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How rosy or green is the future for the European steel industry?

Ensuring the future of the industry and managing the transition towards a
sustainable business model

A view from IndustriAll EUROPEAN TRADE UNION

Ulrich Eckelmann, General Secretary

Mr. President, Honourable Members of the European Parliament, Ladies and
Gentlemen,

| am pleased to have this opportunity to present the view of industriAll
European Trade Union, which | have summarized in seven points.

1. The general political and economic conditions in Europe

Never before in the history of European integration has the situation been as
critical as it is today. The crisis in the EU is the result of erroneous political and
economic paths for which European workers do not bear responsibility, but of

which they are bearing the brunt.

What we need is to shift the focus back onto people, whose quality of life and
well-being should be increased through decent, secure and sustainable jobs.
People should not be subject to policies which only serve the interests of
companies and financial market players. What Europe needs is a new project
for further political, economic and social European integration and a solid

industrial policy to support European industry.
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European industry, and also the steel industry, must respond to the need to
improve resource-efficiency and energy-efficiency, develop sustainable
mobility concepts and manage demographic change through technology.
Without a strong industrial base, Europe will neither cope with those
challenging megatrends nor be able to maintain present standards of living.

Policy-makers will have to finally readjust their focus onto the real economy.

The current economic and employment situation for the European
steel industry

The general business situation firstly differs across Europe and secondly is less
than rosy because of the unsolved problems of the financial crisis and the

restrictive austerity policy of the EU.
* Inthe 1st half of 2012, GDP in the EU was shrinking.

* One the one hand we had a robust economic situation in Central Europe
which prevented the EU from sliding into a recession. The Nordic and
Baltic member states, Poland and Slovakia also registered rather strong

growth.

* On the other hand, the majority of large EU economies showed weak or
even negative growth. Spain and the UK joined Italy and slid into a
recession. Industrial production might be facing even more downward
pressures in the remainder of 2012. Output could fall throughout 2012.
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What about the steel sector?

e Activity across the EU steel-using sectors has fallen over the past 12
months. But this relatively moderate decline in output hides significant
divergences across countries and companies. Steel consumption in the
EU has decreased by 1.4% year on year, in line with the contraction in
activity in steel-using industries. Preliminary figures indicate that the
downward trend in steel consumption has intensified and prospects for

the remainder of the year are rather poor.

3. The situation in different companies

Several companies in the steel industry are undergoing heavy restructuring,

which directly threaten jobs in several European countries.

* Arcelor Mittal: The closure of parts of the steel works in Florange and in
Liege is still a real threat. At Florange, it is unfortunately not only
possible job losses but also continued participation in the ULCOS low

carbon R&D project that are at stake.

* The merger between Outokumpu and Inoxum is in its decisive phase.
The outcome could significantly effects stainless steel activities in these

companies and products in Europe as a whole.

e The difficulties encountered by ThyssenKrupp in the Americas pose a
real threat to the whole company. ThyssenKrupp and Salzgitter have

announced short-time work In Europe, especially in Germany.
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e Steel production at the ILVA Taranto steelworks is under threat
following a decision of the local court regarding its environmental

impact.

My next point concerns

4, Emission policy and the role of environmental standards

Generally speaking, we are convinced that a comprehensive and legally binding
climate deal is the best way to address climate change whilst solving
competitive distortions due to asymmetric carbon constraints. In the
meantime, the following measures should apply in order to preserve the

competitiveness of the EU industrial sector:

e Carbon leakage of steel must be recognized as a real risk and this should
lead to free allocation of allowances based on technically achievable

CO? benchmarks.

* Financial compensation for indirect CO? costs must be put in place. For
instance state aid rules must be adjusted to accommodate the financial
compensation mechanism foreseen in the EU ETS1 Directive and
included for example in the Flagship Initiative. As this aid concerns
indirect CO? costs already passed on by the energy sector into energy
prices, the compensation mechanism ought to apply immediately at the

beginning of the third EU ETS phase.

LETS = Emission Trading System
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* With regard to international negotiations, it is vital to ensure that any
new sectoral market-based mechanism under consideration does not
increase the competitive disadvantage of the EU in terms of climate

change-related costs.

* As a last resort, meaning only if it turns out that free allowances and
compensations are insufficient, the industry’s stakeholders should

consider additional measures.

Any further EU measures must also lead to more competitive European energy
prices. It is also important that the results obtained by the European steel
Industry in the period prior to the ETS entering into force are taken into

account.

While the responsibility for investment in R&D and innovation ultimately lies
with the industry, stronger public support for R&D and pilot projects of carbon-
lean technologies for energy-intensive industries in Europe is necessary. Here |
am thinking for example of the ESTEP2 ULCOS 113 programme. The Public
Private Partnership initiatives SPIRE4 and EMIRI5 are a step in the right

direction.

> ESTEP = European Steel Technology Platform

3 ULCOS Il = Ultra—Low CO2-Steelmaking

4 SPIRE = Sustainable Production Industries through Resources and energy Efficiency
5 EMIRI = European Materials Industries Research and Innovation
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5. The role of the steel industry

| think that industry would be well-advised to invest in the future of the steel
industry in Europe. And investment in environment-friendly production is

ultimately also an investment in the competitiveness of the industry.

Furthermore we would like to see that data on CO? emissions and the energy
efficiency of steel plants become a matter of joint monitoring and negotiation
between social partners at company and/or national level. This should aim at
identifying best available techniques to improve steel production processes

and products, reduce waste and improve the rational use of resources.

And last but not least, let’s be smart and forward looking: Financial resources
provided by unused emission rights resulting from production cuts should be

re-invested to improve the technological level and sustainability of steel plants.

6. The role of the EU institutions: to help to minimise real competitive
disadvantages

The ‘new’ industrial policy aiming at achieving a competitive, energy- and
resource-efficient economy with high levels of employment is rightly the

centre-piece of the Europe 2020 strategy.

We particularly welcome the proposal for specific industrial policy initiatives
on the future of energy-intensive industries. These industries form the
backbone of European prosperity and play a vital role for the downstream
client sectors that provide the innovative solutions which are indispensable for
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achieving a low carbon society. Here | am thinking of the automotive sector,
shipbuilding and wind energy sectors, aerospace, construction and consumer

goods, such as white goods for example.

We welcome the policy makers’ commitment to maintain a competitive and
sustainable metal industry in Europe capable of competing on a global level.
However, this commitment must be better reflected in EU climate policy, with
technically achievable benchmarks and a real willingness to support the
development of breakthrough technologies for energy-intensive industries -

technologies which Europe needs to stimulate global change.

But it is also clear, that a European steel industry acts in a very competitive
worldwide market. Environmental standards differ widely. But a fair level
playing field has to be established if European steel products are to be
competitive. Several possibilities can be considered but they all involve

regulation in one form or another.

Furthermore, the very high average age of the workers in the European steel
industry, and the need for qualified and skilled people to cope with the
transition towards more sustainable production processes and products, call
for a European training and education strategy. A promising example is the
Greening Technical Vocational Education & Training project, the joint project
of steel companies, research institutes and the social partners which is

investigating skills needs for environmental sustainability.
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7. Concluding Remarks

Finally, | would like to stress that a comprehensive, sustainable and coherent
European industrial policy geared to further industrial development is
absolutely necessary. Industry and industry-related services remain the key to
job creation, productivity growth and innovation — especially in the field of
resource-efficiency and energy-efficiency, environmentally-friendly solutions

and raising social standards.

The European steel industry plays a central role in this process. And | confirm
that IndustriAll European Trade Union remains a committed partner in
proposing industrial policies and in engaging in a social dialogue to further the

interests of the sector.

Thank you for your attention.
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