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26 October 2020 
 
Dr Umeesha Naidoo 
Department of Trade, Industry and Competition 
 
By e-mail: UNaidoo@thedtic.gov.za ; steel@thedtic.gov.za  
 
 
Dear Dr Naidoo 
 
COMMENTS ON THE DRAFT STEEL INDUSTRY MASTERPLAN 
 
Introduction 
The Metal Recycler’s Association of South Africa (“MRA”) would like to make use of this 
opportunity to thank the Minister of Trade, Industry and Competition, as well as the team 
who prepared the first draft of the Steel Industry Masterplan, for recognizing the very 
important role steel scrap collectors and recyclers play in the steel value chain.  
 
Functionally the steel scrap collectors and recyclers facilitate the introduction of steel scrap 
back into the value chain and this aspect is key to the viability of the new mills, mini-mills and 
foundries the DTIC identified as key players in a future steel value chain. 
 
Historically the narrative around the policy direction for the steel industry was predominantly 
driven by a small number of large industry players, substantially advancing their own 
objectives. In the process important components of the complete value chain were either not 
consulted or not regarded as of equal value to achieving more holistic and inclusive policy 
objectives. 
 
The MRA is encouraged by the DTIC’s current approach and will undertake to participate in 
future processes. 
 
The MRA appreciates an open process where all stakeholders are heard. The MRA is strongly 
of the view that it would be beneficial if focused stakeholder engagements are considered as 
part of the process of refining the Steel Industry Masterplan. 
  
Our comments and suggestions on the first draft of the Steel Industry Masterplan are dealt 
with below: 
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Steel Industry Council 
Considering the role steel scrap is intended to play in future, given the projected growth in 
investment in mills, mini-mills and foundries which rely on steel scrap as a primary raw 
material source, the MRA requests a seat on the proposed Steel Industry Council.  
 
The MRA, through its members, has significant experience in the sourcing and processing of 
steel scrap and can play an important role in facilitating a reliable supply of material to the 
mills and foundries, while assisting to ensure the long-term viability of collectors and recyclers 
as a critical part of the value chain. 
 
Steel industry value chain 
It is important that the steel industry value chain, as depicted on page 8 of the draft Steel 
Industry Masterplan, be understood to be a cycle, and not a linear flow of products and 
materials. This may seem like a trivial point, but it informs thought processes and decisions 
affecting ultimate outcomes. 
 
“Scrap metal”, noted as a raw material source, is not without value. The best sources of 
quality scrap steel are the very producers of end-products, which are actually part of the value 
chain. Off-cuts and rejects in a production process represents material losses to be actively 
managed, measured and minimised. Recoveries on steel scrap forms part of the revenue 
stream of manufacturers and contributes to the sustainability of many manufacturing 
operations, particularly in difficult economic times when efficiency and optimisation 
initiatives are part of daily business. 
 
There is an interdependency to consider at all times. If the value of scrap steel drops to a 
point where it is no longer economically viable to be collected, the mills and foundries lose a 
source of raw material, and, likewise, manufacturers lose a stream of income which assists 
their sustainability and competitiveness. 
 
To this end, the illustration of the steel industry value chain on page 8 of the draft Steel 
Industry Masterplan needs to be amended to give effect to this reality. We propose the 
following image rather be used, as it more accurately reflects the cyclical nature of the value 
chain. 
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Recycling 

Converting the waste stream 
from the end customer and 

consumer into a raw material 
to produce crude steel. 

The steel 
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value chain 

• Automotive parts 
• Pipes / tubes 
• Construction 
• Food / Beverage. 
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End customer 

• Coated steel 
• Plated steel 
• Steel casings. 
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Finished steel 

Raw materials 

• Scrap steel 
• Iron ore 
• LNG 
• Coking coal 

Crude steel 

• Flat steel 
• Coil steel 
• Thick slab 
• Long steel 
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Steel industry development fund 
The establishment of the steel industry development fund is supported. As an integral part of 
the steel industry value chain the recycling sector is facing unique challenges requiring 
assistance. 
 
The successful implementation of the Steel Industry Masterplan, to a significant degree, 
depends on the availability of high quality steel scrap, in sufficient volume and at sustainable 
price levels.  
 
It is also apparent that a significant volume of steel scrap is required to support current and 
planned mills, mini-mills and foundries. To supply the required volumes of steel scrap, 
collectors and recyclers will need to access sources that, until now, could not be economically 
accessed for a number of reasons, ranging from geographical location to the quality and 
nature of the scrap in question.  
 
This reality, combined with the cost pressures imposed on the recycling industry by an 
expectation that quality steel scrap can be provided to mills and foundries at prices required 
to ensure the commercial viability of these investments, creates the need for mechanisation, 
better use of technology and a greater investment is processing ability and capacity. 
 
The proposed steel industry development fund can assist the recycling industry in this regard. 
In the past, typical supply side measures, focused predominantly on the manufacturing 
sector, played a limited role in developing the steel recycling sector. 
 
Supply and demand 
The consensus among many industry members is that South Africa has a demand problem 
when it comes to prime steel products. The draft document shared for comment 
acknowledges this position. The global economic downturn and an almost complete stall in 
infrastructure spending by Government has ground steel demand down to levels that simply 
do not support sustainable manufacturing activities. 
 
Supply side measures are of little assistance if the lack of demand for steel and steel-based 
products cannot be addressed as an absolute priority. To this end, significantly better data is 
required and the likely impact of initiatives, intended to be pursued to address the challenges 
faced, need to be much better quantified. As will be illustrated below, very significant gaps 
still appears to exist and the choice and prioritisation of possible solutions significantly 
depend on the availability of better data to inform decision making. 
 
Steel scrap demand 
Reference is made to a 1 million ton shortage (per annum) of steel scrap in the South African 
market expected by as early as 2021 (Page 17, paragraph 19).  
 
In 2019 the total volume of ferrous scrap exports was only 524 361 tons according to export 
trade data provided by the South African Revenue Service (“SARS”), for export tariff 
subheadings covering ferrous metal. The balance of all steel scrap recovered and recycled for 
use as a raw material in mills and foundries are already consumed by existing mills and mini-
mills.  
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It begs the question of how and where steel scrap will be sourced to meet demand outside 
the local environment, where the price and availability of steel scrap is controlled through 
Government policy interventions? 
 
This is not merely a matter of “confirming and agreeing on supply shortages”. This should be 
of grave concern, given the proposed drive to further expand investment in mills, mini-mills 
and foundries.  
 
The “inflection point” 
Reference is made to an “inflection point” which describes a price paid by domestic 
consumers that should be adequate to provide an incentive to the recycling industry to collect 
and process steel scrap (Page 18, paragraph 19.6). It is further suggested that this price point 
should be determined and updated regularly by the DTIC, in consultation with the consumers 
and recyclers of steel scrap. 
 
Whilst this appears to be a logical step in securing supply and managing the price to be paid 
for steel scrap, it should be noted that there is no single pricing point that will address all 
challenges. The geographic location of scrap steel to be collected and recycled becomes 
important if the volume of steel scrap to be collected and recycled is to meet the stated future 
volume demands. 
 
The pricing point described differs from company to company, based on location, level of 
mechanization and even the steel scrap sources available to the recycler in question. 
 
Beneficiation - Converting scrap steel to billets 
A comment under the section dealing with “Supply of scrap metal” (Page 3, 3rd bullet), 
requires some context. Reference is made to the beneficiation of scrap metal by melting scrap 
steel into ingots, noting that such practices do not constitute “meaningful beneficiation”. 
 
The smelting of scrap metal into ingots received significant attention from consumers of non-
ferrous scrap metals, particularly through the process of formulating an export tax on scrap 
metals. This discussion appears to have migrated to discussions on metal scrap. 
 
This discussion point is more related to copper and not really of any significant relevance to 
steel scrap. There is a huge difference between the melting of copper and pouring it into 
moulds, creating copper ingots, and the melting of steel scrap. The melting of steel scrap is a 
sophisticated process requiring a continuous casting process which very few scrap steel 
recyclers are equipped to do. It is also a process adding significant value. 
 
Containerised and break bulk exports 
The exportation of metal scrap in containers is flagged as a problem (Page 18, paragraph 
19.4). Although initiatives are noted to improve SARS’ capacity to better inspect exports of 
metal scrap, it is further suggested that “break bulk export of scrap would be a better 
solution”. 
 
It is perhaps important to provide some context with regard to break bulk vs. containerised 
exports. 
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Break bulk exports require very large volumes of steel scrap, of the same kind (one cannot 
have different grades mixed together in a single shipment). Given the volume of South African 
exports of steel scrap, this is not practically viable. The smallest break bulk ship load may be 
16 000 tons, but is more likely to be between 25 000 tons and 48 000 tons. The associated 
working capital requirements are significant. 
 
A move to restricting exports of steel scrap to break bulk will significantly concentrate the 
industry as very few industry players can meet the working capital requirements associated 
with break bulk exports. This will create a highly concentrated funnel where a few will do all 
the exporting. Concentration of the market at this level will likely force smaller participants 
out of the market and significantly raise barriers to entry. 
 
The ultimate outcome will be to further drive down the value of scrap steel, impacting the 
ability to collect / recycle adequate volumes of product as some steel scrap, due to its grade 
or location, will not be economically viable to process. This will disproportionately harm 
smaller recycling businesses, many of whom are SMMEs, started by black entrepreneurs and 
will also harm the hundreds of thousands of subsistence collectors of scrap metals. 
 
Compliance investigations 
The mater of compliance investigations by SARS (Page 18, paragraph 19.4), is of significant 
importance if proposed actions are to be successfully implemented. 
 
For this to be successful more clarity is required on the complete frame of reference within 
which SARS will execute this function, and, more importantly, how this function will be 
capacitated. 
 
The proposed export duty on metal scrap 
As a closing remark, the MRA is cautiously optimistic about the possible outcome of the 
consultations with National Treasury and the Standing Committee on Finance on the 
proposals contained in the draft Taxation Laws Amendment Bill (“TLAB”), currently being 
readied to be tabled in parliament. The proposed export tax on scrap metal will provide more 
certainty to the metal recycling industry and for this alone, should be welcomed. 
 
Please contact me should you have any questions or require clarification on any of the points 
raised above. 
 
Yours faithfully 
 

 
Mike Wilson 
MRA Chairman 


