
30/11/2015 

1 

PUBLIC FINANCIAL SUPPORT FOR 

NEW INVESTMENTS IN THE 

GLOBAL STEEL INDUSTRY 
AN UPDATE 

DSTI/SU/SC(2015)2/REV1 
 
Sonal JAIN 
Directorate for Science, Technology and 
Innovation, Steel Unit 
 
79th Steel Committee Meeting  
Paris, France 
November 30, 2015 

 Updated version: DSTI/SU/SC(2015)2/REV1 

– Time frame of investments  

– Comments by members 

 

 Section 4: Role of Public Financial Institutions (PFIs) namely development banks, 

EXIM banks and trade credit insurance agencies in providing financial support 

towards investments in steel sector 

 Methodology: examine the official documents, press releases and media 

reports 

 Caveats  

 secondary source of information, online information 

 non-exhaustiveness of banks or agencies identified 

 

 

 

 

Updates to the paper 
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Observations of the study 

Summary of Public Financial Institutions extending support to steel investments, notably 

for upstream operations 

  

 

 

 

 

– 4 institutions with preferential funding assistance to their domestic steel sector  

– EXIM banks and trade credit insurance agencies may  

• directly fund the equipment buyer, investment project 

• provide guarantees to domestic manufacturers (exporters) or bankers for 

securing transactions 

 

Nature of Public Financial Institution (PFIs) 

International 

Development 

Bank/ 

Agencies 

Regional 

Development 

Bank 

National 

Development 

Bank 

EXIM Banks or 

National Trade 

Insurance 

agencies 

Total number 

of institutions 

studied 

3 1 4 7 15 
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 Why the study? 

• This work is called for in the PWB for 2015-2016 

• Extension of previous study on Public financial support to investments  

 

 Objective of the study 

• To examine the government support to the ongoing investments in the 

form of investment incentive policies for steel sector 

 

 Challenges and caveats 

• Limited sample size  

• Ongoing work 

• Information obtained from government and media reports 

• Scope is limited to federal level policies only 

 

 

Background 

• Methodology adopted 

Examine investment policies of different governments for their respective 

‘strategic sectors’ and if steel is identified as one of those sectors 

 

• Typically, the investment incentives are categorised as fiscal and non-fiscal 

incentives 

Approach to the study 

Typical Tax Incentives Typical Non-tax Incentives 

 Tax holidays 

 Region-specific tax concessions      

e.g. for SEZs, Industrial zones 

 Investment tax credit 

 Investment allowance 

 Accelerated depreciation allowance 

(ADA) 

 Reduced tax rates, most often for 

Corporate Income Tax (CIT) 

 Tax exemptions 

 Ease of obtaining land 

 One-stop shop for obtaining 

approvals and licences 

 Rental concessions 

 Ease of access to factors of 

production such as electricity, 

water, raw material 
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Summary of Observations 

Summary of investment incentives extended to domestic steel sectors by economies 

identified during the research 

Total 9 economies studied 

8 economies net importers of steel 
products with  total net imports  of 

approx. 51mmt 

4 economies  among top 10  
net steel importers with total 

net imports of 41mmt 

Steel trade profile of 

economies studied 
Regional Dispersion of 

economies studied 

Asia

Africa

Other Europe

Latin America

 

 

Economies  

extending 

sector-specific 

incentives  

Investment Policies for domestic steel sector 

CIT 

concession 

Import duty 

concession 

Region-

specific 

investment 

policies 

e.g. SEZs 

Investment  

Allowance 

Tax 

Holiday 

Other tax 

concessions  

e.g. VAT, 

stamp duty 

Reduced 

Withholding 

taxes on 

dividends 

ADA Tax 

Credit 

9 economies 

studied 
8 7 6 6 4 3 2 1 1 

 

 

 

 

 

 

 

 

 

 

 

 

 

Key Takeaway Points 

• Existence of state-level investment policies  

• Economies are not fully comparable solely on the basis of the incentives, 

varying framework for calculation of effective tax rates 

• Incentive policies driven by motives of achieving self-sufficiency, import 

substitution  

• Existence of threshold level of investments 

• Incentives may vary with:  

 Upstream or downstream investments 

 Product type 

 

 



30/11/2015 

5 

 

• Given the current situation in steel industry, the newly installed capacities 

face a severe short- and mid-term risks of low product demand, low 

capacity utilisation and low rate of return on investments 

 

• The study is aimed to draw the attention of different governments to adopt a 

careful approach towards investments in steel sector 

 

This is work-in-progress 

Concluding Remarks 


