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‘Events in steel’ from the Financial Times (18 April 1978)
 

Caption: On 18 April 1978, the British daily newspaper Financial Times analyses the reforms introduced by
the Luxembourg steel group Arbed to mitigate the decline of the steel industry.
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Ev(:11'~ -s 
vll 

• 

n 

T't MAYR.:-' ~().\lE TD~E before• c-ial , re;u!a:·;y p n!nt 1111t, is no! 

Europe', steel incl:.i,;tty D: .i! c.c::. p:,~~1ble ;;inn the dispHl~Y 
tlit' structural tliant:cs needed ~o between th.:- s,ze of -'\rbetl and 
put .it on an comi)ctith·e foi:,t- that of the duc:hy. A!i the nate 

ing -with its lion-European gives the rnmpany is virtwil:y 
counterparts. But this yi;ar r.uy fre-e use of ihe sinall Luxem­

wcll se.- in that steel ma!;:n;.: huurg railwa) nt-twork, a gencr­
.belt which s1rekhes lrom nus but not terril>I}' effecuve 
:southern Belgium. through ge~ture to a compan~· \l'iU1 
,Luxembourg, to the Germ:i.n distant c>xport markets. .Arbt•d 
:Saarland. the -foundai-iflns laid crude steel p-roduc-tJcm fell last 
for its future in the 1~80s. At y,ear by another 6.5 per cent. to 
'the pirnt of this proc:ess i~ 3.,8m. t0-1mes, with a somew!,t,.t 
1-1\rbed. the Luxembourg s1ee1 smaller drop m _ finished and 
tcompany, hig 111 :i=;ur,,pe~n !erms rolied produC'fs-t.he differe:1ce 
·and enormous m LuxemDocr0 

: · . ｾ＠ bein° accounted f.or by draw:nn 
•1erms. account mg for 90 . per - e . , .. 

0 

.cent. or the Grand Duchy's _ on_ t?,e co~ny s steel mou_i: 
,crude FterJ produC'tion and also ta.m stocks. . There has , s~.-
it- bi.!!gest single priYate Arb~ cx_ecu~l\·es, been a pick 
, mnlo,·er i:p m prices and or<le1·s smce 

Som·c ·of tho cli::n !!es are tre start of th:,; ye~r ._ \\''.i:ch 

:.al ready ti'l, ing plac<'. Arbecl has they Pu.t_ dow11 ~u the EEC Crim­
pta_v: j 1he major part in saYin~ nm,sion_·s new sys,em of imp<Jn 
Luxembourg's (ln]y other steel pro1cct1on and m11umum pr1i:es 
company. Rodan ce .i\!h;J., !'rmn on 1!1e rnternal market. But 
·cxtinclion . takin-g tl,e bi;.:ge~t ~i.m.!lar hrpes <,f a sustained end 
i;;i ngle priYate shareholdir:g in it to the pos: 19i4 steel deprcs~inn 
A'i,h 11-ie ?i"l 1.-f inl':':?r::1in2 ! t •e J12\'e hern rai< P. n and dafhrd 
jtodan::e n;1!l!i in with it:- mm befor~, an~ .-\rried ia aliY c-.~e 

: .,pcratlons insJde lhe Du"ny. faces two ~pec:al handit:a;,s. 
'\',"ith the same aim in m'.nd, Given the <'Xi guity of its 

· .l!\rbed has also earlier this ~·ear home JlUl.rket, A!'bed depends 
dncreased its stake in the Saar. more than any Euroj}ean com­
•ln addition, the company is pany on ex:ports. Marke,s out­
~lon~ with the Luxembourg side Eurupe ar~ becoming 
.GO\·ernment now talkin g tJ ,.he har-cler and harder to gcr into, 
:Belgian companies and Go,·ern- wii!l for :,s:a nce the new 

ment about long term co-opera- "-trig-ge.r price" syslem of prn­

tion in production and inYest- tection introduced in the U.S. : 
·ment betv,:een the two countrSes. by the Carter Administ ration 

Arbed is lonkin;::: to the anc! the general rise in tiw 
future prec:isel)• because the pre. Third World's own steel capu­

.ent is so hleak. The compan~· city. Ernn inside the EEC. 
is now m~king thumping lo,£es Luxembourg sieel's niost 

,-it has juSt reporled a Lux. important expo,t market (72 per 
'Frs.4.fibn. loss -for last r c,;r or 

cent. in 1976). the depre~~iun 
:~li.ehtly more th~n the uin1- i.ia.< !)roil.ffht '! tl ,, 
b:ll1:'cl losses of )97:5 :.:ncl J!l71l. "' •· " cn •E-p:n~. 
For th1! third suc(·e,siYe , ·e;,r it ui,<,1Scial I be:rause in stric-! 

:h:is not paid a dh·idend. Arhcd·s tnm~ ille.ial unC:t>r the Ro:1w 
:rn1io of cl<.'bt tn own fund , mas 'frPa:y) prou:cti ::m1sm. 

The sero:id handicap frir 

A,bt>d is the po:it1<:al anri ,-(•<:ial 

im pos~1hi lity !t,r 1he c-nmp&n:· 
of layin,: off rerlu:1.ian, <1 ,' ri 
workers to ma'. c:h th f«'. !!•I 
prmlm;tiun in the way !l".;;l a. 
sma :Jer fi. h in a oi.~p_er ninwna! 
,rnnrl c:ou id . Ai-hed ,\i]: 
empJ,,ys neari ~· :!11.IIIIO ;n il 

natir ,n~l :;r1 ·;·,:- \\°or t:for<· e t)f ＱｾＭ ｾｾ＠

lh?.!1 l:,\1.1!H1I_ Thi.! fa Cl tl 1a: 

:1tit br .is alannii~:? as t h;:t of 
f0nw rrPnrh an1l Bc:c:i:111 e,- :,,. 

1nnnies (Quite ·•parl fron 1 na1-
"'n-:tli~!'d t' nrnr,:;,1ir< l:\::P B ri; '~ 11 
~·n·l)_ bu: f' lP?.rly i1 eanno, c,,n­

' t,nur- !!') ~hnulclrr ihis ~c;;J., of 
r, nflr;r1in t. lo~t.. ('0 \Sj)](' (\ \Vil h <' 11 

;: r.ihi1 ln• :... inYa>!-11nent 1-r, ... 

!tr? m,,w, rn cli>fi ni!C'l ,\'. 

I 
., 1: : ;'itr• h;. ;, : ql\ ;.,;;. ｾ＠ . .... ~tl 

tOYl't'llJl,l'll\ a:i,1 , .• ,..,n:,n ,· M1i-

.-\.rbed's presc ::~ \,·nrKrorce is 
openly adm:; :,·d 'to be at leas.t 

~.1,uo too mar.y rnerefc,r.; takes 

0:1 rhe propor~io:1, of a nat io:i~l 
problem. and 1:1e way that 
,gcwernment. t1:ii rrns and the 

t'Ompa-ny have ;;ou2 1r to 1:.cl~e 
·~Ms is also dnstruC'th·e of t.ie 
!way people in a small com­
:munity can pull together to 
achieve something that would 

1
tea<l to soc:al warfare in a 

dar;zer country. 
The steel proh!em was w;,at 

the government. uninns and 
c: .. ::'.:iycrs all had in mind whc-r:i 

. last summer they reached their 
," tripar~ite agre,::r.1<'nt." As it 
'a:.~c ts steel, the ln:~ga;n thereby 
struck was z'i follnws: th,e 
_government wilu ld finan ce a 
,c .. mpulsor:· e;;rly r F.'tirement 
scheme for stre! wor};ers onr 
5i, and u;e p!1hl: 0

• i:inne~· furthn 
tn tr~- tn din:•;• y the econmny 
out of ,!eel· tne t::w,n; ·would 
·not bl ock the c)c , i'Jg o~ ont­
rlnt~d s~rel n13:1'. r-.~· for in~ta a;·,e 
brrv~lnf; th'.-' L°'~.hfl~·- .. p!t,Ut:l 

·rerord of h:i·.-:n,: no ~trikes for 

. the past 30 years; and Arbcd 
, would increase new steel invest­
ment (creati:i,g very few new 
jobs admittedly), whi)e at the 

t same time undi-r:&~:ing to do its 

I uhnort not to lar off ar.y worke_rs 
w;:hout anot1:er job tn go t,l, 

I and in cloS<' cn-C'-oerati•Jn w!t'h 
I the government !o.di\·er,ify ir.to 

t downstream >t~el act!\·1:Jes and 
-nut nf steel aitr:r:,~ ~her into bnth 
: downstream and non-steel 

acu·. :~ics. 

Arlied !sst !'JW'!1ed it2 steel 
inyestment. v;):inh n~,-cr . (''.'\­
ceecied Lux.f'r ,. :: i,:1. e-:('n '.n thl' 

• gond ~·cars ?:iefNr 197 -L ll? tn 
Lux.FrsAb:1. l:."i ~·e ar . a:id the 
,~me i~ forH'i! . t fo r :h:s y,_. ar. 
The money 1, being m~\n 1y 
~r" nt C>n ｾ＠ :'< w 11-mctre h' r, .<t 
fitrn~cci . ,•:Hh t~"· ~um :r.;-~lYed 
hPin~ ra1std in P!~;,:!c an .i 
p.n vale lnan , ; ,i (;C'ri:1an ~--

' Sw:\zrrl:rnd Lnxr:nb1 ::r;: 
it elf. Sel',,nd. .-\rbPd il~. 
t"N'-Htl'<l wh,; :· r:,i '.~ :in '' a n1i­
rri~is 01,.;f.-i "n · ~-~~Hie ln· c· ,:'!1-

µ;;n~-. Thi, fr!'nl':l'rl :i h:•:·,l 
1'lnk b:t .. t1ir (', ;?:-:;,:,;-1y ?.t r J 1h·!~t~ 

jnbs not r i1 -'r: ,-: fl €',,C'n, ial-
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snmc :l.ono at t:1'.: rre•r, '. timfi. 
T~~s rt1!\!:'r-,·nir of su:-;~;,h ]abnur 
has Up _ t ,i kno;•· br•tn ,·;:i : ·:'.IH~)y 

u:-:l tn r c: form rrr1aLl public 
work fo~ ~!1e gmc:· r.me1 I ;ind 
n:: 1 ,ioh~ fnr the.• n . .- !'! pd!!Y i:(c· lf. 
R·it t ile b:!,i l' aim ;., to offn 
ti'Jis lal ,our, rctraint•d if nl.'Ct·S· 

sary b:,· /Hbt' d i:sclf. ;o p!l:rntia l 
forei!'!n invc~tors think.;n:: of 
sr:t. n~ up in L,;·;'-:n!.°'u,:r:.! -­
al(1ng ,•1ith ;1~~i~ta;1":f• i:·11:n 
l,rbed i:1 1!1 ~ for n of r~pi tal. 
indnstrfal si1 s ;.•id t t 1111i<;;l 
help. 

This was the bait which l 
Prime Mini~trr Ga:-tnn Thorn I 
and li -(i -~ rhed pre. ident 
JIL Em.inucl Tesch r:it lJeio re 
,a nu_m:.,er of c:ompanies on 
their trip 10 th(' U.S. psl before 
Easter. The pi1c'.1 of Arhcd 

'l!nd the G<n-ernmcnt is ·ai med 
not only at sleel-related com­

·panics hut almost any manu­
#acturing enterprise Khich 
'could use Arbed's farilities to 
ima ke a start in Luxembourg. 
,The l.i .S. seems tn be Uie ma:n 
!hope chiefly· because Luxem­
bourg ha;; ha<l more experience 
rwlth "\ merican inn, ~1.o rs than 
,anv ot:1cr fo rei ~n investor •. 
1-ancl that experience has been 
I good. It rn u~t be added that 
!i..uxem\:rnurg ~Pem~ tn bf' fully 
' a"'a ~r. that ir i~ ~wlmrning 
l!!!ai nst the cu:-rem lrPnd. 

. crC'ated h:-< the fall!n::: dollar, 
j f~lT l~a r 1p(~an~ lo in , t> t in ihi:i 

U.S. instead: 
' But Arbf'd ;_:; nnt leaving 
diversific-ation entirely to tho. e 
elush·c fnreign inve , t,rs. Wilh 
the creation of it s Mecanarbed 

· division tliree years a:;o. its 
downstream s:eel activities ha\'C 
.considerably inrrea~ed. The 
;bigge~t LuxrmlJourg en; ineer­
lin." c-omµany. Pa~il ,-.· unl1 SA. 
1nriw (·v:n c·s under t!w: diYi 1r>n 
'.and is a speciali ct r~rt,cularl}~ 
:in i-teel blast fllrn ac-e equ1µ­

'mcnt aml. amon g r;th,•r things. 
·meti.1 bridge,, wit:1 a respect­
able turnover of some 
Lux.Fr.s. l.5-2bn . a ~-1-ar. Draw­
also on its Germ;; n e.1ginecrin,: 
companies. :'lkcam,:,nJ i~ 

, be,11inni :ig '.o priw icie turn key 
steel .,lants for t:,e Third 

6 

:World. improbably lar~e though 
this son of projec:t m,:ht see·m 

;tor a smal l counrry like Luxem-
1 hour~ to undenake. 

dlt·i,;on of labour be,ween 
Europe', ｾ＠ eel eompa:iie~ 

Th ;~ C'nuld P.asilr sm~ch of 
the £"('('l cr.rtels of the lfl20s 
and J !J3(b ar.d v.:h ;c;1 :he 
J.rn guage l·f the Rome Trc .i;v 
expres~l:i· forbi ds. On the ot~e-r 
ha;id, the pre;:ent EE .-tee! 
plan of EEC Comm1,s1on; ·r 
Eticnnr Dav:g:rn n is in 1:1an:v 
wa~·s a r,rnd uce r c2 ne~. ·,. · th 
1·0:il~.la :-y production qun.:a;; :nd 
fix<;d price~. 11ul with t:11.: 

cruc:ial ciiffen::n(;c that it i., r.in 
by the C11mmission nn a Euro­
pean seal(·. Jn addition, the EEC 
Commi sic,11 has for some yea r. 
sanctioned the groupir.g of 
German steel producers in,o 
two rationali,a~ion groups (one 
for the north. one fr1r 1 hi'! 
soulh) to plan their future 
in vestmr nts. · Arhed is pan of 
the ~ou: hern ~roup because nf 
its Saar · :ntrn:sts. 

:· The Arbeo grouµ is still 
.addin " to its interes t~ outside 
Europe., v:h ich incl ude Braz.:lian 

; iron ore and West \-'i r;:!inla coal, 
by announcing a wire rod joint 
,emure in Sou:h Korea ea rlier 
tJ; ;; year. Bu: :l.e reD l a-~tion 
is mu ch nearer hor,.e In 
the Saarland, Arbed has 
strengthened it s -financial ,t ake 
by taking 100 per 1:e:i t. in 
Roerhling Bu:-bach which in 

· turn has a shar<' in ~eunkircher 
E:~enwerk. Tne deal had the 

. blessing of the Bonn Go1·ern­
l ment, pleased · t·hat Arbed 
! .reckons it can turn rertain 
strengths of the otherwise 

I relattvely sick Saar steel ~ector 
; to advantage by in tegrating 
: them more clo5ely wilh Arbed's 
r:Crand Duchy operations. 

' i Though the RodAnge Athus 

1 
case was thra;1 upon Arhed last 

. summer hy the Laxembourg 
l Gorernme11t, anxious to sa,·e 
th e,e jobs, the rat111 n;<ie of 
i\rii~d with Rnd an.t:e is exacth· 

· the same as with the Saar. The 
RC1clan !!r hl ast furnace, \\'ill be 

, closed duwn. and its future 
' actl\·i,y will be mainly that of 
, T(1Jling Arbed crude s:ed . . ·Hbf'd 
i bel :ere, I hat thou.eh Rrda r.::e . 

J 1a: ?ro,·e a ~11.} r:-t cnn f;~~n .. ·:riJ 
drag, longer-tenn henefi !s will 

: fol lnw, The new um:ainlv 
tatc-hworcls arc .. -•recia !i;:1.tion. 

/ restructuring,_ rati011ali•at!on ·· 
ancl so on-in short, a tidier 

Arbed may soon be part of a . 
similar arrangement \•: :th 
Belgium. It is already part of 

a ~tu d.r hy the U.S. consultan ts . 
McK i1,,!:'~·. on · the fut11rc of 
Brlgo-l. tix c111h c,u r.r:: str·r-1. T?lf~ 

lo~:t';I u,m·l:is:on fn, ,n :. l1i;, 
report. r·x pPcled in it~ fi na l 
form thL, mr. ;; :h. might be a 
ratio11al :~z1io;; group het•,:ren 

Arlled an d the Be l~fan s1rcl 
c11mpa nies to p!an future inrest­
mcat ancl mar i1e production so 
P1:at !;:- ; !. i:.,irre'-t.=:: ri-1 :, I), 
t!ash. lnr':'ed !;.lk~ to this end 
h111·e already , tarted u11.cler. too, 
thr aegis of EEC Com11:i.5i1rner 
Da1·ignon. 

D.B. 


