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To Whom It May Concern:
We would request a review with the intention of suspending safeguards appertaining to steel category 1 goods – non alloy & other alloy hot rolled coils, sheets & strips.

 

It is now clear that Tata Steel UK intend to shut both blast furnaces at Port Talbot and transition to EAF manufacture.  It is thought that this transition process will take 3 to 4 years and Tata have publicly said that during the intervening period they intend to import approx. 2.5MT of category 1 HRC in order to sell as coil or re-roll into downstream coil products.  The current quota system will not allow for such an increase in imported category 1 steel and will need to be amended in order to maintain supply to UK manufacturing.

 

We suggest a 9 month holding suspension in order for the TRA and the UK market to see and understand what the fallout from the Tata decision will be and how the market subsequently behaves.  Time is needed to fully understand what will happen in light of these matters as the situation is much more nuanced than perhaps many fully understand viz:

 

1. Tata operate a downstream distribution business, working in direct competition with all other UK independent steel service centres.  It is not a separate limited company, operates as a trading division of Tata Steel UK and is the dominate force in UK steel distribution.  This being so, it is imperative that the TRA and Govt. do all that is required in order to protect the competitive integrity of the UK steel market.  Tata should not be allowed any competitive advantage at steel making level in Port Talbot that could filter through to their own distribution arm.  For this reason, we would object to any special licence being granted to Tata Steel UK.  As they will no longer be a domestic producer of virgin steel they should have to operate within the same parameters as the rest of the industry.

2. Tata have said they will import HRC.  But of course, they could easily opt to also import large quantities of semi-finished steel slabs which they could then roll into HRC and other downstream coil products.  We note there is no quota in place for slabs.  Tata should not be allowed to import slabs with impunity thus, placing independent steel service centres who cannot roll slabs into coil at a competitive disadvantage and who would also remain subject to cat. 1 coil quotas that Tata could avoid using slabs.

3. Considering the potential importation of steel slabs by Tata.  As there are no safeguard or anti-dumping measures in place for slabs then there is a very real anti-competitive risk that Tata could for instance, import cheap Chinese slabs, free from duty to then re-roll into HRC or other downstream products.  They could also allocate volume of product produced ex cheap Chinese slabs to their own distribution arm, who in turn would have an unfair price advantage in the UK for sales to end users.  One solution to this loophole would be to apply current anti-dumping measures applicable to cat. 1 HRC steel to steel slabs. 

4. Regardless of the outcome of any review, the following product categories must be excluded from any and all current and future safeguard measures given that Tata do not have the ability to produce these products in the UK, nor will they in the future under EAF production.  Thus, these products required for the UK market can only be sourced via imports:

a. Cat. 1 HRC >1830mm wide.

b. Cat. 1 HRC with a thickness <1.5mm

c. Cat. 1 HRC with a thickness >16mm

d. Cat. 1 pickled & oiled HRC with a thickness >5mm

e. Cat. 1 HRC in grades S500MC and above  

5. We wonder why consideration is also not being given to cat. 2, cold rolled steel coils and cat. 4, metallic coated steel coils.  Tata produce both products in the UK, with the substrate to make being cat. 1 HRC.  If Tata are no longer making virgin steel – HRC in the UK then cat. 2 and cat. 4 products will also be made via imported steel in HRC or slabs and technically will not be made from UK production steel.  Further, we would also be concerned that if these categories are also not included in any suspension, then there is nothing in place to stop Tata buying up huge quantities of the available quota in the same way as they have already done for RoW cat. 1 HRC to the detriment of independent steel service centres.  Therefore, we feel that both of these categories should also have a 9 month safeguard suspension.

6. We note a suggestion that perhaps there should be a global quota for cat. 1 HRC.  Again, we would object to this as given the volumes that Tata will require, they could quite easily buy up the entire quota, as they have recently done with current RoW quotas, leaving independent steel service centres and UK manufacturing at a competitive disadvantage.  Also, this would mean that Tata would be buying cat. 1 HRC under this quota for their own distribution business to sell against independent steel service centres to end users.

7. We also note that the possible suggestion of a quota based on historical data of the last 3 years of cat. 1 HRC imports against the importer.  This causes us grave concern and again could potentially be deeply anti-competitive.  The large importers of cat. 1 HRC into the UK are small in number and are made up of some giants within the steel trading sector.  Steel service centres place orders with the steel traders, the steel traders order the steel with the steel mills, import, and then release to and invoice steel service centres – who are the actual buyer but technically not the importer.  To have a quota based on the importer places too much market power in too few hands and could potentially quite easily lead to a small number of third parties restricting supply and increasing prices. 

 

As stated, we feel a holding period is needed to ascertain what happens to the market now and to understand how Tata behave – will they only import HRC, or only slab, or both?  Will slab now be given its own quota?  And of course, the question should be asked, will Tata only be allowed to import enough tonnes to satisfy their UK demand, or will they also wish to bring in tonnes to satisfy the historical export business they were doing from Port Talbot as well?  If so, then what measures will be put in place to ensure that those additional volumes cannot be used to sell into the UK market thus increasing their already dominant market share?  And will the volume of tonnes exported by added back into the next quarters import quota?    
Should you have any queries whatsoever regarding these points, then please do not hesitate to contact us.  We thank you in advance for your attention in this matter.

Yours faithfully,
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