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The global steel industry is gradually emerging from one of its worst downturns in decades. Despite some 

improvement in market conditions, the steel industry still faces challenging years ahead, according to 

industry and government officials at the OECD’s Steel Committee meeting in Paris on 10-11 December 

2009
1
.  

 

Statement from Risaburo Nezu, Chairman of the OECD Steel Committee 

 

Senior government officials and industry representatives from major steel-producing economies met in 

Paris on 10-11 December 2009 in the context of the OECD Steel Committee. They assessed current and 

future conditions in the steel industry, industry and government responses to changing trends, capacity 

evolutions, the impacts of trade-related measures, and environmental issues. The Committee concluded:  

 

 The sharp contraction in global demand that began in the second half of 2008 is now tapering off, 

though wide regional differences remain. China, India and several other emerging countries are 

already experiencing demand growth, while most OECD countries are experiencing a slow 

recovery. 

 

 Although the outlook is improving, the process of recovery in steel demand could be slow and long 

in some OECD economies, taking perhaps 3 to 4 years for consumption to reach pre-crisis levels. 

Though the situation in many emerging economies is much more favourable, with steel demand 

expected to rebound more quickly, world demand may have shifted to a lower level. 

 

 Despite the decrease in world steel demand, steelmaking capacity has not adjusted accordingly, 

and has increased in some regions. Projections to 2012 suggest that global capacity may exceed 

demand by a wide margin, raising concerns about the unwinding of excess capacity. 

 

 International trade in steel is beginning to pick up. Governments discussed various trade measures 

adopted recently to support domestic industries, and stressed the importance of maintaining free 

and rules based trade in steel.  

 

 The shape of the industry is likely to change in the future, with production increasing primarily in 

emerging countries to benefit from faster growing markets. 

 

 The future shape of the industry will increasingly be determined by climate change and related 

policies. Uncoordinated environmental policies could lead to shifts in production towards 

economies applying less stringent environmental legislation, resulting in carbon leakage that may 

undermine global environmental goods. 

 

 While further improvements in the efficiency of the steel-making process can be made, 

breakthrough technologies to radically reduce carbon emissions still seem far away and will be 

expensive and slow to introduce. 
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  The meeting was attended by representatives from OECD countries as well as Argentina, Brazil, China, 

 India, Russia, Malaysia, Romania, Slovenia, Chinese Taipei and Ukraine. 
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The steel industry is slowly emerging from recession 

After declining sharply in the second half of 2008, global steel consumption began to stabilise in the spring 

of 2009. The stabilisation was due primarily to the recovery in Asian demand led by China. The swift 

turnaround in Chinese steel consumption has been supported by government stimulus spending on 

infrastructure. Indian consumption is also increasing on the strength of the construction and automotive 

sectors. Some countries in North Africa and the Middle East are also enjoying strong consumption growth, 

supported by construction in housing and projects related to the oil sector. 

 

Elsewhere in the world, demand conditions are weaker but are now beginning to stabilise. The destocking 

cycle was so abrupt and steep in the first half of the year that inventories were brought down to historically 

low levels. Although underlying demand is still very weak across the OECD region, inventory rebuilding 

as economic activity begins to gradually improve has produced a slightly positive effect on apparent steel 

consumption in the second half of 2009. Latin America also appears to be gradually recovering from weak 

levels, notably in Brazil where tax policies have supported car sales and construction. In Southeast Asia, 

external demand for the region’s manufactured goods, coupled with low inventories, is now feeding 

through to increased industrial production and higher steel demand. 

 

This stabilisation of demand, and nascent recovery in some economies, has helped lift steel prices in all 

regions of the world from their recent lows. Asian prices were the first to recover, particularly in China 

where prices of long steel products rose significantly between March and August in response to robust 

infrastructure construction. Despite the recent improvement, average steel prices are still down 35% in 

Asia, 44% in North America, and 52% in the EU compared to the highs observed in the summer of 2008. 

 

Steelmakers around the world have re-started furnaces in response to the slightly improved demand and 

price situation. As a result, capacity utilisation rates have risen in recent months from the very depressed 

levels seen earlier in the year, even in North America, the EU and Japan. However, there are wide regional 

differences reflecting divergences in demand. While many Asian producers are currently operating at 

around 80-85% of capacity, NAFTA producers are operating at only 61%, the EU at 68% and Latin 

America at 75% of capacity. 

Will excess capacity return permanently to steel? 

OECD projections suggest that world steelmaking capacity will rise from 1,806 million tonnes in 2009 to 

1,986 million tonnes in 2012, as producers resume many of the expansion projects that were put on hold in 

the aftermath of the economic crisis. World steel demand is expected to rebound in 2010, and grow by 6-

7% per annum in 2011-2012 to reach a level near 1,500 million tonnes by the end of the period.
2
 While 

there is still considerable uncertainty surrounding the outlook, it appears that the gap between world 

capacity and demand, which averaged approximately 216 million tonnes during 2000-2007, could widen 

significantly over the next few years. 

  

The growing imbalance between capacity and demand may lead to a number of outcomes for the industry, 

including a slump in prices, an extended period of under-utilised capacity, lay-offs of workers, or capacity 

closures. Regional imbalances and market-distorting practices may also have important implications for 

trade flows, depending on the strategies of steelmakers. However, if the new situation hastens the 

retirement of inefficient or environmentally polluting capacity, it could put the industry on a better footing 

over the longer term. 
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How will the shape of the steel industry change in the coming years? 

Participants discussed how the shape of the industry would evolve in the future. The following points were 

made: 

 

 Production will continue to grow in developing economies, in particular the BRIC countries. 

Though developed economies might not see significant production growth, steel will remain an 

essential and viable part of these economies; 

 Cost-competitive producers will continue to drive the future of the industry, irrespective of the 

location of production; 

 Steel intensive industries will recover and expand, but challenges regarding possible material 

substitution away from steel will remain; 

 Inefficient and environmentally unfriendly overcapacity will continue to exist in most parts of the 

world and needs to be eliminated. In this context, it is critical to recognise the relationship between 

supply and demand; 

 The availability of steel raw materials will remain a challenge as restrictions on access are 

becoming more of a concern; 

 Environmental regulations and climate change policies will have important implications on the 

industry. At the same time, cleaner steel will contribute to low-carbon solutions in other areas; 

 Education and training of workers will be of growing importance for an increasingly 

technologically advanced steel industry. 

 


