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Background: previous crises in steel 

• The industry has suffered from a number of cycles and 
crises in the past: 
– Mid- to late-1970s 
– 1980s 
– 1996-2003 

 
• Typical cycles are characterised by: 

– Excess capacity -> exports flood international markets 
when demand slows 

– Often, the exports sold at LTFV and subsidised 
– Proliferation of remedial trade measures and resultant 

trade friction 
 
 

• The result of crises: 
– Less open and less dynamic markets for steel 
– Low prices and profitability 
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 Situation today 

• Likelihood of a new crisis has 
increased: 
– Unprecedented level of excess capacity, which 

might get worse 
– Demand for steel is increasing only modestly 
– Many of the old sources of trade friction (subsidies 

and other support measures) were not adequately 
addressed during the boom of 2003-2008 

– New emerging potential sources of trade friction: 
• NTMs increasing in steel 
• Export restrictions on raw materials are widespread 
• State ownership in the industry has risen 

 

 

What can we learn about past crises? 

• The underlying source of trade friction in the past 
were (OECD 2009): 

– Subsidies  that promoted excess capacity 

– Measures and regulations that distort fair competition 
and trade 

– Anti- competitive behavior that distorts markets 

 

• Lessons learned: 

– Not to resort to such measures: they may offer short 
relief but not long-lasting solutions for the industry 

Source: (DSTI/SU/SC(2009)27): 
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Issues for discussion 

• Of the underlying sources of trade friction, which types of 
government intervention and market-distorting practices 
are the most relevant in the current period? 

 

•  How can policymakers work pro-actively to reduce these 
market frictions and avoid another steel crisis in the 
future?   

 

•  How long is the window of opportunity for addressing 
trade frictions before the next crisis hits? 

 

 
 


