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Executive summary

In the coming years, being recognised as a “green product” will be crucial to secure market access

In

and competitiveness. As the EU works towards defining “green steel”, as outlined in the Steel and
Metals Action Plan, and setting up a voluntary certification scheme, EURIC stresses the need to use a
fair and scientifically sound methodology to this end. Using a biased and flawed approach to define
‘green steel’ would distort competition, undermine decarbonisation efforts, and fail to account

for the full range of climate and environmental impacts of steelmaking.

The recent JRC report on “Defining low-carbon emissions steel” compares various international
initiatives and standards aimed at providing a method to identify what constitutes “green steel.” Of
the six initiatives assessed, four rely on the flawed sliding scale approach, which unfairly penalises the
use of recycled materials under the pretext of limited availability. This overlooks that other resources,
like iron ore, are also finite. More importantly, the sliding scale cancels out the environmental
benefits of circularity, blurring the differences between steel products with vastly different
carbon footprints. As a result, it risks undermining the integrity of “green steel” labels and creating

inconsistent, misleading market definitions.

EURIC strongly supports green markets and labels that incentivise the use of circular and low-carbon
materials in manufacturing processes. It is scientifically proven that substituting raw materials from
mining, petrochemical, or forest industries, with recycled materials is the most mature and effective
way to reduce CO, emissions and enhance circularity. However, to ensure this substitution occurs
and truly sustainable products become the norm, the methodology used to define low-carbon
products, whether at the micro or macro level, must be scientifically robust. In this regard and to
ensure the environmental benefits of circularity are properly recognised, EURIC emphasises the
importance of robust life cycle assessment (LCA) methodologies that properly account for the
emissions savings resulting from using recycled materials instead of virgin ones, as this is key to

incentivising manufacturers to reintegrate circular materials into new production cycles.

Different methodologies for assessing a product’s climate and environmental impact can yield
varying results, depending on the boundaries and assumptions set in context of LCA. To avoid
greenwashing, it is essential to use impartial methodologies based on quantifiable and
measurable criteria and reliable data sets, while avoiding at all costs the introduction of faulty

assumptions into what should be a science-based approach. Ensuring that products are ‘green’ or
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high performing from a sustainability perspective will be crucial to support the decarbonisation of
the steel industry and to ensure that the budgets of the European Union and its Member States are
used to fund projects aligned with the Union’'s climate ambitions. As such, the use of robust LCA
methodologies is recommended to support Green Public Procurement (GPP) and the delegated acts

envisaged under the Ecodesign for Sustainable Products Regulation (ESPR).

To make sustainable products the norm, we must prioritise scientifically sound methodologies and

transparency in emissions accounting. EURIC suggests focusing on two key factors:

¢ Introducing mandatory local recycled content targets to increase the uptake of circular
materials. Mandatory local recycled content targets are necessary to connect recycling with
manufacturing, and thus ensure circular materials are reintegrated into new production

cycles.

e Using scientifically reliable, robust and impartial methodologies to measure the carbon
intensity and environmental footprint of products. The total CO, emissions per tonne of
material or product produced, should be based on standardised LCA methodologies that

properly account for that the emissions savings resulting from the use of recycled materials.

These are the only scientifically reliable and politically sound metrics.

Why the sliding scale methodology is flawed and discards the

environmental benefits of recycled steel use

The European steel industry is decarbonising. The use of recycled steel as input in the steel
manufacturing process is the fastest, most effective and cost efficient way to cut emissions for
European steel manufacturers. It drastically reduces the carbon and environmental footprint of
steelmaking compared to iron ore-based production, while also being a scalable, proven technology
and cost-effective solution'. Yet, the endorsement? of flawed methodologies like the “sliding scale”

ignore these, threatening Europe’s circularity and sustainability goals.

The “sliding scale methodology”, proposed by some as an allegedly technologically neutral tool to

define “green steel” products, fails the mission to make sustainable products the norm. It

1 Circular steel: Powering a low-carbon, competitive, and circular European Steel Industry - EURIC
21n 2022, the sliding scale was put forward in a report by the International Energy Agency (IEA) and

to date, the most advanced certification based on the sliding scale method is the Low Emission Steel
Standard (LESS) developed by WV Stahl. In Germany, the LESS has been endorsed by the German
Ministry for Economics and Climate Action (BMWK) and its use is being contemplated in context of
the legislation on public procurement, which is currently under revision.
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oversimplifies steel's environmental impact by reducing it to two variables: direct emissions of the
steel manufacturing process® and the share of recycled steel used in this process. In practice, instead
of rewarding circularity, it penalises the use of recycled steel and the benefits it delivers, and also
skews the market toward higher-emission steelmaking routes. This method is scientifically flawed
and biased, as it classifies production facilities with a significantly higher carbon footprint as "green"

merely because they use less recycled steel ‘scrap’ as input.

Therefore, EURIC strongly warns against potential using the sliding scale method, as it would
reward higher-emission, less circular steelmakers, ultimately hindering decarbonisation and the

transition to an EU circular economy.

How the sliding scale works

The sliding scale method presumably aims to assess the environmental impact of steel production
based on the amount of scrap steel used in the manufacturing process. It compares two primary
steelmaking routes: the Blast Oxygen Furnace (BOF), which relies on iron ore, and the Electric Arc

Furnace (EAF), which uses recycled scrap steel.

Figure 7. IEA’s near zero emission crude steel production threshold and proposed classification system
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Source: Achieving Net Zero Heavy Industry Sectors in G7 Members (IEA, 2022)

1. CO. emissions vs. scrap input: The method creates a scale (graph) with two axes:

3 To calculate the emission intensity, in most cases emissions from scope 1,2 and 3 are taken into
account. However, depending on the variation of the sliding scale, calculations can differ slightly.
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o The y-axis represents the CO, emissions per tonne of crude steel* produced.
o The x-axis represents the share of scrap input used in the production process.

2. Defining emissions thresholds: The “near zero” threshold for steel production is then defined
via a sliding scale as a function of the share of scrap used. The sliding scale sets emissions

limits for steel production, with the upper and lower ends defined as follows:

o The upper end (where no scrap is used) is set at 400 kgCO./t (meaning 100% iron ore

is used).
o The lower end (with 100% scrap steel used) is set at 100 kgCO,/t.

3. Emissions Categories: Based on the amount of scrap used, different categories and the ‘near
zero' threshold, different categories of “low emission” steel are established and the actual

emissions of steel production are distorted.

As a result, the sliding scale argues that higher scrap content should result in lower emissions, so
steel with more scrap must meet tougher CO; limits to be considered “low emission” or “near-zero
emissions.” This sliding scale approach does not simply add up emissions from all stages of the

steelmaking process. Instead, it adjusts emissions limits based on the amount of scrap used.

However, this methodology creates unfair conditions and discriminates between the two steel
production pathways. The more scrap used, the stricter the emissions limits, which penalises
recycled steel and disincentivises its use, favouring the most carbon-intensive and least circular
production. In particular, it favours BOF production, which has a higher carbon footprint due to its
reliance on iron ore. As a result, two steel products with vastly different carbon footprints could
end up in the same emissions category (e.g., "low emission" category A), misleading consumers and

distorting the actual environmental impact of steel production.

To summarise, instead of creating a fair system that supports all pathways to low-carbon steel, the

sliding scale method:

e Disincentivises recycling: The method assumes recycled steel is scarce and therefore lowers
the emissions threshold for high-recycled-content steel. This means the more scrap used, the
stricter the CO; limit becomes, creating a perverse incentive to avoid using recycled material.

e Favours carbon-intensive production: Steel produced via BOF (which relies on iron ore) is
given an artificial and unfair advantage over EAF, despite having a higher carbon footprint.

e Distorts actual emissions: By adjusting the ‘near-zero’ emissions threshold based on scrap
use, two steel products can be misleadingly labelled as ‘low-emission’ despite having vastly

different carbon footprints.
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e Fails to account for the full life cycle environmental impact of steel production,
contradicting EU regulatory frameworks like the Ecodesign for Sustainable Products

Regulation (ESPR).

The sliding scale method, based on the assumption of a recycled steel shortage, neglects the
benefits of scrap use, failing to acknowledge the crucial role the circular economy plays in
supporting decarbonisation in the steel industry. To this end, it is essential to explain why using

recycled steel matters.

Why recycled steel matters

Using recycled steel drastically lowers the environmental footprint of steelmaking compared to

iron ore-based production. Recycled steel:

e Cuts CO2 emissions

e Reduces environmental impact: 86% less air pollution, 40% less water usage and 76% less

water pollution.
e Enhances EU strategic autonomy: Recycling one tonne of steel saves 1.4 tonnes of iron ore,

reducing dependence on raw material imports.®

By failing to recognise these benefits, the sliding scale method disincentivises recycled material

use and contradicts EU sustainability goals.

Recycling steel means:
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EuRIC's key policy asks

EuRIC warns against using the sliding scale methodology, which is based on faulty assumptions and
disadvantages the use of recycled steel as a means of decarbonisation in any framework aiming for

emissions reduction. This approach contradicts Ursula von der Leyen’'s Commission priorities and the

5 EURIC Metal Factsheet
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upcoming "Clean Industrial Deal", which recognises the circular economy as a key driver of EU

resource efficiency and decarbonisation.

In conclusion, EURIC strongly rejects the possible use of the sliding scale methodology for
defining “green steel” and calls for a green steel definition that values low-carbon steel
production, defined by reference with the total CO2 emissions per ton of steel produced, and
circular steel production, defined by reference with the percentage of recycled steel used per

ton of steel produced.

Steel is essential to decarbonise numerous key industries. Yet, it is one of the most carbon-intensive
industry “representing between 7% and 9%. of global anthropogenic CO2 emissions”. As the EU
shapes its Clean Industrial Deal and the future of steelmaking by defining ‘green steel’, getting
the methodology right is critical. A misguided and flawed approach and its implications will

harm circularity, distort competition, and delay Europe’s transition to a low-carbon economy.

6 Climate change and the production of iron and steel - worldsteel.org
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