2,3 QNew Basic Prices for Steels Imported from Third Countries

EC Commission made public in EC Official Journal L32] new
basic pricey for steels imported from third countries. The new
prices are shown in Table E-9 and came into effect from December
1, 1982,

Table ¥-9 New Basic Prices for Steels Imported from
Third Countries

(ECU/MT)
New 0la
(Dec. 1, 1982) (Oct. 1, 1982)

Hematite pig iron 185 174
(P less than 0.5%, Mn O0.1% min)
Hot coil for rerolling, less than 2mm 391 348
Wire rod, 5.% - 13mm dia 3g2 354
Reinforcing hars, less than 12mm 373 332
Other bars, up to 13mm 425 383
U, I or H shapes, web 80mm min 484 462
Hoops, less than Zmm 408 363
H.R. plate, 3 - lOmm 404 369
C.R. coil, lmm 448 419

Source: Official Journal of EBuropean Communities, November 17,
1982

At the EC Council of foreign ministers held on November 22,
1882, at Brussels, it was. agreed that at the time of negotiations
for renewal of bhilateral steel trade agreements with 14 countries
which would expire at the end of 1982, the EC Commission would
negotiate with those countries to cut the imports in 1983 by 12.5%
from the level in 1982, The cut-down rate in 1982 was 9%, and the
14 countries are Austria, Finland, Sweden, Norway, Czechoslovakia,
Poland, Hungary, Romania, Bulgaria, Japan, Spain, the Republic of
Korea and Brazil, who account for about 80% of the total steel
import by BUSC,

It was also agreed that gimilar steel trade agreements be
concluded with Venezuela and Argentina.
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2.4 Revision of Guideline Prices within EC

Guideline prices to improve steel prices in EC were revised
from January 1, 1983, as follows. The guideline prices effective
from January 1, 1983 are as stated below during the first quarter,
and if the market improves, will be revised in the second quarter,

(BECU/t)

Hot coil _ 352%
Strip 352%
H.R. sheets 352%
Plate & medium plate 369%
C.R. sheets _ 446
Wire rod for weaving 257
wire rod for wire drawing 332
Rebars _ _ 236
Bars : Type 1 : 257
Type 2 300
Sections: Type 1 326
Type 2a 356
Type 2b 386
Type 2cC 433
Type 3 466

*  pyblished discount taken into consideration.

As a result, for steel-éxports-from third countries to EC,
the basic prices imposed by EC and the guideline prices within EC
are kind of yardsticks and so are FOB Antwerp prices. The FOB
Antwerp prices therefore play an important role in guessing export
price levels in the world market. '

Export prices of pig iron and semis can be calculated back-
ward from the prices of finished steels by taking into considera-
tion yield ratio from the semis to the finished products. Also it
is possible to estimate competitive prices of pig iron and semis
exported from Brazil in certain overseas markets by adding trans-
portation; handling and insurances, etc. to their calculated
export prices. ’

However, the steel markets in the developed countries are
under recession due, in part, to the structural problem of their
domestic steel industry and there are various systems of trade
controls against steel imports from foreign countries or fxom
countries outside EC. Therefore, export in orderly marketing
manner is essential for the exporting countries.
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3. Present Condition and Characteristics of Stes)l Trades amnong
Countries in a Reglon and Those between those Countries and
Countries outside the Region

3.1 EC

Needleas to say, EC is Common Market with its final goal of
economic integration of member countries. The EC and ECSC
treaties call for freedom of capital flow in the region and the
trades in the vegion are as a rule free as if they are in a
country.

Therefore, in many cases, the steel trades in the EC Region
are distinguished from those between EC and third countries.

Takle E~10  Stesl Trades among EC Countries (1980)

(1,00C MT)

;;;;;:;;\Effiiiji gemany | France Italg Belux |57 1 gog | UK gz:; ;Zi; EC9
Germany, FR « | 18331 1120 3136 1076] s965] 3181 204 2| 7489
France 2523 — ] 1146| 35881 216 7453| 130 18 — | 7402
Italy 1382 1470 - 1 wo2| 2353| 4107 215 1 - | 4323
Belux 12| B&Y 58 - B18| 2556 68 14 — | 2439
Netherlghds b oasan| o 325 71| 1058 — | 2985} 112 17 — ] 3114
B C 61 aban| 4498 2394| 8764 234224067 B43| 254 3125144
UK 1125] 479] 250 s97| 548 2999 - 96 331 3128
Denmark 5351 118 .91 125 52| 839 77— - 216
Ireland 591 45 1 39 il 145 148 i - 334
B | seport to se@) | 7767 | 51401 2665 %525| 2973 |z8070| 10B7| 351 36129544
¢ | Bepore to othexs i}2?5m~5567 A402] 4132 1645(26737] 1495] 296 1(28728
g —}bta1UH8=E;‘1RUS¢ 10707] 6r67|13657 | 4413 |sam07| 2782] 647 3758272

ASC (@ 408 480 T aea| e97| eas| siz| sei| sas| 93| sos

Note : - sign indicates data which is not available.

Source: ECR, Statistics of World Trade in Steel, 1981

3.2 COMECON

Countries of COMECON consist of the USSR and Eastern European
countries and some centrally planned economies in other parts of
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the world., In this group also, there is an organization called
Intermetal charged with co-oxdination of trades within the group
including steel. :

It should be noted that steel trades of COMECON with third

countries are considered, in many cases, in contract with those ip
the region,

" Table E-11 Steel Trades among COMECON Countries (1980)

(1,000 MT)

- — "1
Exporter USSR giifiﬁ;a Bungary | pPoland | Bulgaria | Total
v}mporte? L L
USSR - 487 103 209 62 861
Czechoslovakia - . 2 114 14 130
ungary N 55. - 18 & 80
Poland e 242 | 25 - 54 3053
Bulgaria . .. 55 %4 53 - 147
German DR - 781 10 173 Az 504
Albania s 33 ? 29 11 74
Romanisa . 7o 51 83 8% 2%5
Export to CCHMECON (A) 1,242 254 682 310 A7
Export to;‘thers {B) m 2204 945 L2554 740 5165
Tmal(aifszcn e Ka4A4 1201 1934 1050 7635
SN § S
ASC # - 368 197 352 285 324
Hotes ; -~ sign indicates data which is not avallable.

*** sign indicates data which is unreliable and excluded
in this Study.
1) Export of the USSR -in 1980 is not avallable, the total
shows the exports from the 4 Eastern European countries.
2) Items included are same as shown in Table E-2.

Source: ECE, Statistics of World Trade in Steel, 1980

[71~124



Iv.

3.3 ASEAN

ASEAN with its headquarter in Jakarta, Indonesia, has
Reglonal Industry Clubs under ASEAN Chamber of Commerce and Indus-
try, and one of the Clubs is AISIF (ASEAN Iron & Steel Federation).

AISIF has its alms of liberalization of steel trades in the
region and elimination of trade barriers and of common trade poli-
cies in trades with third countries. At the same time, the group
is working on study and implementation of the most favored
tariffs, common standards and joint manufacturing plants in the
region. This should be noted when export to ASEAN markets is
considered.

Mechanism of Steel Trade and Export Prices

There are no special commodity exchanges for international trade

of steel, and the steel trades and prices are basically determined by
two parties, suppliers and purchasers. The steel trades may be
divided in the manner as follows:

a. Long-term contracts for supplying semis to affiliated (joint ven-
ture or technical collaboration) companies overseas such as supply
of C.R., sheets for tin plate and galvanized sheets.

b. Export from developed countries to large customers in other devel-
oped countries. This is mainly a continuous supply on long-term
contracts. -

. Spot contracts for export from developed countries to developing
countries. This is most common.

On the other hand, characteristics of trades by product is as
followg:

d. In case where semis are slabs for processing into plate and sheets
or blooms for heavy sections, the trades once concluded are often
on long-term contract basis.

e. Light sections and billets used for making them are often on spot
contracts.

As regards priceé,

f. Basic general export prices FOB Antwerp which are congidered to

represent actual market prices on the continent are made a guide of
steel export prices in the world for many years.
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These prices are FOB prices at Antwerp, the main port of
Belgium, and include exporters' 2 1/2% commission. The shippers
are EC steelmakers. However, they are rather spot prices. It is
questionable whether they represent actual prices on long-term
contracts, but it is possible to grasp a long-texm trend of the

prices. The FOB Antwerp prices are only one which can be used as a
guide.

g. Products under long~term contracts are stable in the price and nor-
mally lower priced than those traded on spot basis.

h. In recent years, the export prices from Japan are watched in the
world trade because of increased weight of Japan's export in the
world trade in steel.

i. Since the world steel trade is increasingly subjected to import
controls, the export prices are more closely related with domestic
prices in the exporting countries, esgpecially in major developed
countries. This reflects the emergence of "fair value" concept
which compares the export price with the domestic price, and
excepting some special cases, the export price is rarely lower than
the domestic market price of the exporting countries.

Generally speaking, Japanese export businesses are handled
through sogo-shosha, or general trading companies, and EC steel
exports through trading companies owned by steel mills in Europe.

In recent years, however, both in developed and developing coun-
tries, steel mills become importers sometimes as domestic marketing
measures to prevent deterioration of prices due to infiltration of low
priced imports.

As any rate, international steel trades are decided by negotia-
tion between steel suppliers in a country and users in another
country. The prices tend to be affected in a great measure by the
steel demand and supply condition in the world.

However, for the past decade, on the background of reduced steel
demand due to the over-killed world economy, the steel production
capacity continue to exceed the demand, resulting in buyers' market.

As already mentioned, a guide for long-term trend of prices in
the world steel trade is FOB Antwerp prices. BAg far as steel export
prices are concerned, there are no exchanges as those in London and
New York for non-ferrous metals.

There is Bourgse Industrielle de Belgique in Brussels. This is a
time-honored gathering established in 1919 where basic price levels
are fized without difficulty. Industries included are iren and steel,
machinery and coal, etc. Every Wednesday afterncon excepting holidays,
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industries' representatives gather at the meeting place in Brussels to
exchange informations, and export priceas for the week come to rest at
a leval somehow. Steel exporters play a- central role in case of iron
and steel and the prices thus fixed are FOB Antwerp prices and ingdi-
cate actual level of export prices of European steelmakers,

Recent FOB Antwerp prices are shown in Table E~13 and at present
they are relatively lower than a while back.

As already mentioned, international prices of steel are usually
determined by negotiation between suppliers and users and in a certain
range depending on domestic prices in importing countries and export-
ing countries.

In case of steel import to EC countries from third countries,
there are a number of bilateral trade agreements between EC and third
countries, This system is called negotiated system or arrangement
system, by which prices and volume are £ixed. The export prices to EC
are governed by the agreed prices,

In case of steel import to the United States, there was a system
called Trigger Price Mechanism up to January 1982, by which lowest
allowable import prices were fixed and the export to the United States
was made under this restriction (At the end of 1982, TPM was still
suspended, See Table E-8). :

In sonmne cases of steel export from developed countries to deve-
loping countries, there are. exports on economic co-operation basis and
they are often linked to development projects in the developing coun-
tries, and some exports from centrally planned economiesg are linked to
political objectives. In those cases, the prices are remote from the
ordinary international steel prices.

This condition further intensifies controling nature of the world
steel trade. Besidesg, continuous export of large quantities of steel
resulted in various complaints from importing countries. This is
especially remarkable in the United States,

As pig iron, scrap and semis are interchangeable, their prices

show a tendency to follow a similar pattern. fTable E-14 shows changes
in prices of those items imported to Japan.
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Table E-13

Actual Export Prices at the Continent
{FOB Antwerp Prices)

(FOB $/MT)

Rebars, . . Hoavy
12 & So.c:tto:}s h'n.re rod, plates, C.R., coil
ovar “up o 600km 5. S over {17 - 20G)
1976 180~20% 220~260 220~225% 160~225 275~325
77 170~180 190~210 180~205 185~210 235~240
78 180~285 200~308 230~290 {730~310 245~350
79 305~335% 305~325 310~345 300~335 340~395
840 2B5~330 325~549 300~370 §320~335 360~410
81 225~300 285~4525 280~3%2% 510-~-350 550~400
198), Nov. 27|2350~250+ 520+ 300~325¢ § 520~340+ AL G
Dec. 30(|250~2491 320+ 360~315+ 340 390+
1982, Jan. 29|235~2404 320+ 310+ 340 580+
Peb. 261235-240+ 320+ 300310+ | 340G+-340 380
Mar. 30 235+ 520+ 2953007310+ 3407340 380+
Apr. 30 250G+ 290~300+ 270~275+ | 340+-350 37{~375+
May 28)210~225+ 790~300+ 270~275+ | 330~340 565~370+
June 291216~2154 280~285+ 270~275+ | 310~420 350
July 30| 210+ 280+ 255240+ 300 3501
Aug. 27 190 270 240~250+ 300 330~335/345~550+
Sep. 21{185~i9ns 2502604 230~7480~ | 280290 330+-330
241185~190+4 7507260+ 230~240+ | 280--290 330+-330
281185170 2507260+ Z30~240+ | 2B0~290 330+/330
Oct. 1|185~190+ 280~270+4 230~240+ [280~290 330+ 330
5|i85~190+ 260~270+ 235~240+ | 280~290 330+,33G
gli1gs~190 260~27 04 230~240+ [280~290 335+./350
12 1185~1%04 2642764 230~240+ 1280290 330+-330
15 1185~1904 2602780+ 230~240 [280~2%0 330+-53D
197 185~1904 | 26027017250 230740+ |280~2%8 3304350
221 i85~190+ | 260~270+.7250 230~240 [ 260~290 320330+
26185~190+ |260~770+.7250 ZEO~240% | 280790 320330+
291 185~190+ 250~755 220~230+ 280 329
Nov. 2 |ref~19u: 2H0~255 - 20230+ 280 320
5 180~1%0 2E0~T55 220~230¢ 283 3106~320
9l 180~185+ 2503-~255: 220~730: 280 310~370
12| 180~185: PEG~75 5 220~2304 280 310~320
16| 186~185: 250~255¢ 270~72 304 780 310~320
Dec, 7]180~i8%4 240~ 56 206~2306¢ |270~27% 310
220~230+ 12s0-270 310~315

20

Note: price for a year shows the highest and lowest in that year,
bPate is the date of issue of Metal Bulletin.
Inciudes exporters' 2.5%% commission.

Source:

Metal

Bulletin
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e

INTERNATIONAL ORGANIZATIONS RELATED WITH STEEL INDUSTRY AND
THEIR ACTIVITIES

I. Organization for Economic Cooperation and Development {OECD)

In OECD, mainly Steel Committee deals with various matters
related with steel industry. 'The Steel Committee was established in
November 1978 with initial commitments on steel trade as follows:

a. Sacrifice of restructuring of steel industry in each country shall
not be reflected in its trade policy.

b. No trade policy sghall not be taken to bring about changes in the
traditional flow of trades.

For this purpose, statistical information concerning the steel
industry is followed up by continuous information system and each
country member pregents at the Steel Committee its policy and current
situation of its steel industry to ensure transparency about each
country's steel pollcy.

In reality, however,. there are some conflicts among developed
countries as evidenced by the steel dispute between EC and the United
States in 1982, and efforts are being made for progress of the steel
industry in each country as well as in the world through mutual under-
standing and transparency of facts. BAs regards the situation in Latin
America, OECD Steel Committee holds a meeting of special Liaison Com-
mittee with Mexico, Therefore, the sessions of OECD Steel Committee
include those of Steel Committee, those of Working Groups, those with
TUAC and special sessions with Mexico,

Informations of OECD Steel Committee are distributed only to the
countries attended the meeting as a rule, but the unified data for the
world such as statistics of capacity, etc. are of special signifi-
cance.

II, United Nations Economic Commission for Europe {ECE)

This provides a rare opportunity where the representatives from
free world and centrally planned economies gather periodically with
respect to the steel industry. Steel Committee of UN ECE headquar-
tered in Geneva covers all major steelmaking countries throughout the
world, and certain countries like Japan which are located outside the
region participate in consultative capacity. They have no right to
vote but in fact act as reqular members of the Committee.
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For many years, ECE is very active in the activities related with
the steel industry and holds various technical seminars and sessions
of Working Groups in addition to the annual meeting of Steel Committee
in auvtumn with study tour every year.

publications of ECE Steel CQommittes include Steel Market in X
year, which gives valuable data concerning the steel industry through-
out the world, Quarterly Bulletin of Steel SBtatistics and Statistics
of World Trade in Steel. o

IIT. United Nations Industrial Development Organization (UNIDO)

As a UN organization to promote industrial development, UNIDO is
an organization particularly concerned with developing countries. It
has a headgquarter in Vienna and started activities from January 1,
1967, after its establishment by Resolution No.2152 at UN general
meeting on November 17, 1966.

As regards the activities in the field of metal and metallurgical
industries, UNIDO selected steel and fertilizer as the most important
industries in line with Lima Declaration which aims at increasing the

share of developing countries in the world industrial production to

Therefore, UNIDO is very active in the field of metal and

metallurgical industries. The activities can be divided into opera-
tional direct assistance activities and supporting activities.

1. Operational Direct Assistance Activitiles

This concerns concrete and direct technical assistance to
developing countries.

a, Feasibility study or pre-~feasibility study concerning construc-
tion of new steel and plans

b. Assistance on regional or national level concerning long-range
plans for steel industry :

¢, Assistance to installation and operation of pilot plants

d. Advice on selection of iron and steelmaking processes and
facilities

e. Advice on rationalization and modernization of steel mills
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f. Advice on development and diversification of products
g. Advice on product standardization and quality control

h. Advice on technological transfer

i. Assistance to establishment of technical lahoratory and research
center

j. Cooperation. through. seminars and dispatch of experts
k. Supply of variouws informations and publications

1. Advice on raw material processing

2, Supporting Activities

This covers activities to provide indirect assistance on deve-
lopment and expansion of the steel industry through various semi—
nars, symposiums and export meetings.

At the second general meeting of UNIDO held March 12 through
26, 1975, in Lima, Peru, "Lima Declaration and dctivity plan con-
cerning industrial development” was adopted, and UNIDO secretariate
made broad reorganization as of January 1, 1976, to be more effi-
cient to meet this new development.

The Declaration called for special attention to the development
of steel industry together with other basic industries such as che-
mical, petroleum chemical and engineering.

In line with the guideline that the developing countries
account for 25% of the world industrial production by 2000, it was
envisaged that the steel industry in developing countries including
China produces 550 millien tonnes in 2000, accounting for 31% of the
world production of 1,750 million tonnes.

For this purpose, UNIDO calls attention to the following:
a. Gathering and analysis of technological and economic data con-
cerning development and expansion of the steel industry in deve-

loping countries

b. Study of problems and advantages of developed and developing
countries concerning steel production and trade

c. Study and analysis of possibility of regional relocation of

industrial production, considering changes in pattern of steel
demand and production capacity
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d. Provision of meetings and opportunity for discusasion and nego-
tiation between developed and developing countries with respect
to knowhow, technology, steelmaking machinery and facilities,
resources and markets

e. Preparation of long-range plans for progress of steel industry in
developing countries :

UNIDO held the second general meeting in Lima from March 12
through 26 and adopted "Lima Declaration. and activity plan for
industrial development". In its activity plan, it pointed out the
necessity and urgent nature of consultation meetings between deve-
loped and developing countries and pressed for implementation of the
goals for fertilizer and steel industries.

It ig well known that the Lima Declaration contains a strategic
objective to increase the share of developing countries in the world
industrial production to 25% by Z2000.

Of the industrial production, priority was placed on sector
approach on fertilizer and steel industries, and for. steel industry,
many meetings were convened beginning with preparatory meetings from
December 6 to 10, 1976.

This had been ratified at the April 1976 meeting of Interna-
tional Development Board (IDB) of UNIDO where it was decided to take
actions in the field of certain industries. Thereafter, IDB held a
meeting in September 1976 and established a gonsultation system by
forming secretariate consisting of governments, labors and consumers.

IDB is responsible for implementation of various decisions
adopted at the general meetings of UNIDO and also for inspection and
approval of plans and budgets of UNIDO.

Already several sessions of consultation meeting were held with
respect to steel industry and various working groups were formed to
study condition of raw materials and others.

Steel consultation system held the third session in September
1982 at La Guaira, Venezuela, where nearly 200 representatives from

46 nations attended.
Of the information submitted at the seasion, the scenario for

steel industry in 1990 drafted by UNIDO gecretariate is shown in
Table F-1.
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IV, International Iron & Steel Institute (EISI)

1IST is a private international body consisting of members of the
steel industry in free world and is headquarted in Brussels; Belgium,
The ingtitute publishes various valuable steel statistics and has
standing committees engaged in study and research in various flelds
such as steel technology, market development, raw materials, environ-
ment and labor, etc, Short-range forecast of steel consumption com-
piled by IISI twice a year receives high reputation.

V. South East Asia Tron & Steel Institute (SEAISI)

SEAISI was established in March 1971 and has its headquarter in
Manila, Philippines.

Members consist of régular members from 5 ASEAN countries and
Taiwan and supporting members of Australia and Japan. '

Being created in " commemoration of the 25th anniversary of United
Nations and in line with strategic objective to promote industrial
development through the former ECAFE of UN, the institute aims at
effective development of steel industry through regional cooperation,

Center of its activities lies in technological matters, and tech-
nical seminars and symposiums are held twice a year, in spring and
autumn, when its Board of Directors meeting and General Meeting are
held, and attended by many people. from both in and outside the region.

Plant directory, statistics data, news letters and quarterly

bulletins issued by the Institute are very helpful for understanding .
of the steel industry in the region.
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G« POSITION OF BRAZILIAN EXPORT OF PIG lRON, INGOTS & SEMIS IN
- WORLD STEFL

This Study on feasibility of a project to establish an integrated
steel mill to produce pig iron, ingots and semis for export as part of
the large-gcale regional development at Carajas, Braz11, necessitated
in-depth studies covering broad related fields.

-The basic concept of this Study was first to consider the feasibi-
lity of such steel production in Brazil as a kind of "black box®* and
position the Brazilian steel industry in the changing world steel
industry and then study the possibility of export of the ircon and steel
products’ in guestion. ‘This naturally cailed for a study of the present
condition of the world steel industry and possible changes of its struc-
ture 1n future and raised the question how the export of the Brazilian
products sghould be positioned in the world steel market. Therefore, in
the Study, various statistical data were used to grasp the present con-
ditien, and the facts thus found were made the basis of the Study.

Also, it needs be mentioned that full attention was directed to the spe-
ciality of pig iron, ingots and semis in the world trade.

Brazil is: considered for many years as a country of great promise
in the 21st century and in fact is gifted with unlimited possibilities.
The matter may lie in the process and schedule of their realization.

I. General Consideration

It should be menticned that the present Study on the possibility
of export of pig iron, ingots and semis with respect to the project to
establish an integrated steel mill in Carajas, Brazil was a very dif-
ficult one. The reasons are as given in Section A-V, As already men~
tioned, the export of those products is characterized by the fact that
thelr selling (export) prices cannot be determined on the basis of
production coest in Brazil but are governed by the prices of final
products produced from those intermediate products.

In addition, purchases of those products are strongly subjected
to management consideration of purchasers with regard to their produc-
tion flow. 'This is also true teo sellers. In the long history of
steel industry in the world, there have been a very few examples of
egtablighment of an integrated steel mill specializing in export of
plg iron, ingots and semis and their motives were also very limited.

Such condition has been already observed. It may be said that
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objectively there is only limited room for pig iron;, ingots and senis
exported from Brazil to obtain established position as merchandise in
the world steel market, and to make it possible, much efforts need be
made to make their prices strongly competitive and establish a strong
relation with overseas customers as reliable and stable source of
those products.

From the above characteristics of the products and the trend of
the world steel market, it can be said that it would be easier to
ensure the feasibility of this project by incorporating the production
of pig iron and semis under this project in the national policy of
harmonious progress of the steel industry in Brazil including protec-
tive and fostering measures than by designing the project for export
only. It is also esasier to control it as a steel mill in the country.
In this sense, it would be of significance to study the possibility of
this project as production of the products designed for domestic con-
sumption for the immediate future. Taking into consideration various
existing iron and steel projects underway in Braxzil, it may be said
that the objective condition of export environment for this Carajas
project is likely to ripen in the 1990s.

In connection with the production of pig iron and semis as part
of Carajas Project, it is expected that some calculation will be made
of estimated production cost of the products. But the project should
not be judged by the result of such calculation alone but needs be
considered from the point of view that the project, as expansion of
the steel industry, will have a big and dynamic effect on the national
economy. The desire of Brazil gifted with abundant natural rescurces
for iron and steelmaking to aim at export rather than domestic con-
sumption by utilizing iron ore and charcoal wood is fully justifiable.
If the project is helped by strong policies and, if required, protec-
tive and fostering measures of the government in view of the above, it
can be said that there is a possibility for export of the preducts in
gquestion in line with the structural change in the world steel
industry.

IT. Export Characteristics of Pig Iron

As already mentioned, pig iron which Brazil contemplates to
export is generally of marginal nature, and its international price
fluctuates widely depending on pig iron reguirements of user steel
companies and c¢hanges in demand and supply among manufacturing
processes.,

Price of pig iron is always affected by the price of scrap in

part, and in recent years, by the cost of sponge iron produced by DR
process.
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At modern integrated steel mills based on blast furnace~B.0,F.
route, pig iron for steelmaking is mostly in molten condition because
B.0.F.8 require hot metal and because this flow of metal between the
processes results in saving of energy.

Therefore, pig iron seld on the market as cold pig is destined
for use in steel-making by electric arc furnaces and open hearth fur-
naces. But, though rare, the integrated steel mills based on blast
furnaces buy {import) cold pig on long-term contracts as buffer stock.

As for foundry iron, its price is relatively high in cost because
steel mills in developed countries produce mainly iron for steelmaking
and only limited amount of foundry iron. ‘Therefore, import of foundry
iron has showed an increasing trend in all of Japan, European region
and the United States. Users of foundry iron require small amount of
iron with varying specifications. Brazilian production system based
on charcoal small blast furnaces is suitable to meet such market
requirement. Brazil has already developed pig iron industry for
foundry uses based on the charcoal blast furnaces whose products have
already shown competitiveness in the international market.

IT11I.  Export Characteristics of Semis

As already discussed, there are many patterns of cases where
semis are sold or exported, depending on the management consideration
and overall operation of steel mills at the time of such sale.

In order to enlarge and strengthen participation in the interna-
tional steel exports, Brazil has established a joint venture toc pro-
duce semis, called "Cia Siderurgia de Tubarao" with Italian and
Japanese counterparts, whose production capacity being 3 million ton-
nes per year, scheduled to begin operation by the end of 1983.

Patterns of cases where sale or purchase of semis takes place are
given in Section C-1I-1. &s far as purchase of semis by overseas
users. is concerned, special consideration should be given to the
following points.

a. When a user is in developing countries, semis must be delivered to
the user on the just-in-~time bases. Therefore, for assurance of
stable and adequate supply, purchase of the semis from domestic
sources 1s given priority and import of the semis is considerably
limited in the quantity.

b. Demand tends to fluctuate widely according to business cycles, angd

it is necesgary to give some extent of flexibility and allowance in
determining the quantity which the user is obliged to accept.
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¢. Integrated steel mills specialized in the production of semis may
be considered to be at an interim stage before installation of -
final rolling facilities and finishing facilities in addltton to
the existing facilities, :

IV. Structural Changes in the Steel Industry in Developed Countries
and Export of Pig Iron and Semis

As speclally stwlied ‘in Section B of this Chapter, restructuring
measures of the gteel industry is going on for its survival, in par-
ticular, in the United States and Buropean countries., The pattern of
restructuring varies according to regions and countries as seen in
Section B. Of the steel industry in developed countries, the U.5.
steel industry is at the crossroads as aptly described by AISI and the
strategies are so selected from the viewpoint of economic security as
to keep and secure a steel industry with capacity enough to satisfy at
least the minimum reguirements necessary for the national econony,

For the purpose, efforts are directed to the improvement of pro-
ductivity, pursuit of the highest efficiency and modernization, but
emphasis is placed obviocusly on the down-stream, rolling department,
in additien to the steelmaking department by introduction of con-
tinuous casting facilities for improved productivity,

The modernization of the up-stream, especially blast furnace
department has delayed because of extreme aging of coke ovens and dif-
ficulty of their replacement from environmental complication. Basi-~
cally the blast furnaces in the United States are small and old and
their productivity is low.

There is an ample supply of scrap in the United States and the
number of integrated steel mills eguipped with electric arc furnaces
in addition to B.0.F.s is lncreasing and the number of so-called mini-
mills depending on scrap is also increasing. .

Though the age structure of facilities of the steel industry in
the United States is rather heavy on older side, the production capa-
city is relatively larger than the demand at present, If the growth
of steel demand is slow as expected, the overall demand and supply
balance in the United States as a whole will not necessitate 1mpozt of
foreign steels as far as the quantity is concerned. ’

The question is this. Once the restructuring efforts of the U,S.
steel industry is completed in the 19803, isn't there a possibility
when individual steel companieg who cut or gave up their up-stream
department look for pig iron or semis from other domestic makers or
from overseas? :
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This can be conceived in the trend or qualitatively. But it is
extremely difficult to forecast when or to what extent such situation
will occour.

Strength of the U.8. steel industry in its behavior and perfor-
mance should not be seen too lightly and it is necessary to watch the
development in the 1980s.

The situation is same in Burope, and as observed in Section B,
there are going on rough waves of drastic restructuring of the steel
industry. In both the United States and EC, the production capacities
which can be operated economically are now limited because of price
drop due to over-killing of the world steel demand and cost rise due
to lower operating rate of production facilities.

In this respect, if the world steel market recovers and steel
price rises In future, the production capacities of marginal steel
makers will be activated. Then it will become necessary to compare
cost of the products from those marginal facilities and that of the
products produced by the steel mill specializing in the production of
semis in Brazil.

On the other hand, however, the restructuring plans under way
under the auspices of EC Commission include concentration of produc-
tion to efficient, high productivity steel mills and reorganization to
rational and specialized steel mills, discarding or cutting ineffi-
cient, out-of-date-facilities.

This implies a possibility of occurrence of unbalance among pro-
duction processes in a steel mill or among production processes in a
group of steelmills belonging to the same capital ownership, hecessi-
tating purchase of semis from others. The 1990s is expected to reveal
a clear direction.

As regards the USSR, the largest steelmaking country in the
world, as observed in Section B, the production of pig iron is slug-
gish and, together with low production of iron ore, poses a problem to
her steel industry. This is also true to the other Fastern European
countries. Their steel industry being heavily dependent on iron ore
supply from the USSR, the latter's low preduction aggravates the shor-
tage of pig iron in those countries. This has been always the cause
of their import of pig iron. In reality, however, the pig iron import
by COMECON countries has not been very large. This is because there
is a policy of COMECON to keep self-support of pig iron in the group
and 8o, the shortage of pig iron does not always result in the import
from the third countries.

The same thing can be said about semis. Constant efforts are

being made to maintain balance among products by adjustment of trade
in the region through Intermetal, and any unbalance is hardly
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reflected in increased import from the third countries. In thisg
sense, the USSR and other Eastern Europsan countries cannot be con-
sidered as either competitors or a big market to the pig iron and
semis to be produced in Brazil.

As regards developing countries, India, South Africa and
Australia are exporters of pig iron and/or semis. However, they can-
not be constant exporting countries of those products in view of their
past trend in steel demand and supply. Namely, they exported the
products sometimes in the past according to domestic demand condition,
It can be said that in future too, it is unlikely for them to plan
construction of steel mills specializing in the production of plg iron
and semis for export.
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Appendix Table Present Condition and Trend of Trades of
Pig Iron, Ingots & Semis

Export of Pig Iron and Semis by 10 Major Countries

(1972 - 1981)

—= Details of Import by Region —

I, Pigg ITON 4 & v v & v 4 o s 4 & 2 s « « « +» [7}-144
II. Ingots & Semis .+ . 4+ 4 4 & & & « 2 & 2« » [7]1-150

IIX. Sources of Statistics . & « v v ¢« « o « » » [7]-175
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I. Export of Pig Iron by Destination, 1972 - 1981

{10 Major Exporting Countries)

Code for Pig Iron: Major Classification 73.01 -
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11I. Sources of Statistics of Export of Pig Iron, Ingots & Semis

6.

7.

10.

Germany,'FR

France
Be lgium/Luxemburg

Italy

' Netherlands

UK
Sweden
hastria

usAa

Japan

Aussenhandel  Spezialhandel nach Waren und
Landern (Reihe 2)

Special Data of Customs
Special Data of Customs
Special Data of Customs

Maandstatistiek Van de Buitenlandse Handel
per Goederenscort

Special Data of Customs
Utrikeshandeln Utforsel
Der Aussenhandel Osterreichs

U.8, Exports - Schedule B. Commodity and
Country (FT 410)

Monthly Statistics of Foreign Trades
(Ministry of Finance}
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[A] MANGANESE NODULES

A. ORE RESERVES OF MANGANESE NODULES

I. FEstimates of Manganese Nodule Ore Reserves

Manganese nodules were discovered by R/V Challenger during an
oceanographic research crulse between 1B73 and 1876. The next B deca-
des were a period largely devoted to basic scientific research.

Dr. J. L. Mero's The Mineral Resources of the Sea, published in
1965, estimated manganese nodule ore reserves for the first time, thus
bringing them into the limelight as a new resource. This book divided
the Pacific Ocean into three regions — eastern, middle, and western
—- galculated the average coverage in each region, and estimated the
ore regserves from these coverages and from the sizes of the regions.
It was estimated that in the Pacific'OCean, throughout which high
coverages of high-grade manganese nodules are reportedly distributed,
their ofe reserves total approximately 1,700 billion tonnes, of which
nickel amounts to 160 billion tonnes, copper 8.8 billion tonnes,
cobalt 5.8 billion tonnes and manganese 400 billion tonnes.

Starting in the latter half of the 1960s, but particularly since
the early 1970s, research by research institutions and corporations in
various countries, and by international consortiums, has progressed
rapidly. This has included energetic studies in a promising zone
between the Clarion and Clipperton fracture zones, {also known as the
C.C. Zone), where manganese nodules are thought have the highest grade
and the densest concentration in the Pacific Ocean.

This work enabled many researchers to estimate ore reserves and
mineral content. For example, J. Z. Fraser of the Scripps Institute
of Oceanography, University of California, made estimates of ore
reserves (shown in Reference Table A-1) on the basis of 50,000 items
of data collected at about 1,500 locations. Simultaneocusly, he con-
ducted extensive statistical research, using large amounts of data,
¢concerning the correlation between the grade and quantity of nickel,
copper, cobalt, manganese and iron, on the one hand, and such con-
ditions as sea Floor sediments, bathymetry and the shapes of manganese

fAY-1



nodules, on the other, AFERNOD {France) also made estimates of ore
reserves, which, in general, do not differ much from ¥raser's figures.
However, it should be stated that the insufficiency of data on con-
tinuity of gquantity and guality, or perhaps secrecy imposad on large
volumes of data by private businesses, has left many aspects of manga-
nese nodule ore reserves unclear. A. A. Archer, the Agsistant
Director of the Institute of Geological Science (U.K.) pointed this
out at the 3rd International Ocean Symposium, in 1978, The results of
many research studies, however, suggest that the guantities of ore
reserves of manganese nodules that will be mined in the first phase !

are as follows:

Total wet weilght: 10-15 billion tonnes (Moisture 30%)
Nickel ;0 0.077-0.13 " {Grade 1.1-1,25%)
copper : 0.056-0.126 n { 0.8-1.2%)
Cobalt : 0.014-0.042 " ( » 0.2-0.4%)
Manganesea H 1.75-3,15 " { = 25-30%)

The following list compares the above ore reserves with those on
land (Mineral Commodity Summaries, 1981}, For comparison, the
reserves on land are taken as 1 in each category.

Eastimated ore reserves on land

Nickel 1-2 59,800 thousand tonnes
Copper : ©0.1-0.26 493,000 "
Cobalt 4-12 3,400 R
Manganese: 0.3-0.6 5,400,000 "

- If the above estimates are roughly correct, they indicate that
the ore reserves of manganese nodules are neither enormous nor minute,
compared with the reserves on land.. (A. A, Archer, 1978)

1) The period from about 2000 to 2050 when operations may conceivably
be conducted by initial-stage mining techniques.



Reference Table A-1 Ore Reserves Estimated by J. 4. Fraser

Recoverable Metals in Paramarginal Demonstrated Resources
(Clarion-Clipperton Zone)

(million MT)

In situ Amount recoverable at Es bimated
amount mining efficiency of: land
20% 40% reserves @}
Nodules b) 4,000-15,000 560-2,100 1,120-4,200
Nickel ©) 35-131 . 6.3-24 13-47 54
Copper @) 29-108 S 5.2-19 10-39 460
Cobalt ) 6.4-24 0.8-2.9 1.5-5.8 1.5
Manganese I} 706~2,600 120-450 240-500 2,000

Notes; a) Archer {(1978)

b) In situ nodules contain 30% water. Amount of recoverable
.nodules calculated on a dry-weight bhasis.

¢} Nodules estimated to contain 1.25% nickel; processing
recovery efficiency 90%.

d) Nodules estimated to contain 1.03% copper; processing
recavery efficiency 90%.

e) Nodules estimated to contain 0.23% cobalt; processing
recovery efficiency 60%.

f} Nodules estimated to contain 25.2% manganese; processing
recovery efficiency 85%.
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