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(a)  Crude m d  rol led s t e e l  

1. The ChFnese People's Republic produced 31.8 million 
tons of crude s t e e l  anti 22.1 n i l l i o n  tons of ro l led  s t e e l  in1978  
(see Anne:: I). This made it the  vorld's. f i f t h  biggest s t e e l  
producer, a 3 e r  the USSR, the United States,  Japan and the Federal 
Republic of Germmy. However, per c;tpiAa output was a mere 33 kg 
of crude s tee l .  

2. The big (34:; ancl 35:; nore than i n  1977) incr'ease in  
crude and ~ o l l e d  s t e e l  output in 1970 provides proof of a return 
t o  more s table  economic devclqnent a f t e r  the  domestic turnoil of 
the  l a s t  fev  years. The appeal f o r  competition between steel 
trox9cs nadc a t  the March 19'77 "ITatiMal I4etallurgical Industry 
Conference", the  replacement of the leading o f f i c i a l s  in  the  
Kinistry responsible for  the netal lurgical  industry, the  re turn 
of vorkers disnissed by thc "ban2 of fourw, the rat ionalization 
of production and administration and greater professional pride 
have resulted i n  much f u l l e r  use of the  e r l s t ing  capacity - more 
than 90,; in several plants. It was part icular ly  high in the 
small and ncdium local  p lents ,  rhich f u l f i l l e d  t h e i r  annual 
ta rge ts  f a s t e r  than ^heir bigger rims. New proauction ca ac l ty  
came on stream f o r  the  production of crude s t e e l  a t  Penchi 7 2nd 
oxygen conversion stee1worl:s) in August 1977, a t  :.lachang (oxygen 
coverslon of steelworks) in I~ovember 1977 and for the production 
of r o l l d  sceel a t  Yuluchang (cold ro l l ing  mill) in December 1978. 
Thanks t o  * a s  additional cepacity, the output of crude and rol led 
s t e e l  w i l l  r i s e  again i n  1979 though l e s s  impressively. Judging 
from the achievements during the first half of the year, 

T h i s  docuaent includes: 4 Annexes 

(1) For the reinforced meeting on 6th and 7th December 1979 
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P I A T O  C O N F I D S M T I A L  

production of crude s t ee l  w i l l  probzbly reach 34.0 million tons 
I : and rol led s t e e l  24.0 million ton& in 1979. This is higher than 

the planning targets  by 32 million tons for  crude s t e e l  and 
23 million tons for  rol led steel .  

(b) Ornanization of crude and ro l l ec  s t e e l  ~ roduc t ion  

3. The CPR produces mainly current s t ee l s  a s  the following 
production pattern shows: 0.. t o  70.: Piartin-Siemens steel, 
576 t o  1CG acid Bessener s t ee l  anti 15,; t o  25:'; oxygen-blmm s tee l .  
Production of e l ec t r i c  s t e e l  i z  m a l l ,  between 5;. and 10," of 
crude s t ee l  ou t, and concerns essential ly high quali ty and 
special s t ee l s  'S" by way of c o ~ ~ ~ i ; o n ,  here a re  a few percentages 
f o r  e l ec t r i c  s t ee l  production i n  1978: Federal Republic of 
Gemany 1 4 . 4 : ~ ~  G C  23.0,;, Japan 23..9:, United States 23.32, 
U S R  lo.@;, GLIR 22.&, Bulgaria 2j.X. a d  Romania 15.5%). The 
small e l ec t r i c  s t ee l  output is e:rplained by the chronic shortage 
of scrap metal i n  China, vhich i s  i t r c l f  a ref lect ion of the  low 
leve l  of industrial ization.  Output of special al loy s t e e l  and 
high alloy s t ee l  is  insufficient  t o  meet the grov;ing national 
needs. 

4. Rolled s t ee l  proc?uction i s  concentrated essenA&ally on 
the manufacture of r a i l s ,  girders,  sections f o r  agr icul tural  
machinery, heavy plates  and sheeis and welded and weldless s t e e l  
tubes w i t h  a m a x i m u m  diameter of 720 m. Production caoacity is 
insuff ic ient  for  t i n  plate ,  gevanizecl and synthetically covered 
plates ,  d~ sections and. ~ r c c i s i o n  sections. The bot-fie-neck 
for  plates and cold-rolled s t r i p  s t e e l  should gradually be over- 
come a f t e r  the  ins ta l la t ion  a t  ;tuchang in  December 1978 by the 
Federal Republic of Germany of a cold ro l l ing  m i l l  with a 
scheduled capacibj of 1 million tons a year  of cold-rolled s t r i p  
s t e e l ,  inclucllng 750,000 tons a year of vehicle bodywor!~ plates ,  
150,000 tons a year of galvanized i ron and 100,000 tons a 
of t i n  plate. Since this plant  has no dis t r ibut ion n e b m  %,,I. , it 
i s  linked t o  the hydro-electric s ta t ions  i n  Hupeh province. In 
pas t  yews,  frequent dry periods have led t o  power stoppages and, 
consequently, t o  production lo-  -ses. 

( c )  TechnoloRical leve l  of the plant  

5. Vith a fern exceptions ( l ike  a t  ~uchang) the  CPR*s i ron 
and s t e e l  industry plant i s  very old-fashioned. Many of the 
installations were bu i l t  i n  the 40s Jnd 50s, and some even earlier 
i n  the 30s. and have barely been nodernized since. The iron and 
s t e e l  f e c i l i t i e s  used today (blas t  furnaces, Ikri3.n-Siemens 
furnaces, ro l l ing  mil ls)  were mostly s e t  up by means of Zoviet 
technical assistance and machinery. tmen the Russian e-xperts rrere 
uithdram they often took ~5th then the  documentation and expansion 
blueprints. It took the CPR a long t ine  t o  build s t e e l  plants on 
i t s  ov?n. Hovever, China i z  a long ?.'i?y from the Soviet Union's 
technologfcal level ,  and even -**her of course, from that of the 
inaustrial ized Xestern countrfes. A measure of the technological 
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N A T O  C O N F I D E N T I A L  

backwardness is t h a t  China still  use- the  technically simple 
Beasemer process f o r  s t e e l  prodxcSon, whereas i n  the ::ost and 
other CormJLmist countries t h i s  process is rarely  used and, where 
it is,  it accounts f o r  l e s s  than 5:; of t o t a l  crude s t e e l  output. 
Technological out-of-dateness a f fec ts  all the i ron ore mines; 
accordhq t o  Vestern steelmen, "&c i ron  ore enrichnent f a c i l i t i e s  
a r e  l i k e  those used i n  the \lest " a r t y  years ae;o. 

u. The CPR i s  greatly interested in 'Western manuiaoturing 
processes par t icular ly ,  oxy en-bottom blasting, vacuum melting, 
electro-slag remelting (ESR 7 , continuous casting and cold ro l l ing  
of s t ee l ,  etc. However. Western s t e e l  experts havc again remarked 
t h a t  the  Chinese are  insuff ic ient ly  faniliar with nodern tech- 
nology t o  be able t o  9ut  it t o  account. 

(d) SuuuUes of ravr materials and steel  ~ r o d u c t s  

- Ratr materials 

7 .  Insuff ic ient  data are available t o  enable a n p t  more 
than an estimate t o  be made of Chlnesc i ron ore output. In 1979 
it was probably in the region of 79 -on tons of crude ore 
(o r  32 million tons of metallic orc). If t h i s  was the  case, 
output would have been below requirements. 

8. The CPR however has large i r o n  ore deposits (some 
estimates put them a s  high a s  100 n i l l i a r d  tons of ore, although 
secure deposits a re  apparently only about 18 niUlard tons) but 
the  lov~ Fe content of the  ore nteans t h a t  in most cases it has 
t o  be enriched. And there i s  a -ex; shortage of enriched matter. 

9 .  In 1978, China imported 7 nillion tons of iron ore 
mainly f r o m  Australia, North rarea,  India and Brazil. The big 
increase i n  imports of this comocXty in comparison with the  years 
1975, 197.7 and 1977 (imports of between 2.4 a n t  2.5 million tons 
of iron orc 2 year - see Anne:: 11) is r c 9 e c t e d  in the big 
expansion of raw iron output from some 25 n i l l ion  tons i n  19n 
t o  around 55 million tons i n  197s. 

10. The Ngh r a w  Iron output can be traced to the rsuch 
f u l l e r  use of erzst ing b l a s t  furnace capacity and to the coming 
on stream of China's biggest b l a s t  funmce a t  Anshan (-1 
capacity: 1.5 million tons of raw iron)  in  February 197C. 

11. Despite t h e  high rat! i ron  output, the CPR imported from 
unlcnorm sources 1.3 million tons of this commodity in 1978. In 
past  years, it has a lways  been nec?%say t o  import raw iron (see 
Annex 11). ?he high l eve l  o-atr i ron  consumption, compmed w i t h  
s t e e l  output, probably ineicater, a his proportion of foundry raw 
iron. Horeover, and as  a r c s u l t  of the pers is tent  shortage of 
scrap metal, raw i ron plays c .rcry big p a r t  i n  s t ee l  snclting. 
Thc share of screp metal i s  45:. a t  'dc most, whereas in  t h  rrorld's 
major stcc!. producing countries, it i s  bctween 0 md 70,.. 
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~~/127-D/  -20 -..- 

- Inports  of i ron  an2 stce?. zoods 

12. The People's Republic has t o  provide f o r  i ts  iron an. 
steel supplies through import:. The l a t t e r  w i l l  probably hrvc 
increased t o  3 mil l ion tons of ro l l ed  products, i n  1978, o r  nore 
than twice :~ht &hey were i n  1975 (see Annex 11). The inpor t s  
conpTise a wide r a g e  of tubes,  ,uch as d i s t i l l a t i o n  tubes,  
bo i l e r  tubes,  gas pipes,  water pipes,  p ipel ines  and natural gas 
l i n e s ,  a l loy  tubes and welded tubcs together w i t h  s t e e l  sec t ions ,  
g i rders ,  i r on  cement and -::ire rod. 1Io;t of the  ro l l ed  s t e e l  
imports conprisc heavy, meCiun mcl t h in  p l a t e s  a s  :re11 as t in  
p l a t e ,  (117.5 i n  rcccnt years).  Tic CPR purchases 75 t o  EO,. of its 
ro l l ed  s t c e l  (mainly s t r i p  s t c c l  a d  p la t e s )  from Japan. The 
cccond bic,rest supplier  i s  thc  Arropcan Community, p r inc ipa l ly  
t h e  Federzl Republic of Gernany. 

1 .  During the  first s i x  nonA&s of 1979, the CFQ purchasec? 
2.38 mill ion tons of ro l l ed  s t e e l  from Japan. The contractual  
f igure  of 1.8 mil l ion tons f o r  the  second ha l f  of t h e  yen .?as 
reduced t o  830,000 tons by +he Cidncsc. No information i s  
avai lable  on imports fron other countries.  kc or din,^ t o  Chinese 
e-xperts, it i s  planned t o  reduce 'kc stocks steaming from +&e 
high l c v e l  of i q o r t s  i n  1 Y C .  110,-cove-, recent cues t o  the  
plan henccfor-"h cive prioriky t o  agr icul ture  ani, not  t o  +he 
deve lop& of heavy i n d u s t q ,  so l c s s  needs t o  be importec?. Thiz 
explains the  reduction i n  s t e e l  imports because s t e e l  for the  
agr icul ture  sec to r ,  which i s  2oorly ncchanized but uses a l o t  of 
manponnr, can i n  nost  cases bc prociuced i n  China. 

11. Promess o r  modernization ~ l m s  m t o  1985 

(a) Initial Plan 

l i r .  A t  &he f irst  p l e ~ . z  ~ e e t i n z  of the 5th People's 
Congrezs in !larch 1?7C, thc  Cl?? announced an e-tcnzive programme 
going up t o  1985 t o  accelerate &he r a t c  of development of the  
economy i n  general and heacy induz t ry  i n  par t i cu la r .  In the i r on  
and s t e e l  scc to r ,  the  ?rogxrcnc s e t  production of crude s t e e l  a t  
* -0  mill ion tons in 1985 (an i?crcnze of S3.T; by conparicon w i t h  
1978, o r  05 9.3; a year).  It m z  planned t o  make a b ig  -rove- 
ment i n  the  qual i ty  of the s t e e l  sinultaneoucly in order t o  reach 
::'estern sAm6ards. In vie!: of the  very high degree t o  ~ h i c h  
production capacity i s  b e i q  used a t  pl-esent anci the  technologically 
out-of-date nzture of the  f z c i l i t i c s ,  .:rhich nei ther  in te rns  of 
qual i ty  o r  of range can r o c h c c  5hc crude s t e e l  required .q the  
metal anci n c c h m i c d  c n c i n w r i n  i n u u z t ~ j ,  fulf i lment  of t h i z  
t a rge t  up t o  1935 ?:ill rcquir? the introduction of advaccc! 
tcchnoloflcr. (o:ygcn b l a z t i n ~ ,  mcuun nc l t i nc ,  continuour. c a s t i w ,  
increase i n  proportion of plater. in ro l led  s t e e l  procicction, 
e tc . ) .  A t  the sane time, c:riz:in, pro?uction capacity tdll have 
t o  bc expmc!ed and i n t c p a t c ?  ztccl;:or!;s s e t  up. The p r o p m e  
a l s o  proti-ck:! f o r  the  conccntr?.5on of s t e e l  producuction i n  a 
number of l a rge  conbines. Altogether i3 new steelvorkz, 2.t Anshul. 
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-5- AC/127-i)/,20 

Shanghai, Pekfng, Penchl , lbchang, Tai an, Paotou and Kokanshan 
o r  Chungkiry (with t h e  in fomat ion  a 2 l a b l e  ir i s  not  poscible 
t o  determine which of  t h e  two p lan t s  i s  concerned) a r e  t o  be 
extended and two nen coas ta l  i r o n  am3 s t e e l  complexes a r e  to be 
b u i l t  a t  Paoshan and Chim.-ao. The share of these l a s t  
mentioned u lan t s  i n  the  C m * s  crude s t e e l  production w i l l  r i s e  
from some ZD;: i n  1978 t o  arounc! 801;. Annex I11 attempt: t o  give 
a general i c ea ,  using a var ie ty  of deAb, of t h e  p lan t  capaci t .~  
pa t t e rn  in 1978 and 1985, vh i l e  Annex ITJ shows the locat tons  of 
t h e  s tee lv~or l :~ .  

15. Because China can only produce a l imited range OD t h e  
eauipment necessary t o  f i t  out the  steelworks, f a c i l i t i e s  have 
t o  be imported from abroad. The CPP. has therefore s t e r t ed  t a l k s  
with a s e r i c s  of firms i n  Japan, the  Federal Republic of Gernany, 
Belgium, Wenbourg,  France, "he United ICingdon, Austria zn6 the  
United Sta tcc  with a vie?: t o  obtaining necessary equip;mt, 
although so  " 15th l i t t l e  success (c::ccpt f o r  a contrcct  s i m e d  
with Japancse firns f o r  the  consAruction of e coas ta l  steelr:or!rs 
a t  Paoshan). 

(b)  The revised man 

6 1-. Thc q e c t a c u l a r  plans t o  increase s t e e l  prochction t o  
30 mill ion tons between nov mc;l 1985 never had a chvlce of 
succeed lq .  The government very ouic!zly rea l ized that it vas not  
poss ib le  t o  accelera te  the  developnen.: of a s ingle  i ndus t r i a l  
sec to r  vdt l~out  simultaneously imp~oving the  i n f r a s t r u c t w c  (be t te r  
raw material  supply, new markets, improvement of the  road network, 
secure energy supplies ,  provision of housing, food and consuncr 
goods f o r  t h e  labour force ,  etc.) .  ;&at is more, t h e  CPR 
apparently encountered d i f f i c u l t i e s  f i n ~ i n g  the  necessvcl short- 
term finance t o  cover the  cos t  of importing plant .  A t  the  second 
plenary session of +he 5th People*= Conpess i n  June 1979, 'he 
s t e e l  industry t a r g e t  w a s  retuccd t o  115 mill ion tons  of rat? iron 
by 1985. There v : i l l  nov be a phase o l  consolidation ending in 
1981 during vhich p r i o r i t y  w i l l  be given t o  the  developncnt of 
agriculture, the  consumer goods industry and l i ~ h t  industry. 

17. After the  plan was revised,  negotiations f o r  t h e  import 
of p l an t  marked time with a l a rge  number of proaects being put 
back t o  the  period 1980/1981. Annex I11 shows the  current  
construct ion s t a t u s  of the s teelxorks refer red  t o  above. :men it 
i s  remembered t h a t  t h e  Xestern indust r ia l ized countr ies  generally 
base themselves on a period of S years  f o r  the  planning and 
building of i r o n  and s t e e l  complexes producing between 3 and 5 
mill ion tons of crude s t e e l  a yea- and transforming the const i tuent  
ro l l ed  s t e e l ,  a c r i t i c a l  study of t h e  s i t ua t i on  would put c ~ d e  
s t e e l  production i n  1985 a t  42 mil l ion tons a t  the  most. 
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N A T O  C O N F I D E N T I A L  

~C/127-D/20 -. .- 
18. The revised modernization programme also requires a 

big improvement in the iron ore supply situation. The extension 
of prcspection for iron ore has led to the discovery of high 
quality ore in the province of Hupeh and the Hengtuan mounAains. 
Zarly in 1979, a contract was signed with a United States firm 
for the installation of an iron ore mine with a capacity of 
17 million tons of enriched iron ore at Chi-Ta-Chan, near Anshan 
in the province of Liaoning. However it will not be possible to 
meet national iron ore requirements from national deposits up 
until 1985. The CPR is therefore seeking to sign long-term 
contracts for the delivery of iron ore with Australia. India and 
Brazil. 

ml'o. 
1110 Brussels. 
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IJ A T 0 C O N F I D E N T I A L  

ANNEX I t o  
AC/127-D/[~20 

CHINESE F'EOPIXtS REPUBLIC: IRON AND STEEL INDUSTRY OUTPUT 
( I N  MILLIONS OF TON ,J , , 1 

I ron  o re  ou t  u t  
crude o re  7 
Fe content )  

Crude a t e e l  output 1 25.0') 1 20.5.') 1 23.74**) 

Crude i r o n  o re  output 
( inc ludin  foundry 
raw iron F 

Rolled steel output I 17.9*) I 15.0* ) I lc.33**) 

* Estimate 
a i t  F i y r e s  taken from t h e  Chinese p ress  

51.0i;-1 
20.0* 20,0' rj0.0: 

22.5*) 

I n i t i a l  
1985 
Plan 

1978 

LO. 0"") 

1979 
Plan 

25.0' ) 

Revised 
Plan 

25.05"') 
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N A T O  C O N F I D E N T I A L  

Location and type of plant 

1. Anshan , Liaoning Province : 
iron and steel combine 

2, Shanghai: Iron and steel 
- combine 

~ - - ~ ~- 

Crude steel capacity 
- - -- -- 

1978 
(in nillions 
of tons) 

Initial 
1985 
target 

(in millions 
of tons) 

'Status of 
modernization projects 

Priority modernization projeot; 
replacement of the old open 
hearth unit with three Chinese 
-made oxygen-converters-with a 
capacity of 250 tons, moderniz- 
ation of the old rolls was 
planned but has been postponed; 
building orders to be placed 111th 
foreign firms in 1980 and as soon 
as possible. 

Plans fop a -0o1d rollf ng.mill and 
probably also for a Chinese-built 
oxygen steelworks. No further 
information; building of a colct- 
rolline mill probably postponed. 
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1 I A T O  C O N F I D E N T I A L  

- - -  - -  

Location nnd type of plant 

3 .  Pckinc: CAPITAL, iron and 
steel combine 

4. Penchi, Liaoning Province: 
iron and steel combine 

5. Vuchang, Hupeh Province: 
iron and steel combine 

Crude steel capacity 

1970 
(in millions 
of tons) 

Ini tin1 
1905 
target 

(in millions 
of ton:; ) 

status of 
modernization projecta 

Priority modernization project; 
second steel works now under 
construction; no further inform- 
ation available. 

Under construction since 1977; 
ICONTI cold-rolled strip steel 
plant; modernization of the old 
crude steel and rolling facilitie: 
to be carried out by the Chinesc 
themselves; modernization post- 
poned until after 1985. 

Plans to replace the old open 
hearth units and the Besaemer 
process steelworks by OEM 
converters (oxygen bottom blast- 
ing process); expansion of 
rolling mills, including con- 
struction of a 2,t'OO mm broad 
slab mill* uae of existing . 
capacity 40 to i;eL through 
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I I A T O  C O N F I D E N T I A L  

Location and type of plant 

c.. Molcanshan , Anhwei Provincc 
or Chunglting , Szechwan 
Province: iron and stecl 

' plant 

7. Taiyuan Shansi Province: 
iron and steel combine 

8. Paatou; Inner Mongolia: 
iron and oteel combine 

Crude steel capacity 

1378 
(in millions 
of tons ) target 

(in millions 
of ton:;) 

Statua of 
modernization prajects 

absence of independent power 
) cupply which it is planned to 
provide; modernization postponed. 

In the full list of plants 
scheduled for modernization the 
.Chinese presa. ref era to the -- -. 
Mokanshan and Chungking plants; 
n o  other details are available. 
I 

Plana"t6eXpaild Crud6 dieel 
'capacity (probably by means of 

O E M  converters); modernization of 
the twenty-roller rolling mill. 
!.Talks .on. this question were. . . . 
resumed with a Western firm in 
the middle of 1979. ,. .- . . . . . . . 

Replacement of the old-open 
hearth unit by OBM converters; 
construction of continuous 

N A T O  C O N F I D E K T I A L  
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N A T O  C O N F I D E N T I A L  

Location and type of p l an t  t 
Crude s t e e l  capacity 

1978 
(in mil l ions 

of tons)  

I n i t i a l  
1985 

t a r g e t  
( i n  mi l l ions  

of  tons ) 

I Output of t h e  10 planto 1 19.00 I 

Crude s t e e l  capaci ty of the  
10 p l a n t s  22.50 

I Output of small and medium 
p l a n t s  I 
Capacity of small and medium 
p l a n t s  

I Tota l  oapacity I 

14.20 

S t a tu s  of 
modernizatipn p ro j ec t s  

To ta l  output 

most modern p l a n t  i n  China; t a l k s  
with fore ign firms temporarily 
in te r rup ted ;  orders  w i l l  probably 
be placed i n  1980 or  l a t e r .  

31.78 

No increase  i n  output of  t h e  
small and medium steelworks i s  
expected f o r  1985 s ince  they were 
working a t  near  all capaci ty  i n  
1978. The assumption of  8 a i  use 
of t h e  10 p l a n t s  i n  1985 i s  based 
on t h e  knowledge t h a t  c e r t a i n  
f a c i l i t i e n ,  according t o  t h e  
i n i t i a l  Plan a l s o ,  w i l l  only come 
on stream i n  1985. 

N A T O  C O N F I D E N T I A L  
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N A T O  C O N F I D E N T I A L  

- 1 -  

PEOPLE'S REPUBLIC OF CHINA (PRc) 

ANNEX 1V m 

AC/ 127 - D/62O 

NATO C O N F I D E N T I A L  
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