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We welcome the OECD Steel Committee’s continuing focus on the important issue of global steel capacity 

developments.  The Secretariat has conducted analyses that indicate excess capacity in the global steel 

industry has increased significantly since the financial crisis and that many new investment projects are 

continuing despite clear indications of excess supply and slowing demand on global markets.   If global 

steelmaking capacity growth continues to outstrip the growth in steel demand, the global industry may face 

significant excess supply problems for years to come.   

 

The Governments of Canada, Mexico, and the United States have repeatedly stated our interest in and 

concern about policy developments that have contributed to global excess steel capacity.  Specific concerns 

related to government steel policies include:  continued government subsidies for the steel industry, 

particularly those that create or maintain excess steelmaking capacity, continued government approvals for 

new steel facilities yielding net capacity increases, government allocation of resources in and out of the 

steel industry, the manipulation of border measures (e.g., differential value added tax rebates upon export, 

export taxes and restrictions) that encourage the production and export of higher value added steel 

products, increased import duties, non-automatic import barriers (e.g., licensing, quotas and bans), and 

restrictions on foreign investment that, if removed, could be helpful in consolidating and restructuring steel 

companies.  It is our view that such government intervention ultimately can severely and unfairly distort 

the global market place for steel.  This in turn can lead to unwanted trade frictions.      

 

Governments of steelmaking economies have shared interests to address global excess capacity that is 

made possible through inappropriate government intervention, because excess capacity can hurt all steel 

producers, including the most efficient producers.   The three governments’ concerns include: 

 

• Government policies to support the building of new capacity or to keep inefficient facilities 

operating ultimately put the most efficient steel producers in every market at risk.  

 

• Government support provided directly or indirectly to state-owned enterprises in the steel 

sector can contribute to excess steelmaking capacity by distorting trade and competition in 

domestic and global markets.  

• Excess steelmaking capacity contributes to wasteful use of energy and resources and damage 

to the environment. 

 

• Excess capacity is a global problem.  Companies that export to manage or minimize the 

problems of excess capacity in one market may contribute to deteriorating market conditions 

in other economies.  

 

• Government aid for restructuring or worker adjustment can be useful for addressing excess 

capacity but only if it results in net capacity closures.   

 

Government policies which are implemented and properly executed to address excess capacity could have 

a significant and long-lasting positive impact on the effective functioning of the global steel markets in 

these difficult times.  We urge governments of all steelmaking economies to pursue policies that reduce or 

eliminate subsidies in the steel sector, particularly those that create or maintain excess steelmaking 

capacity, eliminate trade and investment barriers, allow enterprise-led investment decisions in the steel 

sector, and ensure that new steel plants are subject to standards that protect the environment and uphold 

worker safety.   

 


