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from Hee :.eleet, Chancellor of the vederal
Republic e7;

to

The Rt. Hon. Nararet Thatcher, NIP, Prime Ninister

Dear Prime ninister,

It fills me with D-rowing concern that extensive aid programme

are being initiated in the member states of the European
Community- so as to meet structural and adjustment .probl=
in individual sectors of industry. This places an in^rr.,ain
burden on the Euro-peen Community. The race for subidies

velcyoing among member states leads to a misdirection of

resources which none of us can afford. This applies all the
more as subsidization eventually leads to the unprofitabilitee
of competitive enterprises as well.

The extent of official aid granted or still being planlied in.

the steel sector is particularly alarming. Large-scale bs-

dies in various member states have caused considerable dameFe

to the German steel industry in the past and now increasn-
ly confront our industry with p-roblems thleeatening its ve-ey

existence. The inadequate low price level of steel in the
Eurnpean Community is in no small measure also the result of

subsidising practices.

You will understand that the situation as it has arisen in

the Euroneerl steel market iF nol;ncfer accepteble to my

Govern=it. The German public also note with g,reat
the Communit has so far not been in a position to solyq the

nroblems thet have arisen, They ey-0=Tflt el':ifect,Te counter-
measures such as were promieed by the EC Commission at the

Council Yeeti--7 on 27 Nerch 1931.



At its occmi Lr in Yearicht the European Council was agree•

that t'no it7T -rke-t; must be maintained by scaling


down aie:J Li-Leeeiy elfiinztin, the state aid and by reducing

less comp,-.• co-oacities. This process should be comple-




mented by a voluntary agreement among enterprises. These

are princinles that s t he nut into practice wit'nout dele7

It is only in.this way that a price level can be restored

within the European Commundty, which will again afford com-

petitive steel enterpriSes economic prospects.

The EC Council will be discussing the subject of steel po1ic7

on 4 June 1981. It will have before it for approval a draft

code on subsidies submitted to it, though at short notice,

by the EC Commission. I regard it as highly desirable that

the Council should give a clear signal on 4 June for a niarked

and rapid scaling down of state aid in Europe and determine

at least the standard data for the future code (inc)uding

strict time limits). It is equally necessary that the Commis-

sion should take a decision in the immediate future on the

aid plans submitted to it and, in doing so, strictly apply

the provisions of the code and the Council's resolution of

27 March, Only if this is done and the decision makes it

clear that all concerned are seriously intent on containing

state aid, and that progress is being made ir this drecton,

can the common steel market be maintained.

I would be grateful if you could bring your influence to l'ee.1-

so that your country's representative on the Council will,

in the interest of the Community's smooth functioning, in-

fluence the Council's decision on 4 June along these lines.

I am sending this letter to all my colleaLur,s on the FurY)-

pean Council as well as to the President of the Commission

of the Eurooean Community.

Yours sincerely,

Helmut Schmidt

Chencellor of the Federal
;,,jYD_ of L;Jree


