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“I Have no problem with climate policy if
it is an effective climate policy,” said
Gordon Moffat, director-general of
EUROFER, a Brussels-based lobbying
group at the heart of Europe representing
the interests of European steelmakers.

“I think we’re all looking for an effective
climate policy and I don’t believe that the
European approach is necessarily the right
one,” he said.

Moffat’s views on European climate
policy are in strong international demand.
He recently topped the bill at CRU’s World
Steel Conference in Prague and, no doubt,
he will soon be jetting off again to discuss
Europe’s ‘isolationist approach’, which he
believes is ‘counter productive’ because
industries in Europe – including steel – will
be forced to move outside of Europe.

Moffat wants a level playing field. He
wants a policy that is cost-free for the
most efficient producers and one that
provides an incentive for less efficient
steelmakers to improve their performance
in terms of carbon reduction. Most
importantly, he argues that climate policy
should protect the competitiveness of
European industry. Unfortunately, he says,
it’s failing. 

“It’s been badly implemented and it’s
badly structured, but I do believe it can be
improved,” he said with a note of
optimism, while acknowledging that in
Europe, climate change is almost a religion
and one that has been politicised.

“It’s only in Europe that you see this
obsession with taking strong action even
if that action is, on the one hand,
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ineffective, and on the other damaging,”
he said, adding that there has been a
failure to be open-minded enough to look
at an alternative approach and to ease the
policy response so that industry can
continue to function properly without
losing its competitiveness.

Steel, argues Moffat, is part of the
solution to climate change and is needed
to drive the improved efficiency engines,
motors, generators and turbines necessary
to develop efficient, renewable types of
energy.

“Our biggest problem is that they are
moving towards further targets without
the technological base necessary in order
to ensure that they can carry these
industries – foundation industries like
steel, aluminium and petrochemicals – on
which the manufacturing value chains
depend,” he explained, adding that if one
goes, there will be a gradual leeching of
industries in Europe and this will weaken
the EU’s ability to respond constructively
to climate change and to reach the
objectives it is setting itself.

An ideological approach is wrong
While not going as far as to say that EU
climate policy was ‘political correctness
gone mad’, Moffat said that the emotive
nature of climate policy in Europe has
blinded policy makers to the more
pragmatic approaches needed.

“Of course we produce CO2 when we
produce steel, it’s inevitable, it’s part of
the chemical process, but the products we
produce save six times as much CO2 as we
produce and that has to be taken into
account,” he said, highlighting a need to
look beyond tailpipe and chimney
emissions and adopt a lifecycle approach
for individual products.

Taking an ideological approach to
climate change is wrong, argues Moffat.
“You cannot take what some say is a
punitive approach. You should be taking a
more inclusive, more collaborative, more
community approach because industry is
part of the community,” he said, adding
that Non-Governmental Organisations
(NGOs), who Moffat believes are driving
the debate, are fanatical and ideological
and do not have Europe’s best interests at
heart. “Industry is seen as the bad guy,” he
suggested.

In Prague last month, Moffat told
delegates at CRU’s World Steel conference
that regulatory costs are seriously eating
into the profits of European steel
producers – taking as much as a third of

profitability – and it’s far worse for primary
aluminium producers. However, it was the
European Commission’s Steel Action Plan,
he told Steel Times International, that has
encouraged intense debate between the
European Commission and Eurofer and
has led to the development, by DG
Enterprise, of a ‘tool kit’ designed to
assess the effects of climate policy and
regulatory activity on ‘competitivity’.

While steel producers are not deserting
Europe, there has been a deadening of
investment. “Nobody will invest in the face
of such uncertainty,” he said, because
nobody knows what is going to happen in
terms of climate policy beyond 2020.
“Nobody knows how much further they
will tighten the system,” said Moffat.

“I don’t believe anybody is talking about
new capacities in Europe,” he said,
pointing to Voestalpine’s activity in the
USA, where shale gas has been a game
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changer, and Thyssen Krupp’s operations
in Brazil. “The [steel] industry [in Europe]
is not expanding. It is not developing new
capacities and it’s the same for other
industries in Europe,” he added.

Moffat argues that European opposition
to shale gas is because it is a fossil fuel.
“But when your main competitor reduces
energy costs to less than half of yours, you
have no choice. I think the Ukraine/Russia
situation has concentrated minds,” he
said.

According to Moffat, there has been a
policy failure in Europe over the last

decade in terms of energy security. “They
made a huge miscalculation in the
additional cost on energy of the green
policies they have adopted, particularly
renewables, and they have a way to go to
finding solutions for this,” he argued.

The USA didn’t sign up to Kyoto but
managed to reduce carbon emissions by
14%, which Moffat said was more than
their Kyoto commitment would have
been. “That’s just by changing their
energy mix and the reason they’ve done
that is they’ve moved from coal to gas. In
Europe we could do the same,” he said,
highlighting the stumbling block of
renewables and Germany’s switch from
nuclear power. 

“Germany’s not exactly known for its
tsunamis and seismic activity, so it’s purely
a political decision,” he said. “But now,
when we see the problems of energy
security and the soaring costs of
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renewables, it’s clear that they should be
re-thinking that shift.”

Moffat said that subsidies for renewables
in Germany had undermined the
economics of gas-fired power generation.
“It’s meant that coal is cheaper than gas
and we have an increased use of coal in
Germany, which means that emissions are
going up,” he said, explaining how
Germany has the most expensive energy
prices in Europe largely as a result of the
policy introduced. 

Energy prices in Europe are not likely to
come down for another 10 years and
Moffat believes it is something industry will
have to absorb in the short-term, although
he believes the only solution is shale gas. 

EUROFER has taken a hard stance on
climate policy because it is a killer issue for
the European steel industry. “We’ve made
our point, underlined the problems and
difficulties we have; now we have to
interact and give them positive proposals
in order to continue,” he said.

No level playing field by 2015
As for level playing fields, Moffat believes
it unlikely that agreement will be reached
in Paris in 2015. “In order to have a level
playing field you have to have a verifiable
agreement where the level of discipline is
the same worldwide, where the same
obligations are placed on everybody
worldwide, apart from the poorest
countries. In order to have that in our case
you would need to have something like the
European ETS and nobody will introduce
the European ETS, it’s absolutely out of the
question,” he explained, arguing that
other countries have learned from Europe’s
mistakes.

Moffat argues that the European
industry needs a continuation of
protection measures put in place when the
Climate Change Directive was introduced
in 2008. “Everyone assumed it would be
quickly followed by an international
agreement in Copenhagen, which would
create a level playing field,” he said.

“The reason we have these protection
measures is because it was recognised in
2008, at the time of the climate change
directive, that this was a costly policy and
it could only be introduced if Europe’s
industries were protected,” said Moffat.
“That’s why these measures – when you
look at them on paper – seem very good:
100% free allowances for the best
performers, less for the less efficient so
they have an incentive to improve and
compensation for electricity price rises. But
they have not been implemented properly,
there is a significant shortfall of free
allowances for our sector – for our best

performers – and in addition to
implementation of the cross-sectoral
adjustment factor there is a gradual
reduction of free allowances up to 2020.
It’s having a huge effect on the amount of
free allowances that are available. They
need to continue protection measures in
any case until an international agreement
is reached and it won’t happen in the short
term,” he said.

Moffat believes that Europe should be
defending European industry in the same
way that the Americans and Chinese
support theirs, rather than simply trying to
be ‘best in class’ when applying World
Trade Organisation rules. “We need a far
more robust, muscular intervention when
there are trade barriers on our raw
materials or access to other people’s
markets, but having said that, I must
defend the Commissioner for Trade
because he has proposed in the
modernisation of the trade defence
instruments, methods to better protect
European industry and to put European
interests first,” he said.

The problem with energy policy in
Europe is mainly at member state level and
the failure to create a single market in
energy is because member states have
never agreed among themselves. Why?
“Because some of them have advantages
that others don’t,” he said, raising the
issue, perhaps, of the need for a level
playing field within Europe, let alone the
rest of the world.

The tide is beginning to turn and Moffat
believes that the Steel Action Plan has
opened the door to debate. “Industrial
competitiveness was never seen as a
priority. There was never any attempt to
balance policies. The focus was on specific
policies such as climate and environment,
regardless of their impact on industry. I

think now there is a clearer recognition of
the need to do something in a more
balanced way,” he said.

The Steel Action Plan has not only given
EUROFER a foot in the door, it has raised
awareness of the costs of policy and the
need to keep industry in Europe. It has also
given EUROFER an opportunity to address
the European Commission directly.

No targets without technology
Moffat told them, “You cannot have
targets without technology – and they saw
for the first time the root of our problems.” 

“I think we have a chance of revisiting
the way the policy has been implemented
going up to 2030. What has concentrated
minds is the clear recognition that we
cannot do more,” he said.

Moffat believes that the only way
forward is to maintain 100% free
allowances for the best performing steel
producers and have a review mechanism in
place to reflect possible advances in
technology. He argues that it is possible to
improve the operation of the ETS and he
believes that effective compensation for
electricity price rises is also needed.

Moffat is optimistic for the European
steel industry. He argues that things have
changed fundamentally – ‘the debate is
there’ – and says there has been a ‘wave of
recognition’ of the importance of industry. 

“I think it’s important that we don’t
build an industrial museum – nobody
wants to live in a museum – and I think
that message is coming through. Industry
is the source of richness and wealth in
Europe, it has been for centuries, it's a
source of employment, it maintains
communities and I think that reality is
becoming evident to policymakers. We’re
not the bad guys, we’re not just there to
create pollution”. �
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• See page 45 for coverage of Gordon Moffat’s presentation at CRU’s World Steel conference in Prague.


