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Time to get tough?
China has been a key theme at steel conferences around
the world. Many a distinguished speaker has called for 
‘a level playing field’ and some have warned against 
awarding China ‘market economy status’ because it will 
open the floodgates to even more exported steel. China is 
already ‘dumping’ millions of tonnes of steel on foreign markets
around the world. While many observers wonder what effect (if any)
anti-dumping measures and countervailing duties are having on the 
situation, there is a growing sense of unease in ‘rest of the world’ steel 
markets. By Matthew Moggridge*

* Editor, Steel Times International

WHEN an industry or an organisation 
resorts to an ‘open letter’, it often means 
that if things haven’t already gone too far, 
they’re probably about to tip the scales.

Late last month, eight steel trade 
associations from around the world 
penned an open letter to the Chinese 
government expressing their concern over 
that country’s revised Steel Adjustment 
Policy on manufacturing and trade, which 
was released in March. 

Those who signed the letter were the 
American Iron & Steel Institute (AISI); the 
Steel Manufacturers Association (SMA); 
the Canadian Steel Producers Association 
(CSPA); Alacero, (Latin American Steel 
Association); EUROFER (the European Steel 
Association); the Speciality Steel Industry 
of North America (SSINA); Canacero (the 
Mexican Iron & Steel Industry Chamber); 
and the Committee on Pipe and Tube 
Imports (CPTI).

The steel trade associations argued that 
China’s policy document failed to address 
the root causes of the trade imbalance 
regarding steel imports from China and 
instead ‘continues a strong role for the 
state rather than true market forces in the 
direction, structure and performance of 
the Chinese steel industry’.

Some opinion formers believe that the 
Chinese government will largely ignore the 
contents of the letter, but, nevertheless, 
the act of sending it will raise the global 
steel industry’s concerns within the media 
and highlight a significant problem that 
will worsen if China is granted market 
economy status. 

Continuing the dialogue
Philip K Bell, president of the Steel 
Manufacturers Association (SMA), 
speaking at an AISTech press conference 
in Cleveland, Ohio,  said that the purpose 
of the letter is to ‘continue the dialogue 
with China and highlight the severity of 
the situation.’

“It creates an environment where every 
place where any Chinese representative 
goes the question is going to be asked and 
that amplifies the awareness at least. Also 
it begins to introduce a sense of urgency 
and keeps the issue front of centre,” Mario 
Longhi, CEO of US Steel told Steel Times 
International in Cleveland.

ArcelorMittal USA’s president and 
CEO, Andrew Harshaw, told Steel Times 
International that the only place to solve 
the problem of China was Washington 
DC. “At the end of the day the only thing 

they’re going to respect is the law,” he 
said.

To quote the open letter directly, 
“China’s new policy continues to reflect 
a top-down, state-dominated approach 
to reforming the steel industry – thereby 
maintaining an environment where market 
forces do not apply. The policy continues 
to allow the Chinese government to 
intervene in the development of the steel 
industry and in the management and 
operation of individual steel companies 
– from the acquisition and supply of raw 
materials, to market entry, to the purchase 
and application of products by end users.”

Remove subsidies and support
It is argued that the Chinese have not 
departed meaningfully from their previous 
steel industry policies. The open letter’s 
eight signatories argue that the only way 
to make ‘permanent reductions in excess 
steel capacity’ is to remove government 
subsidies and support from the industry 
and allow basic market forces ‘to 
determine industry outcomes’.

The US steel industry has already been 
very outspoken on the issue of rising 
imports emanating from China and the 
Asian sub-continent. Towards the end 

Thomas J Gibson, president and CEO of AISI 
calls upon the Chinese government to end 

its ownership and control over China’s steel 
producers
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of March, CEOs from America’s largest 
steelmakers travelled to Washington to put 
their case to members of the Congressional 
Steel Caucus and, according to media 
reports, didn’t mince their words. 

John Ferriola, chairman, CEO and 
president of Nucor Corporation, said that 
the American steel industry was facing a 
crisis and needed the help of Congress, 
while Mario Longhi, CEO of US Steel, 
pointed out that the last time steel imports 
were so high, ‘nearly half of American 
steel companies disappeared’.

Adam Parr of the SMA said he was 
‘extremely concerned’ with the prevalence 
of state ownership and control within 
the Chinese steel industry and that state-
owned enterprises (SOEs) and state-
supported enterprises (SSEs) often received 
cash grants, below-market financing and 
other support.

“Subsidised and otherwise advantaged 
by their home governments, SOEs and 
SSEs may not operate on market principles 
and, therefore, could introduce anti-
competitive behaviour and other market 
distortions,” said Parr. 

The SMA believes that the Trans-
Pacific Partnership (TPP) and other trade 
negotiations should include ‘strong and 
enforceable disciplines’ on SOEs and 
SSEs and should include a requirement 
that they operate and make investments 
solely in accordance with commercial 
considerations, rather than to advance 
government objectives. There should also 
be a provision that ensures they do not 
receive subsidies and/or other benefits 
from their governments that unfairly 
advantage them in competition with US 
industries.

Thomas J Gibson, president and CEO 
of the AISI told Steel Times International 
that he hoped the government of China 
would strongly consider the input of 
global steelmakers from North and South 
America and Europe when considering 
the implementation plan for its Steel 
Adjustment Policy. 

“Our goal is to ensure the government of 
China recognises that, in order to achieve 
the goals of moving to a true market-
based economic system and reducing 
overcapacity, the reforms implemented 
in China must truly allow market forces, 
rather than government dictates, to 
determine the future of the Chinese 
steel industry,” he said, calling upon the 

Chinese government to end its ownership 
and control over China’s steel producers.

In Europe, Karl Tachelet, of Brussels-
based EUROFER told Steel Times 
International that China is facing an 
unprecedented task in establishing a 
viable and sustainable steel industry, which 
remains excessive in size, fragmented in 
structure and shielded from market forces.

“The Chinese government is well-
informed about the internal problems 
and is undertaking steps to increase the 
sustainability of the Chinese steel industry,” 
he said, adding that “as structural change 
takes time, it is important to ensure that 
domestic adjustment efforts and costs are 
not transferred to another country – in 
the form of closures or reduced capacity 
utilisation in that country – if the Chinese 
steel industry exports its excess production 
instead of reducing domestic capacity 
utilisation or cutting capacity.”

Europe – slow to react?
In Europe, some lobbyists accuse the 
European Union of responding far too 
slowly to the problem presented by 
surging Chinese exports when, perhaps, it 
should be following America’s faster and 
more reactive example characterised by 
the imposition of anti-dumping measures 
and countervailing duties.

The SMA’s Adam Parr told Steel Times 
International that trade cases were a last 
resort for US steel producers as they were 
costly and time-consuming and that, 
very often, the harm has been done long 
before any relief is realised.

“Nonetheless, AD/CVD laws are among 
the few mechanisms available to protect 
domestic producers,” he said, adding that 
the SMA supports any efforts to modernise 
US laws if they effectively address unfair 
trade practices.

While current anti-dumping and 
countervailing measures address injury 
caused to a domestic industry by unfair 
import surges, they are not designed 
to change the policy or behaviour of an 
exporting country, argues EUROFER’s 
Tachelet. 

“However, indirectly, the current 
proliferation of steel trade cases 
worldwide against Chinese steel imports 
could prompt China to address the root 
causes more effectively,” he said.

Anti-dumping and countervailing duties 
are not the perfect instrument, according 

to Alacero’s Rubio. “They have some 
shortcomings like time and money and 
they focus on single products,” he said, 
but once a company wins a case against 
a Chinese product, the duty is effective 
for five years. In Latin America there are 
24 anti-dumping cases in place against 
Chinese steel products and a further 12 
investigations at different stages of the 
legal process. Chinese companies are 
facing a growing number of legal cases 
and investigations around the world.

“Of course, you need other actions, like 
a Customs Agency that enforces customs 
regulations on quality and technical 
aspects in an effective and timely fashion,” 
Rubio said.

The European Commission has recently 
opened an anti-dumping investigation 
into imports of Chinese high fatigue 
performance (HFP) rebar. The product 
appeared in the European Union for the 
first time in 2013 and now accounts for a 
quarter of the market. EUROFER’s director-
general Axel Eggert accused the Chinese 
of ‘opportunistic trading’.

“Like most of its steel trade partners, 
the EU is acting against unfair Chinese 
imports,” Eggert said, adding that he 
welcomed the latest anti-dumping 
investigation. “When trade remedies are 
justified, they should be imposed in as 
timely and effective a manner as possible 
– just like our other trade partners do,” he 
said.

Building global alliances
For Gibson the key is to continue to build 
‘global alliances’ and speak with one 
cohesive, international voice. He said that 
anti-dumping and countervailing laws 
remain important measures to address 
foreign government trade-distorting 
policies.

“Congress took some action last week 
to bolster these laws when the Senate 
Finance Committee passed a trade 
package that strengthened administration 
and enforcement of the anti-dumping 
and countervailing duty laws,” Gibson 
said. “If enacted into law, these provisions 
will ensure that our trade laws remain an 
effective tool for domestic companies and 
workers to remedy the injury caused by 
imports benefitting from foreign trade-
distorting practices.”

Rafael Rubio at Alacero said the goal 
of the open letter was to point out that 

EUROFER’S  director-general Axel Eggert 
accused the Chinese of ‘opportunistic trading’.  
Like most of its steeltrade partners, the EU is 

acting against unfair Chinese imports
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the objectives stated in China’s revised 
Steel Adjustment Policy were not matched 
by the actions and strategies the policy 
presents.

“The fact that eight steel organisations 
share the same comments and concerns 
and decide to present them jointly is an 
important achievement,” Rubio said. “This 
reveals that the issues regarding unfair 
Chinese steel trading are urgent and have 
a global scope,” he added. “It is no longer 
a one-country or company opinion, but a 
generalised view.”

Addressing overcapacity
According to Rubio the recently revised 
Chinese Steel Adjustment Policy makes 
clear that China is not moving towards 
a market economy model. He said it was 
now up to the Chinese to take action on 
the open letter.

Rubio said that the letter enables the 
steel industry to raise the urgent issue of 
global overcapacity, particularly in China, 
and discuss the problem from a political 
perspective in international forums such 
as the OECD’s Steel Committee. 

Around 20 of China’s largest steel mills 
are government-owned, which Rubio 
argues is a critical variable. 

“If the Chinese government aims for a 
stable, profitable and competitive steel 
industry free of trade frictions, the current 
state-ownership situation has to change,” 
he said. “It is important to understand that 
the main problem is not the ownership 
itself, but the high dependency of the 
Chinese steel industry on the government, 
which currently acts as a lender of last 
resort in all senses. That connection should 
be eliminated in order to move to a new 
model,” he argued.

One Belt, One Road
In 2013, China’s president Xi Jinping, 
speaking in Kazakhstan, introduced the 
notion of a ‘Silk Road economic belt’, 
which became known as the ‘One Belt, 
One Road’ initiative. In essence it’s about 

improving and developing transportation 
and logistics infrastructure along what 
used to be known as the Silk Road trading 
route. The aim of the initiative, of course, 
is to make it easier and more streamlined 
for Chinese exporters to reach key markets 
in Northern Europe. 

“China appears eager to expand its 
influence as an economic and diplomatic 
force in Eurasian integration,” said the 
SMA’s Parr. “This would seem to be a 
next step in China’s “going out” strategy, 
which has been characterised by massive 
overseas investment in raw materials 
and industries that support Chinese 
producers,” he explained.

EUROFER’s Tachelet said that the One 
Belt, One Road initiative could further 
open maritime entry points and stimulate 
exports of Chinese steel-containing goods 
and this could increase import pressure on 
European steel consumers.

Alacero’s Rubio believes that such 
an initiative will call for increased trade 
integration between the nations lining 
the route of the new Silk Road and 
might involve some kind of free trade 
agreement with China in return for land 
and sea infrastructure allocation along 
the way. “It will be interesting to see how 
China, Russia and India – all major steel 
producers with excess capacity – manage 
that integration,” he said.

Steel and raw materials prices
The most significant impact of China’s 
excessive steel industry, said EUROFER’s 
Tachelet, is its effect on steel and raw 
materials prices – a point not lost on 
Alacero’s Rubio. In volume terms, China’s 
steel exports to Latin America grew 17.4% 
from 2010 to 2014. Prices went from a 
peak of US$944/ton in 2011 to US$658 in 
2014 – a decline of 30% based on prices 
reported by the Chinese Customs Agency. 
“While import volumes go up, prices come 
down: not a very good scenario,” he said.

AISI’s Gibson said that China’s massive 
government-controlled and subsidised 

steel industry and its continued significant 
level of overcapacity are distorting world 
steel markets and causing dislocations in 
many markets around the world. He said 
that China more than doubled its steel 
exports to the world last year. 

In the USA, imports of steel from China 
surged 68% last year, according to Gibson. 
He said that China’s overcapacity is more 
than half of the global total and that 
China manipulates its currency to provide 
an additional subsidy for its exports.

Fraudulent behaviour
“Chinese traders are also notorious for 
advertising ways to get them around the 
payment of duties in place against them by 
mislabelling or transhipping their exports,” 
Gibson explained. “Not only is this type of 
fraudulent behaviour costing the Treasury 
[in the USA] revenue, it continues to 
injure the domestic industry,” he said, 
adding that the US steel industry supports 
the ENFORCE Act, which addresses the 
evasion problem.

Record exports
According to the SMA’s Parr, China 
exported 93.78 million metric tons of 
steel in 2014, a 51% increase over 2013. 
The impact on global steel markets was 
immense. 

The recent lifting of the boron-alloy 
VAT export rebate created a trade 
loophole allowing Chinese producers 
to replace boron with other alloys, such 
as chrome. The Chinese government 
has cut power prices for industry to ‘re-
ignite’ the economy and it is clear that 
a kind of Sorcerer’s Apprentice scenario 
is developing – rebates are lifted but 
loopholes created, outdated steel plants 
close, but newer ones open. 

Whichever way you look at it, a solution 
must be found sooner rather than later. 
According to US Steel’s Mario Longhi, 
the issue of China will take a long time 
to resolve. “I don’t see a short-term 
solution,” he said.  t

Alacero’s Rafael Rubio said the goal of the 
open letter was to point out that the objectives 
stated in China’s revised Steel Adjustment Policy 
were not matched by the actions and strategies 

the policy presents

“China appears eager to expand its influence 
as an economic and diplomatic force in Eurasian 

integration”, said the SMA’s Adam Parr


