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This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
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intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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INTRODUCTION

The Sezli Ixper:t Group psoposed by the Working Group Meeting on
Sceaarios which had mei in Alziers (3 - 5 December 1379) met in
Vienna from 3 to 5 September 1980 in order <o proviie guidance,
cerrect and amend the work of UNIDC Secretariat leading %o the
elaboration of the intermediate scenarios fcr the period up to

1990Q.

The meeting was atiended by members of the Small Zxpert Group
with the oxception of Mr. Lacerda and with the involvement of
Mr, Miksa who has replaced Mr., Firek.

I. ORGANIZATION OF THE MESTING

Opening of the Meeting

The Small Zxper: Group Mzeting was opened by the Chairman of the
UNIDC Task rorce on the Iron and Steel Industry. The Clairman,
Mr. R. Hocine (Algiers) and the Vice~Chairman, Mr. 3. Xollinger

(Federal Republic of Germany) took over ‘he meeting.

II. SUMMARY OF DISCUSSIONS

Consideration of %the paper "NIDO/ICIS.161 "Picture for 1985 3£ the

dorld Iron and Steel Industry” and tie paper UNIDO/ih1S.101/4dd. 1
"Yew Zlements for tne Preparation of 199C Scerarios'.

Mr. W.3. Cramer who was unable to attend the meeting had submi-ted
Ris remarks on the paper UNIDO/ICIS.161, in writinz. The remarks
were distributed to the participants of the meeting and taken into

account during the discussions,

A view was expressed that the range of the world ovevcapacity given
in the paper to be 300 million tonnes i3 hignly gquestionable. An
equilibrium or an overcapacity reduced to a smaller range is more
likely *o siar®t wi:h. However, a quantitative forecast wil. not be
prepared. Particular attention shouid ve paid %o imbalances in the
relationship supply/demand and particularly in the developing

countries,
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Sume speakers expressed doubts apout suitadiliily of the notion "crude
steel equivalent”., Therefore an attempt should e made o estimate

ossitle svpply/demand ratio in tonnage of the finished producis oreak-

Qg

down: long producis, flat procducts. The drea<-down should Te made on -

regional basis.

Ifficiency of she iroz and steel indusiry in developing countries should
he expressed in terrs of steel indusiry's contritutions to the growth

of engineering and steel-based indus<ries and overzl! economic develop-
ments, social costs and benefits instead of applying purely commercial
criteria of profitability, which differ from one country to the other
and from one region to the other. It was stressed, however, tha: tre
growtn of steel industry depends on profits from sales. Taszrelore,

minimum price of steel products should cover production costs.

Although it has Deen proposed to make 3 guantitative assessment of the
future strategy of demand on the basis of known behzviour of main
steel consuming sectors (constricticn, sar production, skip-buildinz)
it was also szated that an assessment of demand as proposed in the
paper UNIDO/ICIS. 141 (page 51) would de iime-consuming. Existing
estirates or simplified estimasions shouid %e made in order ta dzvoze

more time and effort to scenarioss of steel produciion.

Inadequate industrial infrasstructure in developing countries has seen
recognized as one of the basic obstacles on the way of developmen: of
the iron 2nd steel sector. Therefore, industrial iafras=<ructure snould

be regarded as one of the main variables,

Scme speakers saw a need for closer examination of delays of sieel
projects and iron ore mining srojects in developing countries in order
to estimate their impact on the supply of steel in these couatries in

1985 and later.

The point was made that trend towards self-sufficiency ci deve.oping
countries does not imply a lack of interest for internationmal marke:s
since there will be always an exchange of products. Cr *he other hand,
i: was stressed tiha: developing countries are notivated dasically by

needs of their domestic markets,
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It was noted that key elements contributing to the shortage in 1985

shculd be idertified in order to propose some preventive measures.

A Tiew was sxpressed tiat criteria of rentavility azd rates of risk
differentiated according to regions are going to influence policies

of bvanks and subsequently an availapility of financing.

Cne of the members cf the Small ixpert Group outlired methodclogy of
analysis of relationsnips between stieel i:tensizy (defined as ratio
steel consumption/GDF) and GDF per capita. The methodology migat
iead to an identification of comstant values typical for couniries

that is reflectiang a mature of their growih.

A doudbt was expressed about suitability of the Kondratiev curve (cycle)
for the purpose of elavoration of steel scenarios since it was regarded
to be applicablLe on the higher level of generalization comparable to

the level of Toynbee's and Spengler's concepts,

A pember of the Group expressed a view tha: increasing costs of energy
are zoing %o reduce ke share of steel produced tarsugh direct reduc-

tion route.

I+ was stressed that the final report shnould contain not omly scerarioes
for 1590 but also an analysis of key elements influencing a future
pattern of steel production particularly those which prevent expansicn

of steel production in developiag countries.

The point was made that the purpote of the work towards scenarios has
been tc highlight a norzative scenario and to elaborate alternative

solutions.

It was emphasized that the concept of "expertise” 1n the contex: of
work on scenarios implies both technical and managerial, administirative
and other skills.

The Small Expert Group has analysed the variablez proposed by the
Secretariat of UNIDC among which key variables should be selected
and main linkages between those -0 e formulated. The Small Ixpert
Froup agreed on the necessity of reducing considerably the number of

variables proposed and on regrouping them on seven identified files
to deepen. The most critical linkages should be gathered among

specialized orzanizations which have already ztudied sucn subject:s,
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AGRETD CONCLUSIONS AND RSCOMMENDATIONS

In line with the decisions taken in the Iron and Steel Irndustry Working

Group Meeting in Algiers (3 - 5 December !979) as

"There would be two priancipal <ypes of scenario feor 1993; the firs:
#ould be normative, settiag out the implications of reaching the Lima
target; the other would be exploratory showing possible altermatives
based on various assumptions. The two scenarios .ould de vased on the
pattern of 1985 and the problemc identified at this stage. The purpose
of the scenmarios should tve clearly defined in order to specif’y their
scope and nature. The purpose would be %o highlight the provlems
arising within the possible altermative future situations, and in
addition to offer proposals for their solution ard provide guidance
for national policy makers”,

the Small Expert Group bas discussed the paper "Picture for 1385" and nas

reached the following conclusions:

a)

o)

c)

"The Picture for 1385" wac accepted as a vasis for further work towards

scenarios provided:
i) the reduction of the world overcapacity figure:

ii) the bdreaking down on regioral %asis and 5y product :ype (flat

products and long produc:s) of the developing countries' deficit;

iii) the addition to the main causes of delay of seiting up new
capacities in developing countries (as given in the UNIDO paper)

of two points :

-~ insufficient infrastructure facilities; and

- important delay of comstructiow and offered level of production.

Shortage of steel in developing ccuntries estimaied to be in 1385
about 30 to 70 million tonnes should become a starting point of
scenarios for the horizor 1990 - 1992. 4&dithin the framework of the
noraative scenario should be elaborated recommendations aimed towards

an increase of production capacities in developing countries,

The zap in developing countries between supply and demand for 1260 - 1392
should be picked up from existing forecasts, compatible with the 1285
picture ard woulid not require additional 1avestigations other than

breaking down the gap into regions and by type of products (flat and
long)
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The Small Expert Group provided guidznce for the construction of itwo

scenarios for 1390 by:

a)

b)

c)

3.

Defining the “oliowing seven «ey elements ({iles), droadly represeating
tte causes of deficit in *he iron and steel production in the developing
couniries :

i) Jost and Financing

ii) Raw Mazerials and Znrerzy

iii) Technology and Research

iv) Infrastructure, Transpor: and Location

v) Development of Humaz Resources and Manpower

vi) Markets, Product-mix and Scale

vii) Project realization and Operation

Agreeing tha: the most important sub-items (basic variables) of the xey
files which affect the implementation of projects in the decision-
making, comstruction and operation pnases should be reduced in number
0 a maximum of sixty among 160 listed by the UNIDO Secretariat.

The mempers of the Small Zxper: Sroup nave offered to send to Ui
Secretariat their review and when possible their ranking of the

main variables to be considered in <he files.

fecommending that the l:inkages analysis of variables, both key elements
and sub-variables should concentrate on the most important faciors,

considering of course different priorities om a regional bvasis.

It was decided to zodify the time table of preparatory work as

follows:

a)

b)

c)

Drafts of scenarios for the horizon of 1990 should be prepared and
submitted to the second meeting of the Small Expert Group which should
be convened on 14 and 15 January 1981 in Austria (Vienna or Iansbruk)

Improved versions of scenarios chould be discussed at the plenary
meeting of the full Yorking Group in March 1981

The deadline of the work on scenariocs (readiness for the IIIrd

Consultation Meeting) is to be maintained.
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LIST OF DCCUMENTS

Picture for 1985 of the World Iron and Steel Industry (UNIZO/ICIS.151)
New Zlements for the Preparasion of 1990 Scenarios (UNIDO/ICIS.161/Add.1)

Interim Iepor: on sorld-wide Study on the Iron ard Steel Indus:ry
(Contribution to the World Iron and Steel Scemarios up o 1990)
July 1980 - Dastur Engineering International GmbH.

Contribution to the World Iron and Steel 1990 Scemarios. July 1980

Aide-Memoire - The Znergy Outlook with Special Reference io Znergy
Cost and Fuels and Materials (by Mr. A. Szpilewicz)

Remariks concerning the paper UNIDO/ICIS.161 (oy Mr. 'W.3. Cramer)
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