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China National Resources Recycling Association. I always feel very welcome in this country and I feel
privileged to be here in this city as it works to regrow for the future.
Over my forty-something years in the secondary metals recycling industry, and working with the
various diplomatic arms of British exporting, I have had the honour of speaking before many
audiences in China. Indeed in 2006 I played a key role in bringing the conference of the BIR, the
international Recycling Bureau, to Beijing.
Yet my trade has always been scrap, primarily steel. Thirty years ago I opened my own secondary
metals trading office, which went on to become one of the largest such operation in the UK. I believe
very much in the importance of scrap metal recycling, and of steel to the global economy. And the
historical data backs me up.

Because to understand where we are, it’s useful to think about where we’ve come from. You see,
when I started my company thirty years ago, the world was still living in the aftermath of the second
world war. Not only did an iron curtain spilt Europe and the world in half, that world’s production of
steel had hardly changed since the boom created in its reconstruction after 1945. From the nineteen
seventies, the world’s production of steel stagnated at around 8 hundred thousand metric tons per
year.
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But the dawning of the new millennium brought a new age to the world, one where the amount of
steel produced has grown so rapidly that in the 15 years since, it has almost doubled.

By normalising the data, so that 1985’s figures equal one, we can see that doubling quite clearly. But
normalising is useful for other things, such as comparing growth rates. And the reason the axis is so
large is to be able to compare it with other economic indicators, such as the Gross Domestic
Product, or GDP.
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Using this method, we can see that while steel production has doubled, the world’s GDP has
increased seven times. However, as with steel production, the big kick on this graph came in the year
2000, since when China has grown to become the world’s economic powerhouse.

As you’d expect, this increase in the production of commodities can be seen in resources other than
simply ferrous metals – both oil and copper production have also grown over the last thirty years,
yet their increase looks different, more consistent. In fact, we can do a clever thing to show this even
more clearly. Those of you who went to school in my era, before we all had calculators, would
remember the slide rules we had to use to take logs of numbers. These days of course we just type
the formulas into excel and it produces graphs like this for us.
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Logarithms are exceptionally useful for showing the similarities and differences between data sets.
And it shows even more clearly what I just said, because here is world GDP in the dark red. When we
compare it with figures for oil and copper we see that they have both increased in production, but
their growth lines are much straighter than with GDP.

It is only when we compare with steel production that we can see the similarities, especially since
the year 2000 when the whole global economy started this spurt upwards, with steel as its engine.
They seem to grow and drop together, such as in 2009 amidst fears of the so-called ‘double-dip’
recession, prior to innovations like Quantitative Easing and ultra-low interest rates, which is
reflected in the global steel production. We should note that these are the latest figures from
Worldsteel and the International Monetary Fund’s World Economic Outlook, but they still only give
us data until 2014. What we can all imagine from this year’s figures, or next’s, is certainly less rosy
than we’ve seen for some time.
But I’m not here to get into that. I’m here to look at the steel industry in particular. And what is
interesting is to see that growth in steel production, like with the economy in general, has come
from the same place.
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Because as this graph quite clearly shows, while the rest of the world’s steel production has
continued to stagnate in the last twenty years, it is China that has created the boom in production.
Twenty years ago, China made just over ten percent of the world’s steel, today it makes half. This
growth is truly astounding, the pace of industrialisation unmatched in all of human history. But steel
does not grow on trees, it takes a great deal of infrastructure development, ports, roads, railways,
factories, a skilled workforce and, crucially, the raw materials. And this last point in particular tells us
a lot about the industrial path China has been treading.

Because despite the promise of increased imports at the beginning of the 2000s, China’s share of the
international scrap market has actually decreased in the last fifteen years, so much so that in 2014
China imported less steel for recycling than in any year since 1998. Steel production has boomed in
the last fifteen years, but it’s like scrap wasn’t invited to the party.
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And it’s a big party, as we can see if we compare scrap imports on the same scale as that other steel
feedstock, iron ore. For a start we need to change the axis to be able to fit on data for iron ore
imports.

Because when we add that data, the size of the global scrap market becomes more obvious. World
trade in iron ore is some ten times larger than the trade in recyclable steel. Even if scrap imports
have roughly doubled in the last twenty years, the increase in imported iron ore has been even
larger. And the source of this growth, as with everything else I’m talking about today, has been
almost entirely down to China.
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Because while the rest of the world consumes about the same amount of iron ore as they did twenty
years ago, around 4-500 thousand metric tons per year, this graph shows just what kind of influence
China has in the market. It alone now accounts for over half the world’s consumption of iron ore.

And comparing this graph with the amount of steel produced in the last twenty years shows firstly
just how dependant steel production is on iron ore, and secondly that the ferrous content of those
ores appear to be getting less over time.
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Yet looking at the amount of iron ore mined in various countries, we see that China has reduced its
production of in the last few years and have come to rely on cheaper imports, primarily from Brazil
and Australia. And as the saying now goes, when China sneezes the rest of the world catches a cold.
The two major exporters of iron ore have suffered as demand has waned recently, and as global
prices for their raw materials have subsequently reached rock bottom. This knock-on effect has
meant that highly ambitious infrastructure projects have had to be postponed indefinitely, with
China’s stated aim of moving away from coal meaning, for one, that it looks doubtful the Great
Barrier Reef will have to be dredged to make way for a new port on Australia’s Gold Coast.

So can we start to call China the saviour of the global environment? For a country that is now the
largest single producer of greenhouse gases in the world, that would look a little premature. Yet the
noises coming out of Beijing are radical in a way that the western democracies seem incapable of.
Indeed, by reacting to the public’s concerns over air pollution, Beijing has shown itself to be more in
tune with popular sentiment than almost anywhere in the west. And public enemy number one right
now appears to be coal. The long-term strategy of securing the rights to raw earth metals means
that China stands a good chance of reaching its targets for renewable energy infrastructure.
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According to the literature, the previous five-year plan for installed photovoltaic solar capacity, for
example, was wildly more successful than anticipated. The target of 5 gigawatts installed capacity
was met, and that goal exceeded by seven times.

So as the Central Committee meets this week to finalise their 13th five-year plan, it looks probable
that their renewable energy targets will exceed Morgan Stanley’s estimate of installed solar capacity
for 2020. Indeed, some commentators have gone so far as to suggest the target may be in the region
of 200 gigawatts. Dwarfing the rest of the world and issuing a huge challenge towards the future
direction of energy production. And the signs in this country are already promising, last year China
invested more in renewable energy infrastructure than the European Union and the United States
combined.
So what effect will this move away from coal have for steel recycling? Well, here we come across an
issue of what is known as path dependency.

-9aimlesswanderer.org

There are different types of furnace required depending on whether you’re producing steel from
ores or scrap, and this graphs shows the difference between the two in China. Oxygen Furnaces, in
red, burn coal or charcoal to provide the carbon to turn iron to steel, while Electric Arc Furnaces, in
green, use electricity to melt scrap which already contains that carbon. This graph clearly shows the
road down which China has gone, preferring the fossil-fuel intensive route.
Yet if they are to meet those emissions targets, China will have to look not just at energy but also at
steel production. This means the future of the international scrap steel market would seem to rest
on the question of how Chinese regulation and planning will affect steel production in this country
over the next decade or so, as much as with questions of geo-politics and bi-lateral treaties. In other
words, the development of steel recycling, more than ever, relies on the decisions made this week in
Beijing.

Steel-making plays a significant role in the emissions of this country, and in order to meet their
internal commitments, the Central Committee may have to re-evaluate the path they’re on. By
taking another look at strict import regulations on secondary metals, and investing in the right sort
of infrastructure, the future of global steel recycling could rest well in Chinese hands.
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