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February 17, 2006

Neelie Kroes, Commissioner for Competition

Directorate General for Competition

European Commission

Rue Joseph II, Jozef II Straat, 70

B-1000 Brussels, Belgium
Dear Commissioner Kroes:

I am writing on behalf of Ohio Citizen Action, the state’s largest environmental organization, with 100,000 members. 

This letter is our application to be heard in the forthcoming examination of Mittal Steel’s bid for Arcelor. 

More specifically, we invite you to visit Cleveland to speak with the neighbors of Mittal Steel’s Cleveland Works, and to see, smell, and feel the pollution pouring out of the complex. This first-hand experience may lead you to agree that Mr. Mittal needs to learn how to manage the factories he already owns before he continues his buying spree.  

Basis for Ohio Citizen Action’s role in the proceedings

According to Council regulations —


The Commission should, in particular, have the right to interview any persons who 
may be in possession of useful information and to record the statements made.


In order to carry out the duties assigned to it by this Regulation, the Commission 
may interview any natural or legal person who consents to be interviewed for the 
purpose of collecting information related to the subject matter of an investigation.

Ohio Citizen Action has “useful information”

The Commission examination of the Mittal bid turns on the standard of whether it would “significantly impede effective competition in the common market or in a substantial part of it.”
 

In its Horizontal Merger Guidelines, the Commission elaborates:

Effective competition brings benefits to consumers, such as low prices, high quality products, a wide selection of goods and services, and innovation. Through its control of mergers, the Commission prevents mergers that would be likely to deprive customers of these benefits by signficiantly increasing the market power of firms. By “increased market power” is meant the ability of one or more firms to profitably increase prices, reduce output, choice or quality of goods and services, diminish innovation, or otherwise influence parameters of competition.

The information Ohio Citizen Action possess bears on these considerations, and should thereby be “useful” to the Commission in its examination.

The following information is illustrative. Should the Commission permit Ohio Citizen Action to be heard, we are prepared to provide substantially more information. 

Background

Many of Ohio Citizen Action’s members live in Ohio’s most populous county, Cuyahoga County. By far, the worst polluter in Cuyahoga County is Mittal Steel’s Cleveland Works steel complex. Approximately 390,000 people and half of Cleveland’s public schools are within five miles of the complex. Mittal Steel Cleveland has more near-neighbors than any other steel plant in the United States. 

The Cleveland Works is a ninety-year-old plant. It went bankrupt twice when it was owned by LTV Steel (1984-2002) and was closed for a year and a half (2001-2002). The mill now manufactures steel and soot, sulfur dioxide, and other chemicals that can trigger asthma and cause cancer. The volume of these emissions is increasing, by 38% from 2003 to 2004 alone. Of the air pollution control devices used at Mittal Steel, the oldest dates to 1943. Most were installed in the 1970s and 1980s, and the newest was installed in 1990. 

Since taking control of the facility, Mittal executives have not undertaken — or even announced plans to undertake — any steps to reduce this air pollution, have not met with neighbors, and have not responded to any of the 11,493 handwritten letters and petition signatures they have received from neighbors. We even hand delivered 458 messages attached to drinking straws to Lakshmi Mittal’s office in London, with the message explaining that breathing through the straw for 60 seconds simulates the difficulties of asthma. Mr. Mittal refused to respond. 

For more on what the Mittal complex is doing to our city, please see our website, http://www.ohiocitizen.org/campaigns/isg/isg.html
Higher prices

Since your responsibilities encompass the entire European Community, not just the firms purchasing steel from the proposed merged company, then you need to take into account the full price of the steel, including all externalities as well as the stated price.

In the case of the Cleveland Works, the objective of Lakshmi Mittal and the previous owner, Wilbur Ross, has been to maximize profit by maximizing externalities, transferring to others the costs of producing steel. Ross purchased the physical assets of the bankrupt LTV plant at a fire-sale price, but not its debts or its pension and retiree health insurance obligations. Moreover, the government gave his company tax breaks and waived all pending environmental fines. 

As you know, these costs and liabilities do not disappear, they are merely transferred to (1) taxpayers; (2) the retirees who, without other income, must further transmit the costs to their own grown children, or accept shorter, sicker lives; and (3) neighbors, in the form of increased medical costs and suffering from environmental illness and injury. Mittal Steel bought the Cleveland Works from Ross on the same terms. Ross pocketed $1 billion from the transaction and took a seat on the Mittal Steel board of directors. 

Managers who invest in pollution prevention lower the long-term direct costs, the externality costs, and the full costs of production. Managers like Lakshmi Mittal invest the same amount of money in buying new companies rather than modernizing the ones they already own. They thus inflict far higher full costs on the communities and nations in which they operate. 

Less innovation

A principal objective of innovation is to increase industrial efficiency by reducing waste. A merger tends to reduce innovation if it gives greater scope of authority to a management that chooses instead to send its waste into the air, land, and water of its community. That is what Mittal Steel management does.

Lakshmi Mittal announced on January 27, 2006, that he had $22.8 billion (€19.3 billion) available to buy Arcelor, minus the $4.6 billion (€3.9 billion) he expects to receive for selling Colesco to ThyssenKrupp after acquiring Arcelor. Therefore, Mittal has $18.2 billion (€15.5 billion) at his disposal. 

Instead of increasing his market share by a few percent, the obvious alternative would be to invest this money in modernizing the plants he already owns. If the money were assigned proportionately to size, almost $1 billion (€840 million) would go to modernize the Cleveland Works, and more than $5 billion (€4.2 billion) to modernize Mittal’s existing plants in Europe.

$18.2 billion can buy a lot of innovation.

Around the world

Mittal’s shortcomings are not limited to Cleveland, and your examination should not be either.

· Last week Bloomberg News reported, “Kazakh Prime Minister Danial Akhmetov on Thursday asked Grigory Present, the executive director at Mittal's Kazakh coal unit, to say how much has been invested in safety since the accident at the Shakhtinskaya mine [that killed 23 people in December 2004]. Akhmetov also questioned pay levels. ‘The productivity at the mines is approaching to the world level; then tell me, why the miners' salaries are kept at a low level,’ Kazakhstan's state-owned news service cited Akhmetov as saying in a report.”
· News reports have for months followed the growing protest by tribal and political organizations in the Kolhan region of Jharkhand, India, where Mittal Steel and other firms plan widespread displacement of neighbors, thus also depriving them of their livelihood. In economic terms, the current residents of these sites are being forced to bear a significant part of Mittal’s costs, thus allowing him to underprice his steel.
· Last June, Mittal Steel won the Sustainable Catastrophe Award at an event hosted by the Center for Civil Society and Groundwork in South Africa.  The nomination explained why Mittal deserved this honor:

Mittal’s steel making plant at Vanderbijlpark is responsible for the longest running continuous environmental incident in South Africa. It has been draining toxics into the groundwater since 1952 when it built evaporation dams to hold its liquid effluent. The dams, covering 2 square kilometres, were simply dug out of the earth without a lining to keep the effluent separate from groundwater.  This is compounded by poisons that leach into the groundwater from massive slag heaps covering about 100 hectares and by a drainage system that allows stormwater and effluent to mix. The plant is owned by Mittal Steel, the world’s biggest steel corporation, following its take-over of the South African corporation Iscor. It was nominated by the Vaal Environmental Justice Alliance, Friends of Steel Valley, the Steel Valley Crisis Committee, Earthlife Africa, the Environmental Justice Networking Forum and Jubilee South Africa.

The quantity of water in Mittal’s effluent dams has raised the water table even as it poisons it. The poison plume containing cadmium, lead and other cancer causing substances is now estimated to stretch over 10 square kilometres. These poisons have shown up in blood tests taken from neighbouring people and small holder farming in Steel Valley has been wiped out as stock animals died and vegetables irrigated from bore-holes were contaminated. The deal which handed Iscor to Mittal in 2004 involved a massive transfer of wealth to corporate boss Lakshmi Mittal. In contrast to this transfer of wealth to the rich, Iscor has cut 30,000 jobs in the last 10 years.

These patterns should attract your attention because they illustrate Mittal’s management approach. The company sets its standards — in this case, both health and safety and workers’ salaries — to the lowest level it thinks it can get away with in each nation.  

This will become more important to your decision given what is about to happen to the world steel market. 

When China became a net steel exporter last year, it was just the beginning. Soon, heavy waves of Chinese steel exports will start washing over the world bearing artificially low prices. The prices will be artificially low because China, too, is maximizing its externalities. It is well known for its disgraceful wages and working conditions, and health, safety, and environmental rules.

Mittal has already shown that his strategy will be the same as China’s, and the top two steel producers in the world will compete in lowering standards rather than in producing quality products efficiently. Europe needs to decide which kind of competition serves the interests of the Community.

I look forward to your reply.

Sincerely,

Sandy Buchanan

Executive Director
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Hard copies follow

� Council Regulation (EC) 139/2004 (20 January 2004), clause 38. Thus, the European Commission may interview Ohio Citizen Action members or any of the neighbors of the Mittal Steel Cleveland Works, without a “sufficient interest” finding pursuant to Article 18 §4.  This is confirmed by the Best Practices on the Conduct of EC Merger Control Proceedings guidance. Having discussed third-parties with “sufficient interest,” the guidance goes on to say, “In addition, the Commission also welcomes the views of any other interested third parties including consumer organizations,” 5.2, §34.


� Ibid., Article 11 §7


� Ibid., Clause 5.


� Guidelines on the assessment of horizontal mergers under the Council Regulation on the control of concentrations between undertakings (2004/C 31/03), Official Journal of the European Union, 5.2.2004.





