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The volume ard struciure .{ fle ntrel preducic used, ar well as the
growth rate of utilization and tre cronges im 1t siructure, are fundamen-
tally determined Y tlc seneral and indu: ,rial development evel of the
courntry concerned, and b, Lhc siruciuwre T odtnoanduntry. en the various
branches of heavy indusiry and macuine building are developea, the growth
rate of steel comsumptic: exceeus tne dynamics of industrial development.
With the changes 1n industrial ciruciure, with tie advsnce of the tele-
communicationc industry, 1sstrucents productson, elccironics, petrochemisiry,
the production of tertilizers and plastica, ard road vehicle production,
the growth of steel consumstion wiil graduaily lag btehind the deveiopment
of industry as a whole. Lith thias, the internal patieri of the iron and
gteel induatry will change, heavy scctiont ana rails being gradually
replaced by the production of plates, licsht sectiors, various finished
products, etc., and tne proporticn of alloy stacl will increase.

3teel consumption is furiher affected Ly such factors as geography,
the size of raw-taterials ard energy resources, climatic conditions, popu-
lation density, esiablished relations with other countries, etc.

The state cai play an impertart role in dctemmning, influencing,
and satisfying the demand for steel proauste, 4y reason. of state ownership
of the means of production in Hungary, tie stete controls the economic
processes, using tne righis of ownership. The btasiz of the central state
control of the economy and the main insiruent for implementing state eco-
nomic policy is the devalopment plan {or the naticral economy. in organic
part of plarning coroists of maintaining the natural (physical) balances,
which are esspacinlly important in %ne iron acd sleel industry, where about
90,’3 of the total output is planncd 1n lerng of physical units of measurement.
The balances for individual produact ;roups evaluate the regources available
to the economy ae & whole it cowpar:sorn with tne denurds of the various
branches. 'l'0 this ecxlent trey co-ordinnte production, Un the other
hand, the serve ag a basit f{ov macro-economic uecisions and measures to
determine implementation of tne plawn,. "1 this f1eld their role conforms
with the gercral order of economrc control, ir tne ~ase 9" directive con-
trol, the provisions contained ar trne plivrical balances determine the
reiations between erntetprices Yy meanc of direct insiruciions. If eco=-
nonic processes are indirectly regulated by the ctate (az is the case in
Hungary ), these balances detersare the otjectives, ihe achievement of which
must be assured by applying individual elements of the central relpsulation
system and by shaving their oxiant,

The main instruments by whick the gtate can influence demand for steel
products are : regulation of investment activity (witiin this, ithe determe
ination of budgetary inverimenis and regulation ol the part of the ernter-
orises! profite to te used for investmerij, state credit policy, the
central regulation ol domestic croducr prices, etc.,  4ll theue measures,
acting mainly or a long~term basis, are complementied by the relatively
short=tern regulation of turnover, c¢.:. financial measures influencing the
accumulation of stocka, condition: relatirr to the fivancing of working
capital, the 3ystiem ol cx ort=im;ort licences relyiny on sgreements on the
exchange of cummoditiea.
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In all casac when the order of magnitude of domestic consumption
does not permit the development of the iron and stcel industry in all ita
vertiocal stages, through the putting into operation of plants with opti-
mum capacities, the satisfaction of demands requirss Permanent internagt-
ional co~operation., Within the framework of international co~operation,
the individual phases of the individual process units in the iron and
steel manufacturing chain ( plant and equipment producing different end-
products) are built either temporarily or permanently in several countries,
A8 a result of the exchange of products and sections, as well as of the
distribution of production profiles among several countries, the restrict-
ions on domestic production cai be removed, A positive example of
harmonigation in this way is the activity of INTERMETALL.
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1) Imperispce_ of the_consumption of stesl produgss,
Yoeir_rele ip_econepig_growih [bv K. Kemény]

T™he volume of eteel production and the structure of aetallurgiocsl
products has always been a characteristic and important faotor
of the technical standards of a given aze. Technical progress
demands more and more steel, and rising technical standards
create the possidilities for developing and employing novel
metalluryical methods. For oxample, it wae the introduction

of the mass manufacturing of metaliurgical products that allowed
large-scale railway construction and the wide use of steamships
in the lest century. And rapid progrees in transportation contyrie
buted to the estadblishment of ma88=-manuracturing setallurgioal
works deuanding huge gquantities of baric b2terials. The inter~
relations of rising tecanical standards and metallurgical deve~
lopment resulted in the move than 500 mililion tons of steel

production, and in a wide range ol metellurgical products avelle
able in new, up-to~date fowms & 1 grades,

Between 1910 and 1968, world steel production grew roughly ten~
fold, and is now growing with lesser snd greater fluctuations
a% an annual rate of 3,6% on ite ocourse set by technioal world
standarde and human needs (Pigure 1) Within that, Hungery’s
steel production is growing at a rate of § per cent p.a. and
represents now 0,5 per cent of world output,

Generally epesking, the rate of growth is determined by in-
oreasing oconsumption, so we Bay say that a eteel production

of 600 million tons agrees with world requirements. Thise
quantity amounts to an average Oonsumption of 160 kg per capita.
But, depending on technical standards, on the development




FIGURE N2 1.

WORLD STEEL PRODUCTION
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level of oivilisetion and the differences between living
standards, consumption varies o Jatly by variou. counsries
aad continents. In some countries, e.g. the United States
of Americe, Sweden, Teet Germany, Ceechoslovakia, Canada,
the Soviet Union and Japan, per capits steel consumption
ex0eeds 500 kg. At the same time, there are oountries in
Asig, Africa and South Amerioca whose population amounts %o
sore than 50% of mankind, while stesl consumption there is
less than 20 kg per capita.

2) Tastere.delersinios.she.ues._the 8930039 sud.
830.9L.908_01_0500) _pIedushe

S%00) comasumption depends on a nusber of faotors ia svery
WOuAtTy. It depends on economic development, on whe level
ad struoture of the industries, first of all os those of
eagineering, on the living stendards anéd density of the po~-
pulation, on the demsity of steel-intensive servioce facils~
ties (roads, reilwaye, power 1lines, pipe-lines) snd oa ReRy
oWer factors.

But the closest correlation is found betweon steel oon~
suaption ami the development st ze and struotur: of Whe
industries. Mor example, it is not by chance that the
aforesaid oouatries show a 300 kg per ocapita steel oon=
ouaption. These countries have traditions of large-seale
industries, high indussrial stendards, end g consideradle
vYolume of heavy machinery production.

In his work "The Trend Line of Beonomic Growth and the Ro~
sonstruction Pericds", Ferenc Jinossy hes studied the
correlation between steel consumption and the growth of
industrial production, and hes worked out the ratio of she
volume indices of these two factors. Figure 2 shows the
quotient of steel consumption and industrial growth in the
United States end Vest Germany. The hulling curve of the



dote indicating the ratio showe a s%eep rise trowm 1880 till
about 1915. Numely, in that per:. 5d steei consur btion was
growing at a higher rate than industry iteelf. In both
countries the large-scale development of traneport facilities,
the laying of the foundetione of wodera lieavy industries and
machine buildiag, and tha dsvnlcprent of a modern armamente
industry with its great demand Lor steel taok place in that
period. The production of forged steel and castings took en
important place in metvallurgy at tbat time. A coneiderable
proportion of steel wee prodnced in Thomas and Bessemer con-
verters, and the steam-povered Opea mill traine were developed.
In locating metallurgical plaute, in whis period the amin
viewpoint was the proximity of raw materials. Manufacturing
plants wore slsc locaied around the metallurgioal ones and
this 1s how the great industrial cenires were borm,

Between 1910 and 1940, the growth rates of industry and steel
oonsumption practically ccincided. It vas in that period thas
the internal combustion ergines gained ground in addition to
steam engines, gnd that electric energy was widely introduoced.
The motor-car industry prospored: conl-based chemiocal engineer-
ing thrived, modern telecommuni. aticn engineeri ig began to de~
velop ae a result of pProgress in radionengineering; in short, o
change took place in the induetrial structure snd this required
fewer but more diversitied metallurgical products. Beside the
meoe maonufsoturing of rails, beavy sections and big forged
Pleces, products of intermediate and small section mille gained
prominence. The consumption or flat steal increased, mass pro-
duotion of novel steel types, cf special alloys etarted.
Hegewony in steel production parsed to the Siemens-Martin

technology, the semi-continuous and continuous methods were
developed in hot rolliing.
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Deginning in 1940, the descelding LUravad ~f 4n: ourve indie
cates that -he growth rate of 1 hotry accoler: jed inm coapar~
ison %0 steel consumption. Tacis were ercesvouis for a ooxe
intensive steel consumption, and for major structural changes
of the industry at the same time. The uea of stecl-inteasive
stezm cﬁginea was gltogethe: ri~hel 415 ¢ho broicgronnd, tele-
coumunication engineering, the manvtaoture of inestruments and
clectronios were gaining ground. The production of roed ve-
Licles assumed mass dimeneicus; the ratio of chemical engineer~
ing 1n the indusiry as a vhole grew ss a result of repid pro-
gress in petrochemistry, in the producsion of plastice and
Tertilisers; mecuanisation of workirg=processss cri sutouation
helped to eliminate hard physical labour and ihe Zevelopuent
of the masec-products industries proroted the inproveoent of
goheral living conditions. The eaking of steel-iatonsive ocn~

ventional weaponts Lost it:c importnnce in the aruagente
industry.

Mass produstion in metallurgy at this tiue was the result of
bigger smelting equipmen: wnd of ratlag 1oll trains coatisuous
and automatio. In steel producsion the oxygen-converter aethod
vegan to surersede the Siemene=""ar.‘r. technolo; 7. Withia rolled
steel consumption, the 14tic v. saw. wuool oxv.0d6d that of
s%eel Dars, the rutio of slloy steel typen was growing: metall-
urgical afterproducte such :¢ wire, gauged stiel, 2%0. were
"fed innreseinglv: novel vietallurgierl pmduvot: = l1ight pro=
files, bent profiles, welded mbes, ete. - perndisted She ye-
duction of weight and modernisgsion of sachinery and equipment.
In looating metallurgiocal plents, ooental loeationo asar the
large industrial centres ic €iven preference. The checp water
tranoport psrtly facilitates the suppiy of she sstallurgiocal
combine with raw material and partly helps the aale of metall~
urgioal produots on the world market.

As vwe have 8661, the stesl wndustry developed parallel with




industrial progress. Growing industries demanded more smd
better metallurgical nroducts. Jaxing uee of transport amd |
teohni cal tacilities brought at.out hy industry the netzl~ |
lurgical branch crasted larger plants, up-to~date machinery
and equipment. Ae a result >f -avidly srowing traffic, metal-
lurgical production tas uc longer limited to the steel re-
quireaents ¢f a given scuitry: throagh the sppeerance of
metallurgical products on tha world narket, pruduction grew
far beyond the national limice of the countrisee. Technical
achievementes in the industries, es well as economic require-
ments greatly sffectaed the progress of zetallurgical techno-
logy and its technicel staudards. The advanced m chine build-
iog industry allowed the euployment of ever bigger s uipmens,
and achievements in phyoios and chenistry became embodied

in metallurgy i1 more up~to-~date facilities, in a better
utilizatiop of energy and material. The result of the inter-
action between industriel ena aetallurgical progress was a

metallurgical basis that yields an annuasl steel production
of over 600 miliica tons,

Advenced and nvoragqu developed countries need no longer go
Shrough the way the presest viz industrigl countries have
ocovered. Fcr their induet-iali. ation they eitl )r need not
oreate a metallurgical dasie which is highly capital-intensive,
or they can build up thiv baeis from the cutset with such
aodern equipmant 18 meate the uast standards of our days.

£:¢ (bBie weans that la sheag aess the mte of industriali-~
sation can be sccelerated, and that their estarting large-

scale industries cen represent much more modern technologies
ant otandards than wore availaeble t0 the present big industrial
gountries in the initial portod o thelr industrialization.

The metallurgiosl vasis %o be crogted providae for the up~
to-date product pattern required Ly tue menufacturing
industries ¢nvisuged (alloyed stee) , mase produstion of Plates,
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afterproducts, etc.) since the transitionsl needs related to
infrastructure and indussrial location (e.g. rails and heavy
sections, eto.) ocan be procured from the world merket.

Beside the quantitative and qualitative standards of indultrln.
there are numerous other factcrws that affeot a given country’s
steel requirements considerably. Such factores are, for example,
geographical features, oclimetic conditions, population densisty,
political environment and aims, and so on.

The influence of these factors on steel consumption lsy be
charactericed by the following conclusions:

As concerns geographical features, it is not unimportant
whether the road and electrical network of a given eountry
ha® to %e estadblished in flat or mountaincus arees. ¥or is
1t wnimportant 1in this respect how inhabited settlemeants,
sources of rew material, and tke industrial dases procecviang
raw material, are situated in relation o one another, how
they are accessidble from road snd waterway networks that are
sasier to construot, or possibly from the cosst:

Geographioal features greatly influence also the economie

structure of a country, they influenoce the optimus Fa$io de-

tween agriculture and industry. ¥Within agriculture, they also
affect the possidilities of mechanisation. All these faotore

Ray have a substantial influence on the stesl requiremens of
the given country.

Sources of raw material and eaergy practically determine the
structure of the industry to0 be developed. The steel require~
ment. is different if a large amount of iron ore amd cokeadble
coal reserves are availedle, and different again if, say, the
preconditions for developing aluminiua metallurgy or the
chemiocal induetry are given.
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In connection with the climate, it must be mentioned thgt
there exist eesential diffsrences between territories in g
¢old or a warm climate in respect of housing, muintaining ine
dustries, conetruoting treffic, water end steam networke.

For exarple, tho density of population deternires the oxder
of magnitude of per capita road, railway, sleotriocal, gas and
water natworks.and there may be substantial differences ia
this respect. If these objeots serving infrastructural pur~
PO®es already oxist, and all thet is %0 bs done is sheir
natural replacosent aud asintenance, this deteraines steel
requirement in a certcin way; but shis requirement is 4if-

feront if a givon gounutry hase yet t0 duild up all these
feacilities.

Neithor are a country's relations sstedlished with 1t neigh~
BOUrs unirportant 1m vespeot of stesl consumptica. Sueh pre~
lations detcrmine ecomomie ¢ocperation and also affeet the
®means and the ~xtent deemed expedions for ensuring the givea
country’s defsnce. The steol requirement determimed by the
war industry of a country which - for politiocal or eeoncais
reasons - wishse to secure for itself a certain power posis
tion in the given urea, differs from the requiresent of g
country whioh wishus $0 concentrate its dozestic econoaio
potential mainly on the development of its national economy.

The steel requirement of a given country is often determined

in such a vay that the per capita eteel consumption of ea
econoriocally oocmparable ocountry is sst a8 the ain. In 8y opiatoa,
this can be regarded as a correct ®ethod only if 1t is possidle
to select & country where the development level and strusture

0f industry, as well as the other factores aoting on steel
eonsumption, are similayr. Generally speaking, it may be stated
that the economic growth of » country, including industrial
Progress and rising living standards, goes along with the
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growth in steel consuaption. Censegquenily, in a steadily
develcping ocountry als¢ the steel requiremant grows almost
oteadily. But, owing to domeetic eadowmments, the¢ rate of
growth differs from country to vountry, The oounclusion 1a
that it ir not expedient to coapare the trends in steel con-
aumption of a given country with those of another. The basie
of comparieocn cun caly be the domestie economic environment
whioch determinss the §rovth rate of sgee)l requiresent, where
the amount uf esteel Meiing 2uch requirecment oan be pus %o

ute with adequate economis etficiensy for serving produetion
and seoumulatioa.

The ratio of Hungerian steel consumpsion to industrial growth
is shown ia Figure 3. In this couatry the ascending slope

of the curve lasts till about 1938, i.e. steel consumption
grew faster in thet period thaen isdustrial production. This
is explained by the one~sided policy of that time whioh
pPrastically concentrated industrial developmens on she wachine
building induetry only. -

The bYeginning of the downward phawe of the hulling curve ie
Seen in the period hetswsen 1945 amMd 1950, 1.e. industrigl
growsh accelerated in comsparison to steel oconeumption.

Thie is the resuls of the socialist industrial developwent
policy. The production of precision snd tslecommuniocation
engineering i, becoming more important in Hungarian in-
dustry; the ratio of heavy mechinery production is decreastig.
The diesel and the long-distance bus programmes are proclaimed
for supporting modern tracsport schemes. hemarksble resulss
have been achlieved in Hungary in the development of chemiocal
Sngineeriag, including 8pecially the pharmaceutical industry.
Reduction of epecific ateel consumption was promoted also inm
this counsry by metallurgicel progress, especially by the

creation of the Danubde Iron Works producing a novel type of
Tlat steel.




FIGURE w2 3.

QUOTIENT OF STEEL CONSUMPTION AND INDUSTRIAL

GROWTH IN HUNGARY
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The trend outlined in the diagram may be reckoned with also in
the coming period. The csonsumption rate of metallurgiocal pro-
ducts will increasingly depart from the rate of industrigl
growth.

Hungary is poor in raw materials. Ve have no substantial iron
ore or cokeable coal basis for developing ocur ;teel industry,
We obtain the baeic aateriale for our iron and sheal making from
the CMEA countries, first of all from the Soviet Union on the
baeis of long- term contracts.

To define long-term demands with relative accuraoy requires
highly eircusspect work. If requiremsnts are overestimated,
the national economy has to make unjussified sacrifices (do-
sestic develcpment projeots, ensuring tke countervalue for
bssic materiale to be supplied by force of long-term contracts,
etc... And if demends are underestimated, setallurgy does not
support a balanced development of the senufacturing indussries.

Consequently, when long-ters requirements are to be defined,

all factors thet may substantially affect steel consumption
Bust be taken into aooount. The aforesaid interaction between
ferrous metallurgy and industry should not be referred to the
past only, it must be taken into aocount as an efficient means
also for shaping the future, Por example, a country like Bungary
which does not have the raw mgterial Dasis necessary for deve-
loping metallurgy, ehould preferadly shape an industrial
structure in which the 8teel-intensive branches gre developed
at a slower rate than those in which metallurgical products
only represent an ineignificant part. In addition t¢ such a
gradual alteratiom of the industrial =tructure, it should be
taken into gaccount that there are etfforts to improwe epecifio
material consumption resulting from the modernization of various

products, that changes are to be expected in the structure of
Betallurgical products, thet substitute materiale (aluminium,




plentics, glase’ aro employed increasiugly, that the mechani cal
properties of steel producte gre imuruving, ete. In 1eveloping
therefore the Rungariwe iren and steed industry, great emphasis is
laid on thae Liarmony betweer changes in oroduct pattern and those
in industriul eiructure. Ve want to Create the possibility that
the share of alloyed steal ahould reach 10-12 per ceat in
utilization and that of pPlates 43-52 pav cent, We prefer deve~
lopment of the production of fine rolled goods, fine plates,
light and bent suctions, gaugod steel and welded tubes.

i we Bucceed in 2ultebly influencing these factors in the
national~economic pPlans, we nay increasingly take into account
the trend that the dynamnic growth of indus*ry ae a whole can

be entured with a eteel supply increasing at relatively slower
rate.

Tn shaping the long~term plane of the nationsl economy, we
wish to pay due regard tc what has been esaid in the foregoing;
a8 a consequence, we may attain higher industrisl standards
with a substantially lower per capita etoel consumption than

ie the case with other advanced industrial gountries of g
different industrial structure.

The result of the afore-mentioned tendencies is the saturation
of steel consumption, which means that per capita steel aon-
Sunption no lenger increasas suvstentielily beycnd a given
level of industrial development (it only fluctuates on g rela-
tively high level). Por @xauple, in the United States of Ameriocs,
PeTr caplita eteel consumptiocn wes a® high as 624 kg in 1852, whio
i more or less ths eame a3 present consumption., Cur cal cul g~
tion ie that the saturation liwit in lungery will be 450-500 kg
per capita. We wish to develop our metallurgical Capacity,

to Jetermine the ralaved irternational cooperation accordingly,

and to influence the consunption of metallurgical products
by various means ir, thie senas.
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Hext we wich to desl witt the mathods ap nliel 44 Hungary by
the state for plunning “emend and for inlluencing the sgtis~
faction of domand for eteel.

i.¥ne stete_iu delimunr, intlvencing

Ying _demargs  iny v,

rhe calculatione relasiag to ihe grow.l ot consumption, to
the trends in the growih rute and the structvyz, ars not
werely of pcogiostic nature. hrough the stase rwnership of
the means of production, ths stute - cxafciaing tue righte

of the owner - c¢contro:im the esconomic pric-aceds. ‘‘he basis

of the central state control of the .conorv, the pineipal
seane of reallzing the economic policy of the state, is the
development plan o1 the national coonozy, It lays down the
prineipul economic targete, ®hepae She ecoiiomic-political
attitude. It daterminse tho rate of economic dievolopmeat, the
teadencies o ecouomic »»FOWth, the taigets of econcmic deve-
lopuwent, the principai nationnl-seonomio proportions, the pre~
conditiony and requirvements of economic squilidbrium, the key
taeke of inveatwent, dovelopwent policy and tezhnological
development, the principal proportions of perticipating in
the internationsl division or labour, 1its fields, methods,
eto.

Al Be~cndik |

8) Th!;xels-si.na&uxa&-L&bx@isaéiwba;esgga-1n-n!§sllxata
Intlzeqsiac-géé-ﬂa&i!!xégs-ésgaaéﬁ

Natural (phyeical) balencas ferm integral parts of econony~wide
planning; they expree®s in natural umjte of measuresent the re-
Sources available to the various grouns of products, and to
the economy ag g whule (resources meening hoze production and
imports); on the other hand, they sxpress the ruquirements of
varioue economic brancheas, as well a8 export possibilities,

The natural balancee uake posaible to etudy, in physical terwe
the level, rate and structure of industrial prodvction, the
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waterial foundations of investments, the harmony between pur-
chaeing power and commodity reeerves. In this way these halances
help us in coordinating the plane relating to the development

of various branches of the ngtional sconomy, in asseseing the
conditions of demand and supply, in taking measures for estadlieh-
ing and maintaining a balance betwesn demand end supply.

The role of thase balances is especially important in ferrous
aetallurgy, where - by observing 20-25 product groups - gbhout
90% of the production of thie branch are planned in phyeiocal
terms. (Among these products are e.g.3 hot-rolled steel bars,
unalloyed steel plates, hot-rolled steel tubes, cold~-rolled
steel wtrip, tin-coated pletes etc.) So these balances of metal-
lurgical products present the proportions between resources and
needs, and in this way provide exiensive assistance for explor-
ing the equilidrium requirements of interrelations, proportions
(or disproportione) existing between the growth of metallurgy
and the growth of industries processing metallurgical producte.

But the role of physical balances is not exhausted in the co-
ordination of production, They play an iamportant pars in shap-
ing deoisione and messures which determine the implementation
of plans. Their role in this field is adapted to the general
crder of eccnomic control. In an earlier phase of planned
esoconcmy, the neede and the resources serving their satiefaction
= &8 defined by the natural balances - reached the enterprises
in the fora of compulsory inetructions. In ths Aational-
sconomic balances dealing with given steel products, it was
laid down on the basie of the assuaed production etructure of
the ueer branches and on ihe basis of aggregate norms of ex-
pected consumption, what quantity, eize and grade of steel
products they might make use of, and from what sources they
were allowed to procure them. The estimates of the balance
appeared - through the intermediate controliing bodies - in
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the enterpriser in the form of compulsory instructions. Thus
the physical balances distributed the steel rroducte avail-
able from home production or imports by means of administra-

tive methods, and regulated tne relations between suppliere and
customers in g directive manner.

At u result of the reform of planning and economic control,
the natural balances loet their function of officially
dietributing products. The present economic syster starts

from the assumption that if the general equilibrium condi-
tions of economic growth are ensured, the official, administra-
tive interveantion of the central Planning bodiee is neceseary
only ia exceptional oases, and only to a relatively limited
extent. Therefore, under the present circumstances of aontrol
the national economioc plan defines nc partial tasks for the
economic units. Based on the national plan, a regulating
éyetem i® being sheped under whioh the financial interests

0f enterprises sgree in their chief aspects and trends with
the intervets of the national economy as a whole. In this

way it is to be expected that decisions reached in the enter-
prise sphere, the econcmic processes taking shape there, agree
in their tendencies witn the course and rate of development
laid down in the national plan.

Consequently, the calculations contained in the physical
balance do no more mean ~ in their majority at least - d4i-
rect commands to the economic uaite. And so the balances

are a basie not for directive control, but for economic re-
gulation. They define the targets, whose fulfilment must be
ensured, by employing the various elements of the regulating
éyetem, through determining the correct extent of the regu-
lators that epecially act on the turnover of given products.
(At the eame time, the balances provide a footing for ex-
ploring as to where, what degree and what type of administra-

tive regulation may exceptionally be necessary in the field
of product tumover.)




The physical balancer fulfil this function first of all in
the course of annual planning. Within the ecope of medium=
and long-term plauning work, the fcllowing functions of these
balances are of importences

- laying the foundation for decisions relating to the
formulation of domeatic davelopmert courses, defining
concrete investument targots. In the dietridution of
the means of state investumente, a»s well a8 in the course
of shaping regulators that determine the megnitude of
development fundes accumulating in the various branches
and belonging to the sphere of enterprise decision, it
is of importance to ascertain - on the basis of the
natural balances - the order of magnitude of domestio
desands to be met, and, generally, what is the state of
equilibrium if the rescurcer and consumption sides of
the balance are confronted.

= laying the Zoundstions for conceptione relating to
internationel cooperaticn. Planning in physical terme
blays an important role in the preparation of plan-coe
ordination and gf agreements on the internetiongl
exchange of goods with the CMEA countries. It permits ome
to decide in what fielde and to what extent the poss i~
bility is given for intensifying international oo-
operation, or whers this neceesity arises. Physical
balance® suppiy important inform tion for developing
the various forme and method® of international coopers-
tion. This function of the balances 1is getting more and
more important a8 the integration processes between the
CMEA member countries proceed and foreign trade as well
a8 cooperation with the other countries expands.

L2 X

b) Keans of the etate for_ipfluencing_dsagnds

The state, as the owner of the means of production, is in




command of several economic mweans in whose possession it ocan
oxert a docisive iafluence on tha trends of dugestio denands
for steel products., The firet to by mentioned apong these is
the state regulation connected with investments.

Uver s longer raunge the trend in the demande for steel pro-
iuots ie basically determined by tha rate and course of econonie
development, by the structural changes of the economy a8 a whole,
but particularly of industry, i.e¢. in the lest snalysis by the
volume and distridution of investsents. The amounts available
for investment, their distridution among the productive dranches,
is determsined by the state bodiee directing the nationsl econowy.
State-financed major invessment projects are listed by items ia
the national economic plan and, based on separate decisions,

the plan defines the central development progremmes which en~
Sure a Speedy realisation of the primecipal targets of techni~
oal progrese; the extent of budgetary allocetions and subsidies
to be given to enterprises for irvestment purposes are aleo laid
down in the plan with a detailed statement of purposes and sums.

The other source of investsents is the developaamt fund of
eaterprises. But the enterprise incomes, and the funds %0 de
created from shem for investaent purposes, are regulated by

the state through financial means in such o way that the volume
and structure of the own fuands of enterprises aveilabdble for

development purposes should agree wita the intentions laid dowmn
in the plan.

The credit policy of the state is s further means of influenocing
enterprise developwent conceptions. The conditions of granting
oredite, the prefeiences and restrictions employed in the ocouree
0f realising the oredit polioy, are determined oentrslly. Credis
facilities existing within relatively wide limite are distri-
buted by the central bodies among the branches of the national

economy, and for concrete development purposes of major impor—
tance.,
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Through the stute regulstion of investment astivities it nay
be mrxpucte) thut the evtent, davelopment rate and internal
structure of tho produciion of steel-consumer branches will
coircide in their serdencles with the voacepss of the national
plan.

A further important means of inlluencing iemends by the

state ic the “tate price »odiocy and the cantral control of

the Jomestie prices of produsts. The home prics of metal-
lurgical products is limited by official regulations. The
central determination of the prioce ievel, the relative
pricse of metallurgisal producte to ome another and to other
prciucts, the recessary modilicatica of thera price proportioms
and of ths various factcrs affecting price tronds (such as
customs duties, turnover *sx, ®tate prioce subsidies, ete.)
accordiug to tne condiiions of demand and supply, offer poe=-
sibilities tu the contrel bodiss Jicecting produet turaover

to influence deman? according to the netional plan.

Meamne of tke state for determining demand cver a longer range
= such a® the rezulaticn of invastwmang sctivities, regulation
of enterpriec incomes, prescriptions relating to the distri-
bution of incomee, the ceatral price yolicy, etc. ~ gre comple~
mented by relatively ehort-range regulation, such as finanoisl
measures affecting the building up of recerves, prescriptions
relating to the finencing of cirvculating tunde, the system of

export~import licencas relying on coaomodity-exchange agree-
ments.

Thees method:z of regulstion zre ueuelly adequats for influeneing
the demani for stesl products, for keeping them within the
predetermined limite. :ut there nmay emerge cases in vwhich the
maintenance of the demsnd-gnd-supply squilibrium cannot bde
expected in a given field from the employmert of general economic
means of regulation velid for the sconomy as a whole, and wherse




epecial regulation acting directly on a given preduct is not
deeirablo for some reason. In sueh cases the state ocan enforce
the fulfilment of plen targets by the employment of excoptional
adninistrative measuree, i.s. inetruotions, vy rotting duotaﬂ.
Qut of central intereste these €lve preference from resources

of limited availability ‘compared to demands, to a definite

sphere of consumers; they fully meet the demands of the latter,
and concentrate shortages to fields which are the least problema-
tical a® concerns central interents,

The influencing of demends is carried out for the most part

by economic means which are taken into account in the nationsl~ -
economic plen, and in certain ceses by means of complementary
adainistrative measures. Determination of the system, form and
sxtent of special regulators affeoting the turnover of given
products 1is based on g definite set of assusptions. These
regulators induce the expected effect only if the various
factors acting on turnover develop according to the sseuaptions.
Yot these factors aie in incessant wovement, and it say bappen
4& a oonsequence that a regulator dafined correctly in the
course of planning later produces an effeot contrary to ex~
pectations. Operative meagsures tay become necessary for relaxing
teneions which emerge during the execution of the plan and

could not have been foreseen in the period of planning (e.g.
putiing into operation productive capacities at a time other
than lpid down in the Plan, forces of nature, essential shifts

in domestic or foreign market prices, difficulties of imports,
or other reasons).

A continuous obeervation 0f demand-and-supply conditions, in-
formation to be drawn from these, disclose the necessity of
taking measures. Por preventing tenaione, or for relaxing
existing tensions in such cases, the organs of the state di-
recting the economy can iutervens in the developing processes
by means of various Reéssures affecting prices, finances, credite



and oiroulation, by an operative modification of the economioc
regulating system, in order that ‘he meeting of demands should
be smooth and continuous, that it be in sonformity with the
aims set in the national economic plan,

o) The_pl:ernatives of meeting depapds

When the order of mgnitude of demands has been outlined oa

the basis of the national-economic development plane, two al=-
ternativee may be coneidered for meeting demandse: the increase
of domestic metellurgical production, or the importation of
aetallurgical products. (Needless to eay, 1t may happen in the
course of planning that the order of magnitude of exieting de~
mends would require such an axtent of metallurgical investaent,
or inorease of imporie, no would erceed the available material
resources of the country. In such a case, the development esti~-
mates of branches using metallurgical products must be revised,
and such a devalopment rate or etructural changes of consumer
branches must be laid down at which the emerging demande can

be brought into agreement with available resources. In the
following we speak of tais latter case.)

Decisions on the development of metallurgical production are

in mont cases inflnenced by objective faotors such as svail éble
natural resources, posaibiiities and costs of providing raw
material through imports, the capitsl-inteneity or development,
the harmony between the optimuw scale of production units to

be put into oparation and domestic consumption, and so on.

In the following we ehall exclude from our deliberations the
two extreme cases in which

= all conditions are given for a rapid, fully vertiosl
development of metallurgy and the demands of the pro=
ceseing branches can be satisfied with domestic notﬂr-
lurgical products,




= 80 ooniition whateoever car be provided for the deve-

lopment of mtallurgy, and the increasing denands sust
be met entirely by importe.

We start from the premise shat the basic mteriale necessary

for development (iron Ore, ooke, and coking coal) oan be
sasured from domestio sources or imporse in relatively economt g}
waye, asd that the capital required for development is availedle
%0 an extens proporsionate o genersl eoconomic developaent.

But even under such circusstances, the problea existe in aany
oountries that the order of Rgnitpde of home consumption does
ROt perait the full-scope developaent of Betaliurgy by putting
into service production cspacities of optinum sise.

If the order of Sagnitude and the distribution of consumption de-
ssnde differs froa the technicsl optimum of production, this
inpedes

= the creation of Rarmony between the succeseive vertical
Phases of setal lurgy,

~ the shaping of sound proporsions between the various
SYpe® of rolled steel (bars, plates, tuber, sto.),

= %o moet economical variability of sections (eises,
§rades) %o be ailled on various roll trains,

The solution of these problems is usually impossidle by employ-
ing the oconventional methods of foreign trade, within the lisite
of foreign-trade oXchange of 00asodities, or this would ot de
safe enough if longer periode have %0 de Saken into acoouat.
Henoe the most econoatcel estadlishmens of harmony between pro-
duction and desends Tequires the lifsing of the constrainte of
domestic production in the framework of internatiocsal production
oocperation and specialisation,

Ry
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One form of production cooperation might be a schens whereby
cestain verti ally related phgses of metallurgy : re being
built up temporarily, or poesibly Lastingly, in different
countries, In Hungary, for exawple, the capacity expansion

of roll traine milling finished products wa6 effected at a
quicker rate in the 60'a-in order to meet the demands on
steel products as sonn ae possible - then the expansion of
tho precediag phases. Namely, had w9 wented to base the in-
c~onse of finished products on domestic semi-finished products
supply, this would have required an enlargement of the entire
matgllurgical cepacity in all its veriical phases. On the one
hand, this would have delayed the putting into operation of
finished-goods capucities, and, on the othar hani, would have
1nvolved additioual investment turdene which would have drawa
excessively on the country's ecoromic resources. It wage an
economi cally more favourable soluticn to ottain sesi-finished
products from neighbouring countries within the scope of in-
ternational production cooperation urtil the domestic vertical
equilibrius was establiched. The countervalus of imported seal~
f£inished products was provided bty the working roll traine
putting cut finished producte. This solution wa® edvantageous
aleo for the cooperating partner. recavee 1% ter srarily sade
possidble to satiefy incresasing domestic demande without aetting
up new roll=trains to produce finished goods, and gerely by
building up the first veritiocal phases of metallurgye.

A probler of different nature may arise in the case where
thers in an overall agreenent between domestic production
copacitiet aad demunds, but there 18 no heraony testween the
capacity of individual voll-trains and the demand for goods
that can te produced by the given rolli traine. (F.g. there is
excess of bars and esectioa Gtesls and a simultaneous shortage
of the same extent in plates, or vice versa.) If there is
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lasting international production cooperation and a coordinstion
of production conceptions, this contradiction can be resolved.
It is, namely, conceivablce that 2 ;jiven country wats into ope~
ration a plate roll train which 1s optimal from the technical
point of view vut in excess of domestic demends, while another
country does the same in respect of bar eteel production capa~
oity. in this case the volume of Ddars and plates production in
excese of Jomestic deamands can be exchanged on a mutual basie.

The third type of tension may result from the cirocumetance that
the demande raised toward a given roll train appear in such a
wide distribution in respect of the eise and grade of the pro-
ducte that this impedes the establishment of the techniocally
optimal nusber of products to be turned out by the given roll
train. At present the number of the types of rolled goods used
in the industries may be put at about 15-20 thousaad. The turn~-
ing out of products in such a rich agesortaent permits an eeono~
mical exploitation of production only if the production volume
reaches an order of magnitude of several 10 million tons. In the
oase of countries with a smaller productiom capacity, the satis
faction of domestic consumption demande by such s wide assord-
ment can only be solved if the nusber of types produced by a
given roll train is increased to :simum. But th.e involves that
for a large number of products the quantity produoced in one pro-
duction period drope below the economicel level, and that the
ton/hour output index shows unfavoursble values for the givea
capacity. International production cooperation provides the
possibility for the partner countries t0 specialise in the pro-
duction of types that can be manufactured by given roll trains
with the most favoursble technical indices, and to satiefy their

demands through compensating, mutusl deliveries, through the
exchange of produote.

In order %o @olve all the thres types ¢f problems, Hungary
hae for some fifteen or twenty years practiced bilateral oo~
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operation witk several CMEA countries. The expansion of this
cooperation has increa®ingly rai-osd the neceesit ' of making this
coopsration multilateral. Por a better satiefaction of needs
arieing in the field of metallurzicnl products, for developing
more efficient forms ot cooperation between the metallurgical
Lhdustrias of the various countries, for a more rational ox-
ploitation of given production capacities and for improving the
technical end economioc standarde of production, INTERMETALL was
set up in 1967 upon an initiative of Huugary. Several European
CMEA countries take part in the work of INTERMBTALL.

It is among the tuske of INTERM:TALL to organize the exchange

of metallurgical products between the member countries, to or-
genize the optimum exploitation of temporarily free capacities

in given countries, to draw up recommendationts for making availabie
baeic or semi-finished producte necessary for this purpoee. This
Joint enterprice is engaged in operstive notivitiees for mobilising
frogen stocke of rolled steel, and make® poesible their utilise=
tion through organizing mutual information.

It is among the taske of this joint organization tc draw up
Buggestions for coordinating the modernizaticn of investaents
tod exieting equipment, Lo avol- 'ng duplieatior or production
capacities, and for expanding capacities that do not meet the
donestic neede of the member countries. Tn addition to coordi-
nating the developwent estimaies of the member countries, the
responeibility of this body i& to develop joint methods for the
optimum exploitation of existing production equipment, for go-
ordinating the detailed assortwent etructure of plans relating
to wetallurgical produoction, for coordinating development pro-
graming. The Complex Programme of the CMEA, relating to the
integration of the member cvuntries, created favourable oondi=
tions for making the activities of INTERMETALL more efficient.

A turther expansion of cooperstion, = higher degree of integra-
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tion, is inoorporated in the recommendations now in progress
which envisage the expansion of metallurgical capmeisies
through the joint efforts of the meabder countries conoerned.

+ ¢ <+

™he instrusents used for aseeesing, influencing and satisfying
aseds cre applied in Hungery under such conditions where the
B0ans of production are in state ownership both ia setallurgy
ead the user dranches. Nevertheless, it follows from the aature
of these instruments that cersain elements of the eontrol syoten
Cas %0 also applied in oases when the scope of state ownership

is marrower and ecsbraces oaly the setallurgical plante oy









