it at the time, but many years later Sergeant told me he had been called in by a Board of Trade official, who told him the leaks were causing consternation but the enquiries into them had got nowhere.

         Yet it became increasingly obvious that there was a limit to one’s creative potential when writing mostly under the name of one’s boss, generous though he always was to me, and from whom I learned many tricks of the trade.

         I was not the only member of his staff to become restive. The space was very limited, and there were those at the Mail’s headquarters off Fleet Street who noticed that Patrick’s City page empire was so large that we almost outnumbered the general reporters on the main news desk. But the suave Sergeant had a ready response to rumblings from above: expansion! He justified the large size of his staff by pioneering an expanded family finance section entitled Money Mail, in which there was far more use of staff bylines. Of course, this was not the only reason. In spite of the emphasis in economic news on trade figures and other difficulties, the fact of the matter was that the British economy was expanding, people were becoming more prosperous and there were opportunities to advise them on their investments.

         But I was amused by the way Patrick introduced the idea to his staff. He came into the office one day and proclaimed, ‘I am sure people have lots of coins scattered around the house which they could put to better use.’ From that tiny seed evolved the highly successful Money Mail with many imitations. In the very first issue I was required to write an article proclaiming, ‘Now is the time to buy a house.’

         My first wife and I were in fact negotiating to buy a house at the time. As part of my research for the article in Money Mail, I interviewed the chief executive of what was then the Alliance Building Society in Brighton. At the end, he said that any time I needed a mortgage I should get in touch – which I did. But the Alliance did not think a £10,500 loan for a Georgian house in Canonbury Square was worth the risk. These days they change hands for millions.

         Working in the Mail offices in Angel Court and, later, Finsbury Circus, I was in the heart of the old, pre-Canary Wharf, City, and developed a feel for it, as well as, eventually, a growing contacts list. While my brief was to follow the economy, most of the coverage in the City page was of stocks and shares, takeovers and so on, with a heavy emphasis on share tipping. The quest for good information on the stock market involved my colleagues in a phenomenal amount of drinking in the local bars, and not just over lunch. This was two decades before Big Bang and the internationalisation of the City, which was still very parochial. The general atmosphere was still very Dickensian.

         While being far from expert in stocks and shares, I was roped in by Sergeant to help predict a ‘share of the year’ at the beginning of one year. He went around his staff, asked for our views and then declared, ‘Well, you are all wrong. I have just been playing squash with the chairman of [a well-known machine tool company] and they are my choice.’

         When his chosen share duly appeared in the paper, one of the City analysts specialising in the machine tool industry asked to meet me and said, ‘Why on earth is your boss picking that company? They are in a terrible state. I was about to advise my clients to sell, but, given your newspaper’s influence, I shall wait a bit until they go up.’

         Labour won the general election of October 1964, and the new Chancellor was James Callaghan, whom Sergeant now began to cultivate. Sergeant would talk of the association as ‘Stoker Jim’ and ‘Sailor Pat’. (Both had been in the navy.) However, with my own Labour leanings known to him, Sergeant now began to regard his relatively raw undergraduate recruit as his main conduit to Labour Party and government thinking. (At this stage I should like to emphasise that I have never been a member of a political party. Whatever people have been able to deduce about my views from what I write, I have always been anxious to maintain my independence. On the whole, this helped me to maintain reasonably good relations with all parties.)

         But although it was useful experience, by spring 1967 I was ready to move on, or back, and could hardly believe my luck when I had a call from Bill Rodger, the deputy editor of the Financial Times, asking if I could go and see him. Rodger came straight to the point: The Times had started a separate Business section, with the intention, the FT feared, of doing nothing less than challenging the FT’s pole position as the leading daily paper on business and finance.

         They need not have worried. The Times’s Business News became an established feature of Fleet Street, but the FT went from success to success. I did not know at the time, but The Times had actually approached Sergeant and offered him the Business editorship. He recalled years later, ‘I told them nobody is going to dislodge the FT.’ 

         Bill Rodger was a courteous man, immaculately dressed, with a pronounced tic – a repetitive jerk of the neck, as if his collar were too tight, but possibly related to the stream of alcohol that passed his lips. Yet he never appeared ‘tight’ in that sense. After his characteristically succinct explanation of the FT’s fears, he said they had decided to expand the staff, and were inviting certain people back.

         Rodger’s office was near Newton’s, separated only by the shared office of their secretaries. Within a few minutes, Newton came in, affected to be surprised to see me, and invited me into his own office. ‘Oh, it’s you,’ he said. ‘I always liked you.’

         The job I was offered was that of a City reporter, with an emphasis on getting scoops. Somehow or other, Patrick Sergeant’s generous view of my work had got back to Newton. The last thing I wished to do was to focus exclusively on the City. But I had a colleague at the Mail who would be perfect for that role – a man called Christopher Gwinner. So it was arranged that we should both join the FT, with me returning to a general feature-writing role.

         After the initial boost, my salary had stagnated at the Mail, so I was pleased when Newton offered Gwinner and me £2,750 a year. I was not so pleased later on hearing that Newton had told someone that our recruitment – in my case, re-recruitment – had been ‘cheap’.

         I had not yet embarked on a career as an economics correspondent or commentator. The world of Prime Ministers, Chancellors and Governors of the Bank of England was still at one remove. I was thrust back into the world of fast feature writing: I would go into the office mid-morning (10.30 or 11 a.m.) and be told, ‘The National Provincial Bank and the Westminster Bank are merging. Can you write a feature on it by six o’clock?’ 

         In those pre-internet days, physical files were very important. I would go to the FT’s library and ask for the relevant files, bury myself in them and then spend several hours on the phone. I would also compare notes with the chief leader writer, Robert (‘Bob’) Collin, who, to my mind, had one of the best brains among a galaxy of stars.

         It was a very civilised, almost collegiate, atmosphere at the FT in those days. The older and more experienced members of the staff went out of their way to help the new recruits. Bob was especially kind, and would write his leaders (unsigned editorials) after attending conference, looking at the files and talking to whomsoever was writing the main story on which he was to comment. He did not cultivate contacts. At lunchtime he would usually repair by himself to the Skinners Arms by Mansion House Station, drink cider and read books on mathematics or how to learn Russian.

         BANK OF ENGLAND, 1976–77

         In 1976, I accepted what was meant to be a three-year contract with the Bank of England. This came after nine years of being the FT’s economics correspondent. Since then, I don’t think anyone has done that reporting job for quite as long. The FT liked to move people around, and I was offered a post in the parliamentary lobby several times but did not relish the thought. In that role, one has to cover a multitude of political stories, many of which would not have interested me. If ever I had confirmation of this resolve, it was some years later, when I was on The Observer, and one Saturday evening my friend and colleague Adam Raphael, then The Observer’s political editor, was faced with covering an alleged scandal concerning the Conservative MP Jeffrey Archer and a prostitute. Lobby correspondents have to write about all manner of things, only some of which would interest me. I am a strong believer in the view that if what you’re writing does not interest you, it is unlikely to fascinate the reader.

         The FT also ventured the idea of a foreign posting. The paper’s foreign coverage had been built up during the 1960s and early 1970s and was becoming a strength. However, my then wife did not relish such a move and it would have been complicated by the fact that we now had six children between us. At about this time, Christopher Dow, the economics director of the Bank of England, asked me to take a three-year contract with the Bank of England, to work for the Bank’s quarterly bulletin and participate in the speech-writing process for the Governor, Gordon Richardson. ‘Process’ it certainly was, because I soon discovered that drafts of Governor Richardson’s speeches mounted up well into double figures. Moreover, although Richardson had indicated to me that he liked the way I wrote in the FT, his speeches were essentially committee efforts. After a few contributions to speeches, my efforts were focused entirely on the economic commentary in the Bank of England bulletin. In those days there was plenty of inflation but no inflation report. These days there’s little inflation but plenty of reports.

         The process of being hired by the Bank involved so many lunches with Christopher Dow at the Reform Club that I lost count. Samuel Brittan, with whom I was still working at the FT, commented, ‘If only the Bank spent as much time trying to sort out our economic problems as it is doing lunching with you…’

         I have always, when asked, described my time at the Bank as a ‘secondment’, although the editor at the time made it clear that the three years involved would necessitate my formally leaving the FT. It was, in effect, a secondment from journalism rather than the FT, because, although I have always kept in touch with the paper, I did not return.

         The Bank of England was a peculiar place in those days and there are those, including, as I write, in the Treasury, who think it still is, hence the determined pursuit in 2012 by the Chancellor George Osborne of the Canadian central bank governor Mark Carney to bring a new broom to Threadneedle Street. The Bank was and remains a very hierarchical place and it was thought that Carney might change all this. However, the fact of the matter is that the Bank of England, founded in 1694, did not get where it is today by being easily thwarted. Even as I write, one can detect tensions between the Treasury and the Bank. Governor Carney, despite being surrounded by various committees, remains at the apex of the Bank.

         In fact, Gordon Richardson and Christopher Dow were trying to bring a new broom to the Bank back in the 1970s.

         Policymakers are educated people, with their own view of the world. Some are self-confident, even arrogant; others are unsure of themselves. The old joke is that the views of some policymakers reflect the advice of the last person they talked to. There were even those officials in the Bank of England when I worked there who complained, only half-jokingly, that although the Governor had painstakingly built a formidable edifice of highly qualified advisers, what really mattered was the conversation he had had with the person he had sat next to at dinner the previous evening.

         Richardson, Governor from 1973 to 1983, was an imposing figure, with, according to my female friends, the looks of a Roman emperor. He was a man of great presence, who looked taller than he really was. He lived to a ripe old age, but, sadly, lost his sight. When Eddie George, a later Governor, was given the Keynes Sraffa Award, he took me aside at the reception and asked me to look after Richardson. As various Bank and City names came up, Gordon would whisper in my ear, ‘Is he still with us?’ I seldom remember dreams or take notice of them. But I have a vivid memory of dreaming that night that I was wandering around a ghostly hall, with Gordon asking repeatedly, ‘Is he still with us?’

         My main job at the Bank was to assemble the constituents of the economic commentary from an array of talented economists who were working under the aegis of Dow and Leslie Dicks-Mireaux, who was in charge of the economics division. Some years earlier, while at the National Institute of Economic and Social Research, Dow and Dicks-Mireaux had written a celebrated (by fellow economists) article on wage inflation. This understandably misled some Bank economists, including Dicks-Mireaux, who had been recruited by the Bank well before Dow’s arrival, into believing that when Dow got there the two would work together harmoniously. But this did not prove to be the case. In fact, they seemed to be on different wavelengths.

         I soon realised that it had been a mistake for me in the past to use the phrase ‘The Bank thinks…’, as if there were a unified view. The Bank was full of good people and there were many differing views. Fantastic quantities of paper would cross one’s desk, with Official A commenting on Official B’s interpretation of Official C’s draft of a gubernatorial speech.

         There was an added complication. A delightful, old-style Bank official, Michael Thornton, who had been awarded a Military Cross in World War II, was in charge of the Economic Intelligence Unit. But he was certainly not an economist, and therefore not rated highly by Dow. Indeed, he once called me in with regard to a paper Dow was circulating and asked for advice, saying disarmingly, ‘I am not sure what Dow is on about. I am not an economist.’

         I had known Michael before my arrival there because he used to chair small press briefings on the eve of the publication of the quarterly bulletin, on which I was now working. When I arrived at the Bank and met him formally on a kind of courtesy call, he blithely said, ‘Now, Keegan, I have to confess that although I have read you for years in the FT, the only article of yours I can remember was when you wrote about what it was like to own a Volkswagen Minibus.’

         If the Bank was considered old-fashioned in 2012, it was even more old-fashioned and quaint in the mid-1970s. The Bank was generous in inviting a journalist in and trusting him, and I certainly do not wish to indulge in ungrateful criticism of my hosts. But there were certain amusing aspects of the daily routine that linger in my memory. For instance, whereas I think that these days the so-called work ethic has been stretched to its limits, the Bank, and City, that one experienced in those days was a fairly civilised and relaxed place. Until I got used to the hours, I would be baffled by the difficulty of making contact with people. There were no emails back then, but there was always someone at the other end of the internal telephone lines. Often, though, it was an assistant or somebody from Personnel – an outfit which was at the time known as Staff Posts.

         ‘May I speak to X, please?’

         ‘Oh, sorry, he’s at coffee.’

         ‘May I speak to Y, please?’

         ‘Sorry, he’s at tea.’

         Usually this meant that the said person had crossed the road, Lothbury, to the Bank club, which, in addition to offering coffee breaks in the morning and tea breaks in the afternoon, boasted a rather good subsidised restaurant, with a flourishing bar. But my favourite memory of the Bank’s paternalist way of looking after its staff was the discovery that if I worked after 5.30 p.m. I would be entitled to sandwiches and a bottle of Young’s pale ale to keep me going.

         Most of the junior staff seemed to live in the suburbs or beyond, and 5.30 p.m. was the time they headed for their commuter trains. By contrast, my FT routine had been to settle down to write my news stories between 5.30 p.m. and 7 p.m., and I took this routine with me to the Bank. This brought the advantage not only of good sandwiches and pale ale delivered by a courteous messenger, but also the freedom to work uninterrupted on the bulletin, or on the various internal papers that would eventually surface in the bulletin.

         A notable difference was that, whereas for a journalist words flow fast and freely, every sentence in a Bank publication had to be drafted with the utmost care. My wife, a barrister and former Bank of England economist, says that she drafts and I write.

         Given that the Bank was always playing cat-and-mouse with the Treasury, great efforts went into the drafting, once the tortuous process of arriving at a consensus had been brought to an end by deadlines. These days, hardly a week goes by without public comments from the Governor and members of the various monetary and regulatory committees, but there was a time under Richardson’s governorship when his public statements were so rare that the City editor of the Sunday Telegraph, Patrick Hutber, christened the Bank ‘The Tomb of the Unknown Governor’.

         The general atmosphere is brilliantly described in the Dow diaries, a shortened version of which was published by the National Institute of Economic and Social Research. I recall Dow once observing in frustration, ‘This place! Have you ever read Stendhal?’ There was an underlying conflict between Governor Richardson and Dow on the one hand, and the chief cashier of the Bank on the other, who really thought it was his right to run the place. There was an occasion when I was in the Governor’s office, called a parlour, with Richardson and Dow. There were only three of us and we were discussing a forthcoming bulletin. Reflecting the underlying tensions, Gordon looked up and said, ‘You know, we three are outsiders in this place.’ Dow went to extraordinary lengths to get his essentially Keynesian views into gubernatorial speeches and in the bulletin’s quarterly climax, ‘The Assessment’. A few of us coined the term Dovian to describe his sometimes convoluted prose.

         As a Keynesian, Dow was very suspicious of monetarism. Monetarism was a very old economic doctrine whose proponents held that the conquest of inflation was essentially a matter of controlling the money supply. In its modern version it was associated with the American economist Milton Friedman, of the Chicago School. We Keynesians always held the view that controlling inflation was much more complicated than Friedman and his disciples maintained. There was a great debate in the columns of Newsweek in the 1970s between Friedman and the eminent American Keynesian Paul Samuelson. Samuelson once said that Milton Friedman was ‘the eighth or ninth wonder of the world depending on how you score the Grand Canyon’. But when the Keynesian approach ran into difficulty, and life became more difficult for policymakers, monetarism came into vogue. It is very much associated with Mrs Thatcher’s government – quite rightly – but there are some who hold that it really began under the Labour government of James Callaghan, when he took over the reins from Harold Wilson and was faced with the 1976 IMF crisis. 

         The Bank had had its fingers burned earlier in the decade trying to apply a policy known as competition and credit control, and its economists knew that the job of controlling the money supply was rather more complicated than politicians realised. But there are always time-serving officials who will allow more leeway to misconceived ideas – and some who actually believe in them.

         There is no getting away from the fact that the Keynesian economics that I had been taught at Cambridge, and still subscribe to, was in trouble during the 1970s, and exposed a flank to the rise of monetarism. The Keynesian approach was developed in reaction to the Great Depression which began in 1929, under which unemployment rose to 15 per cent in Britain. Essentially the Keynesian approach was, to quote a phrase much beloved of Denis Healey, ‘When you are in a hole, stop digging.’

         Originally the emphasis was on boosting public spending when the private sector was depressed and monetary policy was caught in what was known as a liquidity trap, so that lower interest rates were ineffectual in boosting demand. In the post-war years, rescue operations evolved into what became known as ‘demand management’, involving tax cuts as well as increases in public spending. During the relatively successful economic policies of the immediate post-war decades, Keynesian policymakers probably became overconfident. The idea was to apply policies of economic expansion where appropriate, but to rein back if there were problems with the balance of payments or inflation.

         Controlling inflation became more difficult. In the US, the financing of the Vietnam War had aggravated inflationary tendencies, while in the UK it proved a problem to control inflation as the trade unions recognised their bargaining strength and flexed their muscles. 

         It was fashionable in the 1970s to conclude that Keynesians had lost the plot and that prices-and-incomes policies were ineffectual in curbing inflation. In came the monetarists, and Keynesian policies fell out of fashion during the period of Sir Geoffrey Howe’s chancellorship in 1979–83.

         A speech made by Prime Minister Callaghan to the Labour Party conference of October 1976 in which he said one could no longer spend one’s way out of recession was seized upon by the monetarists as proof of the demise of Keynesianism. But his reference was entirely tactical, to appease a hostile US Treasury that was being difficult about the UK’s negotiations with the International Monetary Fund (Crisis 3).

         In his memoirs, published after eight years of Conservative rule, Callaghan made it quite clear that he was really a Keynesian and disagreed with the Thatcher/Howe/Lawson polices that were then contributing to a rapid rise in unemployment. As it happened, inflation and unemployment were both already falling by 1977–78, towards the end of Callaghan’s premiership. It was only the Winter of Discontent in 1978–79 (see Crisis 3) that finally wrecked the Labour government’s reputation for economic competence.

         The fact of the matter, as became apparent all those years later in the wake of the 2007–08 financial crisis, is that Keynes was right all along: the only way to emerge from recession is to spend your way out.

         As presented by the monetarist guru Professor Milton Friedman, it all sounded so easy. One of Dow’s main tasks was to explain to Governor Richardson privately, and sometimes at great length, that the last City person who had bent his ear about the money supply at dinner the night before was not necessarily the perfect font of advice. 

         It did strike one sometimes that, for all the laborious recruitment that the Governor went in for, and for all the undoubted talent among his pool of advisers, he could be disproportionately influenced by the opinions and remarks of outsiders he met in the course of his very assiduous business and social rounds.

         In addition to the frequent lunches I had enjoyed with Christopher Dow before I joined the Bank, I was subjected to the Bank’s equivalent of the Foreign Office’s traditional ‘country house test’, under which candidates were observed, at least in those days, for their general behaviour and standards of social decorum. In this case it was a townhouse test or, more accurately, a penthouse flat test: a dinner with Richardson and some of his colleagues at which he made a great show of his knowledge of proper, New York-style, martinis.

         Several were served before a dinner at which there was no shortage of excellent white and red wines, with port or brandy to follow. The hospitality of the Bank was legendary then, and for decades after. But later, under the regime of Sir Mervyn King in 2003–13, wine was not spontaneously offered at lunchtime. The trick was to ensure that, when asked in advance for any dietary requirements, one made sure to say, ‘Wine.’ In Lord Lawson’s case, I understand, the request was for ‘fine claret’.

         Before going to the Bank, I had been sounded out by The Economist. Andrew Knight, who was then in charge of their bureau in Brussels, offered me the post of jointly running the Brussels office. As a well-established FT correspondent, I would hardly have wanted to become his deputy, but the joint proposal seemed odd, and was subsequently explained when it turned out that all along he had been destined to return to London as editor of The Economist – something he did not tell me at the time. I was intrigued, but not particularly attracted, by the idea of the Brussels job. In due course I was to make frequent trips to Brussels and other European capitals while covering our relations with Europe.

         However, at Knight’s suggestion, I went as far as agreeing to meet the editor, Alastair Burnet, at his London office. The ‘interview’ consisted of a most enjoyable conversation between 6 and 8 p.m. in Burnet’s office. He sat behind his desk; I in front. In the course of the conversation, most of a bottle of malt whisky was consumed, mainly by him. When I voiced my concerns about the Brussels job, he explored at some length the possibility of my working in the London office, and left me to reflect.

         The idea of my joining The Economist faded, but my association with The Economist did not. While I was at the Bank, I was telephoned one day by my friend Sarah Hogg, who was then the magazine’s economics editor. She invited me to lunch at Manzi’s, the fish restaurant just off Leicester Square. I accepted, but warned her that, as I was the most obvious suspect, I could not possibly give her any scoops.

         This was agreed. Then, before the appointed day, I was approached by Rupert Pennant-Rea, Christopher Dow’s personal assistant. He said he was looking for a job in journalism and asked if I could help him. I rang Sarah and mentioned this. She was looking for an assistant and asked me to bring Rupert along to lunch. I need not have feared being put in an awkward position between the Bank and Sarah over the kind of confidential information that, in Sarah’s shoes, I would have been searching for. Most of the conversation consisted of an unofficial interview of Rupert by Sarah. At the end, she asked him for examples of his written work, and he was duly taken on by The Economist, where he rose to become editor.

         The story did not end there. Many years later, when Sarah was head of Prime Minister John Major’s Policy Unit at 10 Downing Street, in the closing months of 1992, the time had come for the government to decide on the successor to Robin Leigh-Pemberton as Governor of the Bank of England. Prime Ministers and Chancellors like to spring a surprise on these occasions, but there was little question that the next Governor had to be Eddie George, a career-long star of the Bank. Indeed, George had been marked out much earlier. When I arrived there for my stint in 1976, Christopher Dow told me that he would show me a paper he had commissioned from a bright young Bank man on the reorganisation of the Economics Intelligence Department. The bright young man turned out to be Eddie George, and the paper was the George Report.

         Eddie rose and rose, via the economics division, the overseas division and, especially, the Bank’s then-powerful markets division to become deputy governor. The question was: when Eddie was appointed to Governor, who was to be the deputy?

         There were various internal candidates, but Prime Minister John Major and Chancellor Norman Lamont wanted that element of surprise. This was provided by Sarah Hogg, who suggested none other than her Economist recruit of all those years ago, Rupert Pennant-Rea, by now the magazine’s editor. My impression was that this was not the choice Eddie George himself would have made, but he lived with it, and the two developed a working relationship until a certain event caused embarrassment all round.

         The episode was epitomised by a memorable headline in The Sun: ‘THE BONK OF ENGLAND’. Rupert Pennant-Rea was reported to have been discovered in flagrante delicto, making love to a girlfriend on the Governors’ carpet. In those days there was one governor and one deputy, not two or, as later, three or four of the latter; internal communications were addressed to ‘The Governors’ (plural) and the said carpet on which the notorious ‘bonk’ was performed was accessible, as it were, to both Governors.

         Kenneth Clarke, who was Chancellor at the time and a very broad-minded, relaxed man, could not quite see what the fuss was about. But to Eddie George, this was a disgrace; indeed, a sacrilege. Dishonour had been brought down upon the Bank. There was no question that Pennant-Rea would have to go.

         Eddie was a happily married man and quite shocked by the whole episode. But as he had not been entirely enthusiastic about Rupert’s appointment in the first place, I am not sure that he regarded it as a great tragedy, annoyed though he undoubtedly was.

         Going back to 1976–77, however, I owe to Rupert the suggestion that, having published a couple of novels, I should join him in writing a book about economic policy. This work eventually appeared under the title Who Runs the Economy? Control and Influence in Economic Policy. The thesis we developed could be summarised as: ‘It all depends.’ Politicians come into office with ambitious plans, and sooner or later encounter Macmillan’s Opposition of Events.

         
THE OBSERVER, 1977–

         My three-year contract at the Bank did not last. Shortly after I had been there a year, I was approached by The Observer and offered what for me was an ideal job: to be economics editor of The Observer, the newspaper for which I had the most respect, and had done ever since discovering it on my newspaper round in the early 1950s. It was, among other things, the paper that had opposed the Suez venture of 1956, which brought down Eden and cleared the path for Macmillan to move from the Treasury to No. 10; it had also printed Khrushchev’s denunciation of Stalin in full, taking up most of what was then a paper with few pages by modern standards.

         In circulation and size, The Observer was then, as now, a poor relation to the massive Sunday Times. Although left of centre, it was much more ‘liberal’ than many on the left would have liked. David Astor, who had owned and edited the paper during its heyday, had stepped down by the time I was approached in 1977. Astor, although a millionaire, had never been particularly interested in business or finance. He was famous for once having asked, ‘What is a mortgage?’ and to have been horrified on being told, expressing concern that members of his staff were ‘in debt’.

         Under the new editor, Donald Trelford, The Observer was trying to build up the coverage of business and economics. There had been a long time when the main reference to business had been in a column called ‘Mammon’ – the very title of which always seemed to me to have a slightly contemptuous air to it. There had been a memorable example of The Observer’s attitude way back in the 1960s, when they had commissioned Roy Jenkins to write about the abortive bid by ICI to take over the rival textile company Courtaulds, and Jenkins had referred rather haughtily to the expensive property in the Bishops Avenue, Hampstead, where the chairman of ICI, Sir Paul Chambers, lived, as ‘a businessman’s mansion’.

         My main interview with The Observer took place in the art deco pub called the Blackfriar, opposite Blackfriars station and round the corner from the Observer office, then in St Andrew’s Hill. Over several pints, the deputy editor, John Cole, told me that the paper needed a full-time economics correspondent; at the time they were relying on a weekly article from Professor Alan Day of the London School of Economics, who was very distinguished but very definitely an academic, not a journalist who could do the rounds of press conferences and keep in touch with the Treasury, Bank of England and other contacts, let alone travel to, for example, economic summits such as the first one called by President Giscard at Rambouillet in 1975, which I covered for the FT.

         It later turned out that the man who suggested The Observer approach me was the future political editor Adam Raphael. Our paths had crossed several times when Adam was covering parliamentary committees for The Guardian and I for the FT.

         You can never be sure on these occasions, but my strong impression over drinks in the Blackfriar was that John Cole had already decided to hire me. There was, though, the little matter of meeting the editor, Donald Trelford. This meeting took place in Donald’s office, some days later. He was relatively unknown at the time, and I was struck by his mop of black hair and very dark eyes. A most courteous man, he nevertheless had an impenetrable look about him. I got the impression he didn’t know much about me, and was happy to accept the recommendation of John Cole and Adam Raphael. However, many people have underestimated Donald over the years, and I suspect that, being the very intuitive man that he is, he would have vetoed my appointment if he had any doubts. He also made a point of introducing me to Terence Kilmartin, the literary editor, who was a more influential figure than his title implied.

         As it was, taking the job at The Observer was an important step in my career. First, however, there was the little matter of my three-year contract. The Bank were fine about this. Although my work editing the economic commentary in the bulletin had been going well, I think Christopher Dow had soon realised that I was not the kind of professional economist who wished to become part of the bureaucratic system. And when I saw Gordon Richardson to announce my departure, he immediately said, ‘I have always thought of you as a newspaper man.’ Any doubts I might have had were soon quashed by my friend John Bispham, who was in charge of economic forecasting at the Bank: ‘You have got to take it.’ Rupert Pennant-Rea, Dow’s assistant, thought the same.

         The Observer offer came in the spring of 1977, and it was agreed that I should see the next quarterly bulletin through, and leave the Bank in the summer. I had made good friends and contacts at the Bank, and was struck by the civilised way in which they trusted a ‘journalist within the Bank’. I had had access to all sorts of confidential information, at a time when there was a serious economic crisis, and the financial markets and financial press were obsessed with the statistics for public sector borrowing and the official reserves of gold and foreign currency.

         John Cole, when deputy editor of The Observer, once indicated that I might be relying too much on the words of officials and not paying enough respect to elected politicians. When I was putting a particular interpretation on some aspect of economic policy to him, John would say, ‘But Roy Hattersley says…’ as if Roy Hattersley were God. I got to know Hattersley well in due course, and was much impressed by his remarkable memory for events – always accurate, as far as I could tell. Hattersley told me that he had never kept a diary, and indeed was critical of those ministers who did – not least when they were writing them during Cabinet meetings. There was a hint here I think of a political version of Heisenberg’s principle, whereby the observation might be affecting the quality of the proceedings.

         The real problem for Labour in 1976 had been the way they had lost the confidence of the financial markets. Not only was sterling under considerable pressure, the government was finding it impossible to sell government stock, or ‘gilts’, to finance expenditure. It was what was known as a ‘gilt strike’. The position was reached where strikes by the trade unions had contributed to the government’s problems earlier in the decade and now there was effectively a strike by the institutions needed to finance government expenditure.

         Treasury officials with whom I was in contact, whether or not they had faith in the financial markets, knew that the prevailing views were inhibiting government policy. I was trying to reflect this, but John Cole used to say, ‘These officials of yours are not elected politicians.’

         John had firm advice on drink and broadcasting. On one occasion, I introduced my friend Richard Brown to him shortly before Richard was due to appear on a BBC economic discussion with two MPs who were experienced broadcasters. ‘Have two gin and tonics before you go on,’ John said. ‘Not one and not three.’

         Through working as a financial journalist and having experience of being inside the Bank, I had got to know many officials very well, at several levels. Nevertheless, their knowledge of me, and mine of them, did not prevent the Bank from behaving in a most extraordinary, indeed outrageous, way towards the woman who was eventually to become my wife.

         Hilary Stonefrost was a very bright graduate recruit who had turned down offers from the Foreign Office and the Treasury in favour of working as an economist at the Bank in 1979, after graduating from the London School of Economics with a Master’s degree.

         Hilary and I were introduced in 1983 by our friend in common, Richard Brown, a former IMF official, who was a colleague at the Bank. At the time, Hilary was one of the Bank’s experts on the US economy, which was much in the news, and one day when I was discussing the US scene with Richard, he said I ought to meet Hilary, who knew far more about the particular aspect of the US financial scene we had been discussing – her regular note on US matters was not only widely distributed within the Bank; it was also in great demand at the Treasury.

         The three of us met upstairs at Le Poulbot in Cheapside for breakfast one day. Le Poulbot was a fashionable establishment run by the Roux brothers, with a good-value brasserie upstairs and a very expensive, Michelin-starred restaurant downstairs. The site is now occupied by a building society.

         I can’t recall much about the economic discussion, but certainly remember being impressed by Hilary. A few weeks later, a lunch was arranged at the Escargot in Greek Street, during which the attraction grew, and seemed to be mutual. We got on to port, and Richard made an excuse and left at about 4 p.m.

         As we left the restaurant and walked up Greek Street, I noticed that Hilary was carrying a riding whip. I thought, ‘This could be a bit embarrassing if someone I know sees me in Soho with a beautiful girl – sorry, my new feminist friend had instructed me always to refer to women, not girls – carrying a riding whip.’

         It turned out that she had a horse stabled at Mill Hill and was on her way there.

         Now, given that I had recently been separated and divorced from my first wife, I was concentrating on seeing as much as I could of my children, who lived with their mother during the week. I had read a frightening statistic that 50 per cent of divorced fathers lose contact with their children. I had occasional girlfriends, but was in no mood to try ‘settling down’ again. Anyway, for whatever reason, I did not follow up the successful lunch. Hilary took the initiative and dropped a letter through my door saying that as a feminist she believed in paying her way. As I had taken her out to lunch, she would invite me to dinner.

         We have often joked about what would have happened if she had not written that letter. But the point is she did, and we started going out together.

         Which brings me to the truly bizarre behaviour of the Bank in this matter. Some years later, Hilary told me that the Bank had offered her a promotion to work with the economist Charles Goodhart, who was heavily involved with monetary policy and monetary statistics. But this promotion would only take place if she stopped seeing William Keegan.

         She dismissed this outrageous suggestion out of hand. The apparent justification for it was that monetary policy was central to the Thatcher government’s strategy and the Bank was concerned that there would be breaches of confidence.

         Their concern, like their behaviour, was absurd, a product of the mentality of a bureaucracy where at the time something like a quarter of the staff seemed to belong, one way or another, to the personnel category, overseeing the other three quarters. Frankly, I often wondered when I was at the Bank about the way the institution seemed to contain so many busybodies.

         Monetarism, and the monetary statistics, were certainly central to the policy. When at The Observer, I myself was considered an outspoken critic of the policy, and regarded the precious money supply statistics as virtually meaningless. Moreover, I had such good professional relations with many of the Bank officials above Hilary in the hierarchy that I was more likely to be told indiscretions by them than by my new girlfriend. My good relations with these officials continued.

         The episode was ridiculously insulting, especially to Hilary – who, by the way, manifested immense discretion in not telling me about it until years later. She declined what was regarded as a good career move within the Bank – monetary policy being all the rage at the time – out of loyalty to someone who at the time was a mere boyfriend, in a situation where she could not be at all sure where our relationship would go.

         Here we come to an interesting example of camaraderie among journalists, Chancellors and former journalists. Nigel Lawson, Chancellor from 1983 to 1989, had had a distinguished career in journalism, at the FT, the Sunday Telegraph and then as editor of The Spectator. When he became Chancellor, I was frequently critical of the policies he pursued and began, at first ironically, to refer to him from time to time as ‘my old friend’. This seemed to go down well with readers, and also with Lawson, even though we were frequently at odds.

         He would take delight, when meeting me, in saying, ‘Still writing the same old rubbish,’ to which I would reply, ‘Still pursuing the same old policies.’ On one occasion at one of the occasional drinks parties the Chancellor holds, a journalist from a right-wing paper tried to suck up to Lawson by saying, when I approached the circle around him, ‘Why are you talking to him?’ To which the Chancellor replied, putting his arm briefly over my shoulder, ‘Because we are old friends.’

         Lawson came to lunch at The Observer when, as happened from time to time, my job was under threat. Neither the bosses of Atlantic Richfield, who owned The Observer from 1976 to 1981, nor Lonrho, the owners from 1981 to 1993, were keen on my attacks on the Thatcher government. At one of these lunches, Kenneth Harris, one of the directors of The Observer, was present, and most certainly belonged to the camp who wanted to fire me. Towards the end of the lunch, he turned rather pompously to Lawson and said, ‘Now, Chancellor, we are always criticising you; have you anything to say about us?’

         At which stage Tony Howard, the deputy editor, nudged me and muttered, ‘Wait for it.’ But Lawson could not have been more helpful. He said, ‘I know what you are referring to. I read William’s column. I don’t always agree with it. But I wouldn’t be without it.’

         Years later, Harris actually began to treat me like a long-lost friend. Ever since he had helped to save The Observer in 1976 by introducing David Astor, the owner, who had had enough of financing the losses, to Robert O. Anderson, the chairman of the American oil corporation Atlantic Richfield, Harris had organised an annual dinner in London so that Anderson and his colleagues could meet the great, the good and the not so good. Hundreds of guests turned up over the years to an assortment of smart London hotels, and various senior members of The Observer were invited, but not me.

         There came a time, however, in 1993, when Lonrho sold The Observer to the Scott Trust, owners of The Guardian, and many of the senior members who used to be invited to the dinner had moved on, or, not to put too fine a point upon it, been fired. I myself was one of the few survivors of the old regime, and suddenly found myself in demand for the annual dinner, which had long since taken on a life of its own. Well, I have always taken the long view in these matters.

         
            * * *

         

         The Anderson regime was intent on cosying up to the Callaghan and Thatcher governments from 1976 onwards, not least with regard to concessions for the exploitation of North Sea oil. Atlantic Richfield were obviously in the North Sea for the money, but I myself, along with many other observers, was concerned that this great windfall was being wasted. It seemed to me that the North Sea money should have been used, as indeed it was by the Norwegian government, to plan investment for the future, when the revenues would inevitably diminish. Alas, the Treasury was against the idea of what they called ‘hypothecation’, devoting particular sources of revenue to a specific objective, rather than putting it into the general pot of tax revenue. And the Thatcher government ruthlessly used the revenue to help it with its problems with public sector borrowing. I was so concerned about this that I wrote a Penguin special called Britain Without Oil – essentially advocating an investment programme that was never implemented. The funny thing about the book was that Penguin illustrated it with a picture on the cover of an empty motorway with weeds growing on it – a slight contrast with the way our modern motorways are often chock-a-block.

         I myself did not experience too much interference with my work at The Observer, and always thought that the editor Donald Trelford was skilful at fending off proprietorial criticisms of his staff. Indeed, I was invited as one of the Observer team to a lunch with some of the Atlantic Richfield people at Rules, a very traditional London restaurant, which it was assumed would impress the Americans.

         It did so, but only up to a point – the point when our new owners, who were very much of the ‘Perrier water only’ brigade, noticed that the large fish course was a mere staging post, to be followed by a kind of Dickensian game dish.

         When Tiny Rowland, head of Lonrho, took over the paper, in the face of hostility from most of the staff and readers, he was in the process of cultivating the Thatcher government in order to gain permission to buy Harrods. This was a long-running story, which captured the public imagination. Those of us on The Observer who were prominent opponents of the Thatcher regime were obviously in the firing line. Moreover, I led with my chin when Tiny addressed the journalists in The Observer’s gloomy basement canteen (we were still at 8 St Andrew’s Hill) and I asked a question about his intentions, which was obviously not considered acceptable. ‘Who is that man?’ he apparently enquired of one of his lieutenants.

         His takeover of The Observer was such a contentious issue that there were hearings before the Monopolies Commission. Despite what Tom Bower says in his book on Rowland, I was not one of those who gave evidence. John Cole, our deputy editor, was, and shortly after, he left for the job of political editor of the BBC. I was one of those who urged John to stay, blissfully unaware that by joining the BBC he would become one of the most famous and recognisable people in the land – for his Ulster accent as well as his appearance.

         However, I stayed, and was a marked man. What followed was a marvellous example of Donald Trelford’s skills as an editor. One Saturday morning, I arrived in the office to find a memorandum from the editor saying that I was being stripped of my duties as editor of the Business section, and my regular ‘In My View’ column was being removed from the front page of what was, in those more prosperous days for newspapers, a separate section for Business and Sport.

         An exchange of letters went on all morning, but mine was a losing case. It could have been far worse. What Tiny really wanted, in common with the wish of certain Observer directors, was for me to be sacked. Donald had contrived a brilliant compromise. I was to be given the courtesy title of ‘associate editor’.

         Shortly afterwards, Donald’s secretary came over to see me and asked whether I was free for a game of snooker with the editor. Of course I was free! In those days there was a snooker club beneath the arches of the railway line that ran across the Thames to Blackfriars Station. It was called Duffers and was one of the editor’s favourite haunts, where he could escape from the undoubted pressures of editing a paper owned by Tiny Rowland. (Incidentally, ‘Tiny’ Rowland was very tall, and Donald was small – although famously described by Private Eye as ‘perfectly formed’. The two became known as ‘The Two Tinies’.)

         Donald was very keen on snooker: indeed, he wrote a book about it. I have always enjoyed the occasional game, but am not nearly as competitive as people like Donald. It was Alan Watkins, the great political columnist of The Observer at the time, who, in his book A Short Walk Down Fleet Street, observed that on every newspaper he had worked for there would be somebody known as ‘the editor’s friend’ – someone who could be relied on to be available to accompany the editor to the pub at the boss’s behest.

         Curiously enough, although fired from my position as business editor, I now found myself in the position of the editor’s friend – or at least one of them, because Donald was quite gregarious. It was, I think, during the first of our many games of snooker that I ventured to ask Donald what exactly was the job description of my new title of associate editor. Quick as a flash, he replied, ‘People prepared to associate with the editor.’
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