
US Steel job 
cuts highlight 
EU sector woes
KOSICE, Slovakia: As day breaks through
smudged tram windows, Slovak workers
heading to the US Steel Kosice plant mull
their fate after hearing the company plans to
sack a fifth of them. Some stare silently at the
morning haze behind the chimneys of the
sprawling communist-era factory. With
12,000 workers, it is central Europe’s largest
integrated steel producer.

It is also the leading employer in this poor
region of eastern Slovakia, a eurozone state of
5.4 million people heavily reliant on auto pro-
duction. With regional unemployment at
around eight percent-well above the national
average of 4.9 percent-the job cuts will be
painful. “Everyone’s afraid. Young people took
loans. What will they do if they lose their
jobs?” a mill worker with 20 years under his
belt who gave his name as Jozef, asked AFP.

Pittsburgh-based US Steel blames the job
cuts on cheap steel imports from outside the
European Union and EU environmental regula-
tions that are driving up the cost of the elec-
tricity needed to run the massive plant. EU
industries using power generated from coal
face rising costs under the bloc’s Emissions
Trading System (ETS).

In July, US Steel CEO James Bruno
announced 2,500 job cuts by the end of 2021
at the Kosice plant and its subsidiaries, insist-
ing that they were necessary to “protect our
business, to remain competitive.” Martin
Vlachynsky, an analyst with the Bratislava-
based Institute of Economic and Social Studies,
says steel producers across the EU face similar
problems. Cheap steel from Asia, a result of the
US-China trade war, and high carbon emis-
sions costs are taking a toll on European steel
mills, making them less competitive, he said. In
May, the European Steel Association urged the
EU to help the sector, which has been
swamped by cheap steel from Asia since the

US imposed import tariffs in 2018. 

Global and local factors 
Workers going on duty filed past those

streaming out after working the graveyard shift.
The ritual dates back to 1965 when the first
blast furnace began smelting iron ore at the
Kosice mill, which now produces 4.5 million
metric tons of steel a year, with sales of 2.7 bil-
lion euros ($3 billion) and a net profit of 89 mil-
lion euros in 2018. Some workers argue that
global factors are not entirely to blame for the
cuts, insisting that a lack of investment in the
ageing plant was now taking a toll.

“I work with a tool that was produced 54
years ago,” says Dusan Tittek, a turbine
operator. “This company used to make mon-
ey, but it all went to the US. Now it would
have to invest more to survive, but it won’t,”
says the 58-year-old who has spent four
decades at the mill.

US Steel Kosice spokesman Peter Baca
rejects the claim, saying the company invested
two billion dollars since it bought the plant in
2000. Others believe the job cuts are meant to

pressure the Slovak government into offering
tax breaks or other incentives.

“Every now and then, when they want
something, they make threats so the govern-
ment gives in,” an electrician named Stefan
said. Emil Machyna, president of OZ KOVO, an
industrial trade union body, shares the workers’
views. “A company that doesn’t invest depreci-
ates... and it’s just a matter of time before it
goes bankrupt,” he said, calling US Steel’s
efforts to boost profits through job cuts “a very
short-term solution”.  So far, US Steel has not
offered any severance plans.

‘No way out’? 
Skirted by ornate 18th and 19th century

residences, Kosice’s old town boasts a thriv-
ing pedestrian zone abuzz with summer holi-
daymakers. But the mood at city hall is grim.
Nearly every family in the city of 240,000
has someone working at US Steel. “We’re
talking about 2,500 families, which is a
tragedy,” says mayor Jaroslav Polacek, him-
self a former mill employee who is deter-
mined to stop the cuts. — AFP 

BERLIN: German industrial output fell more than
expected in June driven by weaker production of inter-
mediate and capital goods, in a further sign that
Europe’s biggest economy contracted in the second
quarter as exporters get caught in trade disputes.
Industrial output dropped by 1.5 percent on the month
- a far steeper decline than the 0.4 percent fall forecast
in a Reuters Poll of analysts, figures released by the
Statistics Office showed yesterday.

“The continued plunge in production is scary,”
Bankhaus Lampe economist Alexander Krueger said,
adding that a recession in the manufacturing sector
was likely to continue due to the escalating trade dis-
pute between China and the United States. Both coun-
tries are important export destinations for German
manufacturers, which means that the tit-for-tat tariff
dispute between the world’s two largest economies is
having a disproportionately large impact on German
goods producers.

“The longer this continues, the more likely it is that
other sectors of the economy will be dragged into this.
Growth forecasts for Germany are l ikely to be
trimmed further,” Krueger said. In the second quarter
as a whole, industrial output fell by 1.8 percent on the
quarter, driven by steep drops in metal production,
machinery and automobile manufacturing, the econo-
my ministry said.

“Industry remains in an economic downturn,” the
ministry said. Production in construction fell 1.1 percent

in the second quarter while energy output dropped 5.9
percent in the same period.

Prelude to recession
The figures came after German industrial orders on

Tuesday exceeded expectations in June, but the econo-
my ministry cautioned that the sector had not yet
reached a turning point as a slowing world economy,
international trade disputes and Brexit uncertainty are
taking their toll. Commerzbank economist Ralph
Solveen said the industrial figures supported expecta-
tions that the German economy shrank slightly in the
second quarter and that manufacturing output was like-
ly to decline also in the coming months. “A look at the
individual sectors shows that the crisis in the automo-
tive sector is continuing unabated,” Solveen said,
adding that car production had not recovered from the
slump caused by problems associated with last year’s
switch to a new emissions measurement standard.

“However, the main reason for this weakness is now
likely to be significantly weaker foreign demand,”
Solveen said. The German government expects the
economy to grow by a meager 0.5 percent this year
and rebound with a 1.5 percent expansion in 2020.
Andreas Scheuerle from DekaBank said the industrial
data suggested the economy contracted by 0.2 percent
in the second quarter after expanding by 0.4 percent in
the first three months of the year.

“We assume that this is the prelude to a technical

recession,” Scheuerle added. A technical recession is
normally defined as at least two quarters of contrac-
tion in a row.

The Federal Statistics Office will release preliminary
gross domestic product figures for the April-June peri-
od next Wednesday. — Reuters 
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Industrial output down 1.5%, data points to overall economic contraction 

‘Scary’ German output figures 
propel renewed recession fears

The US Steel Kosice steel-mill in Kosice, eastern Slovakia. The United States Steel
Corporation’s Slovakian unit which is one of Slovakia’s biggest employers recently
announced cuts of 2,500 jobs by the end of 2021. — AFP

British Airways 
cancels flights 
after IT failure
LONDON: British Airways was forced
to cancel some flights to and from
London yesterday after it suffered “a
systems issue”. Reports suggested
dozens of flights in and out of Heathrow-
Britain’s busiest airport-had been can-
celled, grounding around 15,000 pas-
sengers.

BA declined to confirm how many
services had been cancelled. “We are
working as quickly as possible to resolve
a systems issue which has resulted in
some short-haul cancellations and
delays from London airports,” the airline
said in a statement. “A number of flights

continue to operate,” it added, apologiz-
ing to passengers impacted by the dis-
ruption and noting back-up manual sys-
tems were being used to keep many
services in place.

BA said it was offering customers
booked to travel yesterday on short-haul
flights departing from Heathrow,
Gatwick and London City airports the
chance to rebook to travel on another
day between August 8-13. Frustrated
passengers took to social media to vent
their anger and demand answers from
BA, while photos shared showed airport
terminals filled with stranded travellers.  

A Heathrow spokesperson said BA was
experiencing “a technical issue with its
systems” impacting check-in and depar-
tures there. “We are working to support
the BA team and passengers impacted.
“We understand this is incredibly frustrat-
ing for passengers and encourage them to
check with British Airways for the latest
information.” — AFP 

FRANKFURT AM MAIN: Industrial production in European powerhouse Germany fell back in June, official data
showed yesterday, adding to the picture of a Eurozone suffering from trade wars and global uncertainty.  — AFP

LONDON: In this file photo taken on May 29, 2017 a display warns passengers to
“Expect Disruption” to British Airways flights, inside Terminal 5 of London’s Heathrow
Airport. British Airways was forced to cancel flights to and from London yesterday, after
it suffered “a systems issue”. — AFP

Samsung seeks 
alternatives to Japan
suppliers in trade row
SEOUL: South Korean tech giant Samsung Electronics, the
world’s biggest smartphone and memory chip maker, is seeking
alternatives to Japanese suppliers for some key materials, it said
yesterday with Seoul and Tokyo embroiled in a bitter trade dis-
pute. The row has seen the Japanese government impose
restrictions on chemical exports crucial to chipmaking and last
week Seoul and Tokyo removed each other from their “white
lists” of trusted trading partners. 

Two of the Japanese chemicals targeted, hydrogen fluoride
gas and photoresists, are essential to making memory chips,
while the third chemical, fluorinated polyimide, is used for high-
spec TV screens and smartphone displays, including hotly-
anticipated folding models from Samsung.

Tokyo’s move has also raised international concern about the
effect on global supply chains and possible price hikes for con-
sumers worldwide.  A Samsung spokesperson told AFP the firm
was “seeking ways to diversify” supplies of materials and com-
ponents where it relied heavily on Japanese imports.

Analysts have warned the restrictions-and reduction in the
availability of the materials-would “significantly impede” chip
producers. Japan holds a 60-70 percent share of the global
hydrogen fluoride market, according to Taipei-based market
intelligence firm TrendForce, which could make it difficult for
Korean companies to find alternatives elsewhere.

But the Samsung spokesperson denied a South Korean
media report that the firm had decided to replace all the
approximately 220 Japanese chemicals and materials it uses for
chip production with Korean or overseas products. — AFP

Fed must cut 
rates bigger 
and faster: Trump
WASHINGTON: US President Donald Trump yesterday con-
tinued to hammer the Federal Reserve, demanding more stimu-
lus to boost the economy as the 2020 elections approach. And
as Wall Street looked set to tumble on economic fears, which
sent bond yields tumbling in Europe and the US, Trump said
the Fed, not China, is America’s main economic obstacle.

“They must cut rates bigger and faster and stop their ridicu-
lous quantitative tightening NOW,” he said on Twitter, just a
week after the US central bank cut the benchmark lending rate
for the first time in more than a decade. Stock futures suggest-
ed Wall Street was due to resume this week’s sell-off as
Trump’s trade war with China worsened. Yields on 10-year
Treasuries fell sharply as investors moved away from riskier
assets in a sign of mounting fears the economy could be slow-
ing. Earlier Germany reported industrial production had fallen
much more than expected in June, with declines across the
board in capital, consumer and producer goods, heightening
fears of a recession in Europe’s largest economy and sending
government bond yields to record lows.

The uncertainty generated by the trade war an concerns
about a slowing global economy prompted the Fed to cut inter-
est rates last week. But a key central bank policymaker, St.
Louis Federal Reserve Bank President James Bullard, told AFP
on Tuesday that benchmark US lending rates were “in the right
neighborhood,” suggesting he may be disinclined to cut rates
as fast and as far as Trump wanted. — AFP

Ireland scrambles 
to help firms 
with Brexit 
customs burden
DUBLIN: Ireland is offering businesses up to
60,000 euros each to train staff on filing cus-
toms returns as it scrambles to prepare for the
possibility of Britain, its nearest neighbor and
a big trading partner, leaving the European
Union without a deal. The Irish economy is
considered the most vulnerable among
remaining EU members to Brexit and Ireland
faces a 12-fold rise in the number of import
and export declarations made by local com-
panies in the event of a no-deal British exit.

British Prime Minister Boris Johnson has
said that he will take the United Kingdom out
of the bloc on Oct. 31 come what may, even
without a transitional deal needed to pave the
way for future relations with the EU. Michael
D’Arcy, Ireland’s minister in charge of financial
services, told Reuters he believed Britain will
leave without a deal, causing a severe eco-
nomic shock that could require pan-EU finan-
cial support for countries including Ireland.

The Irish government will offer firms 6,000
euros ($6,730) per trainee - up to a maximum
of 10 per company - as well as a free training
program for all eligible customs agents, inter-
mediaries and affected businesses as it said

the country will not have enough agents to
help firms file returns if Britain crashes out
without a deal. “If you trade with the UK,
Brexit will most definitely impact your busi-
ness. This targeted measure is aimed at sup-
porting and incentivizing capacity building in
the customs agent sector,” Finance Minister
Paschal Donohoe said in a statement.

Old trade ties
Goods trade between Ireland and the

United Kingdom totalled 36 billion euros last
year, representing 15 percent of all Irish
exports and imports. At another 43 billion
euros, trade to and from Britain in services
accounted for a similar share in 2017. While
Ireland has been cutting its reliance on the
British market in recent years, the proportion
of trade is far higher if Ireland’s raft of for-
eign-owned firms are excluded, with employ-
ment-heavy industries in rural areas among
the most reliant on trade across the Irish Sea.

The number of Irish firms dealing with cus-
toms could surge to 100,000 from 17,000 last
year if Britain is no longer a member of the EU’s
customs union, requiring 20 million annual dec-
larations, the agency responsible for customs
estimates. “You should make necessary prepa-
rations now to minimize disruption to your busi-
ness come October 31,” Donohoe said, referring
to the date Britain is due to leave the EU.
Ireland’s Office of the Revenue Commissioners
is in the process of intensifying its engagement
with firms as many that trade with Britain have
not yet applied for a customs number to contin-
ue doing so after Brexit. — Reuters


