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Abstract

China has recently been seen as the most dominant and the fastest growing
economy in the world. There has been a lot of pressure on South African Steel
products to compete with Chinese steel products in South Africa and the rest of
the world market’, and so far South Africa is trailing behind China. Given this
poor performance, concern is raised whether government policies may have a
role to play in the prospects of the steel industry value chain in South Africa. It is
of interest to define what role government policies have on the steel industry
value chain and their ability to compete with China, and to suggest how these
policies could be refined so that they can boost the South African Steel Industry
and its value chain. This study aims at investigating the Impact of China on the
Steel industry value chain in South Africa and the role of Government policy. In
this study, data is collated through literature from previous studies, electronic
surveys and interviews with relevant personnel within the steel industry value
chain, and then analysed through SPSS and content analysis. The study
considers the challenges faced by the steel industry value chain in South Africa,
which also prevents this industry to compete better with China, both in the
domestic market and abroad including the relative ease of importing and
exporting steel and steel related products between South Africa and China, the
impact of increased imports on the South African Steel Industry value chain and
whether government policies play any role in averting the likely negative impact.
The conclusion of this study is that South African policies do not effectively
support the steel industry and its value chain, and the main problem is in
implementation rather than the policies themselves. Factors deterring the
successful implementation of South African policies are also highlighted in the
report.
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1.1. Introduction

Steel plays a vital role in the manufacturing sector and the economy of many
countries. A strong and efficient steel industry characterises major industrial
nations. Steel is vital for use in a wide range of products and structures such as
domestic appliances, construction, automotive components and other structures
using steel. Different types of steel are used for different applications and the
steel Industry value chain includes: mining, smelting/ metallurgical process,
conversion/ fabrication and manufacturing/ end using industry. The steel industry
value chain in South Africa is faced with a challenge to compete with low cost
manufacturing countries like China, and the need to improve the plant’s
technologies to increase efficiencies.

Any country requires strong policies to facilitate trade both domestically and
regionally in order to attain the desired developments and growth. The
government takes measures aimed at improving the competitiveness and
capabilities of domestic firms and promoting structural transformation through
industrial policies. Industrial policies are sector specific, unlike broader
macroeconomic policies. They are sometimes labelled as interventions as
opposed to just guidelines for a particular industry. Many types of industrial
policies contain common elements with other types of interventionist practices
such as trade policy and fiscal policy. An example of a typical industrial policy is
import-substitution-industrialization (ISI), where trade barriers are temporarily
imposed on some key sectors, such as manufacturing. By selectively protecting
certain industries, these industries are given time to learn and improve. Two key
national strategies/ policies that affect the manufacturing sector at all levels of
government are the New Growth Path (NGP) and the Industrial Policy Action
Plan Il (IPAP 11).

Some policies might invite retaliation from trading partners or competing
countries and might not be welcomed by the relevant governing bodies (Mohr
and Fourie, 2008, p382). Countries may sometimes enter into free trade
agreements [e.g. North American Free Trade Agreement (NAFTA) and other
Regional Trade Agreements (RTA’s)] and other types of agreements to promote
trade between them which would also form part of the country’s trade policy.
Often, before policies are amended or implemented, consultations have to be
held with concerned parties to ensure that the issue of unfairness is eliminated
and that the changes are welcomed by interested parties. The changes to
policies are expected to be in line with WTO guidelines and/or agreements,
otherwise they get challenged by this international regulatory body.
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1.2. Background of the Research

Since 1994, South Africa has removed a lot of protectionism and tariffs were
reduced drastically (TPSF, May 2010, p xiii). The decision by government at that
time was that tariffs would be re-installed on products where it could be proved
that there is a negative impact on the local manufacturers and that justification
could be forwarded to International Trade Administration Commission of South
Africa (ITAC) with an application to review those tariffs. South Africa has
witnessed a significant increase in the number of imports from China into South
Africa since this decision was taken (Jenkins and Edwards, 2012, p1). According
to Jenkins and Edwards (2012, p1), the result of the increased imports into South
Africa is the decline in manufacturing within South Africa and increased
unemployment. China has dominated in its exports to South Africa and the rest of
the world (Jenkins and Edwards (2012, p1). The balance between what South
Africa exports to China and what it imports from China is increasingly tipping in
favour of China (MacDonald, 2012). The main interest in this regard is to
determine whether the same situation is true for the steel industry in South
Africa. In line with this, it is worth investigating whether the current tariff policy
and the other trade policies support the steel industry and its value chain in
South Africa and whether these policies play a positive role in the growth of the
steel industry and the promotion of downstream beneficiation of steel as called
for in government’s policy documents (NGP, 2011).

It has been highlighted by Engineering-News* that a large number of jobs are
being lost in South Africa as businesses move towards importing cheaper
products from China, as compared to manufacturing locally. In 2013, the official
unemployment rate was around 25% with estimates of up to 34% if discouraged
work seekers are included. This could have a detrimental effect on the South
African economy as a whole, if it is left to continue (MacDonald, 2012). The
expectation is that SA government should intervene and implement measures
that would turn the situation around and minimise the negative impact of China
on South African economy. This expectation emanates from the obvious reason
that South Africa is rich with mineral resources, and that should work to the
country’s competitive advantage.

Jenkins and Edwards (2012) conducted a study on the “Chinese Competition and
the Restructuring of South African Manufacturing” which gives a good basis in
understanding the impact of Chinese imports on the manufacturing sector in
general within South Africa. However, they did not investigate whether this
impact is witnessed in the steel industry and its value chain. This study aims to
fulfil this gap, taking into consideration whether there is a role that government’
trade policies play in trade between South Africa and China, and whether these
policies in particular assist the Steel Industry and its value chain. Previous
studies did not specifically focus on the role of South Africa’s government policies

! Issue of 12 August 2012
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with regards to the steel industry and what should be done to alleviate the
possible negative impact that China might have on South African steel industry
value chain.

1.3. Problem Statement

China has recently been seen as the most dominant and the fastest growing
economy in the world. There has been a lot of pressure on South African Steel
products to compete with Chinese steel products in the world market’, and so far
South Africa is trailing behind China. Given this poor performance, concern is
raised whether government policies may have a role to play in the prospects of
the steel industry value chain in South Africa. It is of interest to define what role
government policies have on the steel industry value chain and their ability to
compete with China, and to suggest how these policies could be refined so that
they can boost the South African Steel Industry and its value chain.

1.4. Objectives of the study:

To:

1. Confirm the impact of the increased imports of Chinese steel products on
the manufacturing of steel product’s within South Africa;

2. Investigate the reasons why China is apparently dominant with regard to
inter-trade in steel products between the two countries whereby exports of
steel products from China into South Africa seem to dominate compared
to the other way round;

3. Investigate whether there is a role that government’ trade policies play in
trade between South Africa and China, and whether these policies in
particular assist the Steel Industry and its value chain. (Effect of SA
policies on the performance of steel industry value chain);

4. Investigate the possible reasons why government policies in South Africa
are not assisting the steel industry value chain as expected if that is a
case;

5. Establish whether government policies in South Africa can be modified
and accepted by the relevant international bodies which include WTO,
BRICS and China; and

6. Table recommendations to policy amendments to improve the status of
trade in the steel industry value chain in South Africa.

1.5. Research question

What effect has china’s participation in SA steel market had on the Steel
Industry’s Value Chain in view of existing Government policies and the
connection to un-competitiveness of South African manufactured steel products?
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1.6. Hypothesis

He hypotheses considered are listed below as follows:

= 1HO - Chinese imports are not rated by South African manufacturers
within the steel industry chain, as one of the top two constraints to better
performance of the Steel Industry in the South African market.

1H1 - Chinese imports are rated by South African manufacturers within
the steel industry value chain, as one of the top two constraints to better
performance of the Steel Industry in the South African market.

= 2HO - There is no decline in production of steel related products in South
Africa due to imports from China.

2H1 - There is a decline in production of steel related products in South
Africa due to imports from China.

= 3HO — South African policies do not contribute to the un-competitiveness
of the locally produced steel products in South Africa.

3H1- South African policies contribute to the un-competitiveness of the
locally produced steel products in South Africa.

= 4HO - Chinese steel products are not superior to South African steel
products in both international pricing and quality when compared in the
South African market.

4H1 - Chinese steel products are superior to South African steel products
in both international pricing and quality when compared in the South
African market.

= 5HO - Imports do not affect the downstream steel industries more than the
up-stream industries.

5H1 - Imports affect the downstream steel industries more than the up-

stream industries.

= 6HO - Small companies within the steel industry value chain are not more
affected by imports than large companies.

6H1- Small companies within the steel industry value chain are more
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affected by imports than large companies.

= 7HO — There is no difference in perception between categories of steel
manufacturers that Chinese steel products in South Africa are a serious
threat to their survival.

7H1 — Not all categories of steel manufacturers perceive Chinese steel
products in South Africa as a serious threat to their survival.

= 8HO — There is no difference in the way that Government agencies
overseeing the Steel Industry, Steel Manufacturers and the Industry
Associations perceive the challenges to Steel Industry.

8H1 — Government agencies overseeing the Steel Industry do not
perceive the challenges to Steel Industry in the same way as Steel
Manufacturers and the Industry Associations.

= 9HO - There is no difference in views between Government agencies,
Steel Associations and Manufacturers regarding the suitability of policies
and priorities for the steel industry.

9H1 — Government agencies do not have similar views with Steel
Associations and Manufacturers regarding the suitability of policy and
priorities for the Steel Industry.

= 10HO - There is no difference in views of Government agencies, Steel
Associations and Manufacturers, regarding the threat of Chinese products
to South African Steel Industry.

10H1 - Government agencies do not have similar views with Steel
Associations and Manufacturers regarding the threat of Chinese products
to South African Steel Industry.

1.7. Research Motivation

The main reason for undertaking this study is to understand what contribution,
government policies have towards minimizing the impact of China on the steel
industry value chain in South Africa. The results of the study could be used by
policy makers to amend current policies or develop policies that would assist in
growing the steel industry in South Africa and making them competitive in the
global market.
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1.8. Scope of the research

This research focuses mainly on the Steel industry value chain in South Africa,
and role of policies related to the steel industry and its value chain. This study
was undertaken between January and November 2014.

1.9. Limitations (prior to starting the study)

Limitations included:

= Lack of funds — the researcher could not distribute questionnaire by paper
and also not able to have a face to face surveying due to lack of funds.
Electronic survey was selected for that reason.

= Access to information — some information requires that a researcher pays
the subscription fees in order to access that information. This includes a
list of all the industry participants within the steel industry value chain, for
which the survey could be distributed to. This led to a researcher using
only available contacts or information through industry association’s
websites and a few other websites which would have such list.

1.10. Layout of the chapters

Chapter 1 deals with the introduction to this study, the rational for the study,
objectives and the hypothesis for the study. The chapter includes research
guestions and scope of research. Chapter 2 deals with literature around the
South African economy, effects of China on the African continent, trade between
China and South Africa, steel industry specifics and government policies
applicable. It represents the literature around the steel industry value chain within
South Africa and identifies the gap in the existing knowledge. Chapter 3 covers
research methodology. It highlights primary and secondary sources used in the
research and the methods used to collect relevant data. Chapter 4 discusses the
results and the analysis of the research. Chapter 5 brings in discussion based on
the findings of the research. Chapter 6 covers recommendations and way
forward. Chapter 7 covers the conclusion of the research.
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2.1. South African Economy

2.1.1 Economic performance

South Africa is among the developing countries and classified by the World Bank
as an upper middle income country (WorldFactBook, 2013). It is considered an
emerging market (WorldFactBook, 2013) and is a member of the G20 as well as
BRICS. South Africa’s gross domestic product (GDP) comprises less than 1% of
the world’s total and is ranked 26th in the global market (JSE, 2013, p1). The
country’s GDP can be subdivided as follows: 64.9% is contributed by the
services sector, 32.1% by manufacturing, and 2.4% by agriculture (JSE, 2013,
pl). South Africa is rich with natural resources, well-developed financial, legal,
communications, energy, and transport sectors and modern infrastructure
supporting a relatively efficient distribution across the country (WorldFactBook,
2013). In addition, South Africa had a healthy growth between 2004 and 2007
due to its stable macroeconomic policies and an increase in overall global
demand, but began to slow in the second half of 2007 due to electricity crisis and
the subsequent global financial crisis’ impact on commaodity prices and demand
(WorldFactBook, 2013).

South Africa is the world’s largest producer of platinum, gold and chromium
(WorldFactBook, 2013). Gold, diamonds, platinum, other metals and minerals,
along with machinery and equipment are the country’s key exports (JSE, 2013,
pl). Metals, metal products, machinery and equipment sub-sectors are the
largest employers in South Africa (estimated at 25% of total employment), (Jwali,
2012, p26).

Like many others, South Africa’s economy was partly constrained by the slow
economic activity in some of its major trading partner countries, as well as
moderate domestic demand in the years during and subsequence to the global
recession mentioned. In addition, South African economy has been weakened by
a series of strikes in different manufacturing sectors including mining, and the
depreciation of the country’s currency (OECD, 2013, p17). The rand weakened
from about R6 per US dollar in 2005 to around R10/$ in 2013 (see Figure 2.1
below).
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Figure 2.1 - SA’s exchange rate
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Source: World Bank, World Development Indicators online Database.

According to JSE (2013, p4), depreciation of the rand plays a bigger role than
any other factors, in the increase on South Africa’s inflation. A high oil price,
whether the result of exchange rate depreciation or an increase in USD oil prices
translates into higher transport costs which when sustained for some time
ultimately impact on the general level of prices (JSE, 2013, p4). As a result of
pressure on exchange rates, productive sectors of the economy involved in
importing raw materials and exporting finished products, such as the
manufacturing sector, are directly affected. The pressure on manufacturing
sector in particular is in addition to other challenges it is facing as the unstable
nature of the South African manufacturing sector has been worrisome for a lot of
investors around the world (JSE, 2013, p5 and OECD, 2013)

South Africa has had a very slow recovery since the recession in 2008-09 as
compared to other BRICS countries (OECD, 2013, p11). Imports grew at a very
high rate than exports since the recession in 2008 and 2009 mainly due to the
overvaluation of the rand, resulting in negative contributions of the net exports to
real GDP growth in 2010 and 2011 (OECD, 2013, p17).

A review of the exports and imports composition gives a closer perspective on
the South African Economic thrust into foreign markets and is considered next.

2.1.2 Exports and imports composition over the years

According to Kaplan (2008, p3), all sectors of South African economy are
overcrowded by imports except the mining and minerals sector. This implies that
South African manufacturing sector is also affected, and being a significant
contributor to the economy this does not bode well for the country. On the other
hand a strategy of increasing exports manufacturing as compared to increased
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imports should help improve the economy. Kaplan (2008, p3), said “increasing
manufacturing growth and manufacturing exports will both increase employment
since manufacturing is more labour intensive (and especially more unskilled
labour intensive) than other sectors and raise output growth, since this will have
pecuniary and technological spill-overs through the economy”.

South African imports grew from about R41 billion in 2009 to about R100 billion
in 2013 (WorldFactbook, 2013 and Trading Economics, 2013) as indicated in
Figure 2.2 below. The main imported commodities include fuel (24% of total
imports), motor vehicles (10%), electronics (3%), pharmaceuticals (2%), food and
scientific instruments, and machinery and equipment (Trading Economics, 2013).
The origin of these imports (imports partners) include China 14.3%, Germany
11%, US 8%, Japan 6%, Saudi Arabia 6%, India 4%, UK 4% (2011), United
Kingdom, Iran and Angola (Trading Economics, 2013 ). These Figures indicate
that Chinese products were the most imported by total value to South Africa,
hence Chinese products dominate all other imports into South Africa.

Figure 2.2 - South African Imports
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Adopted from: Trading Economics, 2013.

South Africa’s exports have also increased over the years from around R45
billion in 2009, to about R85 billion in 2013 (see Figure 2.3). South Africa is the
world’s biggest exporter of chromium and platinum which accounts for 8% of the
total world’s exports (Trading Economics, 2013). Other exports with their share of
the world’s market include: gold (8%), coal (6%), iron ores (7%), motor vehicles
and car parts (5%) and diamonds. The main export partners are: Japan (10% of
South Africa’s total exports), United States (10%), Germany (7%), United
Kingdom (6%), China (13%), Netherlands (4%), India and Belgium (Trading
Economics, 2013). The Figures indicate that South Africa exports most of its
products by value to China.
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Figure 2.3 - South African Exports
SOUTH AFRICA EXPORTS
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Considering both imports and export trade Figures provided, China is therefore
by the time of this study effectively South Africa’s biggest trade partner by value
of products. Given this significant level of trade and its implication of the South
African economy, it is worth considering how balanced the trade between China
and South Africa is. The sections that follow explore this point. The next section
considers China’s trade in Africa in general, followed by China’s trade with South
Africa in particular.

2.2. China in Africa

It is well known that the African continent is a market that South Africa aspires to
dominate given its presence in the continent and compared to other African
countries, its relatively advanced economy which gives it a competitive
advantage. It will be informative to understand the participation of China in Africa,
in order to ascertain prospects for South Africa in competing for the African
market.

Jenkins and Edwards (2013, p4) note that in the past, South Africa had a
considerable participation in African countries with a steady growth, but most of
these businesses are starting to fade away and South Africa’s market share in
Africa is declining due to the presence of China. Figure 2.4 below shows that
South Africa’s share of exports into Sub-Sahara (SSA) countries steadily
declined, while China’s share of exports in the same countries rose. The
countries representing SSA markets imported more consumer products from
China, compared to imports from South Africa, between 2007 and 2010,
indicating that China has overtaken South African in market share in SSA.
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Figure 2.4 - Changing share structure of 10 Sub-Saharan African (SSA)

countries manufacturing imports, 1997 - 2010
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Adopted from Jenkins and Edwards, 2012.

According to a study conducted by Jenkins and Edwards (2013, p23), “on
average, SA exports to the 10 fastest-growing African countries would have been
almost 10% ($900 million) more had it not lost market share to China between
2001 and 2010, costing the country more than 77 000 jobs over this period”.
Keet (2007) noted the Chinese operations in Africa have raised a lot of questions
to most economists, on whether African countries are benefiting from these
operations. Some of these economists, according to Keet (2007), are of the
opinion that even if the African countries might be benefiting, the Chinese
government gains extraordinarily from these operations than the African
countries themselves. This involvement is likely to see businesses in the African
countries, including South Africa suffering as China’s wide ranging associated
incentives increase its accessibility to African markets. It is common knowledge
that African countries accept these offers due to better terms provided by
Chinese as compared to most western countries including the United States. The
financial and other support that China offers to African countries gives China
some economic power over these countries, and will see these countries being
more lenient or abiding in terms of installing policies that will be seen as
overpowering the Chinese. Davies (2010) says the aid pronouncements that
China offers to Africa are clearly included to “sweeten the deal for recipient
governments”. Analysts see this situation as a sign for lack of ability for African
economists to negotiate better terms for their home countries.

Renard (2011, p23) states that trade with China does not, on balance, encourage
the expansion of Africa’s manufacturing and processing goods industries. Until
2007, China’s share of manufactured goods was skewed with comparatively
much higher magnitude of exports of finished goods to Africa than imports of
finished products from Africa (see Table 2.1 below).
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Table 2.1 - Chinese trade in manufactured goods by origin and destination

Exports Imports
Share Annual percentage | Share Annual percentage
change change

2000 | 2007 | 2007 2000 | 2007 | 2007
World 100 100 27 100 100 17
North America 319 | 276 |15 11.8 | 8.7 16
South and central America | 2.5 3.3 15 0.3 0.8 16
Europe 215 | 266 | 30 175 | 155 | 21
Cls 1.3 4.0 74 1.9 0.7 23
Africa 20 |30 41 02 |04 40
Middle East 25 |37 51 07 1.0 19
Asia 38.3 |31.7 |25 67.6 | 729 16

Source: WTO International Trade Statistics. 2008.

Adopted from Renard, 2011.

This should be of major concern to South Africa, which is expected to develop
strategies to counteract this threat of China dominating the African markets. To
do so, it is useful to understand China’s competitive advantages and the
strategies it uses to gain market share in Africa.

2.2.1. Competitive Advantages for China

Renard (2011) argue that most Chinese companies receive enormous support
from the government in different ways which helps them achieve lower prices on
manufactured products. He further claims that support from the Chinese
government is in the form of incentives to promote exports and the imposition of
high import duties, tariffs and quotas on incoming finished goods, but lower
duties on imported components and raw materials into China which are aimed for
re-exports. This trade was further boosted by foreign investments (see Figure 2.5
below) into the country, and other policies designed to improve exports and
relations to other nations (Renard, 2011, p9).
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Figure 2.5 - China’s financial commitments in infrastructure projects in
major countries (2001 — 2007)
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Adopted from Renard, 2011, “China’s Trade and FDI in Africa”.

Chinese imports from African countries are mainly in a raw material or
components form, and these are converted or assembled into finished products
through efficient processes supported mainly by cheap labour, and exported to
the rest of the world at very low prices (Renard, 2011, p10). According to Renard
(2011), off-shoring, the cheap labour, government subsidies, lower import costs,
weaker currency and the efficient production methods helps the Chinese
companies to achieve lower production and selling costs than any other country
especially African countries. In addition, China’s support from the government,
through subsidies and other methods is very complex and is not open to public
knowledge (Renard, 2011). All these support systems give Chinese companies
an advantage over African countries, such that their prices are far cheaper and in
some instances they manufacture highly advanced and sophisticated products
with complex technology that cannot be easily replicated. One of the criticisms
levelled against Chinese companies operating in Africa is that they employ more
Chinese labourers than the locals (Davies, 2010).

Further, China came in and offered to finance some of the strategic African
projects, which were failing because of bankrupt companies due to recession
(see also Figure 2.5), and that gave them a foot into these businesses and the
African market (Davies, 2010, p13). With assistance from Chinese government,
Chinese companies would win contracts in African countries due to the fact that
they would still bid at a lower price than local construction companies. Davies
(2010) claims that, the lower prices emanate from imports of machinery,
equipment, semi-finished materials used for construction, which are imported
from China at lower prices and some kind of subsidies received from their
Chinese government. In these projects, Chinese companies would bid at lower
prices than locals, due to their use of low cost Chinese labour and Chinese
subcontractors. The other challenge for African countries is that, most of these
development projects are negotiated by the project owner himself (who might be
a private company) with Chinese companies, and in most cases would benefit
from achieving their projects or capital investment at a lower cost, therefore
would prefer Chinese bidders than the locals (Liu and Stocken, 2012).
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In an attempt to explain the relationship with China, Keet (2007) suggest that
African policymakers lack the necessary tools to be able to negotiate beneficial
trade deals with their major trading partners, including China.

It is apparent that if South Africa aspires to compete with China in the African
continent, then it needs to come up with better deals than what the Chinese are
offering the African countries. The next section looks at trade between South
Africa and China.

2.3. Trade between SA and China

In South Africa, it is a norm to hear people and the government promoting the
purchase of local products and/or brands, with a slogan “Buy Proudly South
African”. Local manufacturers favour this drive and openly appeal to South
Africans to support locally manufactured products. However, the China effect is
being felt in South Africa as well with the rest of the world, where businesses
increasingly look towards China to source products rather than supporting local
manufacturers because goods manufactured in China are cheaper. South Africa
has felt the effect most predominantly in the clothing, textile and motor industries
(Jenkins and Edwards, 2012, p2), and also in the local electrical manufacturing
industry where the appeal of cheaper, mass produced electrical components has
resulted in an increasing number of imports at the expense of locally produced
products (MacDonald, 2012).

The increase in the number of Chinese imported products has led to Chinese
manufacturers shipping the goods themselves, so that local suppliers can take
advantage of their cheap products. According to MacDonald (2012), “It is far
easier to place an order with a Chinese manufacturer and sell it when it arrives
than deal with unions and the complexities of the labour laws”. In contrast,
MacDonald (2012) argues “flooding the country with cheap imported goods does
nobody any good in the long run, and could cause the local economy to stagnate
and grind to a halt if it is not dealt with in the near future”.

Trade between South Africa and China grew dramatically over the past decade,
with China dominating in the trade of finished products. It may be argued that the
raw materials exported to China from South Africa are converted to finished
products and sold back to South Africa and the rest of the world. Table 2.2 below
indicates the profile of trade between the two countries between the years 2000
and 2010.
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Table 2.2 - SA Trade with China by Type of Product (% - Trade Imbalance)

Exports Imports

2000 2010 2000 2010
Raw materials 43% 81% 3% 1%
Intermediate goods [45% 17% 21% 16%
Consumer goods 2% 0% 52% 40%
Capital goods 10% 1% 24% 42%

Adopted from: Jenkins and Edwards, 2012.

South Africa, exports mainly raw materials to China, while importing mainly
finished or semi-finished goods from China. This trade has grown in a way that
creates a huge imbalance in trade between the two countries as shown in Figure
2.6 below.

Figure 2.6 - China’s Share in SA’s Imports and Exports of Manufactures,
1996-2010 (%)
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From Table 2.2, South Africa’s exports of raw materials were 43% compared to
3% imports of raw materials from China in year 2000, and this changed to 81%
and 1% in 2010, respectively. On the other hand, South Africa exports were 2%
compared to 52% imports of consumer goods from China in year 2000, and this
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changed to about 0% and 40% in 2010 respectively. Clearly the proportion of
value added goods traded between the two countries increased in favour of
China during the intervening period. Combining the information in Table 2.2 and
Figure 2.6, it may be adduced that the level of trade between South Africa and
China greatly increased from 2000 to 2011 and is projected to increase further.
However the trade in value added goods is greater from China compared to
those from South Africa which supplies mainly raw materials to China, and the
overall share of the growing trade is tipped in favour of China. It may be argued
that China benefits more from this trade relationship than South Africa.

As imports of these products have generally grown, it is expected that the local
firms, will experience loss of market share, which ultimately leads to laying off
employees to reduce production costs. Another effect of increased imports, in
particular products from China has been described by several authors (e.g.
Renard, 2011; Edwards and Jenkins, 2013; Davies, 2010) as an overall price
reduction to the concerned consumer products. They claim that since China can
afford to export their finished products at lower costs than most countries, the
products come in at lower prices in the market which forces competitors to drop
their prices as well.

It is apparent from this section that the general trade between SA and China has
increased over the years and growing rapidly with products from China gaining
market share in South Africa disproportionately more than the reciprocal trade.
As the domestic environment between the two countries has been noted to be
different by authors mentioned in this section, the different setting may be
contributing to the favourable trading situation for China in the South African
market. The next section looks at the situation regarding the steel industry in
South Africa within the context of the general trading environment with China.

2.4. The Steel Industry in South Africa

The previous sections dealt with South African economy, in a context in which
the Steel Industry is operating and the general challenges facing manufacturing
in the country. It was necessary to first look at the general conditions of the South
African economy and manufacturing since the steel industry is linked with other
sectors and affected by what transpires in for example: the motor industry,
building and construction, mining industry, and other manufacturing sectors,
which are in most instances, customers to the steel industry. This section looks
at the Steel Industry and how this sector is performing in relation to China.

Steel industry in South Africa represent an estimated 33% of the country’s
manufacturing (Jwali, 2012, p116). South Africa is the largest steel producer in
Africa (almost 60% of Africa's total production) and a net exporter, positioned
10th in the world, to more than 100 countries (Jwali, 2012, p116 and SAISI,
2013).
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24.1. Steel Production

Broadly, steel industry value chain includes smelting via blast furnace and
shaping, fabrication, and final processing/ manufacturing. South Africa produces
two main kinds of steel which are plain carbon steel and alloy steel. Primary steel
products and semi-finished products include billets, blooms, slabs, forgings,
reinforcing bars, railway track material, wire rod, seamless tubes and plates
(Kumba, 2011). Jwali (2012, p117) explains that, production of steel requires
large capital which involves heavy investment in machinery. The running cost of
this operation is also exorbitant. Input materials in steel manufacturing are iron
ore and/ or scrap, coking coal, manganese and ferrochrome (in a case of
stainless steel). The most expensive component in this process is coking coal
(mainly imported into South Africa), which is used to produce coke, needed both
as the chemical reductant and as the source of energy in the process and
ferrochrome in a case of stainless steel. An alternate technology to coking coal
for energy source is the electric arc furnace (EAF) and the process uses scrap
metal and a small quantity of iron ore, but higher electricity consumption
compared to coking coal.

The cost of producing steel can be subdivided as follows, and also shown in
Figure 2.8 below: Iron ore contributes between 11% and 13% of the total cost,
coking coal up to 27%, and electricity cost (as indicated in Figure 2.7 below)
between 20 and 40% (WorldSteel Association factsheet, 2008; Deloitte & Eskom,
2013), labour amounts to 12% and the greater part of the remaining cost (+/-
20%) is logistics costs (Kumba, 2011, p6). Scrap metal is also used in certain
grades of steel and helps reduce the overall cost of steel (Jwali, 2012, p117).
From this breakdown, it is clear that energy cost is the highest at 57% (electricity
at 30% and coking coal at 27%), followed by logistics costs at 20% which
contribute the biggest portion of the total costs of the final steel produced.

Figure 2.7 - Electricity costs as a % of total operational costs — various
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Figure 2.8 - Steel production Cost breakdown as percentage of
otal costs
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Iron ore is produced locally, while coking coal is imported because it cannot be
made competitively within South Africa. This is due to the excessive amount of
electricity required for the production process. It is worth noting that the same
scenario can be observed with the production of stainless steel within South
Africa, where ferrochrome is a major cost contributor. South Africa is currently a
leader in the production of ferrochrome in the world. This position is however,
under the threat of China, as they are beginning to import high volumes of
chrome from South Africa, and producing ferrochrome at a cheaper price due to
their low cost electricity. Transportation of steel is normally done by road which is
also expensive. It would be much cheaper to transport steel by rail if the network
exists or was efficient compared to road transportation (Kumba, 2011, p14). An
alternative source of energy or cheaper electricity, and cheaper means of
transportation would make steel in South Africa more competitive.

Nevertheless, the report by the Competition Commission (2010) argues that
production of steel in South Africa is actually competitive compared to other
countries producing the same type of steel, except China. The challenge is in the
transport/ logistics costs mainly for export markets, which is higher than most
competing countries. A good example is that of China’s where their logistics
costs amount to about 11.2% of the total steel cost, on average, compared to
South Africa’s 20% (Ernst & Young, 2013, p29)). A 25% discount on iron ore is
offered to metal producers like ArcelloMittal South Africa (AMSA) and others for
local beneficiation, which helps boost the competitiveness of the South African
steel, otherwise they would find it difficult to sell steel in the export market
(Kumba, 2011, p9). This is illustrated in Figure 2.9 below which compares the
cost of production of wire rods in SA and China, other variables being kept
constant. It shows that the production cost of wire rods in SA with the 25%
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discount compares favourably with the production cost in China before shipping
to SA

Figure 2.9 - Steel Usage in Converting and Fabrication (Wire Rod example)
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Steel prices to South African consumers are based on the import parity prices
(IPP), which are international prices. The report by Lundall et al (2008) is in
agreement in that AMSA actually charges different prices for local markets and
export markets, with local prices charged at about 40% more than export prices
(see Table 2.3 and Figure 2.10). AMSA can do this as there is minimal or no
competition from local manufacturers. In addition, AMSA receives subsidies or
better prices on raw materials (Kumba, 2011, p17) and electricity due to their
strong bargaining powers, giving them advantage over other manufacturers or
importers, who do not receive the same benefits as AMSA.

Table 2.3 - Mark-ups of basic metals prices 2003/04(US$/t)

Carbon steel Stainless steel Aluminium
SA net export 100 100 100
price
EU (European 122 120-139 107
Union) price
East Asian price 101 113 104
SA buyer price 146 130 105-109

Adopted from: Lundall, et al, 2008.

AMSA charges prices equal or closer to import prices to domestic market (i.e.
IPP — Import Parity Prices) or even higher with the justification that their product
is of a higher quality than imports (lundall et al, 2008). This gives AMSA an
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advantage and a whopping 54% profit margin on some of their steel products
(Competition Commission, 2010). In the export market however, competition
from China and other low cost producing countries limits profit margins.

Figure 2.10 — Hot rolled coil steel prices - an example, US$/t (2004 prices)
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AMSA has negotiated cost plus 3% only on the prices of iron ore with Kumba
which is expected to help local convertors to be able to match the competition
prices from China (competition commission, 2010). Nevertheless, local steel
prices are still higher despite the concessions made to AMSA. A report by the
Competition Commission (2010) found that South African prices have, for the
most part, been at the same level with those charged in the high price countries
such as the US, Canada and the EU even though costs in SA are likely to be far
lower than in these countries and closer to those in the lower price countries (see
Figure 2.11 below).
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Figure 2.11 - Hot Rolled Coil Prices (US $/t — 2004 — 2010)
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Steel at IPP is relatively expensive according to the competition commission
(2010), particularly if prices are at their peak, making the downstream
manufacturers’ products un-competitive. In 2012, the Mail and Guardian?
reported that AMSA and others in this category enjoyed benefits of cheaper iron
ore, but it is claimed that the discounts are not passed on to the downstream
producers. Apparently, it is difficult for government to ensure that the benefits of
cheaper iron ore and discounted electricity are passed on to downstream
industries in the form of cheaper steel prices (Kumba, 2011). According to the
same Mail & Guardian, AMSA has been accused by the government for many
years of not passing on the cost benefit in the form of cheaper steel, although the
company has consistently denied this. This is despite the findings by the
Competition Commission (2010) that AMSA can produce steel cheaper than
most countries producing the same kind of steel, and that AMSA's profit margins
are exorbitant by which they can clearly afford to drop their prices. Mining
Weekly?® noted that it is clear that South African manufacturers are missing the
competitive advantage they would have gained from buying steel at reduced
prices if they are charged at IPP which is the same price they would pay if they
had to import steel. Government has suggested steel to be priced at EPP (Export
Parity Price), which according to Competition Commission (2010), in comparison
would be 40% cheaper than the price at IPP.

The majority of South Africa’s steel operations (particularly the mini mills) are
currently either marginally profitable or in a loss making position (Kumba, 2011).
These mills do not enjoy the same benefits as AMSA, therefore meaning that the
option of selling their steel at lower steel prices as suggested by government is
likely to have an adverse impact on the viability of these plants (Kumba, 2011,
p6). According to Kumba (2011), the structural lack of export competitiveness of

2 Issue of the 14™ December 2012
® Issue of the 25 January 2013
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South Africa’s steel manufacturing industry limits growth opportunities for the
industry. This is also emphasised by Gilmour (2011), saying that the major
impediments to achieving the objective of finding more export market are decent
logistics (mainly rail and port infrastructure) and availability of energy and water
resources. Figure 2.12 below shows the cost comparison of the South African
steel with Brazil and Ukraine delivered to two destinations which are North West
Europe and China. It is apparent from this graph that South African steel is more
expensive than the selected competitors in export markets due to higher
structural costs.

Figure 2.12 - Cost Comparison of South African exports with international
competitors (HRC full cost Q1 2010, US$/t
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2.4.2. Steel Industry Outlook

“The primary steel industry is a significant contributor to the South African
economy and earns considerable amounts of valuable foreign exchange.

South Africa is ranked 20th in terms of crude steel producing countries in the
world producing about 1% of the world’s crude steel” (SAISI, 2013). In 2014, total
South African crude steel production was about 10 million tonnes per year, while
the primary steel producers’ manufacture about 8 million tonnes of finished steel
products per year of which about 5 million tonnes was consumed domestically
(SAISI, 2013).

According to SAISI (2013), steel manufacturing in South Africa has declined
tremendously, whereas imports of primary carbon and alloy steel products have
increased from 50 000 tonnes per quarter in 2000, to 220 000 tonnes per quarter
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in 2012 as shown in Figure 2.13 below (SAISI, 2013). Figure 2.13 also shows
that imports of primary carbon and alloy steel products (excluding semis,
stainless steel and drawn wire) during the twelve months, July 2012 to June 2013
amounted to 1 146 301 tonnes, an increase of 17,5% compared with 975 840
tonnes of primary carbon and alloy steel products imported during the previous
corresponding twelve month period (SAISI, 2013).

Figure 2.13 - Imports of Primary Carbon and Alloy steel products (1998 to
Q4 2012)
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Ironically, Figure 2.14 depicts that imports of value added steel in South Africa
exceeds the domestic sales, and that more sales of steel products manufactured
in South Africa is in export market. Stainless Steel consumer goods over recent
years, has been driven by the cookware and cutlery sector (Jwali, 2012, p118).
However, the downstream industries are dominated by imports. According to
Jwali (2012), no less than 75% of stainless steel consumer goods are imported,
mostly from Asia. There is thus a great potential for growth in this sector, but in
the face of tough competition (Jwali, 2012, p118). Southern Africa Stainless Steel
Development Association (Sassda) on the other hand argues that the stainless
steel industry cannot compete with cheap Chinese imports, if the playing field is
not level, reported in the Engineering-News®. A further claim by Sassda is that
Chinese manufacturers obtain government subsidies, while South African
manufacturers do not get. The Association believes that the playing field could be
levelled by increasing import tariffs on finished stainless steel products to WTO
bound rate of 15% instead of 0% and that there are situations where some

* Issue of the 25 October 2013
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imported raw materials for the industry are subjected to tariffs, while finished
products are subjected to 0% tariff. Another challenge noted by Sassda is tariffs
being bypassed through the ?ractice of waiving tariffs from products imported
into South Africa for projects”.

Figure 2.14 - Steel Sales: domestic sales, exports, imports and embodied in
value-added exports, tons ‘000.
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Contrary to the view that the decline in manufacturing in South Africa is related to
a slowdown in consumer spending (IDC, 2013, p11), SAISI (2013) states that the
consumption of steel in South Africa has increased, with the increase being
compensated by the rise in imports rather than local manufacturing. The
domestic market for the steel and engineering sector represents about 44% of
the total market for SA steel (Statistics SA), and the breakdown is illustrated in
Figure 2.15 below as comprising of 7% consumed by mining sector, 51%
consumed by the manufacturing sector in general, 2% by agriculture and 40% by
building and construction sector (SAISI, 2013; Langenhoven, 2014).

% Issue of the 25 October 2013
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Figure 2.15 - South African Steel Consumption by Industry
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It is clear that the manufacturing and construction sectors have the biggest
impact on the performance of the steel industry and whatever affects them will
have a ripple effect on the steel industry. That means if there is a decline in the
level of activities in these two sectors, the same results will be seen in the steel
industry as well. According to Langenhoven (2014), the main drivers of the steel
industry growth are the auto sector, investment products going to the mining and
construction sectors, and public sector investment. The public sector investment
is expected to grow at 5% over the next two years (i.e. 2015 and 2016) and the
private sector investment at 3% (Langenhoven, 2014).

There is potential for growth for the steel industry in South Africa and in Sub-
Saharan Africa. Countries in Sub-Saharan Africa are expected to register positive
growth rates of above 5% in 2015 (Mhango, 2011). Increased activity is therefore
expected, especially in the roads, housing, hydro-power, oil & gas, and ralil
network across the entire Sub-Saharan region in Africa which will boost
construction in the region (Mhango, 2011), and hence the use of steel. To take
advantage of this prospect, there is a need for South African steel producers to
focus on getting the cost of steel lower to be able to compete with the Chinese
and other steel producing countries in this market. From the information given
previously in this section, it is apparent that government policies should consider
logistics networks and sourcing of alternative or cheaper energy to support the
industry. However, there are challenges in this regards, as the electricity prices in
South Africa increased sharply from 2008 to 2013. Langenhoven (2014) states
that there were significant upward pressure on steel and production prices in
2013 and 2014 emanating from currency weakness, fuel and electricity price
increases and wage increases.
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2.4.3. Market Structure

Figure 2.16 - Market Structure
Market Structure
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Source: Competition Commission, 2010.

The major players among the producers in the steel industry are AMSA, Highveld
Steel, Scaw metal, Cape Gate and Cisco (see Figure 2.16). The next level of the
steel industry that is fabricators are not covered in detail in this study. According
to the competition commission (2010), AMSA holds the biggest share of the

market with about 80% share in the flat steel and 52% in the long steel
production. AMSA can therefore be a monopoly in terms of pricing and
controlling of the markets. Metal beneficiation and value chain

Figure 2.17 below shows different stages of steel value chain and the flow of
material from one stage to the other. This is shown to also explain the effect of

imports in the steel industry value chain.
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Figure 2.17 - Steel Industry Supply Chain
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Competition fromimports increases towards the final stages of
steel processing. More competition from imports on finished
products.

Increased imports in competition with stage 3 and stage 4 of the value chain will mean
less production/ low demand of steel on stage 2.

In stage 1 involves the extraction of raw ore which is used to produce steel and
bigger players in this stage are Kumba with the biggest market share, followed by
Assmang. A portion of Iron ore from stage 1 is transferred to stage 2 for smelting,
while the balance is exported.

Stage 2 comprises the steel manufacturing companies or mills which process the
raw iron ore. This market also has few players, with Acellormittal SA being the
dominant, followed by HighVeld Steel, Scaw Metal, Cape Gate, Cisco, Columbus
Stainless, Billiton, and other small players. Steel processed at this level is
transferred to stage 3 for fabrication, while a certain amount is exported in this
form.

In stage 3 are the steel fabricators or engineering shops. They normally take
steel in a standard form from stage 2 producers and customise it for specific
purpose. There are a lot of players in this field, from large scale fabricators to
medium and small scale companies. It is important to include these players in the
study, since the bulk of what is produced in stage 2 is meant for this market. The
decline in demand from this stage would negatively impact on the steel
production, unless the export market grows drastically.

Stage 4 are the manufacturers (e.g. motor industry, components manufacturers,
packaging industry, welding rod manufacturers, locomotive assemblers,
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construction companies and other final users of steel), or mostly the last part of
the steel industry supply chain. There are many companies in this field, and that
is where China has the biggest impact. The premise taken in this study is that
growth in imports from China displaces these manufacturers and at the end of
the day jobs are lost, and ultimately a decline in the demand of steel.
Understanding the challenges at this stage will allow one to suggest better
alternatives to improve the demand of steel.

Table 2.4 - Stages of Beneficiation and Levels Achieved

Material Stage 1 - | Stage 2 - Stage 3 - Stage 4 - %
% Raw % Processed % Fabricated Finished

Iron ore to steel 100 30 30 15

Chrome to 100 85 9 3

stainless steel

Aluminium 0 100 30 11

Zinc 100 100 90 60

Manganese 100 50 25 22

Titanium 100 15 4 Small

Copper 100 100 65 50

Lundall et al, 2008.

Table 2.4 above, shows that only a small percentage of raw materials or
commodities are beneficiated within South Africa, and that the bulk of iron ore is
exported. As illustrated in Table 2.4, while 100% of iron ore is extracted from the
mines, only 15% reaches the final stage in the beneficiation process. It should be
noted that the biggest competition is at stage 4 where high volumes of imports
are observed. This implies that there is potential for downstream manufacturers
to grow at stage 4 of the steel value chain if properly supported. However, most
of the steel in stage 1, 2 and 3 is exported, and sometimes brought back as final
products, which in most cases is found to be cheaper than the locally produced
products. Given the unfavourable position of South Africa in the steel export
market and low beneficiation in the sector, these factors can be considered major
contributors to the decline in employment in the sector over the last decade. In
summary, the structure of the steel industry in South Africa is dominated by a few
major players of which the most dominant player enjoys monopoly status that
has distorted the price structure making it unfavourable to the rest of the players
in the industry.

2.4.4. Competition from China

China is the largest steel exporter in the world. It's dominance in steel exports
imposes a ceiling on domestic prices for most countries at the receiving end
(Ernst & Young, 2013, p26). From previous sections, it was noted that the
cheaper prices are as a result of a number of aspects including subsidised
electricity and extensive support from their government. Another notable aspect
on the nature of competition from China is with regard to environmental
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compliance. In many countries, environmental compliance and remediation
substantially increase capital requirements and operating costs as environmental
laws and regulations raise costs. While standards in South Africa, Japan,
Australia and other countries in the West are similar and governments have
imposed demanding operating regulations, regions such as China and India,
have substantially less requirements that may give competitors in these nations a
competitive advantage (DataMonitor, 2011, p15). To counter this effect,
governments in some countries employ support strategies, for example via tariffs,
subsidies, loans and import restrictions, to ensure that their domestic market
remains competitive (DataMonitor, 2011, p15). Such strategies have allowed the
local steel market to continue operating even when better quality and cheaper
steel could be imported from another country. According to NEDLAC (2006),
state funds were used to upgrade and expand SOE (State Owned Enterprise)
melt- shops and mill facilities, while foreign steel firms were attracted by
favourable investment policies to establish operations and transfer technologies
to China. While there is no access to accurate information on the extent of
incentives, it is widely accepted for example, that the incentives include various
municipal rates and taxes, as well as some more significant corporate tax —
related benefits (Nedlac, 2006). The study also notes that tariffs in South Africa
and in China are low on primary and intermediate stainless steel products
(Nedlac, 2006, p13). Non-tariff barriers on trade also exist in China (Nedlac,
2006, p13), which imposes unfavourable restrictions on foreigners exporting to
China, but the most emphasis for the Chinese is to undercut South Africa and
other competing countries in terms of pricing of their steel products.

According to NEDLAC (2006), the Chinese government intervenes in the
economy in a way inconsistent with free market principles, for example subsidies
are non-transparent and investment practices lead to the creation of
unsustainable and surplus capacity. Pricing is also non-transparent and divorced
from market discipline because of interventions and support from the government
(Nedlac, 2006, p14).

In conclusion, it is apparent that Chinese manufacturers receive substantial
backing from government in many ways that gives Chinese manufacturers key
advantages over their South African counterparts. From the findings of the
Nedlac (2006) study given above, it is apparent that it would be difficult for South
African steel industry to compete with China, given the highly favourable Chinese
trade conditions as discussed. The rise in imports of beneficiated steel products,
especially from stage 2 up to stage 4 (see Table 2.4) of steel value chain means
that there is a demand of steel that can still be tapped into, which will ultimately
increase steel production in this industry. The challenge is to get these stages in
the steel value chain to be competitive from the cost perspective. It is therefore
pertinent to consider the policies that the government of South Africa has put in
place to ensure a stable future for manufacturing in the country, and the next
sub-section looks at some of these overarching plans and policies.
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2.5. Government Policies

This section explores government policies (industrial policies in particular) of
South Africa and China to identify the differences between the two policies and to
highlight the gaps and/or failures in the South African policies.

Any country requires strong policies to facilitate trade both domestically and
regionally in order to attain the desired developments and growth. Edwards and
Lawrence (2012, p20) calls it “a multi-faceted complementary approach which
allies microeconomic (industrial) and macroeconomic (real exchange rate)
policies”. Macroeconomic policies play an important role in the economy in that
they deal with the management of the country’s currency, inflation, country’s
income and expenditure, economic growth, aggregate employment, balance of
payments and general price levels to prevent excessive appreciation of the
currency and helps accumulate fiscal surpluses when the economy is at its peak,
to act as a relief when there is a sharp decline (Mohr & Fourie, 2008, p10).

One needs to understand if the policies employed by South African government
with respect to steel manufacturing are achieving what they were intended to do
hence the role of these policies on the steel industry and the entire value chain
will be explored, while verifying whether they have reduced or aided this industry
compete better with China. The measures which will be applied to determine
whether the applicable policies are having an impact in growing the steel industry
or not are: that jobs are created or current ones retained in this sector; growth in
production and profits can be registered; and imports into South Africa need to
be reduced, as a result of their implementation.

South African government has put in place the Industrial Policy Plan (Edwards
and Lawrence, 2012), the New Growth Path (NGP) and the latest being the
National Development Plan (NDP). The Industrial Policy Plan (IPP) is a policy by
government to encourage the development and growth of the manufacturing
sector of the economy. In the IPP, government takes measures aimed at
improving the competitiveness and capabilities of domestic firms and promoting
structural transformation (IPAP 2, 2013). A country's infrastructure in particular
transportation, telecommunications and energy industry are a major part of the
manufacturing sector (IPAP 2, 2013) and has a key role in the IPP. Industrial
policies are sector specific, unlike broader macroeconomic policies. They are
sometimes labelled as interventions as opposed to just guidelines, for a particular
industry (Edwards and Lawrence, 2012). Many types of industrial policies contain
common elements with other types of interventionist practices such as trade
policy and fiscal policy. An example of a typical industrial policy is import-
substitution-industrialization (ISI), where trade barriers are temporarily imposed
on some key sectors, such as manufacturing. By selectively protecting certain
industries, these industries are given time to learn and improve (Edwards and
Lawrence, 2012). Non-tariff barriers are also applied in certain cases and used
as policy tools to achieve certain objectives in the economy.
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The World Trade Organisation (WTO) is an international body which provides
guidelines or frameworks on how all country’s trade policies should be if they
want to trade fairly in the international markets. The role of WTO on the
development of any country’s trade policies and how China has dealt with
requirements of WTO are explored briefly in the next section.

251 WTO and China

According to Keet (2007), investment conditions were applied by many
governments during the 1960s and 1970s in various combinations to suit the host
country and ensure that host countries are not disadvantaged as a result of trade
partnerships with foreign countries, skills transfers to local technicians and
management, and the reduction of imports into the host country. Those policies
included tariff policies to support the ‘infant industries' and economic
development and diversification required in order to improve the benefits of
foreign investment in Africa. These measures were seen as temporary to assist
local businesses to develop and become competitive.

The establishment of the WTO, previously known as GATT (General Agreement
on Tariffs and Trade), and the role of IMF, saw a lot of these regulatory
investment conditions being removed and replaced by laws that in fact forced
African countries and other nations to open up trade to anyone in the world and
not apply discriminatory conditions (Keet, 2007). The new trade conditions saw
African countries suffer from imports into their respective countries and the
increased dominance by Europe, US and other economies, followed by China
and most of the Asian countries (Keet, 2007). Chinese government has not yet
fully adopted most of these IMF and/or WTO policies while they are promising to
slowly comply, and in the meantime China benefits from some of the economic
advantages over many countries (Nedlac, 2006, p15). China’s accession to the
WTO allowed cheap Chinese products to flood global markets and affected the
status of manufacturing in the recipient countries. In effect, membership to WTO
is to the benefit of China since its exports have easier and more secure entry into
foreign markets (Nedlac, 2006, p24).

2.5.2 SA Trade Policy

Trade policies are there to facilitate trade between different countries and assist
in growing the country’s GDP. Further objectives of trade policies include,
amongst others, inclusive economic growth and development, industrial
upgrading, poverty reduction through sustainable employment and the provision
of decent jobs (DTI, 2013).

In 2013, the Minister of trade and Industry, Rob Davis mentioned that South

Africa is moderately protected by tariffs and the country’s tariffs are more
transparent and “less complex” as compared to some of the country’s trading
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partners (DTI, 2013). In most instances, policy makers are bound by existing
agreements between trading countries which create barriers or reducing freedom
in changing some of the policies to assist the domestic market, and this is also
supported by Kaplan (2008). Heavy protection of domestic industries against
imports, can sometimes call for competing countries to apply retaliatory
measures against South African exports, which will make it difficult for these
products to enter some markets. The challenge in this case is to find the correct
balance between creating opportunities for domestic market and obtaining a
common market opening (Edwards and Lawrence, 2012, p5).

A comparison of tariffs charged by different countries is shown in the table below.

Table 2.5 - Import Duties per country (Applied to Most Favoured Nations -

MFN)
IMPORT DUTIES PER COUNTRY (APPLIED
MFN % Average of AV Duties .
) 7 United (Bound RepUbI'C of
South [States of |Duty AV|| South Africa
HS code description HS code |Brazil |China [Africa |America |for RS
IRON AND STEEL 72 10.50 5.02 0.01 0.31 5.00
Non-alloy pig iron in pigs, blocks or other
primary forms, 720120 4.00 1.00 0.00 0.00 5.00
Alloy pig iron and spiegeleisen, in pigs,
blocks or other primary forms 720150 4.00 1.00 0.00 0.00 5.00
Waste and scrap of stainless steel 720421 0.00 0.00 0.00 0.00 5.00]
Semi-finished products of iron or non-alloy
steel 720719 8.00 2.00 0.00 0.00 10.00
Flat products of iron or non-alloy steel 721070 12.00 4.00 0.00 0.00 10.00
Bars and rods, hot-rolled, in irregularly
wound coils of iron or non-alloy steel 721310 12.00 3.00 0.00 0.00 10.00

Wire of iron or non-alloy steel, in coils, not
plated or coated, whether or not polished
(excl. bars and rods) 721710 8.67 8.00 0.00 0.00 10.00,
Wire of stainless steel. 7223 14.00 10.00 0.00 0.00 10.00
Other alloy steel in ingots or other primary
forms; semi-finished products of other alloy

steel. 7224 8.00 2.00 0.00 0.00 10.00
Bars and rods of alloy steel other than
stainless 722860 14.00 3.00 0.00 0.00 10.00

Wire of alloy steel other than stainless, in
coils (excl. bars and rods and wire of silico-
manganese steel) 722990 14.00 5.00 0.00 0.00 10.00

Source: WTO Tariff Analysis Online (TAO)

From Table 2.5, it is clear that imports of steel products (mostly semi- finished)
into South Africa, attract minimal or no duties on MFN (Most Favoured Nations)
as compared to other countries like China and Brazil within the BRICS grouping.
China in fact charges imports from South Africa, an average of 8% duty and also
subjected to 17% vat used in China (see Table 2.6). China generally applies
higher rates than South Africa on most of the imported finished products,
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meaning higher protectionism for China and applies very low rates on imported
raw materials (Nedlac, 2006, p34) (see also Figure 2.18 below). Engineering-
News® quotes Eugene de Klerk, saying that South Africa needs to reconsider
increasing tariffs on imports to protect the local steel industry and develop steel
value chain. He adds that one of the key drivers for job creation in the steel
industry is the level of protection the industry enjoys, saying “South Africa levies
low import tax on steel, yet there are major steel-producing countries that levy
100% tax on imported steel to protect its domestic industry”. South Africa’s tariffs
are applied on a FOB (Free on Board) basis on finished products while that of
China are on a CIF (Cost, Insurance and Freight) basis. This means that the
same applied rate will in the case of China amount to an effective rate of up to 3
percentage points higher than South Africa’s effective rate. China generally also
adds a 17% vat on all imported products, vs. South Africa at 14%. Interestingly,
bound rates imposed by WTO are much higher and could be used by South
Africa’s to its advantage to protect its steel industry from cheaper imports, say
from China. This agrees with a statement by Minister of Trade and Industry, Rob
Davies quoted above, regarding the level of protection by South Africa. Another
example is that of steel bars shown in Table 2.6 below. South Africa charges the
lowest tariff compared to most of the BRICS countries, while access into these
markets is difficult for South African exports (see Figure 2.18). Some analysts
argue that the free trade policy hasn’t generated the required levels of growth for
South Africa, and that these policies and agreements need to be reviewed
(Holden and McMillany, WP19, nd, Edwards & Jenkins, 2013, p4).

Table 2.6 - Import Duties on Steel Bars (MEN Duty Rates)

Import Duties on Steel Bars (MFN Duty Rates)
HS commodity
Country Code Import Duty VAT
Brazil 7326.90.90 18% 19%
China 7326.90.90 8% 17%
Germany 7326.90.9890 2.70% 19%
Nigeria 7326.90.9099 20% 5%
South Africa 7326.90.907 0% 14%
United Kingdom |7326.90.9890 2.70% 20%
United States 7326.90.8588 2.90% Depends on state
Source: WTO Tariff Analysis Online (TAO)

® Issue of 28 February 2014 — Eugene de Klerk is a consulting director at Deloitte
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Since 1994, South Africa has undertaken significant tariff cuts and while exports
in most sectors grew, manufactured exports continue to be heavily dominated by
resource based products (TPSF, 2010, p13). In other words, “tariff reductions
have not induced the necessary structural changes in the economy to
significantly alter the export basket beyond the range of products that reflect
South Africa’s static comparative advantage” (TPSF, 2010, p13). In the early
1990s, South Africa’s average tariff was around 23%. This has been reduced to
an average of 8.2%. The trade weighted average is 7.4%; the average tariff for
inputs is 5.4%; and the average tariff for final products is 20.2%. Most of these
rates were imposed on South Africa to accept during the Uruguay Round of
multilateral trade negotiations by the WTO (TPSF, 2010, p19). Compared to
many other upper middle income countries, South Africa has a high WTO binding
coverage (98%), (TPS, p15).

In particular, the WTO sets ceilings on tariff increases and while there are many
tariff lines that could be increased (e.g. tariff on steel bars could be increased to
10%), there are many tariff lines where the scope for increases is constrained.
The other challenge for South Africa, in making major changes to tariff policies,
are the bilateral and regional trade agreements concluded with some of the
trading partners. Some observers point out the negative implications of the
Regional Trading Arrangements (RTAS) including the costs associated with trade
diversion and the transaction costs of managing varying tariff reduction
schedules, customs administration procedures and rules of origin (TPSF, 2010,
p46).

Figure 2.18 - Simple average applied tariff rates on South African Exports,
2008

Simple average applied tariff rates on South African Exports, 2008.
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Normally, tariffs on raw materials should be reduced or eliminated to lower the
input costs for the downstream, and increase competitiveness of the local
manufacturers. Tariffs on downstream industries, particularly those that are
strategic from an employment or value-addition perspective, may be retained or
raised to ensure long-term sustainability and job creation in the context of
domestic production capabilities/potentialities and raise global competitiveness
(TPSF, 2010, p14). Recent experience has demonstrated the need to strengthen
the implementation, administration and enforcement aspects of South Africa’s
trade policy. This includes strengthening the capacity to act expeditiously against
both unfair trade (subsidised and dumped products) and surges in imports that
threaten injury to local industries. It also requires the government to step up
measures to enforce trade laws against illegal imports or counterfeit goods,
customs fraud, transhipment, abuse of industrial support programmes, and
under-invoicing. These practices are unacceptable and in various ways
undermine the local economy and result in job losses (TPSF, 2010, p15). As
compared to free trade agreements, more focused preferential trade agreements
allows for a more strategic integration process among developing countries
(TPSF, 2010, p15). It is also, increasingly apparent that tariffs are not always the
most important barrier faced in foreign markets and hence negotiating outcomes
must deal more effectively with non-tariff barriers. Criticism by Edwards and
Lawrence (2012, p20) is that the current South African strategy on tariff policies
is heavily focused on domestic concerns and has the danger of placing South
Africa at a disadvantage as South African exporters seek access to the growing
emerging economies.

Kaplan (2008, p4) argues that industrial policy in South Africa is constrained by
limitations related to the domestic macroeconomic framework and the
international agreements. Even though South Africa’s Macroeconomic policy
Framework is widely accepted, it has achieved mixed results. It has been
successful in keeping the domestic inflation at a very low level, but has not
brought stability in key prices that matter for investors, especially exporters, failed
to stabilise interest rate and the exchange rate (Kaplan, 2008). The instability or
high fluctuations in these important measures (interest rates and exchange rates)
drive away investors.

In 2008, South African industrial policy had only two explicit targeted sectors —
clothing and textiles, and autos and auto components (Kaplan, 2008, p4). The
policy focused on retaining current jobs created by these sectors and protection
against imports. The aim was to increase exports and decrease imports to
achieve this objective. Support has been in the form of rebates on FOB for all the
exports (Import Rebate Credit Certificates (IRCCs) in the automotive sector and
the Duty Credit Certificate Scheme (DCCs) for clothing and textiles. The DCC
and the IRCC were under review early 2013, since they were widely criticised by
analysts and political parties for their biasness and their exclusive focus on the
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exporting industries (Business-Day’). There was also the possibility of a
challenge by WTO since these supports were discriminatory. According to
Kaplan (2008, p5), state support can be more expensive if applied to all sectors,
and less effective and much more difficult to monitor and control, than if firms are
left to operate on their own to compete in the global market.

Trade policy needs to be complemented by other policies that enhance export
diversification by fostering competitive manufactured exports (for example the
change in the fiscal policy where a real rand that is 20% weaker is equivalent to a
20% tariff on all imports and a 20% subsidy for all exports). By successfully
implementing the fiscal policies this would create more room for a less defensive
trade strategy. South Africa does not have sufficient local demand for scale in the
beneficiation of iron ore, while it is very expensive to export the finished products,
and the trade-offs in promoting this sector are high (Edwards and Lawrence,
2012, p29). Profitability in the beneficiation of iron ore is adversely affected by
high costs of significant factors (capital, labour, logistics and energy) and high
cost of imported pellets and coking coal (Edwards and Lawrence, 2012, p29).
Edwards and Lawrence (2012, p29) suggests that mineral beneficiation is often
immensely capital-intensive, creates fewer jobs (particularly semiskilled and
unskilled jobs) per dollar of output, has heavy demands for energy and is often
highly polluting, and therefore does not really warrant extravagant assistance
from government by providing costly incentives for beneficiation which could also
draw on scarce resources that may be better used elsewhere (Edwards and
Lawrence, 2012, p29). This suggests that policy makers need to be careful in
deciding on the type of policy tools needed for this sector, to promote growth and
not just move towards measures which could cost large amounts of state funds
but produce little impact towards the country’s economy.

Flatters & Stern (2007) argue that the change in trade policies in South Africa
have mixed results, in which, in some instances, led to growth in the economy,
while in others, resulted in contraction. The impact on employment was a loss of
jobs in the downstream industry and a gain of jobs in the upstream. The net
effect according to Flatters & Stern (2007, p6) is a slight gain in employment
between the years 1990 to 2002. Their study does not support government
subsidies like Motor Industry Development Program (MIDP) in that this does not
induce growth as expected, and is costing the consumers more, and the reason
is that the car prices are higher due to increased tariffs on imports of cars and
higher car prices to subsidize South African exports through MIDP. MIDP is
therefore not a good policy tool as it draws on scarce investment and is costly at
the expense of consumers. Flatters & Stern (2007, p21) recommendations
regarding trade policies are that change to trade policies in South Africa should
concentrate on trade that does not need negotiations or approval at international
levels, and these are the service sectors, and that South Africa should
concentrate on reducing the whole range of regulatory constraints to investment
and growth that serve little function other than to increase the cost of doing
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business in South Africa. Their view is that policies should focus on economy-
wide initiatives and reforms that are likely to have cross cutting effects on all
economic sectors and households and these include continued government
investment in infrastructure, education and essential services and further
deregulation of telecommunication and transport services.

In conclusion, the information obtained from this literature indicates that current
South African trade policies do not entirely favour local manufacturing and that
tariffs in general are lower than competing countries. Elsewhere in the literature,
it is noted that South Africa is moderately protected against imports as compared
to China and other selected developing countries. It was also noted that
countries like China, India and Brazil impose higher tariffs on imports from other
countries as compared to South Africa to protect their local manufacturing. The
study of Flatters & Stern (2007) differs vastly with the views of most analysts who
advocate for government interventions which are sector specific as the needs of
the sectors differ from one to the next, while Flatters & Stern (2007) believe in
interventions that cut through all economic sectors.

The next section looks deeper into the two key South African trade policies and
what the intentions of these policies are towards South African economy.

253 Key Policies in SA Industries

South Africa has developed a framework called the Trade Policy and Strategy
Framework (TPSF) that supports growth and development of its economy. Within
this framework, specific micro-economic policies were developed to facilitate the
drive to industrial development in South Africa by addressing domestic structural
challenges and responding to global competitive challenges.

Two key national policies that affect the manufacturing sector are the New
Growth Path and the Industrial Policy Action Plan Il (IPAP 1I).

2.5.3.1 The New Growth Path

The New Growth Path (2011) seeks to create an inclusive economic growth, by
systematically encouraging labour absorptive economic activities. The main
objectives of the NGP are to create new jobs and to find ways to sustain the
current ones. This is done by supporting businesses that can absorb more labour
or create employment at a large scale due to substantial structural changes in
the South African economy. Six priority sectors are identified to support these
objectives and one of these sectors identified by NGP is mineral beneficiation.
The beneficiation strategy provides a framework that seeks to ensure that
competitiveness is achieved in beneficiation of the country’s mineral resources
(Mineral Resources, 2011, p5). Greater employment, increased exports and
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diversification of the economy are among some of the endeavours of this
strategy.

The New Growth Path identifies key job drivers which are: Substantial public
investment in infrastructure to create employment directly and indirectly by
improving efficiency across the economy; The targeting of labour absorbing
activities in the main economic sectors such as the mining value chains and
manufacturing sectors and Transformation from largely exporting raw minerals to
the establishment of value-adding facilities (i.e. beneficiation).

Among these, the efforts of beneficiation have resulted in increased revenues in
certain steel sectors and the construction of a number of large scale resource-
based investment projects, such as Columbus Stainless Steel, Saldanha Steel,
Lion Ferro-chrome smelter and others, which indicates the country’s state of
readiness for value addition even though it is still at a smaller scale than
anticipated (Mineral resources, 2011, p4).

Nevertheless, challenges to efforts at beneficiation through the New Growth Path
have been identified and include the following;

Slow transformation in some sectors from a raw material export oriented
outlook to beneficiation due to the fact that raw material producers (e.g.
Iron Ore) are tied to long term contracts with export markets (Mineral
Resources, 2011, p5).

The application of IPP (Import Parity Prices) renders most of the down-
stream beneficiation uncompetitive, especially when steel prices are at
their peak. This hampers development in the Steel industry and may be
attributed to policy failure in this aspect (Mineral and Resources, 2011 and
NEDLAC, 2006).

Shortages of critical infrastructure such as rail, water, ports and electricity
supply have a material impact on sustaining current beneficiation
initiatives and a major threat to future prospects of growth in mineral value
addition. The bulk of early-stage beneficiation programs require large and
uninterrupted supply of energy. Outlying locality of mining operations to
established manufacturing hubs and lack of infrastructure linking the two
centres of economic activities also discourage growth of beneficiation
activities (Minerals and Resources, 2011, p13).

Access to international markets for beneficiated products is limited by
trade barriers (both tariff and non-tariff) in some prospective recipients of
South Africa’s beneficiated products (Mineral and Resources, 2011 and
Nedlac, 2006).
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The challenges listed above are enormous and not easy to resolve. They require
coordinated government efforts to work on eliminating these barriers in order to
improve the current state of affairs.

According to a report by Minerals and Resources (2011), increasing competition
in the local steel industry (e.g. establishment of new steel manufacturing facility)
should be one of the interventions for countering anti-competitive pricing
strategies. Other measures being considered by government are the inclusion of
taxes on exports of iron ore and necessary changes or improvements to
infrastructure and regulations (Minerals and Resources, 2011, p14). The
Minerals and Resources report indicates that Government recognises the
constraints in the current external trade agreements and internal infrastructural
weaknesses which limit the potential for growth in the steel industry value chain
in South Africa

From the perspective of taking advantage of membership in preferential trade
blocks, the inclusion of South Africa into the BRICS grouping and the
commitment given by the countries involved to increase investment in South
Africa and provide access to markets in China could help fast track the
implementation of the New Growth Path (Jwali, 2012, p161). Within BRICS,
further opportunities for South Africa could be explored according to Jwali (2012,
p161) including opportunities for technology sharing and export of value added
products from SA, besides merely only the export of raw products and
commodities. Nevertheless, there is criticism from a number of analysts that
within the grouping, other members of BRICS countries will actually benefit more
than South Africa (Edwards & Lawrence, 2012, p22) for example Keet (2007) is
critical that the main objective of inviting South Africa into this grouping is not
necessarily to benefit South Africa, but to have an improved access to the
mineral resources that South Africa has, by negotiating better terms, and use
South Africa as a gateway into Africa as a whole, without necessarily benefiting
South Africa. With these contrasting views, it seems prudent that the government
of South Africa should carefully assess its trade relationship with BRICS and
other trade partners in general to determine whether the expected benefits to the
economy are being achieved.

To measure success of the NGP, the main indicators according to government
(NGP, 2011, p6), are jobs (the total number and quality of jobs created), growth
(the rate, labour intensity and composition of economic growth), equity (lower
income inequality and poverty) and environmental outcomes (less harm to the
environment).

In summary, the NGP is one of the vehicles that the government is employing to
grow South African economy through implementation of key objectives that
include expanding the beneficiation of minerals produced within South Africa,
and developing the labour absorptive economic sectors that create more jobs
within the country. However, as noted there are challenges to this policy that
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hinders its successful implementation and requires government’s intervention to
resolve.

The other key policy in South Africa that supports the initiatives highlighted in the
New Growth Path is the Industrial Policy Action Plan (IPAP 2), which focuses on
the industrial sectors of the economy.

2.5.3.2 Industrial Policy Action Plan Il (IPAP 2)

The Industrial policy action plan (IPAP 2, 2013) aims to support key drivers and
packages contained in the New Growth Path (NGP). The IPAP 2 (2013) is
informed by the National Industrial Policy Framework (NIPF) adopted by
Government in 2007, which in turn is informed by the NDP mentioned earlier.
The NIPF provides the more general industrial policy framework for IPAP and the
blueprint for Government’s collaborative engagement with its social partners from
business, labour and civil society (IPAP 2, 2013). A key priority of the IPAP is to
coordinate the efforts of different government departments, agencies and state
owned enterprises towards the goal of industry development and ultimately job
creation.

The policy aims to ensure a restructuring of the economy to set it on a more
value-adding, labour-intensive and environmentally sustainable growth path.
Through this policy, South Africa should have an environment which promotes
value addition to current minerals or raw materials available in the country, and
ensuring that the locally manufactured goods can compete in export markets and
with imports. The policy seeks to align skills, technology and innovation policies
to sector priorities.

IPAP targets to achieve a robust industrial policy so as to strengthen the
manufacturing side of the economy in general. The policies include: (i) incentives
directed to key industry sectors to increase competitiveness, (ii) industrial
financing, (iii) procurement policies, (iv) tariff policies, (v) interventions to prevent
illegal imports and customs fraud, (vi) skills and innovation policies aligned to
sectoral priorities, (vii) interventions designed to stimulate sub-regional growth,
including growth in key sectors and value chains by way of the Special Economic
Zones (SEZ) policy and programmes, (viii) strengthening of intra-Africa trade,
and others aimed at developing a strong manufacturing base in South Africa,
(IPAP, 2012). Another objective of this policy worth noting is the promotion of a
labour-absorbing industrialisation path with particular emphasis on tradable
labour-absorbing goods and services and economic linkages that catalyse
employment creation (IPAP 2, 2013).

With regard to the steel sector, some of the challenges or threats towards
successful implementation of the IPAP, are similar to those mentioned elsewhere
in the text and include: high electricity prices in SA, monopolistic pricing by
companies like AMSA, high port charges by Transnet for export of finished
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products, imports brought in through the presidential public infrastructure
investment programme, and labour unrest. Given these challenges, interventions
by government are required to promote the growth of the steel industry in South
Africa (IPAP 2, 2013).

In summary, the IPAP specifies the actions required to achieve the policies
identified in the NGP (2011) for economic growth with regard to the industrial
sector. Hence it addresses the “how” of achieving government’s industrial
strategies. IPAP considers the metal fabrication, capital equipment and transport
equipment as the industry cluster that is at the centre of economic development
because they produce products, applications and services used across the entire
economy. These include applications in infrastructural programmes, construction,
general engineering, mining, automotive and packaging. Therefore these cluster
of industries, namely, the metal fabrication, capital and transport equipment, are
according to government an important component of the industrialisation path
and are a key driver of the manufacturing sector’s competitiveness (IPAP, 2012).
It follows that if the competitiveness is achieved in this cluster it is expected to
result in growth in the entire industrialisation sector of the economy.

The next section explores some of the non-tariff barriers used as policy tools by
South Africa, China and other countries to protect their economy. Some of South
Africa’s steel products are subjected to these restrictions when exported to
partnering countries, thus implying that South African government also need to
explore them and address with the countries involved. A brief overview of these
non-tariff barriers is given below.

254 Non- tariff barriers as a policy tool

It is widely acknowledged that countries apply non-tariff barriers to restrict
imports from entering their markets (TPSF, 2010, p xviii) or reduce the negative
effect on their local manufacturers for various reasons which may include
genuine concerns such as protecting their local industries from external
competition, retaining jobs in the country and others. Non-tariff barriers are
however discouraged by WTO and are often subjected to scrutiny (Nedlac, 2006,
p31).

Nonetheless, non-tariff barriers are applied by countries in some way and in the
case of South Africa have an impact on the performance of the steel industry.
Non-tariff barriers identified by Nedlac (2006), which are applied by either South
Africa or China include: import quotas applied by South Africa; certain imports
prohibited by both countries, export duty rate (export tax) applied by China, but
cannot be confirmed in South Africa; export subsidies and export rebate system
applied by both countries (only MIDP in SA), Anti-dumping policy applied by both
China and South Africa; and Price control of imported raw materials through
import licenses is practised by both countries (Nedlac, 2006, p152 — 160).
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255 Summary of government policies and their impact on the steel
industry value chain

The IPP as a government policy to encourage the development and growth of the
manufacturing sector of the economy hasn’t had a big impact on the steel
industry value chain as the infrastructure is lagging behind. Government
spending is currently not at the expected levels, and as a result, does not
stimulate the demand of steel as required. In addition, procuring steel from China
and other countries does not help grow the local production of steel.

Import-substitution-industrialization (ISI) as another policy tool is not currently
effective is South Africa, since government believes that most tariffs be removed
in all sectors except where concerns are registered. The aim of ISI policy is to
protect key sectors of the economy to allow for local manufacturing. Protection in
the steel industry value chain is minimal since there is evidence of an influx of
imported, finished manufactured steel products into South Africa. This might also
mean that some of the RTA’s, like for example with China, are not crafted to
assist the local steel industry value chain. This also suggests that SA’s tariff
policy is not assisting the steel industry grow.

NGP identifies mineral (including steel) beneficiation as a strategy to ensure that
competitiveness is achieved in beneficiation of the country’s mineral resources.
The aim is to achieve greater employment; increased exports and diversification
of the economy. Literature suggests that efforts of beneficiation have resulted in
increased revenues in certain steel sectors, however, overall results are that the
full benefits of this policy are not yet realised in the steel industry value chain,
since jobs are still being shed mainly at the downstream level, and therefore very
little impact of this policy can be proven in this sector. There are challenges to
this policy that hinders its successful implementation as highlighted in the
literature and these requires government’s intervention to resolve.

IPAP which is used to drive the objectives on the NGP and is aimed at
strengthening the manufacturing side of the economy so as to absorb more
labour has yielded mixed results according to the literature reviewed. On the
positive side, this policy has enabled the creation of some additional demand in
steel through the establishment of some steel manufacturing plants and has
helped in the retention of employment within the motor industry and components
manufacturers through the establishment of the MIDP within the motor industry.
At the same time, on the other hand, there has been growth in imports of steel
products which threatens jobs within the steel industry value chain. The
challenges therefore threaten the successful implementation of the IPAP and
require intervention by government, working together with the private sector to
achieve the objectives of this policy within the steel industry value chain.
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2.6. Summary of the literature review

Edwards and Lawrence (2012) argue that South African policies have not
induced the necessary structural changes in the economy to significantly
increase exports or give South African manufacturers an advantage over imports.
Their view is that the policies have in fact, opened up an opportunity for more
imports to flood the market, displacing the sporadic jobs that the country
possesses. The current approach as outlined in the Trade Policy and Strategy
Framework (TPSF) by the Department of Trade and Industry (DTI) does not
really provide a convincing strategy for increasing South Africa’s entry into
emerging economies or enhancing participation in global industrial supply chains
(Edwards and Lawrence, 2012). In the literature, it has been indicated that
various authors share this general sentiment. In particular, the literature gives the
greatest focus to China as both South Africa’s most important trading partner and
also its greatest threat to the local industry particularly the steel sector.

In general as noted in the literature review, South Africa is moderately protected
by tariffs as compared to China. This is of concern as the two countries are
important trading partners, in which case South Africa is put at a disadvantage.
Elsewhere, it is noted in the literature that countries enter into trade agreements
with each other or groupings such as BRICS or WTO which steers the countries
policies. Within these arrangements, it was noted that countries advocate for
preferential trade or free trade respectively. Notwithstanding the arrangement
selected, it was considered prudent for South Africa to assess each trade
agreement to ascertain whether it was in the best interest of the country or not.
This needs careful consideration and a balanced approach as heavy protection
of domestic industries against imports, can lead to retaliatory measures against
South African exports, making it difficult for South African products to enter some
markets. The challenge in this case is to find the correct balance between
creating opportunities for domestic products to enter external market and
protecting the local industries from disruptive imports.

With regard to the steel industry, the general view from the literature review is
that South African policies have not really helped the steel industry grow. It is
worth investigating whether the Industrial policies in place have achieved the
required objectives in the steel industry, while the NGP and the IPAP2 are both
aimed at creating a certain number of jobs in South Africa. It is noted in the
Engineering-News® that the policies lack clear guidelines of how they are going
to achieve the number of jobs promised, and moreover that the number of jobs
promised in each of these policies (including the NDP) differ. Although the
creation of sustainable jobs is currently of high priority in South Africa, the
literature review indicates that an important view among the economists is that
the correct policies can stimulate growth and achieve the intended government
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objectives. It is further noted in the literature that there is still a prospect for policy
improvements within South Africa.

In conclusion, having reviewed the literature the role of the support to the steel
industry by government policies cannot be ascertained in any of the previous
studies. Even though government has clearly stipulated its policies through the
NGP and IPAP to grow the economy, assist companies to be competitive, create
jobs and save existing ones, and has been implementing these policies since
they were launched, the impact of these policies on the steel industry is unclear.
This study seeks to fill this gap in the literature by investigating whether the
policies have had an impact on the steel industry. Useful indicators derived from
the literature reviewed for application in the study include an indication whether
the policies has increased the demand of steel from local manufacturers, and
whether jobs have been created or current ones retained in the companies
surveyed. Through these indicators and others, an attempt will be made to
determine the impact China has had on the steel industry value chain in South
Africa and the role that government industrial policies have had in protecting the
local South African steel industry from any adverse effects, arising from the
current trade relationship between the two countries.
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3.1. Research Strategy

The research strategy specifies the method employed and tools used to answer
the research questions and study objectives given in chapter 1.

This is achieved by using a survey questionnaire, followed by a semi-structured
interview. The questionnaire was directed to manufacturers within the steel
industry, steel industry associations and expert economists/ policy makers from
the DTI specially dealing with steel industry policies and matters.

A survey has been utilised to obtain a shared opinion among key stakeholders
regarding the factors that deter the implementation of policies designed to help
the steel industry in South Africa. The approach starts by seeking the opinions of
key stakeholders on whether the existing policies have the potential to help
improve the situation of the steel industry. This is followed by seeking their
opinion on how best the policies should be implemented. Lastly, their opinion is
sought on what the challenges in implementing the policies are. It is worth noting
that the researcher could not get hold of (did not have access to) more relevant
prior research studies which are related to this study topic. An attempt was made
to find out if there are prior related studies, and not much could be found from the
literature available. Prior studies could help form the basis for the literature
review related to this study and help lay the foundation for understanding the
research problem being investigated. A few of previous studies, even though not
sufficient according to the researcher, have, however being perused. These
previous studies, in one way or the other, are linked to this study, and that helped
in bringing forward some of the matters mentioned herein.

Both qualitative and quantitative methodologies are utilised to obtain primary
data for this study. To a large extent qualitative research methods were used to
gather information, and hence the study relies heavily on descriptive information.
Quantitative data is obtained by counting the number of respondents who agree
or disagree with the statements presented to them.

Questionnaires and interviews were used to obtain qualitative information that is
not covered by the literature from respondents. A qualitative approach was
selected because it lends itself to a deeper examination of observable
behavioural trends and the capturing of new complex meaning, instead of
numerical data (Creswell, 2009, p4). To obtain this information, open ended
guestions and comments in a questionnaire, and follow up interviews were used.

Follow up interviews with relevant managers from selected companies in the
Steel Industry were conducted to ascertain data collected from questionnaires.
In-depth interviews were used to obtain new information, and to confirm and
clarify comments made by the respondents in the survey. In depth interviews are
normally difficult to arrange due to interviewees tight schedules, geographical
locations and costs associated with arranging the interviews (Miller & Brewer,
2003, p169). However, if successfully arranged, they can be the best method to
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obtain relevant information because of the direct interactions, allows for open
ended questions and provides an opportunity for follow up questions where there
is a need. Saunders, et al (2003) advise not to rely solely on questionnaire data
but to use questionnaires in conjunction with at least one other data collection
instrument hence in depth interviews were conducted in this study.

During the interview, the researcher reiterated the survey questions in a more
open ended manner to prompt more in-depth answers so as to further establish
congruency with the survey questionnaire responses.

A combination of open ended and structured questions were used. Open ended
guestions were used to obtain new information and allow for respondents to
elaborate on their answers, and structured questions were used to obtain their
initial opinion on the given statement. The structures questions included yes/no
type questions and agree/disagree, among others.

One shortfall with questionnaires is that some people may not respond to them
for various reasons (Miller & Brewer, 2003, p303), which prompts the researcher
to constantly make follow ups in order to obtain more responses. On the other
hand, questionnaires are beneficial in that good information can be gathered
using this method because people have more time to read and complete the
forms at their own pace (Miller & Brewer, 2003, p303)and people who are
geographically far from the researcher could be reached at low cost, e.g. via
email. An online (electronic) questionnaire, via “Survey Monkey” was used to
collect raw data. “Survey Monkey” software has several advantages (Pham,
2007, p75-76) including the flexibility to be amended after the questionnaire has
already been sent to respondents. It is also able to draw more information
through its ability to provide adequate text fields for comments if necessary,
saves time to transcribe the data to electronic format which facilitates the
analysis. Other features include: switching on/off questions depending on the first
answer given in a response, e.g. Q1 — Do you own a car?, Q2 — How much do
you spend on fuel a month?. If an answer to question 1 is “YES”, then
automatically, question 2 will be switch on. If the answer to question 1 is “NO”,
then question 2 will not be displayed.

The survey was constructed in such a way that it used both deductive and
inductive approaches towards obtaining the required data, using structured
guestions with space for comments, and open-ended questions. The questions
are drawn from the literature covering aspects required for the study. Questions
are mainly to confirm information from the literature while new information is
sought through open ended questions or comments.

3.2. Collection of data:

Questionnaires were directed to relevant contact persons within the companies
selected (i.e. directors or general managers in sales and marketing or business
management), and policy makers at administration or management level within
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the relevant government departments (mainly DTI). These individuals were
contacted electronically via e-mail and some of them were phoned to ask for their
participation in the survey. The individuals contacted were deemed to have good
knowledge of the topic and thus considered experts in this subject area.

Interviews were also conducted with selected individuals within the surveyed
organisations, including the relevant government department (i.e. DTI), while
industry associations were contacted to verify information obtained and provide
more information regarding the study

Data collected via questionnaires were transcribed into a format that can be
analysed using excel spreadsheet and SPSS (Statistical Package for the Social
Sciences) statistical software. As responses were received, telephonic interviews
were arranged with the respondents where notes were written down during
interviews, tape recorded, and then re-written in a more readable format
immediately after the interview. The information was summarised and transcribed
in an electronic format, and hard copies of the notes filed appropriately for later
review if required.

3.3. Sampling of Firms

Contact details of companies within the steel industry chain were obtained from
Steel industry associations, the DTI, referrals and websites, according to the
supply chain or manufacturing clusters. Cluster sampling was used for the
following reasons: The steel industry value chain in South Africa is large and
scattered all over the country, and processes in the steel industry differ from one
company to the other depending on the level or stage in the steel processing
value chain it is at. This makes it difficult and costly to survey all the companies
in the steel industry value chain. Cluster sampling “is often employed to reduce
the cost of sampling a population scattered over a large geographic area” (Leedy
& Ormrod, 2004), or clustering companies by the type of the processes employed
to produce a product or service. In this instance, it was logical to organise
companies in clusters which best define their unique features and then study
them, a reasonable number of companies within a cluster being selected where
possible. Since it was difficult to establish the total number of the companies in
the steel industry value chain and their names, it was easier to use a snow-ball
approach to obtain a reasonable sample in each cluster. From the responses of
the first few participants, additional contacts were obtained and also included in
the invitations to partake in the study. The aim was to invite as many companies
and respondents as possible to obtain more representative results. According to
Patton (1990), “The sample should be large enough to be credible, given the
purpose of evaluation, but small enough to permit adequate depth and detail for
each case or unit in the sample”. This is also recommended by Saunders et al
(2003, p160).

The limitation in this case was that the sample size was limited to the information
available on contacts of companies that could be surveyed and therefore normal
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random sampling or any other sampling method could not be used in conjunction
with cluster sampling. Clusters were organised by the type of manufacturing
processes within the steel industry value chain, but not according to regions or
locations, and this was mainly because the information available only allowed for
this choice of sampling. The results are representative of the clusters in the steel
industry value chain, but could have been more accurate and more reliable data
could have been collected, if information was available.

A logical cluster for this study was considered to be manufacturers categorised
by type of process used for processing steel. The first cluster in the processing of
steel is iron ore extraction (was not included in the study), second is smelting into
steel ingots/slabs, third is steel fabrication and lastly is the final users of steel to
produce final product. Companies were selected at random in each cluster and
included small, medium and large size organisations within each cluster. Small
companies in this case are those companies that employ between 1 and 100
employees. Medium manufacturers are companies employing between 100 and
500 employees, and a large company is defined as one which employs more
than 500 employees.

The clusters were as follows:

1. Cluster 1 - Iron Ore extractors (not included)

2. Cluster 2 - Smelters or Steel manufacturing companies
3. Cluster 3 - Steel Fabricators

4. Cluster 4 — Final steel processors or Manufacturers.

3.4. Data clean-up and coding

The survey was sent to about 340 participants within the steel industry supply
chain, and 82 responded to the questions as asked in the questionnaire, which is
equivalent to 24% response rate. An attempt was made to pursue non
respondents to participate by sending repeat reminders, but the efforts yielded
minimal results. Some respondents were not willing to co-operate or participate
in academic research as they saw no value in it for them. Some respondents
indicated that they received similar requests in the past to participate in surveys
and the studies wasted most of their valuable time. In summary, the reasons for
the low response rate were: 1. Lack of interest, 2. Lack of incentives to
participate, 3. the length of the survey or questionnaire, 4. Fear for breach of
confidentiality, 5. and in some cases, prohibition by company rules. According to
Nulty (2008), on-line surveys normally yield in general, a response rate of
between 20% and 40%, which is lower than paper-based surveys (administered
with face to face interaction). He further states that the question on “whether or
not a response rate is adequate depends (in part) on the use that is being made
of the data”. This implies that the adequacy of the responses or data is not solely
based on the percentage of the responses obtained, but can also be the purpose
the data serves or intended for. In some instances, an additional response(s) in
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the survey will not change the decision or conclusion to be made about a variable
or a statement. On the contrary, higher response rate (say 70% and more) can
depict higher reliability of the data obtained, and avoids the opportunity for
sampling bias to affect the results (Nulty, 2008).

Companies’ details were obtained from different databases and included
companies from all 9 provinces within South Africa. Type of companies ranged
from smelters/ steel producers, fabricators and final assembly plants within the
steel industry value chain. Emails were forwarded to these companies requesting
one or more participants to take part in the survey. The targeted respondents
were senior managers within the selected organisations and any other person
the companies deem fit to be able to contribute positively to this study. One or
more respondents from a single company were allowed to complete the survey

The aim of conducting the survey was to verify information explored in the
literature and obtain new information that would best explain the role of
government policies on the impact of China on the steel industry and its value
chain in South Africa. Questions were asked in two ways. First, the questions
require a respondent to agree or disagree with the statement given and second,
to give opinions on a given aspect, which is an open ended question. The
guestionnaire was divided into three sections namely: Steel companies, Steel
industry associations and the government (DTI) (see questionnaire in Appendix
C).

All questionnaires with incomplete responses were removed from analysis, and
data were coded according to Appendix D.

Companies within a cluster were selected at random with no preference given to
a company or participant in the study, as long as they fitted the criteria for
legibility namely to belong to a cluster and be at the required level of
management. This was done to avoid being biased in the selection.

Respondents targeted were senior level managers, preferably in marketing,
sales, operations or supply chain management within companies, and this
preference was explained in the introduction of the survey. These managers are
likely to be familiar with the broader picture of the organisations they are working
for and are likely to compare themselves with the outside world or the entire steel
industry. Part of their main job entails interacting with a vast number of people
outside their companies as compared to largely office based personnel. They are
heavily involved in the drawing up of marketing or operational strategies which
considers the challenges, threats and opportunities for their businesses. It was
therefore deemed important to tap into their knowledge of the industry which
would contribute positively to the study.

Within DTI and Industry Associations: personnel specialising in issues related to
the steel industry and considered to have inside knowledge of policies and their
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workings within the steel industry were invited to participate. To determine their
knowledge base, participants were asked to specify the level of management
they were at within their respective organisations and experience within the steel
industry.

3.5. Reliability of the Study.

Reliability is defined as the extent to which the results of the study are consistent
over. The results of the study should be repeatable or replicable under a similar
methodology. The methodology used to conduct the study should be transparent
and clear explanation of how the data was collected be provided. The raw data
collected should be available for other researchers to use and scrutinise if needs
be. Four threats to reliability need to be addressed, and these are: 1. Participant
error, 2. Participant bias, 3. Observer error and 4. Observer bias (Saunders et al,
2003p100).

To address these requirements, a series of activities were undertaken which
included giving participants more time to answer the questionnaire which will
enable them time to source relevant information from the company materials or
other sources, which helped reduce participant errors. In addition, follow up
telephonic interviews with open ended questions were conducted to check for
consistency, probe further the answers provided by the participants and to collect
more data. To ensure that questions were as clear as possible, the use of
language or terminology that may not be understood by respondents was
avoided and questions were checked to ensure that there were no e.g. “two-
guestions-in-one”. An independent person was used to recheck the questions
and confirm that they met these objectives.

The researcher also gave the respondents as little information as possible and
allowed them a chance to give their own opinions during interviews. This helped
avoid undue influence from the researcher. In some instances, the researcher
asked more than one respondent within the selected organisations to complete
the questionnaire in order to conduct a retest and affirm information collected.
Overall responses were aggregated to obtain results, instead of using a single
response (one individual’s views) which might lead to bias. To test for internal
reliability, Cronbach’s alpha was used, and this is a coefficient of internal
consistency, often used for reliability test of a sample. A Cronbach’s alpha of 0.7
and above is acceptable and indicates that the questions are measuring the
same variable, and that the scale is reliable. In this study, items with Cronbach
alpha values less than 0.7 were rejected, meaning the item is not consistent or
reliable. To help with refining the questions, a pilot testing of the draft
guestionnaire was done before it was distributed to final respondents.
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3.5.1 Pilot testing

The first draft of the questionnaire was compiled and sent to at least 8
respondents as a pilot, to verify if relevant information could be collected, pick up
errors, and allow the researcher to correct before sending to the larger sample.
The participants in the pilot study were senior managers and middle managers
with more than 5 years’ experience in the steel industry. The survey
guestionnaire was sent to the participants via email, asking them to access the
electronic survey through the link attached. A pilot was done in order to assist in:

Checking or testing the method to be used to collect the data

Collecting data on which the actual sample size will be based, and
Sorting out issues related to practicalities of the methods and validity of
the data to be collected by the methods described above.

Testing if the questions are clear and understandable, to ensure the
correct and relevant information is collected.

To have an idea of how many responses one will obtain after sending out
the invite to participate in the study

To evaluate if the data being collected by the questionnaire will be usable
to deduce information required.

Evaluate if the target group is relevant for the study and if they are familiar
with the issues being explored

To establish how long the survey would take to complete and if there are
amendments required.

To establish if the measurements are reproducible or repeatable, i.e. will
the same results be obtained if taken at different times or using a different
group of respondents?

To establish if the questionnaires measure what they are intended to. By
establishing the Cronbach’s alpha for the questions, one will be able to
conclude if the questions are measuring the same construct and decide if
certain questions need to be retained or amended.

3.5.2 The questionnaire

A copy of a complete questionnaire used to obtain information related to the
objectives of this study is given in Appendix C. For the questionnaire constructs
were developed to measure the stated objectives of the study. A detailed
elaboration of the approach used to develop the constructs is given in Appendix
A. Copies of the questionnaire were subsequently distributed to different
organisations as previously explained, with different sets of questions within the
guestionnaire for manufacturers, for the steel industry associations and for
government (through its agency DTI), according to the sampling strategy
explained.

It is worth noting that the questionnaire had different components including
yes/no questions, questions on a sliding scale (e.qg. likert scale), and a provision
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for comments. To be able to compare the data collected as some questions
applied different sliding scales being 1-10 for some, 1-5 for others, and still
others 1-6, the sliding scales were standardised as indicated in Appendix D, on
the other hand, comments were considered separately and are summarised in
Appendix G.

Information from the questionnaire was obtained and analysed in various ways
elaborated upon in later sections, and includes making comparison across the
three major groups identified in the questionnaire, namely manufacturers,

government (represented by DTI) and Industry associations (see Appendix H).

Most questions in the questionnaire have a provision for comments which
supports the answers provided by the respondent, giving insight of the logic of
the respondent when answering the question. This insight was useful in checking
and confirming the responses.

3.6. Validity of the data

Validity in qualitative research is defined as whether the data is believable,
credible and reliable, and can be defended when challenged (Saunders et al,
2003).

Maxwell (1992) identified three types of validity that should be given attention in
qualitative research. That is descriptive, interpretive and theoretical validity. The
descriptive aspect refers to information provided by the researcher which should
be accurate and able to be confirmed. The interpretive aspect refers to the extent
to which the researcher can accurately interpret the opinions, thinking, feelings,
intentions and experiences of subjects. Theoretical validity refers to the extent to
which the theoretical explanations developed are congruent with the data and is
reliable and can be defended.

To achieve this, the following steps were taken:

» Standardised questions were sent to all respondents who
participated in the study. The same questions were posed to all
respondents in the questionnaire and telephonic interviews followed
by proper notes taken during the interview, for later review.

= Follow up telephonic interviews were conducted, as discussed
above, with the respondents of the questionnaire to check whether
the results of the study are valid.

= Notes were made as the interviews were being conducted and a
tape recorder was also used to ensure that correct information was
captured and transcribed properly. The advantage of a tape
recorder is that it can be replayed or repeated to ensure accuracy
of notes collected. First, detailed notes were written down
immediately after the interview to ensure that explanations are not

65|Page




forgotten, and to avoid mixing up the data or responses between
interviewees, and then summarised.

= Arecord of all materials and data collected and everything the
researcher did were kept for audit trail. These records were
documented and organised appropriately for easy retrieval when
required.

= The researcher checked for non-response bias and confirmed that
the data collected was generally free of non-response bias.

3.7. Approach taken for data analysis

3.7.1. Quantitative data Analysis

104 questions were asked in a survey subdivided into questions specific to the
manufacturers; some to the steel industry associations and the rest were directed
to the DTI. Questions were in the form of a likert scale, multiple choice questions
or open ended to extract relevant information from the respondents. The likert
scale was between 1 and 5, 1 being strongly disagree and 5 strongly agree (see
Appendix D). Rating scales assess the behaviour of respondents. The
respondent selects an appropriate response on a scale of a five rank —order
points with two extreme ends of the scale being ‘strongly agree and strongly
disagree’. Each point on the scale is assigned a score of 1 to 5 or 5 to 1. By
adding up the scores as represented by the reaction of the respondent and
assessed by the researcher, the attitude towards a particular issue can be
determined. Raw data was re-arranged in order to perform statistical analysis on
the results, and questions measuring the same variable grouped together for
ease of analysis. Missing data or empty cells were deleted from the data.

Once all the data were appropriately coded for entry into a spreadsheet, the
appropriate procedure was used to process the data into a format that could be
analysed to obtain, for instance, frequencies, tables and diagrams. For each
guestion, a computation of each point in a scale was done, e.g. for question 1, a
count or sum of respondents with selection 1 (strongly disagree), sum of 2’s
(disagree), sum of 3’s (neither agree nor disagree), up to 5, were computed. The
mean - X, for each question was also calculated.

Hypothesis tests were done on the issues identified in chapter 1. This was
followed by ANOVA analysis to compare the views of different groups (i.e. the
manufacturers, the steel industry associations and the government agencies.
The second comparison was between small companies, medium size companies
and large companies, and the last comparison was between the smelters, steel
fabricators and final assemblers).

Cronbach’s alpha was calculated for groups of questions believed to be
measuring the same variable or factor. As indicated earlier, a Cronbach’s alpha
of 0.7 and above is acceptable and indicates that the questions are measuring
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the same variable, and that the scale is reliable. Cronbach’s alpha ¢ ‘is

calculated as:

K i1 0%,
o= — 1l - ——
K -1 o%

2
Where K is the number of questions being tested, X is the variance of the

2

ay- : .
observed total scores, and ~ Y the variance of component i for the current
sample of persons.

3.7.2. Qualitative data analysis

Descriptive data from comments were re-organised, analysed and summarised in
Appendix G. For qualitative data that did not lend themselves to analysis using
numerical quantifying methods, an inductive grounded approach was applied to
explore linkages, relationships and explanations within the responses. The aim
was to arrive at a logical conclusion that could be used to summarise the data
collected and answer the research question(s) or address the research
objectives.

Content analysis was done on the qualitative data and results are presented in
Appendix F and G. Content analysis was done separately on comments received
from survey questions, and on the interviews done. Details of the summarised
analysis of comments received from the survey questions are in Appendix G
while the results of analysis of interviews are found in Appendix F.

To make up the results as presented in Appendix F and G, the following steps of
content analysis were followed:

- For Appendix G, (regarding comments received from the survey
guestions) the following steps were followed to analyse results:

= Information was grouped according to objectives and constructs/
variables as defined in Appendix A

= Data from comments received in the survey were collated into the
groups indicated in the first step above

= Common themes were then developed and re-written to summarise all
comments within a group and sub-groups.

- For Appendix F (regarding information from interviews), the following
steps were followed to analyse results:
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= Copies of transcripts from interviews were read and brief notes were made
on a separate page to capture the information that was outstanding
against each question.

= The brief notes were then read again and categorised into groups of
similar type information and those groups were labelled accordingly.

= Groups identified were linked and listed into major categories or themes
and sub-categories or themes.

= The various major and sub-categories were compared and differentiated
accordingly and this was done for all the transcripts.

= Once done with all transcripts, all categories were collected and examined
in detail to check if they are relevant and where they would fit together in
the data to be presented.

= An attempt was then made to group together and merge some of the
categories, and some of them re-organised into similar sub-categories.

» These steps above were repeated several times to ensure that all the
information from the transcripts was categorised and to check that a
thorough job was done.

3.8. Ethics matters

The University of the Witwatersrand’s ethics requirements was followed in
conducting this study. The following were done in order to meet the requirements
for ethics clearance by the university:

A letter of consent was drawn and sent to the participants to ask for their
permission to access their facility for the purpose of this project,
permission to interview their employees and audio tape the interviews.
The consent letter explained the interviewees’ rights in terms of
participation in this study and that they could withdraw at any time should
they wish not to continue partaking in the study. An explanation of what
the purpose of the study is was also furnished to the participants, including
an explanation of what the results of the study will be used for.
Participants were guaranteed anonymity, and that the results would be
aggregated and their names not mentioned in the final report (see
Appendix B for consent letter).

Another letter was drawn to invite participants to partake in the study
(participation information sheet, Appendix J). The letter explained the
purpose of the study, the researcher’s assumptions or believes regarding
the topic of the study, what was expected from participants and how the
results of the study would be used. Participants were also assured of
maintaining their confidentiality and also pointing out that participation is
voluntary and that no compensation should be expected from their
participation. Participants were also told in the same letter that they are
free to decline to partake in the study.
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To guarantee confidentiality and data protection, no names of companies
or participants in the study are discussed in this or any other reports
forwarded to the University or any third party. The survey was also
conducted anonymously, meaning participants did not have to disclose
their identity unless they would like to be contacted at a later stage.
Details of any correspondence with participants or companies are filed
and locked in a safe place, and will only be used for reference in case of
an audit if required. Electronic Information can only be accessed by the
researcher since it is protected by passwords.

On the introduction page of the electronic survey, purpose of the study,
who should participate, length of the survey and confidentiality were
explained. It was also emphasized that participation is voluntary and that
participants could withdraw at any time should they wish not to continue
with the study, and that there would be no monetary compensation for
participation in the study. Participants were asked to agree if they have
read and understood the terms and conditions to partake in the study,
where if they did not agree, the survey would be terminated, and if they
agreed, they would be able to continue with the survey.

Ethics clearance was obtained from the university with reference number
MIAEC 005/14.

3.9. Summary of the steps taken in the research

The steps taken in conducting this research were firstly to develop a
survey guestionnaire to cater for the three categories (i.e. Companies,
DTI/ government departments and Industry Associations), and at the
same time ensuring that ethics requirements are met. A draft
guestionnaire and the research strategy were then forwarded to
independent persons to verify clarity, completeness and appropriateness
of the study method and questions suggested. The feedback obtained
from these persons was used to correct errors where necessary and refine
the questionnaire. The researcher initially made attempts to confirm the
list of the first 5 companies for the pilot study and the other companies
were to be obtained by referrals from these. The researcher had to then
decide on the acceptable mode of collecting the relevant data (email,
telephonic interview or face to face) after which a pilot study is conducted.
During the pilot study a further list from other sources and referrals was
obtained for suggested companies to be included in the larger, actual
study. Following the pilot study, there was a need to refine the study
guestionnaire further, before actual study commenced. Where necessary,
the researcher did follow up interviews before starting with analysis of the
data.
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3.10.  Study limitations (during and subsequent to the
study)

Measure used to collect the data — during the analysis (after the field
study), it was noted that some questions could have been included in the
survey to extract more data from respondents, but were not included, and
this important data was missed.

Self-reported data — it should be noted that the qualitative analysis has
been summarised in such a way that the researcher understands the
views as expressed by the respondents and the statements in a summary
of interviews and comments are not the exact respondents words during
the interviews or comments in a survey. There are chances that someone
else might interpret the data differently, therefore meaning it may not be
independently verified. The researcher has however, attempted to his
level best to portray the respondents views by replaying the tape
recordings over and over again to confirm the points noted in this report.
Selection of clusters studied — Only three clusters within the steel industry
value chain were studied, which are steel smelters/ metallurgical process,
steel fabricators and final manufacturers. The mining or extraction of iron
ore was excluded in the study. The results of this study might have some
bias of the steel industry value chain as a result of the choice of clusters.
Length of the survey and Survey instrument didn’t capture all information
especially from respondents who terminated the survey halfway. Most
respondents did not complete the comments section if they have already
used a rating scale. The survey instrument did not have a facility to force
respondents to add comments to mixed type questions and a lot of
information might have been missed from non-respondents. A face to face
survey could have averted this limitation.

General access and confidentiality — There was a large number of
respondents who declined to partake in a survey due to reasons that they
are not allowed to share their company’s confidential information and the
fear that through the survey, their data may be accessed by competitors.
This has a limitation on the number of responses obtained and the
potential data that could have been obtained from these respondents.

Time limit — due to short time available to conduct the study and the
deadlines to submit the final report, respondents might not have been
given sufficient time to complete the survey. Respondents often feel that
the time they are given to complete the survey is little, especially if they
are overwhelmed by their own workload. As a result, most did not respond
and some could have done a quick job to complete the survey, which
might mean guessing the answers instead of thoroughly thinking through
and properly responding.
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Chapfter 4

Presentation of results
and Data Analysis
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4.1. Introduction

This chapter presents the results of the pilot study, survey and interviews
conducted and described in Chapter 3. It also represents tests done on the
hypothesis mentioned in chapter 1, on the reliability of the scale used, test on
whether a cluster of questions measure the same variables, and presents a
comparison of the views of different groups that participated in the study,
regarding particular subjects of interest. Both quantitative and qualitative
analyses are presented in this chapter.

4.2. Results of the Pilot Study

The following are the findings of the pilot study:

Respondents suggested a number of changes to questions which were
confusing or had errors in them. Amendments were made accordingly for
a larger study.

Variations in some of the answers given were so wide, for example in one
guestion 50% of the respondents would strongly agree with statement,
while the next 50% strongly disagree. This would mean, either the
respondents do not understand the question, or that they view the issue
differently. Even though the pilot study was carried using a small sample,
the responses should have a tendency to fall towards one side, i.e. 60/40,
instead of 50/50. This suggested refining the question to deduce the
correct information.

The length of the survey was an issue to most respondents and the
number of questions was then reduced to make the survey shorter.

The field study was then carried after all the necessary changes were made as
per suggestions from respondents. Revised questions are attached in the
Appendix C.

4.3. Results of the Demographics

Demographics define who participated in the study and their suitability for the
study. This was done by first defining the types of organisations that participated
in the study, followed by the position and years of experience of respondents
within the selected organisations, steel contribution to the final product (the
percentage of steel in the final product) and the number of employees employed
by the organisation (used as a proxy for size of organization).
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4.3.1. Type of Organisation

Different clusters of organisations participated in the study and the results are
shown below. The clusters included Steel smelters, Steel fabricators, Assembly
or final manufacturers, the government agencies (DTI) and the steel industry
Associations.

Table 4.1 - Type of Organisation

% to total

Response Response participan
Industry Count % Manufacturers ts
Steel smelters 6 7%
Steel fabricators 6 7%
Assembly of steel 65 79%
parts 46 56%
Other assembly type 7 9%
DTI 4 5% 5%
Associations 13 16% 16%

| Total responses | 82 | 100% | | 100% |

Table 4.1 above shows that out of the 82 respondents, 65 account for the
respondents from the actual companies that manufacturer or use steel in the
manufacturing processes (i.e. smelters/ producers, fabricators and final
users/manufacturers), 13 were from the steel industry associations and 4 from
the DTI. According to these results, all the 3 stages (i.e. smelters/ producers,
fabricators and final users/manufacturers) of the steel industry supply chain were
adequately represented by the data collected as intended, even though the
response rate is low. 7% of respondents were from the steel producers, 7% from
steel fabricators, and 65% (56 +9) from the final assembly plants. Based on this
data and the consideration that there are relatively few players in both stage 2
and 3 of the steel value chain, the results were considered reasonable and
acceptable. Non-respondents were scrutinised to check whether they differ
systematically from those who responded. No differences between the non-
respondents could be ascertained and respondents which would significantly
change the results of this study as the processes their organisations use are
similar, and all operate within a similar set up and environment within South
Africa. The responses received were therefore considered free from non-
response bias and could be used.
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4.3.2. Position in the Organisation

Positions in the organisation were categorised into 4 groups, which are junior
management, middle management, senior management and executive
management. The results obtained from respondents are shown in Table 4.2
below.

Table 4.2 - Position in the organisation

Position of the respondents in the company Response %
Executive Management 9.10%
Senior Management 48.50%
Middle Management 39.40%
Junior Management 3%

The majority of respondents were senior managers® at 48.5%, executive
managers'® were at 9.1%, middle management**were at 39.4% and junior
management'? at 3%. The views of high level management were fairly
represented.

4.3.3. Years of experience

Respondents were asked to indicate how much experience they had in the steel
industry and the results are shown in Table 4.3 below.

Table 4.3 - Years of experience

Answer Options HEEPOsE
Percent
Less than 3 years 0.0%
3to Syears 0.0%
5to 10 years 27.3%
More than 10 years 72.7%

72% of the respondents, which is the majority, had more than 10 years’
experience working in the steel industry, and this indicates that they have a fairly

% Senior management - Management level below the directors (e.g. business units managers, factory managers),

10 Executive Management — highest level of management in an organisation empowered to make strategic business
decisions within specified boundaries (e.g. directors of companies),
1 viddle Management* - Management level below Senior management (e.g. Production Managers, sales managers),

Junior Managers* - One level below middle managers (e.g. Foremen/ team leaders)
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long experience in the industry and therefore are able to comment on the status
in the industry.

4.3.4. Steel contribution to final product

The percentage of steel contribution to the final product being manufactured by a
surveyed company and the consumption of steel per annum are indicated in
Table 4.4 and Figure 4.1 below.

Table 4.4 - Steel contribution to final product
Response Response

Steel contribution Code count %
0-15% 1 2 3.1%
15% - 30% 2 11 16.9%
30% - 50% 3 18 27.7%
More than 50% 4 34 52.3%
Total responses 65 100.0%

Figure 4.1 - Consumption of Steel per annum
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The results from Table 4.5 is that the majority (52%) of the respondents from
companies surveyed, indicated that the contribution of steel to their final product
is more than 50%, while the rest of the companies have steel contribution to the
final product, of less than 50%. This means that the respondents are from a
background of high steel consumption. Figure 4.1 show that 57% of these
respondents’ companies consume over 1000 tons of steel per annum. This
indicates that most of the respondents represented by this study would have
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more interest in the study on the steel industry and therefore their contribution is
likely to be positive.

4.3.5. Number of people employed by company

The study represents participants from all sizes of companies and those are the
small, medium and large organisations represented by the number of employed
by their organisations as shown in Figure 4.2 below.

Figure 4.2 - Number of people employed by Company
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4.4. Hypothesis testing

Hypothesis testing was done on the hypothesis provided in section 1.6, using the
statistical software SPSS version 22 and the results are presented below.

4.4.1. Test for hypothesis no.1
Hypothesis no.1 was tested to check whether Chinese imports are rated
by Steel manufacturers in South Africa among the top two constraints to
better performance of the Steel Industry in the South African market. The
null hypothesis and the alternative hypothesis were earlier given
respectively as follows:

1HO - Chinese imports are not rated by South African manufacturers
within the steel industry chain, as one of the top two constraints to better
performance of the Steel Industry in the South African market

1H1 - Chinese imports are rated by South African manufacturers within
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the steel industry value chain, as one of the top two constraints to better
performance of the Steel Industry in the South African market
To test this hypothesis, a one sample t-test is conducted on question 20 at

ClI (confidence interval) of 0.95, and the results are shown below:

Table 4.5 - One-Sample Statistics, T-test for Hypothesis 4.4.1

N Mean Std. Deviation Std. Error Mean
Q20 65 3.88 1.206 .150
One-Sample Test

Test Value =3
95% Confidence Interval of the
Difference

t df Sig. (2-tailed) |Mean Difference Lower Upper

Q20 5.864 64 .000 877 .58 1.18

The mean for one sample t-test on question Q20 is found to be 3.88 + 1.206,

which is higher than the test value score of 3. The 95% confidence interval

estimate for the difference between the population mean and test value of 3 is

(0.58, 1.18). Statistical significance (p-value) ("Sig. (2-tailed)") of the one-sample

t-test p < .05 (the level of significance usually used for the test), is p = .000). This

indicates that the population mean is statistically significantly different from test

value of 3 at 95% confidence level, and thus we reject the Null hypothesis and

accept the alternative hypothesis. Therefore the alternative hypothesis that

Chinese imports are rated by South African manufacturers within the steel

industry value chain, as one of the top two constraints to better performance of

the Steel Industry in the South African market is accepted.

4.4.2.

Test for hypothesis no.2
Hypothesis no.2 was tested to check whether there is a decline in

production of steel related products in South Africa due to imports from
China. The null hypothesis and alternative hypothesis were earlier given
respectively as follows:

2HO - There is no decline in production of steel related products in South
Africa due to imports from China

2H1 - There is a decline in production of steel related products in South
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Africa due to imports from China

To test this hypothesis, a one sample t-test was conducted on question 69 at Cl
of 0.95, and the results are shown below.

Table 4.6 - One-Sample Statistics, T-test for hypothesis 4.4.2

N Mean Std. Deviation Std. Error Mean

Q69 65 4.38 1.168 .145

One-Sample Test

Test Value =3
95% Confidence Interval of the
Difference
t df Sig. (2-tailed) |Mean Difference Lower Upper
Q69 9.553 64 .000 1.385 1.10 1.67

The mean for one sample t-test on question Q69 is found to be 4.38 + 1.168,
which is higher than the test value score of 3. The 95% confidence interval
estimate for the difference between the population mean and test value of 3 is
(1.10, 1.67). Statistical significance (p-value) ("Sig. (2-tailed)") of the one-sample
t-test p < .05 (the level of significance usually used for the test), is p = .000). This
indicates that the population mean is statistically significantly different from test
value of 3, at 95% confidence level, and thus we reject the Null hypothesis and
accept the alternative hypothesis. Therefore the alternative hypothesis that there
is a decline in production of steel related products in South Africa due to imports
from China is accepted.

4.4.3. Test for Hypothesis no.3
Hypothesis no.3 was tested to check whether South African policies
contribute to the un-competitiveness of the locally produced steel products
in South Africa. The null hypothesis and alternative hypothesis were
earlier given respectively as follows:

3HO — South African policies do not contribute to the un-competitiveness
of the locally produced steel products in South Africa

3H1- South African policies contribute to the un-competitiveness of the
locally produced steel products in South Africa

78|Page




To test this hypothesis, a one sample t-test is conducted on question ORIG88
(scale reversed to the original values which are actual values) at CI of 0.95, and
the results are shown below

Table 4.7 - One-Sample Statistics, T-test for hypothesis 4.4.3

N Mean Std. Deviation Std. Error Mean

ORIG88 13 3.69 751 .208

One-Sample Test

Test Value = 3

95% Confidence Interval of the

Difference

t df Sig. (2-tailed) | Mean Difference Lower Upper

ORIG88 3.323 12 .006 .692 .24 1.15

The mean for one sample t-test on question ORIG88 is found to be 3.69 + 0.751,
which is higher than the test value score of 3. The 95% confidence interval
estimate for the difference between the population mean and test value of 3 is
(0.24, 1.15). Statistical significance (p-value) ("Sig. (2-tailed)") of the one-sample
t-test p < .05 (the level of significance usually used for the test), is p = .006). This
indicates that the population mean is statistically significantly different from test
value of 3, at 95% confidence level, and thus we reject the Null hypothesis and
accept an alternative hypothesis. Therefore the alternative hypothesis that South
African policies contribute to the un-competitiveness of the locally produced steel
products in South Africa is accepted.

4.4.4. Test for hypothesis no.4
Hypothesis no.4 was tested to check whether the Chinese steel products
are superior to South African steel products in both international pricing
and quality when compared in the South African market. The null
hypothesis and alternative hypothesis were earlier given respectively as
follows:

4HO0 - Chinese steel products are not superior to South African steel
products in both international pricing and quality when compared in the
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South African market

4H1 - Chinese steel products are superior to South African steel products
in both international pricing and quality when compared in the South
African market

To test this hypothesis, a one sample t-test was conducted on question Q11 and

Q24 to check whether Chinese products are superior in pricing when compared

to South Africa, and question Q25 and Q28 to check if Chinese products are

superior in quality when compared to South Africa. The tests were done at Cl of

0.95, and the results are shown below.

Table 4.8 - One-Sample Statistics, T-test for hypothesis 4.4.4 Price Q11

N Mean Std. Deviation Std. Error Mean
Q11 65 4.48 .640 .079
One-Sample Test
Test Value = 3
95% Confidence Interval of the
Difference
t df Sig. (2-tailed) |Mean Difference Lower Upper
Q11 18.605 64 .000 1.477 1.32 1.64
Table 4.9 - One-Sample Statistics, T-test for hypothesis 4.4.4 Price Q24
N Mean Std. Deviation Std. Error Mean
Q24 65 4.08 .816 .101
One-Sample Test
Test Value = 3
95% Confidence Interval of the
Difference
t df Sig. (2-tailed) |Mean Difference Lower Upper
Q24 10.640 64 .000 1.077 .87 1.28

The mean for one sample t-test on question Q11 and Q24 is found to be 4.48 +

0.640 and 4.08 + 0.816 respectively, which are both higher than the test value

score of 3. The 95% confidence interval estimate for the difference between the
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population mean and test value of 3 is (1.32, 1.64) and (0.87, 1.28) for Q11 &
Q24 respectively. Statistical significance (p-value) ("Sig. (2-tailed)") of the one-
sample t-test for both questions is p < .05 (the level of significance usually used
for the test), and reported to be is p = .000) for both. This indicates that the
population mean is statistically significantly different from test value of 3, at 95%
confidence level, and thus we reject the Null hypothesis and accept an
alternative hypothesis for the two questions. Therefore the alternative hypothesis
that, Chinese steel products are superior to South African steel products in terms
of international pricing when compared in the South African market is accepted.

Table 4.10 - One-Sample Statistics, T-test for hypothesis 4.4.4 Quality Q25

N Mean Std. Deviation Std. Error Mean
Q25 65 1.82 1.333 .165
One-Sample Test for Quality

Test Value = 3
95% Confidence Interval of the
Difference

t df Sig. (2-tailed) |Mean Difference Lower Upper

Q25 -7.163 64 .000 -1.185 -1.52 -.85

Table 4.11 - One-Sample Statistics, T-test for hypothesis 4.4.4 Quality Q28

N Mean Std. Deviation Std. Error Mean
Q28 65 2.40 1.058 131
One-Sample Test

Test Value =3
95% Confidence Interval of the
Difference

t df Sig. (2-tailed) |Mean Difference Lower Upper

Q28 -4.573 64 .000 -.600 -.86 -.34

The mean for one sample t-test on question Q25 and Q28 is found to be 1.82 +

1.333 and 2.40 + 1.058 respectively, which are both lower than the test value

score of 3. The 95% confidence interval estimate for the difference between the
population mean and test value of 3 is (-1.52, -0.85) and (-0.86, -0.34) for Q25 &
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Q28 respectively. Statistical significance (p-value) ("Sig. (2-tailed)") of the one-

sample t-test for both questions is p < .05 (the level of significance usually used

for the test), and reported to be is p = .000) for both. This indicates that the

population mean is statistically significantly different from test value of 3, at 95%

confidence level, and thus we accept the Null hypothesis and reject the

alternative hypothesis for the two questions. Therefore the null hypothesis that,

Chinese steel products are not superior to South African steel products in terms

of quality when compared in the South African market is accepted.

4.4.5.

Test for Hypothesis no.5

Hypothesis no.5 was tested to check whether imports affect the
downstream steel industries more than the up-stream industries. The null
hypothesis and alternative hypothesis were earlier given respectively as

follows:

5HO0 — Imports do not affect the downstream steel industries more than the

up-stream industries.

5H1 - Imports affect the downstream steel industries more than the up-
stream industries.

To test this hypothesis, a one sample t-test was conducted on question Q10 at ClI

of 0.95, and the results are shown below

Table 4.12 - One-Sample Statistics, T-test for hypothesis 4.4.5

N Mean Std. Deviation Std. Error Mean
Q10 65 3.80 .538 .055
One-Sample Test

Test Value =3
95% Confidence Interval of the
Difference

t df Sig. (2-tailed) |Mean Difference Lower Upper

Q10 14.495 94 .000 .800 .69 91

The mean for one sample t-test on question Q10 is found to be 3.8 + 0.538,

which is higher than the test value score of 3. The 95% confidence interval
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estimate for the difference between the population mean and test value of 3 is

(0.69, 0.91). Statistical significance (p-value) ("Sig. (2-tailed)") of the one-sample

t-test p < .05 (the level of significance usually used for the test), is p = .000). This

indicates that the population mean is statistically significantly different from test

value of 3, at 95% confidence level and thus we reject the Null hypothesis and

accept an alternative hypothesis. Therefore the alternative hypothesis that

Imports affect the downstream steel industries more than the up-stream

industries is accepted.

4.4.6. Analysis for hypothesis no.6

One way ANOVA analysis was done to compare how small companies in

the steel industry are affected by imports as compared to medium and
large companies. The null hypothesis and alternative hypothesis were
earlier given respectively as follows:

6HO - Small companies within the steel industry value chain are not more
affected by imports than large companies

6H1- Small companies within the steel industry value chain are more
affected by imports than large companies.

One way ANOVA analysis was done on question 3, 4, 5 & 6 to compare the

Mean - u of the different sizes of companies and the results are presented in 4.4.

6.1;4.4.6.2 and 4.4.6.3.

446.1

determined by quantity of steel consumed per annum.

Table 4.13 - Oneway ANOVA Analysis for hypothesis 4.4.6.1

Performance of company vs. size of the company (Q3 & Q5) — size

95% Confidence Interval

for Mean
Std. Std. Lower Upper Minimum Maximum
N |Mean |Deviation | Error Bound Bound
Small Company 11| 3.36 1.804 .544 2.15 4.58 1 5
Medium Company 6| 2.83 1.169 AT7 1.61 4.06 2 5
Large Company 48| 2.85 1.288| .186 2.48 3.23 1 5
Total 65| 2.94 1.368 .170 2.60 3.28 1 5
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ANOVA Peformance

Sum of Squares df Mean Square F Sig.
|Between Groups 2.396 2 1.198 .633 534
\Within Groups 117.358 62 1.893
Total 119.754 64
Post Hoc Tests: Multiple Comparisons - Dependent Variable: Performance Tukey HSD
Mean 95% Confidence Interval
Difference Std. Lower Upper Bound
(1) QtyOfSteel (J) QtyOfSteel (I-J) Error_| Sig. Bound
Small Company Medium Company .530 .698| .729 -1.15 2.21
Large Company .509 460 513 -.59 1.61
[Medium Company Small Company -.530 .698| .729 -2.21 1.15
Large Company -.021 596 | .999 -1.45 1.41
JLarge Company  Small Company -.509 .460| .513 -1.61 .59
Medium Company .021 596 | .999 -1.41 1.45

The results of the Turkey post-hoc test shows that there is no statistically
significant difference between performance of Small companies and Medium size
companies with p = 0.729 which is higher than the level of significance of p >0.05
usually used for the test. The results also show that there is no statistically
significant difference between performance of the small companies and the
performance of large companies with p = 0.513. Similar results are shown for
Medium companies and large companies with p = 0.999. This means that the null
hypothesis can be accepted, and the alternative hypothesis rejected. Therefore
the hypothesis that, Small companies within the steel industry value chain are not
more affected by imports than large companies is supported.

4.4.6.2 Impact of imports vs. size of the company (Q3 & Q6) — size
determined by quantity of steel consumed per annum.

Table 4.14 - Oneway ANOVA Analysis for hypothesis 4.4.6.2

95% Confidence
Interval for Mean
Std. Std. | Lower | Upper Minimum Maximum

IImpctOfimpts N [Mean |Deviation | Error | Bound | Bound
Small Company 11| 3.18 1.079| .325 2.46 3.91 2 5
Medium Company 6| 3.17 1.169| .477 1.94 4.39 2 5
Large Company 48] 3.38 937 .135 3.10 3.65 2 5
Total 65| 3.32 .970] .120 3.08 3.56 2 5

ANOVA - ImpctOfimpts
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Sum of Squares df Mean Square F Sig.
|Between Groups 496 2 .248 .257 T74
\Within Groups 59.720 62 .963
Total 60.215 64
Post Hoc Tests - Multiple Comparisons: Dependent Variable: ImpctOflmpts Tukey HSD
95%
Confidence
Mean Interval
Difference | Std. Lower Upper Bound
(1) QtyOfSteel (J) QtyOfSteel (1-J) Error Sig. Bound
Small Company Medium Company .015 .498 .999 -1.18 1.21
Large Company -.193 .328 .827 -.98 .59
[Medium Company Small Company -.015 .498 .999 -1.21 1.18
Large Company -.208 425 .876 -1.23 .81
JLarge Company Small Company 193 .328 .827 -.59 .98
Medium Company .208 425 .876 -.81 1.23
The results of the Turkey post-hoc test shows that there is no statistically
significant difference on the impact of imports between Small companies and
Medium size companies with p = 0.999 which is higher than the level of
significance of p >0.05 usually used for the test. The results also show that there
is no statistically significant difference on the impact of imports between the small
companies and large companies with p = 0.827. Similar results are shown for
Medium companies and large companies with p = 0.876. That means that the
null hypothesis can be accepted, and the alternative hypothesis rejected.
Therefore the hypothesis that Small companies within the steel industry value
chain are not more affected by imports than large companies is supported.
4.4.6.3 Impact of imports vs. size of the company (Q4 & Q6) — size
determined by number of employees within a company
Table 4.15 - Oneway ANOVA Analysis for hypothesis 4.4.6.3
95% Confidence Interval
for Mean
Std. Std. Lower Upper Minimum Maximum
N |Mean |Deviation | Error Bound Bound
Small Company 8| 2.75 .707 .250 2.16 3.34 2 4
Medium Size Company 34| 3.62 .985 .169 3.27 3.96 2 5
Large Company 23] 3.09 .900 .188 2.70 3.48 2 5
Total 65| 3.32 970 .120 3.08 3.56 2 5
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ANOVA - ImpctOfimpts

Sum of Squares df Mean Square F Sig.
|Between Groups 6.860 2 3.430 3.986 .024
\Within Groups 53.355 62 .861
Total 60.215 64
Post Hoc Tests - Multiple Comparisons - Dependent Variable: ImpctOfimpts - Tukey HSD
95%
Confidence
Mean Interval
Difference | Std. Lower Upper Bound
() NoOfEmployees (J) NoOfEmployees (1-J) Error | Sig. Bound
Small Company Medium Size Company -.868| .365| .053 -1.74 .01
Large Company -.337] .381| .652 -1.25 .58
[Medium Size Company Small Company .868| .365| .053 -.01 1.74
Large Company 531 .250] .094 -.07 1.13
JLarge Company Small Company .337| .381| .652 -.58 1.25
Medium Size Company -531| .250| .094 -1.13 .07
These results are comparable with the results from 6.2 and indicate that the null
hypothesis can be accepted and the alternative hypothesis rejected. Therefore
the hypothesis that Small companies within the steel industry value chain are not
more affected by imports than large companies is supported, based on the
number of employees within a company.
4.4.6.4 Performance of company vs. size of the company (Q4 & Q5) — size
determined by number of employees within a company
Table 4.16 - Oneway ANOVA Analysis for hypothesis 4.4.6.4
95% Confidence Interval
for Mean
Std. Std. Lower Upper Minimum Maximum
N Mean |Deviation | Error Bound Bound
Small Company 8 3.13 .641 .227 2.59 3.66 2 4
Medium Size Company 34 3.09 1.485 .255 2.57 3.61 1 5
Large Company 23 2.65 1.369 .285 2.06 3.24 1 5
Total 65| 2.94 1.368| .170 2.60 3.28 1 5

ANOVA - Performance
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Sum of Squares df Mean Square F Sig.
|Between Groups 2.926 2 1.463 776 464
\Within Groups 116.828 62 1.884
Total 119.754 64
Post Hoc Tests - Multiple Comparisons - Dependent Variable: Performance - Tukey HSD
95% Confidence
Mean Interval
Difference | Std. Lower | Upper
(1) NoOfEmployees (J) NoOfEmployees (I-J) Error | Sig. | Bound | Bound
Small Company Medium Size Company .037| .539| .997 -1.26 1.33
Large Company 4731 .563] .680 -.88 1.83
[Medium Size Company Small Company -.037| .B39| .997 -1.33 1.26
Large Company 436 371 471 -.45 1.33
JLarge Company Small Company -473| .563| .680 -1.83 .88
Medium Size Company -436| .371] .471 -1.33 .45

These results are comparable with the results from 6.1 and indicate that the null

hypothesis can be accepted and the alternative hypothesis rejected.

4.4.7. Analysis for hypothesis no.7
One way ANOVA analysis was done to check whether all categories of
steel manufacturers perceive Chinese steel products in South Africa as a
serious threat to their survival or if the views are different from one
category to the other. The null hypothesis and alternative hypothesis were
earlier given respectively as follows:

7HO — There is no difference in perception between categories of steel
manufacturers that Chinese steel products in South Africa are a serious
threat to their survival.

7H1 — Not all categories of steel manufacturers perceive Chinese steel
products in South Africa as a serious threat to their survival

One way ANOVA analysis was done on question 1, 5, & 6 to compare the Mean -

u of the different categories of manufacturers and the results are presented below
in4.4.7.1 and 4.4.7.2.

44.7.1
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Table 4.17 - Onwa

ANOVA Analysis for h

pothesis 4.4.7.1
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95% Confidence
Interval for Mean
Std. Std. Lower Upper Minimum Maximum
N |Mean |Deviation | Error Bound Bound
Steel Manufacturers /
6| 2.33 1.366 .558 .90 3.77 1 4
smelters
Steel fabricators 6| 2.50 1.049 428 1.40 3.60 1 4
IManufacturers/ Final
] 46| 3.11 1.320 .195 2.72 3.50 1 5
step of steel processing
Other 71 271 1.890 714 .97 4.46 1 5
Total 65| 2.94 1.368 .170 2.60 3.28 1 5
ANOVA - Performance
Sum of Squares df Mean Square F Sig.
|Between Groups 5.035 3 1.678 .893 450
\Within Groups 114.718 61 1.881
Total 119.754 64
Post Hoc Tests - Multiple Comparisons - Dependent Variable: Performance - Tukey HSD
Mean 95% Confidence Interval
Difference Lower Upper Bound
Bound
(1) LeviOfManf (J) LeviOfManf (1-J) Std. Error | Sig.
Steel Manufacturers / Steel fabricators -.167 792 .997 -2.26 1.92
smelters Manufacturers/ Final step
) -775 .595 .565 -2.35 .80
of steel processing
Other -.381 .763 .959 -2.40 1.63
Steel fabricators Steel Manufacturers /
.167 792 .997 -1.92 2.26
smelters
Manufacturers/ Final step
) -.609 .595 737 -2.18 .96
of steel processing
Other -.214 .763 .992 -2.23 1.80
IManufacturers/ Final ~ Steel Manufacturers /
775 .595 .565 -.80 2.35
step of steel smelters
processing Steel fabricators .609 595 737 -.96 2.18
Other .394 .556 .893 -1.08 1.86
Other Steel Manufacturers /
.381 .763 .959 -1.63 2.40
smelters
Steel fabricators 214 .763 .992 -1.80 2.23




Manufacturers/ Final step

-.394 .556 .893 -1.86 1.08

of steel processing

The results of the Turkey post-hoc test shows that there is no statistically
significant difference between the views of Steel manufacturers and Steel
fabricators with p = 0.997 which is higher than the level of significance of p >0.05
usually used for the test. The results also show that there is no statistically
significant difference between the views of Steel manufacturers and downstream
manufacturers (final step) with p = 0.565. Similar results are shown for Steel
manufacturers and a group “Other” with p = 0.959, and the rest of the groups as
shown in the table above. That means that the null hypothesis can be accepted,
and the alternative hypothesis rejected. Therefore the hypothesis that there is no
difference in perception between categories of steel manufacturers that Chinese
steel products in South Africa are a serious threat to their survival is supported.

4.4.7.2 Impact of imports vs. category of manufacturers (Q1 & Q6)

Alpha @ 0.05
Table 4.18 - Oneway ANOVA Analysis for hypothesis 4.4.7.2
95% Confidence
Interval for Mean
Std. Std. Lower | Upper [Minimum ]|Maximum
N | Mean |Deviation | Error | Bound |} Bound
Steel Manufacturers /
6 3.17 .983 401 2.13 4.20 2 4
smelters
Steel fabricators 6 2.83 .753 .307 2.04 3.62 2 4
IManufacturers/ Final step
) 46 3.41 1.002 .148 3.12 3.71 2 5
of steel processing
Other 7 3.29 .951 .360 241 4.17 2 5
Total 65 3.32 .970 .120 3.08 3.56 2 5
ANOVA - ImpctOfimpts
Sum of Squares df Mean Square F Sig.
|Between Groups 1.968 3 .656 .687 .563
[Within Groups 58.247 61 .955
Total 60.215 64
Post Hoc Tests - Multiple Comparisons - Dependent Variable: ImpctOfimpts - Tukey HSD
95% Confidence
Mean
Interval
Difference (I- | Std.
Lower Upper
(1) LeviOfManf (J) LeviOfManf J) Error | Sig. Bound Bound
Steel Manufacturers / Steel fabricators .333 .564| .934 -1.16 1.82
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smelters Manufacturers/ Final step -1.37
) -.246 4241 .937 .87
of steel processing
Other -.119 .544] .996 -1.55 1.32
Steel fabricators Steel Manufacturers /
-.333 5641 .934 -1.82 1.16
smelters
Manufacturers/ Final step
) -.580 424 .525 -1.70 .54
of steel processing
Other -.452 .544] .839 -1.89 .98
IManufacturers/ Final Steel Manufacturers /
.246 4241 .937 -.87 1.37
step of steel processing smelters
Steel fabricators .580 424 .525 -.54 1.70
Other 127 .396 | .988 -.92 1.17
Other Steel Manufacturers /
119 5441 .996 -1.32 1.55
smelters
Steel fabricators 452 .5441 .839 -.98 1.89
Manufacturers/ Final step
) -.127 .396 | .988 -1.17 .92
of steel processing
These results agree with the findings of ANOVA test in 4.4.7.1.
4.4.8. Analysis for hypothesis no.8

One way ANOVA analysis was done to check whether government
agencies overseeing the Steel Industry perceive the challenges to Steel
Industry in the same way as Steel Manufacturers and the Industry
Associations or if these institution’s perceptions are different. The null
hypothesis and alternative hypothesis were earlier given respectively as
follows:

8HO — There is no difference in the way that Government agencies
overseeing the Steel Industry, Steel Manufacturers and the Industry
Associations perceive the challenges to Steel Industry.

8H1 — Government agencies overseeing the Steel Industry do not
perceive the challenges to Steel Industry in the same way as Steel
Manufacturers and the Industry Associations

The analysis was done comparing question Q44, 76 & 96 and that is done by
calculating ONEWAY ANOVA using rating5 BY group5 (Ratings of the three
groups which are Manufacturers, Steel Industry Associations and the DTI). The
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results are presented below.

Table 4.19 - Oneway ANOVA Analysis for hypothesis 4.4.8

95% Confidence
Interval for Mean
Std. Std. Lower Upper Minimum Maximum
N Mean |Deviation | Error Bound Bound
IManufacturer 65 4.28 .992 123 4.03 452 2 5
IAssociation 13 3.92 .760 211 3.46 4.38 3 5
IDTI 4 3.50 1.291 .645 1.45 5.55 2 5
Total 82 4.18 .983 .109 3.97 4.40 2 5
ANOVA - Rating5
Sum of Squares df Mean Square Sig.

|Between Groups 3.318 2 1.659 1.749 181
\Within Groups 74.938 79 .949
Total 78.256 81

Post Hoc Tests - Multiple Comparisons - Dependent Variable:

Rating5 - Tukey HSD

Mean Difference 95% Confidence Interval
(1) Group5 (J) Group5 (1-J) Std. Error Sig. Lower Bound Upper Bound
[Manufacturer  Association .354 .296 .459 -.35 1.06
DTI T77 .502 274 -.42 1.98
IAssociation Manufacturer -.354 .296 459 -1.06 .35
DTI 423 .557 .729 -91 1.75
IDTI Manufacturer =777 .502 274 -1.98 A2
Association -.423 .557 729 -1.75 91

The post-hoc test results show that the views of all the three groups or

institutions are the same regarding the challenges to Steel Industry. p > 0.05

between all groups. That suggests that the Null hypothesis can be accepted and

alternative hypothesis rejected. Therefore the hypothesis that there is no

difference in the way that, Government agencies overseeing the Steel Industry,

Steel Manufacturers and the Industry Associations perceive the challenges to

Steel Industry.

4.4.9.
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agencies have similar views with Steel Associations and the Manufactures
regarding the suitability of policies and priorities for the Steel Industry.

The null hypothesis and alternative hypothesis were earlier given
respectively as follows:

9HO - There is no difference in views between Government agencies,
Steel Associations and Manufacturers regarding the suitability of policies
and priorities for the steel industry.

9H1 — Government agencies do not have similar views with Steel
Associations and Manufacturers regarding the suitability of policy and
priorities for the Steel Industry.

Suitability of policies and priorities for steel industry worked out by comparing
guestion Q43, Q74 & Q98 and that is done by calculating ONEWAY ANOVA
using Rating4 BY Group4 (Ratings of the three groups which are Manufacturers,

Steel Industry Associations and the DTI). The results are presented below.

Table 4.20 - Oneway ANOVA Analysis for hypothesis 4.4.9

95% Confidence
Interval for Mean
Std. Std. Lower Upper |Minimum Maximum
N | Mean |Deviation | Error Bound Bound
IManufacturer 65 2.37 .782 .097 2.18 2.56 1 3
IAssociation 13 3.38 1.121 311 2.71 4.06 2 5
IDTI 4 4.00 .816 .408 2.70 5.30 3 5
Total 82 2.61 .966 .107 2.40 2.82 1 5
ANOVA - Rating4
Sum of Squares df Mean Square Sig.

|Between Groups 19.297 2 9.648 13.559 .000
\Within Groups 56.215 79 712
Total 75.512 81

Post Hoc Tests - Multiple Comparisons - Dependent Variable:

Rating4 Tukey HSD

Mean Difference

95% Confidence Interval

(1) Group4 (J) Group4 (1-J) Std. Error Sig. Lower Bound Upper Bound
[Manufacturer  Association -1.015" .256 .000 -1.63 -.40
DTI -1.631° 435 .001 -2.67 -.59
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Association Manufacturer 1.015° .256 .000 .40 1.63
DTI -.615 482 413 -1.77 .54
IDTI Manufacturer 1.631° 435 .001 .59 2.67
Association .615 482 413 -.54 1.77

The results of the Turkey post-hoc test shows that there is statistically significant
difference between the views of Manufacturers and Industry Associations with p
= 0.000 which is lower than the level of significance of p < 0.05 usually used for
the test. The results also show that there is statistically significant difference
between the views of Manufacturers and the DTI with p = 0.001 which is lower
than the level of significance of p < 0.05, suggesting that the null hypothesis
should be rejected. However, there is no statistically significant difference
between the views of Steel Industry Associations and the DTI with p = 0.413
which is higher than the level of significance of p > 0.05, suggesting that the null
hypothesis can be accepted. Overall however, because there is significant
difference, the null hypothesis is rejected and the alternative hypothesis
accepted. Therefore the alternative hypothesis that Government agencies do not
have similar views with Steel Associations and Manufacturers regarding the
suitability of policy and priorities for the Steel Industry is accepted.

4.4.10. Analysis for hypothesis no.10
One way ANOVA analysis was done to check whether Government
agencies have similar views with Steel Associations and Manufacturers
regarding the threat of Chinese products to South African Steel Industry or
the views of these groups are different. The null hypothesis and alternative
hypothesis were earlier given respectively as follows:

10HO — There is no difference in views of Government agencies, Steel
Associations and Manufacturers, regarding the threat of Chinese products
to South African Steel Industry.

10H1 - Government agencies do not have similar views with Steel
Associations and Manufacturers regarding the threat of Chinese products
to South African Steel Industry.

4.4.10.1 Analysis done by comparing the groups using questions
Q20, 71, 96 (ONEWAY Rating2 BY Group) and the results
are shown below.
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Table 4.21 - Oneway ANOVA Analysis for hypothesis 4.4.10.1

95% Confidence
Interval for Mean
Std. Std. Lower Upper Minimum Maximum
N | Mean |Deviation | Error Bound Bound
IManufacturer 65 3.88 1.206 .150 3.58 4.18 1 5
Association 13 4.54 519 .144 4.22 4.85 4 5
IDTI 4 2.50 1.291 .645 .45 4.55 1 4
Total 82 3.91 1.188 131 3.65 4.18 1 5
ANOVA - Rating2
Sum of Squares df Mean Square Sig.

|Between Groups 13.156 2 6.578 5.133 .008
\Within Groups 101.246 79 1.282
Total 114.402 81

Post Hoc Tests Multiple Comparisons - Dependent Variable:

Rating2 - Tukey HSD

Mean Difference 95% Confidence Interval
(1) Group (J) Group (1-J) Std. Error Sig. Lower Bound Upper Bound
[Manufacturer  Association -.662 .344 139 -1.48 .16
DTI 1.377 .583 .053 -.02 2.77
Association Manufacturer .662 .344 139 -.16 1.48
DTI 2.038 647 .006 49 3.58
IDTI Manufacturer -1.377 .583 .053 -2.77 .02
Association -2.038 .647 .006 -3.58 -.49

The results of the Turkey post-hoc test shows that there is no statistically

significant difference between the views of Manufacturers and Industry
Associations with p = 0.139 which is higher than the level of significance of p >
0.05 usually used for the test. The results also show that there is no statistically
significant difference between the views of Manufacturers and the DTI with p =
0.053 which is higher than the level of significance of p > 0.05. However, there is
statistically significant difference between the views of Steel Industry
Associations and the DTI with p = 0.006 which is lower than the level of
significance of p < 0.05. Overall, that means that the null hypothesis can be
accepted, and the alternative hypothesis rejected. Therefore the hypothesis that
there is no difference in views of Government agencies, Steel Associations and
Manufacturers, regarding the threat of Chinese products to South African Steel
Industry, is supported.

4.4.10.2 Analysis by comparing the groups using question Q20, Q71
& Q97 by calculating ONEWAY ANOVA using Rating6 BY
Group6.
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Table 4.22 - Oneway ANOVA Analysis for hypothesis 4.4.10.2

95% Confidence Interval
for Mean
Std. Std. Lower Minimum Maximum
N Mean |Deviation | Error Bound Upper Bound
IManufacturer 65| 3.8769| 1.20556( .14953 3.5782 4.1756 1.00 5.00
IAssociation 13| 4.5385 .51887| .14391 4.2249 4.8520 4.00 5.00
IDTI 4] 25000 1.29099( .64550 4457 4.5543 1.00 4.00
Total 82| 3.9146] 1.18843| .13124 3.6535 4.1758 1.00 5.00
ANOVA - Rating6
Sum of Squares df Mean Square F Sig.
|Between Groups 13.156 2 6.578 5.133 .008
\Within Groups 101.246 79 1.282
Total 114.402 81

Post Hoc Tests - Multiple Comparisons - Dependent Variable:

Rating6 - Tukey HSD

Mean Difference 95% Confidence Interval
(I) Group6 (J) Group6 (1-J) Std. Error Sig. Lower Bound Upper Bound
[Manufacturer  Association -.66154 .34395 139 -1.4831 .1600
DTI 1.37692 .58319 .053 -.0161 2.7700
Association Manufacturer .66154 .34395 139 -.1600 1.4831
DTI 2.03846 .64729 .006 4923 3.5846
IDTI Manufacturer -1.37692 .58319 .053 -2.7700 .0161
Association -2.03846 .64729 .006 -3.5846 -.4923
4.4.10.3 Comparing question Q6, Q71 & Q96 ONEWAY Rating7 BY
Factor.
Table 4.23 - Oneway ANOVA Analysis for hypothesis 4.4.10.3
95% Confidence
Interval for Mean
Std. Std. Lower Upper Minimum Maximum
N Mean [Deviation | Error Bound Bound
IManufacturer 65 3.32 .970 120 3.08 3.56 2 5
IAssociation 13 4.54 .519 144 4.22 4.85 4 5
IDTI 4 3.50 1.291 .645 1.45 5.55 2 5
Total 82 3.52 1.021 113 3.30 3.75 2 5

ANOVA - Rating7
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Sum of Squares df Mean Square F Sig.
|Between Groups 16.005 2 8.003 9.236 .000
\Within Groups 68.446 79 .866
Total 84.451 81

Post Hoc Tests - Multiple Comparisons - Dependent Variable: Rating7 - Tukey HSD

Mean Difference 95% Confidence Interval
(1) Grouping7  (J) Grouping7 (1-J) Std. Error Sig. Lower Bound Upper Bound
[Manufacturer  Association -1.215° .283 .000 -1.89 -.54
DTI =177 480 .928 -1.32 .97
JAssociation Manufacturer 1.215° .283 .000 .54 1.89
DTI 1.038 .532 131 -.23 2.31
IDTI Manufacturer A77 480 .928 -.97 1.32
Association -1.038 .532 131 -2.31 .23

The results of ANOVA analysis in 4.4.10.1, 4.4.10.2 and 4.4.10.3 show that there
are no differences between the three groups, and therefore conclude by
accepting the null hypothesis. Therefore the hypothesis that there is no
difference in views of Government agencies, Steel Associations and
Manufacturers, regarding the threat of Chinese products to South African Steel
Industry, is supported.

4.5, Test for reliability and validity

Reliability tests were done by computing Cronbach’s alpha using SPSS, version

22. This is done mainly to check if the scale is measuring the variables and if the
scale is reliable. The results of the analysis are shown below:

4.5.1. Reliability test was conducted on questions Q68 & Q100 to check if
the two questions are measuring the same variable “Can policies be
changed without a challenge” and if the scale is reliable and the results
are presented in the two Tables below:
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Table 4.24 — Reliability Test for Questions 68 and 100

Reliability Statistics Scale Statistics Item Statistics
Cronbach's Mean |Variance Std.
Alpha Based on Deviation Std. N
Cronbach's | Standardized N of Item Mean | Deviation
Alpha ltems Iltems
.889 .950 2 5.75 2.250 1.500 Q68 3.25 .957 4
Q100 250 577 4
Inter-ltem Correlation Matrix Item-Total Statistics
Items Scale
Mean if Cronbac
Item Squared |h's Alpha
Deleted |Scale Variance | Corrected Item- Multiple if ltem
Iltems | 068 Q100 if tem Deleted | Total Correlation | Correlation | Deleted
Q68 1.000 .905 Q68 2.50 .333 .905 .818
Q100 .905 1.000 JQ100 3.25 917 .905 .818

The two items with Cronbach’s alpha of 0.889 and standardized alpha of 0.95 are well
above the acceptable range of 0.7. The results show the internal consistency and

indicate that the scale is reliable.

4.5.2. Reliability test was done on questions Q11 & Q35 to check if the
two questions are measuring the same variable “China's products are
cheaper” and if the scale is reliable and the results are presented in the

two Tables below.

Table 4.25 — Reliability test for questions 11 and 35

Reliability Statistics Scale Statistics Item Statistics
Cronbach's Items Mean
Alpha Based on Std.
Cronbach's | Standardized N of Std. Deviatio
Alpha Items Items Mean Variance | Deviation n N
.065 .092 2 8.57 3.030 1.741 Q11 4.48 .640 65
035 4.09 1.588 65

Inter-ltem Correlation
Matrix

Item-Total Statistics
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Scale Scale
Mean if |Variance if | Corrected Squared
Item Item Item-Total Multiple Cronbach's Alpha if ltem
Q11 Q35 |ltems Deleted Deleted | Correlation | Correlation Deleted
Q11 1.000 .048 |Q11 4.09 2.523 .048 .002
Q35 .048] 1.000 ]Q35 4.48 410 .048 .002

The two items with Cronbach’s alpha of 0.065 and standardized alpha of 0.092

are well below the acceptable range of 0.7. The results show that the two items

are not measuring the same variable and that the scale is not reliable.
4.5.3. Reliability test was done on questions Q11, Q12 & Q24 to check if

the three questions are measuring the same variable “Cost to
manufacture products in SA is too high” and if the scale is reliable, and
the results are presented in the two Tables below.

Table 4.26 — Reliability test for questions 11, 12 & 24

Reliability Statistics Scale Statistics
Cronbach's Alpha
Based on
Standardized
Cronbach's Alpha Items N of ltems Mean Variance Std. Deviation
.551 .555 3 12.80 2.788 1.670
Inter_—ltem Correlation ltem Statistics -
Matrix Item-Total Statistics
Scale Scale
Std. Mean if |Variance | Corrected | Squared Cronbach's
Deviati ltem if tem [Item-Total | Multiple [ Alpha if tem
Q11 Q12 Q24 Mean on N Deleted | Deleted |Correlation |Correlation Deleted
Q11 1.000 .246 .318 4.48 .640 65 8.32 1.785 .347 124 482
Q12 .246| 1.000 .318 4.25 .830 65 8.55 1.407 351 124 471
Q24 .318 .318 1.000 4.08 .816 65 8.72 1.360 .400 .162 .385

The two items with Cronbach’s alpha of 0.551 and standardized alpha of 0.555

are below the acceptable range of 0.7. The results show that the two items are

not measuring the same variable and that the scale is not reliable.

4.5.4. Reliability test was done on questions Q65 & Q66 to check if the
two questions are measuring the same variable “Do companies and
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government work together” and if the scale is reliable and the results
are presented in the two Tables below.

Table 4.27 — Reliability Test for questions 65 & 66

Reliability Statistics

Scale Statistics

Item Statistics
Cronbach's Alpha
Cronbach's Based on N of Std. Std.
Alpha Standardized Items | ltems Mean Variance | Deviation Mean [Deviation] N
425 436 2 5.83 1.549 1.245 JQ65 2.92 .872 65
Q66 2.91 .678 65

Inter-ltem Correlation Matrix

It

em-Total Statistics

Corrected Squared
Scale Mean if | Scale Variance |Item-Total Multiple Cronbach's Alpha if
Q65 Q66 Item Deleted | if ltem Deleted |Correlation | Correlation Iltem Deleted
Q65 1.000 279 2.91 .460 279 .078
Q66 .279 1.000 2.92 .760 .279 .078

The two items with Cronbach’s alpha of 0.425 and standardized alpha of 0.436

are below the acceptable range of 0.7. The results show that the two items are
not measuring the same variable and that the scale is not reliable.

4.5.5. Reliability test was done on questions Q67 & 91 to check if the two

guestions are measuring the same variable “Do companies believe in

government” and if the scale is reliable and the results are presented in
the two Tables below.

Table 4.28 — Reliability Test for questions 67 & 91

Reliability Statistics

Scale Statistics

Item Statistics
Cronbach's Alpha
Based on
Cronbach's Standardized N of Varianc |  Std. Std.
Alpha ltems ltems ]| Mean e Deviation [Items Mean |Deviation N
.664 .683 2 6.69 | 2.897 1.702 |Q67 3.77 .832 13
Q91 292] 1.115 13
Inter-ltem Correlation Matrix Item-Total Statistics
Corrected Squared Cronbach's
Scale Mean if | Scale Variance Item-Total Multiple Alpha if Item
Q67 Q91 Iltem Deleted | if Iltem Deleted Correlation Correlation Deleted
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Q67
Q91

1.000
.518

.518
1.000

2.92
3.77

1.244
.692

.518
.518

.268
.268

The two items with Cronbach’s alpha of 0.664 and standardized alpha of 0.683
are below the acceptable range of 0.7. The results show that the two items are

not measuring the same variable and that the scale is not reliable.

4.5.6. Reliability test was done on questions Q9 Q16R Q15R Q13R Q14R

to check if they are measuring the same variable which is: “Impact of
Imports on local manufacturing” and if the scale is reliable, and the
results are shown below.

Table 4.29 — Reliability Test for questions 9, 16R, 15R, 13R & 14R

Reliability Statistics Scale Statistics Item Statistics
Cronbach's
Alpha Based on
Cronbac | Standardized Std. Std.

h's Alpha Items N of ltems | Mean [variance |Deviation fItems Mean | Deviation N
.707 .704 5 20.86 3.934 1.983 JQ9 4.00 .707 65
Q16R 4.12 484 65
Q15R 4.37 .486 65
Q13R 4.00 .707 65
Q14R 4.37 .486 65

Inter-ltem Correlation Matrix Iltem-Total Statistics
Scale Squared |Cronbach’
Scale Mean |Variance if | Corrected | Multiple | s Alpha if
if ltem Item Item-Total |Correlati Iltem
Q9 Q16R | QI15R Q13R | Q14R Deleted Deleted Correlation on Deleted

Q9 1.000 .046 .136 1.000 227 16.86 2.152 .618 .585
Q16R .046] 1.000 .600 .046 .335 16.74 3.196 .290 719
Q15R .136 .600 1.000 .136 472 16.49 3.004 411 .680
Q13R 1.000 .046 .136 1.000 227 16.86 2.152 .618 .585
Q14R 227 .335 AT72 2271 1.000 16.49 3.004 411 .680

The five items with Cronbach’s alpha of 0.707 and standardized alpha of 0.704
are above the acceptable range of 0.7. The results show that the five items are
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measuring the same variable and that the scale is reliable.

4.5.7. Reliability test was done on questions Q74, Q88 & Q90 to check if
they are measuring the same variable which is: “impact of government
policies on steel industry” and if the scale is reliable, and the results

are displayed

below:

Table 4.30 — Reliability Test for questions 74, 88 & 90

Reliability Statistics

Scale Statistics

Iltem Statistics

Cronbach's
Alpha Based on
Cronbach's | Standardized Std. Std.
Alpha ltems N of Items | Mean Variance | Deviation Mean [Deviation N
.583 .638 3 7.92 5.744 2.397 JO74 3.38 1.121 13
088 2.31 .751 13
090 2.23 1.301 13
Inter-ltem Correlation Matrix Item-Total Statistics
Items Scale Mean Scale Corrected Cronbach's
if Item Variance if Item-Total Squared Multiple | Alpha if Item
Q74 Q88 Q90 Deleted Item Deleted | Correlation Correlation Deleted
Q74 1.000 .343 .163 4.54 3.436 .253 .120 .687
Q88 .343] 1.000 .604 5.62 3.423 .632 426 277
Q90 .163 .604 1.000 5.69 2.397 411 .367 481

The three items with Cronbach’s alpha of 0.583 and standardized alpha of 0.683
are below the acceptable range of 0.7. The results show that the three items are
not measuring the same variable and that the scale is not reliable.

4.5.8. Reliability test was done on questions Q63, Q64 & Q95 to check if
they measure the same variable “China applies methods that are in
line with normal trade and fair trading practices”, and if the scale is
reliable, and the results are shown below.

Table 4.31 — Reliability Test for questions 63, 64 & 95

Reliability Statistics

Scale Statistics

Cronbach's Alpha
Based on
Cronbach's Standardized N of
Alpha Items Items Mean | Variance Std. Deviation N of Items
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.907 .969 3 9.75 3.583 1.893 3
Item Statistics Inter-ltem Correlation
Matrix Item-Total Statistics

Cronba

Scale Scale ch's
Mean if |Variance | Corrected Squared |Alpha if

Std. Iltem if ltem Item-Total Multiple Item
Mean | Deviation | N | Q63 Q64 Q95 Deleted | Deleted | Correlation | Correlation |Deleted
Q63 2.75 .500 411.000 1.000 .870 7.00 2.000 .943 .833
Q64 2.75 .500 411.000 1.000 .870 7.00 2.000 .943 .833
Q95 4.25 .957] 4] .870 .870 1.000 5.50 1.000 .870 1.000

The three items with Cronbach’s alpha of 0.907 and standardized alpha of 0.969
are well above the acceptable range of 0.7. The results show that the three items

are measuring the same variable and that the scale is reliable.

4.5.9. Challenges/ issues in the steel industry
The study shows that most challenges or issues preventing the growth and
success of the steel industry in South Africa are:

Table 4.32 - Challenges/ issues in the steel industry

Issue Question # Mean Rank
Increase in imports Q71 4.5 1
Cost to manufacture in South Africa is high Q12 4.2 2
Competition with China (Q73) Q73 4.2 2
Input costs high -  High Steel Price Q14 4.2 2
- Material cost Q19 4.1 3
- High electricity price Q16 4.0 4

From Table 4.32 above, it is clear that increased imports are a threat to the
growth of the steel industry in South Africa. The next biggest challenges are
competition with China, high steel price and high cost to manufacture products in
South Africa.

4.5.10. Factors preventing the effectiveness of government
policies in South Africa’s steel industry
The factors preventing the effectiveness of government policies related to the
steel industry in South Africa are listed in Table 4.33 below:
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Table 4.33 - Factors preventing the effectiveness of government policies in

South Africa’s steel industry

Issue Question # Mean Rank
Lack of systems to monitor the Q56 4.2 2
implementation (checks/ audits

Inefficiencies at borders (poor border Q57 3.8 3
control)

Corruption Q61 4.4 1

Corruption is listed as the most important factor (mean of 4.4) influencing the
effectiveness of government policies within South Africa, followed by lack of
systems (mean of 4.2) to monitor the implementation of policies.

4.6. Suggestions for improvements

The study suggests that improvement to the following will assist the steel industry

in South Africa to grow:

Table 4.34 - Suggestions for improvements

Issue Question Mean
#

Steel at subsidised price to downstream Q52 4.5
Reducing electricity prices Q47 4.5
Protection from imports Q44 4.3
Access to export markets Q54 4.2
Strengthening the local procurement policy to support local Q78 4.2
producers

Subsidizing exports Q45 4.1
Free trade agreement with potential export markets Q48 3.7
Improvement to rail transportation Q49 3.6
Reducing port charges to promote exports Q51 3.6
Increased efficiency in SA ports Q50 3.5
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Subsidies to steel prices for downstream manufacturers, reducing the electricity
price and high protection from imports are rated high in terms of improving the
current performance of the steel industry value chain, with a means of 4.5 for the
first two and 4.3 for the latter. Other suggestions for improvements are listed in
Table 4.34 above in their order of importance.

4.7. Ease of implementation of policies
Information regarding the ease of implementation of policies was extracted out of
guestions 68, 100, O33 and O34, and is collated in Appendix G, 5.1. The results
show general agreement suggesting that it is difficult to implement policies in
South Africa. This is explored further in the next chapter.

4.8. Results of the interviews
Results of the interviews were extracted from questions presented in Appendix E,
and summarised using content analysis approach as presented in Appendix F.
The results represents mainly the views of the representatives from the Industry
Associations and the manufacturers regarding the challenges facing the steel
industry value chain, views on the working of policies related to the steel industry,
and suggestions for improvements (to resolve issues facing the industry). The
two groups view these issues more or less in the same way.

4.9. Summary of comments from the survey
An analysis of comments given in the survey, extracted from the questionnaire,
was done via the content analysis approach and a summary is presented in
Appendix G where comments are grouped according to the study objectives and
guestion numbers. The comments augment or clarify the results obtained from
the questionnaire as indicated in sections 4.3 up to 4.7. A further note on the
comments is made in the next chapter.

4.10. Comparison of different groups
Views of different groups used in a survey were tabulated to see if there is any
difference in how each group viewed the issues raised in this study and the
results are presented in Appendix H. These views are extracted from comments
provided by respondents in the survey. The three groups are the manufacturers,
industry associations and the DTI. The results indicate that the groups agree on
several issues, nevertheless there are some differences between the views of
these groups. The similarities and differences are explored further in the next
chapter.
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5.1. Introduction

This chapter deals with discussion of results presented in chapter 4, and links the
results with the literature, and gives recommendations at the end of each section
or sub-section. An explanation of what the results mean is given first, followed by
a comparison to the literature. Following the challenges faced by the steel
industry and the downstream firms, improvements to avert these challenges and
grow the industry are suggested.

5.2. Analysis of results

5.2.1. Demographics

The results in this sections show that the respondents who participated were
suitably qualified and all stages of the steel industry value chain were considered
fairly represented with no bias from non-respondents indicated. In particular, the
views of high level management were well represented. This is beneficial to the
study considering that respondents from high level management are able to give
better views of the state of current position of their organisation and to give a
good comparison of the entire industry, due to their job requirement to interact
with individuals outside their organisations. Moreover, the majority of these
respondents have a fairly long experience in the steel industry and are therefore
in a good position to comment on the industry issues. It was noted that the
majority of the respondents’ companies consume large amounts of steel per
annum and the steel contribution to their final cost is high. Given this high
involvement in steel contribution, it is anticipated that respondents from such
companies are likely to comment better on the issues related to steel and have a
keen interest in the affairs of the steel industry for example steel price reduction
which can contribute to their competitiveness, as steel is the largest input into
their processes (over 50%). Further, the study represents participants from all
sizes of companies, including the small, medium and large organisations by
considering the number of people employed in their organisations. In general
therefore, the information gathered from respondents may be said to be fairly
representative of the Steel Industry value chain in South Africa.

5.2.2. Results of hypothesis testing

As presented in chapter 4, all ten hypotheses provided in chapter one were
tested to check if the null hypothesis could be accepted and the alternative
hypothesis rejected, or vice versa. Rejecting the null hypothesis means that the
statement described in that hypothesis is not true and that the statement in the
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alternative can be accepted as true. The results for the first hypothesis indicate
that Chinese imports are rated by steel manufacturers in South Africa as among
the top two constraints to better performance of the Steel Industry in the South
African market. This clearly indicates that the attention of policy makers is
expected to be directed towards addressing this challenge as it affects the
majority of companies within the steel industry value chain. It is indicated from
the results of hypothesis no.2 that there is a decline in production of steel related
products within South Africa, as the movement is more towards importing than
manufacturing locally. It is also noted that South African policies contribute to the
un-competitiveness of the locally produced steel in South Africa by not protecting
the steel industry as expected, while imports of steel related products flood into
South Africa. The expectation in the industry, indicated by the results of
hypothesis no.3, is that government policies should be assisting local producers
grow and compete better.

The test in 4.4.4 indicates that Chinese imports of steel products are cheaper
compared to South Africa manufactured products when sold in South Africa and
any other markets across the globe, but are not necessarily superior in quality.
The perception from the test results obtained is that South African products are
better in quality than Chinese products.

There is consensus among respondents, according to test results in 4.4.5 that
increased imports affect the downstream steel industries in the value chain more
than the up-stream industries. This corresponds with the observation that more
jobs are lost at the later stages of manufacturing compared to earlier stages.

The test in hypothesis 4.4.6 was done to compare if small companies in the steel
industry value chain are affected by imports more than the medium and/ or large
companies, and the results were that they are all being affected in the same way.
It doesn’t matter what size the organization is, as all of them feel the impact of
increased imports into South Africa. The problem of imports is therefore of
equally great concern to all sizes of companies in the steel sector that they would
like addressed.

The next tests were reliability tests aimed at checking whether a set of selected
guestions are measuring the same variable, therefore indicating whether the
scale is reliable or not. Results show that there are questions which are not
measuring the same variables and therefore the scale should be rejected for
those variables, and some are observed to be reliable. The data from questions
which showed to be unreliable were ignored and not presented in the results.
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5.3. Elaborating on the results

A number of challenges are highlighted in Chapter 4 and are discussed in detalil
below. The challenges have been extracted from Table 4.32 and the questions
related to these are displayed in the same Table. Challenges are listed as: 1,
Competition from China, 2, high input costs as a result of increased electricity
price, raw material costs and high steel price as input into down-stream
processes, 3, Increase in imports of finished and semi-finished steel products
into South Africa, and 4, labour issues. The intention of this section is to link
these challenges to current South African policies and discuss what role these
policies have in averting them and assisting the steel industry and its value chain
to create the required employment as highlighted in the New Growth Path (2011).

5.3.1. Challenges in the steel industry and its value chain and the
role of policies

Challenges affecting the performance of the steel industry and its value chain in
South Africa and why South African firms cannot compete with China are listed
below:

5.3.1.1. Increase in imports of finished and semi-finished steel
products

The results of the survey shown in 4.4.2 indicate that most companies within the
steel industry chain are not performing as expected and a lot of them are losing
business to imports. Information collated in Appendix F. 15, tells us that imports
in this case are not particularly from China only but also from other countries
seeking markets in South Africa. The survey results shown in 4.4.4 reveal that
companies in the steel industry value chain cannot compete with imports from
China and other low cost manufacturing countries, and the reason is not
necessarily inefficiency, but because it is impossible to achieve the cost
competitiveness that imports from China and these countries bring about. The
increase in cheap imports from China is seen by South African manufacturers in
the steel industry value chain as a threat to their survival, and it seems apparent
to them that a lot of imports from China do not attract any import duties, which
encourages a lot of consumers to rather import than buy the more expensive
similar articles manufactured locally (see Appendix G, 1.2). This support the
literature reviewed in chapter 2, section 2.5.2, which indicates that a lot of tariffs
have been removed on steel related products imported, and this decision seems
unwelcomed by manufacturers in the steel industry value chain.
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The literature also indicates that South Africa has the flexibility to increase tariffs
to WTO bound rate which are higher than currently applied tariffs on most
imports, and at the moment, the policy for South Africa is that if the local
manufacturers can prove beyond reasonable doubt that imports are negatively
affecting their operations and that more jobs will be lost as a result, then ITAC
(International Trade and Administration Commission) which is the government
department looking after tariff policy), will review those tariffs of articles being
complained about, and maybe increase them if justifiable’®. This statement was
re-iterated by the response from one of the representative from the DTI given in
Appendix G, 5.2, indicating that companies are welcome to ask for protection if
they find imports are negatively affecting their business, and those tariffs can be
adjusted if justified. The problem with this process is that it can take a very long
time(up to 2 years) to come to a conclusion (see Appendix G, 5.1), whereby the
damage might already be enormous by the time the conclusion is reached, and
in some instances, the application is declined based on the impact of proposed
tariffs on, amongst other things, economic output and employment across the
value chain (i.e. employment that will be lost as a result of these imports or
employment that will be saved or created as a result of increased tariffs'?).

The other issue with imports is that they can be brought in without any tariffs if
they are brought in for projects (see Appendix G, 1.2), and that places the local
manufacturers at a disadvantage. These developments defeat the purpose of
the policy on government procurement to support locally produced articles, and
yet the same support is expected from the private sector. The case of removal of
import tariffs on most finished steel related products is a good example of a
policy failure by government.

Recommendations: Consideration should be given to review some of the tariffs
and where necessary, increase them to WTO bound rates to limit the influx of
imports (See Appendix F, 3 & 6).

Perhaps the removal of import tariffs could prove to yield positive results on
imports of raw materials used as inputs to produce other products and also
aimed for re-export, instead of removal of tariffs on finished products. This will
likely add value to the manufacturers and assist them to be competitive.

Import substitution industrialization is one policy that government needs to drive
in order to replace major consumer imports by promoting the new developing
manufacturers and growing existing domestic industries and therefore, minimize

3 For examples see http://www.itac.gov.za/media_releases.asp, for items being approved and some rejected
and reasons provided by ITAC.
14 See http://www.itac.gov.za/media_releases.asp
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the impact of imports on the economy. Objectives of Import substitution
industrialization are explained in detail in Chapter 2, section 2.5. These obviously
need to be carefully crafted to ensure compliance to RTA’'s/ FTA’s and WTO
requirements where necessary or negotiate with trading partnering countries to
achieve this. Mineral beneficiation is one such strategy highlighted by the IPAP I
and it is an area of work that presents much untapped opportunity in the steel
manufacturing, but has lagged in terms of policy development and
implementation.

5.3.1.2. Competition from China

From the literature, it is said that China has dominated the market both within
South Africa and the rest of the world. The results of this study indicates that it is
very difficult to compete with products made from China, and this is mainly
because they are cheaper than South African’s in almost every market that South
African companies try to explore (see Appendix G, 2.1, Appendix F, 8, 4.4.1 and
Table 4.32 (Q73). According to the study (results shown in 4.4.5, and Appendix
G, 1.4), the level or stage of companies affected heavily by the increase in
imports in the steel industry value chain are the manufacturers who are the final
users or processors of steel. Feedback from the study (mainly from open-ended
guestions shown in Appendix G, 2.1) is that the dominance by China is boosted
by a favourable environment by Chinese government policies that helps these
companies compete better. On the contrary as indicated by Appendix G, 2.1,
South Africa does not have all the benefits that Chinese companies are enjoying,
and as a result it becomes difficult to compete with China when the playing field
is uneven. The case of China and their policies gives an impression to the
respondents within the South African steel value chain that China’s policies are
better and working for them (see Appendix G, 3.2) and they suggest that the
same policies could be applied by South African government. Information
collated in Appendix G, 3.3 & 3.4, tells us that South African policies do not
address this challenge (competition from China) at this stage and this is
supported by the results in 4.4.3, in which the hypothesis test indicate that South
African policies contribute to the un-competitiveness of the locally produced steel
in South Africa.

This study indicates that export markets even though available are not easily
accessible (see Appendix F.14), as there are sometimes unwritten barriers (e.g.
higher import duties into most developing countries) to entry into some markets,
that make it difficult for South African products to compete in those countries, and
succeed. Appendix G, 2.3, shows that the price of South African products and
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trade barriers in the export markets (particularly China) are some of the factors
preventing growth in South African exports.

Recommendations: Efforts are required from South African government to
lower barriers in the export market, by continuously re-negotiating with
prospective markets, and further amending the current agreements that are not
favourable for local manufacturing and export development. Negotiations should
include better access into the BRICs grouping, both developed and developing
countries, and current trading partners. Export market development is mentioned
in a number of policy documents and government strategies, but, it is not clearly
convincing that this is embraced fully by South African government or policies.

It will be beneficial for the South African government to re-negotiate with trading
partners, the need to raise import tariffs on products where negative preference
margins are experienced, and where it can be proven that competition with
locally manufactured products is unfair.

5.3.1.3. High input costs as a result of increased electricity
price, raw material costs and high steel price as input into down-
stream processes

Table 4.32 shows that input costs to manufacture steel products in South Africa
are high, and this is due to high electricity price for steel producers, high cost of
raw materials and high steel prices as inputs to downstream processes (Also
shown by Appendix F, 4). This means that South African manufacturers in the
steel industry value chain would find it difficult to price their products
competitively if their input costs are already higher than the competitor’s (in this
case China) final product price and that is confirmed by the results from 4.4.4,
hence this would put South African manufacturers at a competitive disadvantage.
What makes steel more expensive is mostly electricity, labour, outdated
technology which is inefficient and the model used to price steel (i.e. IPP), (see
Appendix G, 2.6). From the above, it can be deducted that if the electricity cost
and steel prices increase, then the input costs to the downstream industries
automatically increases. The so-called ‘knock-on’ impact of higher electricity
prices, inefficiencies and prices at IPP is significant for the downstream industries
within the steel value chain and as a result they become more expensive than
imports within South Africa and the competition abroad.

In short, the effect of higher electricity prices, inefficiencies and pricing at IPP
defeats the purpose of government policy, which is to promote the downstream
beneficiation of steel for maximum creation of employment within South Africa.

111 |Page




As noted by the Mail and Guardian®®, government attempted to negotiate a
review of this pricing model with AMSA, with no success. In 2012, according to
Mail and Guardian®®, government announced plans to provide preferential
electricity tariffs and cheaper iron ore for the steel industry, in order to exploit the
intended benefits of this policy, and the implementation is yet to be witnessed.
According to the companies surveyed and the literature provided in the same
newspaper, there are some companies already benefiting from reduced
electricity prices or pricing flexibility, and discounted iron ore prices, but the
knock-on effects, are not yet noticed by the downstream industries. The
challenge for government is to get these steel manufacturers who benefit from
either discounted electricity and/or iron ore prices to pass the discounts on to the
downstream industries (See chapter 2, section 2.4.1).

Recommendations: efforts should be taken to change the pricing from IPP to
EPP and this can be achieved by a number of measures that need to be taken
which include but are not limited to:

increasing state shares or ownership in the steel manufacturing
companies so as to influence pricing and/or acquiring a state owned steel
manufacturer who will mainly be focused on creating employment and
assisting the downstream industries, and not necessarily high profit
making, and also forcing other South African companies to compete in
pricing;

Subsidizing electricity supplied to steel manufacturers;

Selling iron ore to steel manufacturers at lower prices possible like in the
case of AMSA buying iron ore from Kumba at cost plus 3%; and installing
mechanisms to assist these companies to become more efficient and
invest in technologies that will eventually reduce their reliance on
government’s assistance in the long term.

Limit exports of scrap metal and finding mechanisms to give locals an
advantage to access scrap metal at cheaper prices than when exported.

Limiting exports of raw minerals as a means to increase beneficiation of
these locally and make it difficult for foreign companies to compete (See
Appendix F, 13 and Appendix G, 3.5).

More efforts need to be directed at inviting foreign direct investment into South
Africa which would see the demand of steel increasing and jobs being created
within the country. If possible, these types of investments need to be incentivised

15 |ssue of the 14" December 2012
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or boosted in a certain manner to encourage more investments and beneficiation
of steel within the country. At the end of the day, skills and technology need to be
transferred to South African’s to ensure they can stand on their own and not rely

on imports.

5.3.1.4. Labour issues

Most of the companies surveyed indicated that they are facing enormous
challenges with issues related to labour as shown by Appendix F,1 and Appendix
G, 2.1 & 2.6. The issues include inefficiencies, absenteeism, labour cost, skills
levels and strikes or labour unrest. As a result of these issues, most
manufacturers surveyed indicated that they cannot compete with many low cost
manufacturing countries. It is apparently difficult to manage these from a
company level if the country’s labour laws do not adequately address them. At
the end of the day, production suffers and productivity levels remain low as many
employers fail to deal with these issues decisively, while at the same time
employers do not want to be on the wrong side of the law, and having to deal
with the unions and CCMA (Commission for Conciliation, Mediation and
Arbitration) afterwards. The bargaining failures accompanied by strikes result in
high costs and lower profitability for the firms, which leaves firms with more
uncertainty after such negotiations or labour disputes. Thus, labour becomes a
high cost and uncertain production factor for South African manufacturers. Most
firms cannot afford to bear the costs of strikes and non-production, if they are to
remain competitive. These issues affect the competitiveness of South African
firms and as a result stand little chance to compete with countries where labour is
more stable presumably like China. It was ironical that labour cost as suggested
by the literature, was the least of concerns to manufacturers, more specifically at
the upstream level compared to downstream. The mean for question 31 was 2, 7.
Instead, respondents mostly at the upstream level highlighted the issue of labour
unrest as the main problem as opposed to labour cost. The unstable nature of
the South African economy due to these issues is undesirable. At the same time,
these issues cannot be addressed by trade or industrial policies, but at a different
level of government.

Recommendations: A tangible solution need to be devised to deal with these
dilemmas, and need not to be overlooked as it is currently the case. This should
also call for a re-look into labour laws in order to design an environment that will
see more employment and increased efficiencies within businesses.

5.3.1.5. Policy Matters

Appendix F, 11, shows that there are policies in South Africa, e.g. MIDP, that
have assisted the economy, and that proves that South African trade policies are
not all that bad as many may articulate. They have in some instances induced
growth in the economy and helped to fight competition from imports.
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The exporting of raw minerals to China at discounted rates is seen as one of the
policy failures in that by doing this, South Africa is helping China to be
competitive. The increase in un-beneficiated metallurgical ore exports from South
Africa has contributed to a decline in exports of ferrochrome from the world’s
biggest ferrochrome producing region (South Africa) to the world’s biggest
market (China), (Xstrata submission paper and Engineering-News'’). The
challenge is that the mining industry benefits extensively from these exports, but
the overall results are negative to South African economy. How would one
achieve a balance in which the restriction of these exports does not massively
affect the local mining companies and boost the economy? Export duties were
applied by 65 out of 128 WTO member countries over the period 2003-2009, an
increase on 1997-2002 (Kim, 2010). Kumba (2011) advocates that export
restrictions would discourage investment in extracting and producing raw
materials - potentially reducing the overall supply of materials in the long term,
and therefore a different policy model should be investigated as opposed to
export restrictions, for example, export duties or taxes. This report by Kumba
(2011) overlooks the fact that although steel industry by itself does not create a
lot of jobs, the downstream firms when aggregated add to these numbers and the
results would be the creation of jobs required. In addition, beneficiation of these
minerals would contribute to foreign exchange earnings and further employment
growth. This view is supported by DTI (2010), in that a policy tool that would give
a reduction of steel price for example by 10% would yield about 21%
employment, and if steel price is reduced by 30%, the results would be 57%
employment creation in the downstream. A good example of the application of
export taxes is that of Botswana which applies taxes to minerals, encourage
investments to beneficiate minerals within the country and re-directs the earnings
from taxes to other sectors that would create more jobs (Korinek, 2014). This
might be the best model to be copied by South Africa to receive extended value
from their enriched mineral resources. The aim of this will be to collect revenue
for government, that can be used elsewhere required, and not necessarily to
prohibit exports of these items, meaning the tax amount or percentage should be
reasonable for this purpose. Currently, export taxes are applied to unpolished
diamonds and the proceeds used to develop skills and domestic industry
(Sandrey, 2014, p2). Countries like Indonesia, Ethiopia, Malaysia, and Egypt
which have similar export profile as South Africa, do collect significant tax
revenue through export taxes (Sandrey, 2014, p3), and the same could be done
by South Africa. There have been talks from the DTl and a number of

' ssue of the 25™ October 2013, supports the Xstrata submission paper on beneficiation, in that South
African producers’ market share in ferrochrome has declined by 16% in one year from 50% in 2004 to 42%
in 2005 and this has led to a decline in this industry’s capacity utilization, with a swing to favouring China
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newspapers on implementation of this suggestion, but progress cannot be
ascertained thus far.

The results of the survey suggest that there are good policy tools in place, but
the implementation is not adequate. An explanation may be that either individuals
find a way to bypass the rules defeating the purpose of policies advocated (that
include corruption and inefficiencies within government and industry), or that
collaboration and engagement between industry and government is non-existent
or very weak, and as a result, these policies fail to yield desired outcomes. There
is a need for these institutions to work together as issues of growth and
development of the steel industry value chain cannot be achieved by government
alone, but with the assistance of the industry as well. Inefficiencies in government
also contribute to decisions and implementations taking ages before finalization
as indicated by Appendix G, 5.1. There have been lots of talks around the
challenges facing South African economy and a lot of recommendations on how
to avert these challenges as articulated by many government policy documents,
e.g. TPSF (2010), but little action has been observed. This is a view supported
by some respondents in the steel industry value chain as shown in Appendix
G,4.1. The results of poor implementation bring about the feeling that South
African policies do not positively contribute to the growth of the country’s
economy instead, especially in the steel industry. It is therefore incumbent on
government to look into the problem of implementation. In doing so, there is a
need to continuously review and refine the policies to address current challenges
and economic dynamics.

The feeling from companies in the steel industry value chain is that, perhaps
government is not really prioritizing this sector in their policy development (see
Appendix G, 4.1), and that is why there is little action seen to support this
industry. The views of manufacturers are that they should get subsidies for
exporting and subsidies on electricity and iron ore, and cheaper steel as a result
(see Appendix F, 13 and Appendix G, 2.6), which is in contradiction to the
believe by Edwards and Lawrence (2012p21), in that “Providing costly incentives
for beneficiation could draw on scarce resources that may be better used
elsewhere”.

Appendix G, 5.1 shows that for new policy developments in South Africa,
considerations should be given to the commitments the country has undertaken
in the WTO and in other bilateral trade agreements (e.g. EU under the TDCA and
SADC countries under the SADC Trade Protocol). There are boundaries or
parameters expressed within the WTO framework which constraints some
adjustments to policies, e.g. WTO bound rates on tariff increases. The feeling
from respondents as indicated in Appendix G, 5.1, is that where there is injustice
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in trade and where the damage to local production is severe, these agreements
or considerations should be ignored, and decisions that would support local
production and economic growth should be taken. According to TPSF (2010,
p40), “trade remedies, including anti-dumping, countervailing and safeguard
measures, should also be used as instruments to ensure that domestic
producers and employment are protected from unfair trade and from surges in
imports that can damage the national and regional economy, leading to job
losses and hamper efforts to create decent work”. There has been very little
debate around this issue from the feedback of the survey (only 7 respondents
gave comments to question 64 as shown in Appendix G, 4.4). From the survey
and interviews conducted, it was picked up that dumping is a very sensitive issue
and perhaps individuals do not want to involve themselves in such a discussion.

While manufacturers advocate for increased tariffs and protection from Chinese
imports, they are also concerned about the concessions given to Chinese
imports into the country.

The findings of this study differ with the views of Kumba (2011), in that the
manufacturers believe there are still opportunities for growth in the steel industry
and its value chain, especially within the South African market and in the rest of
Africa if Chinese imports could be substituted by locally produced products, and
this could be achieved by getting steel to be cheaper as an input to downstream.
Kumba (2011), on the other hand says steel price reduction up to cost would still
see the downstream being about 36% more expensive than China, mainly due to
South African labour cost, hence the idea of substituting imports by locally
produced steel articles is a misconception.

In general, trade policies would not function alone. They need to be supported by
other measures at macro-economic level to enhance investment and productivity
improvement. Currently in South Africa, there is no coherence between
macroeconomic policies and microeconomic policies to support industry
objectives and that need to be addressed. At the same time, growth and
development would not be achieved by a document that is sitting in a
government department.

Recommendations: The study suggests that improvement to the following top 5
policy items will assist the steel industry value chain in South Africa to grow as
listed in Table 4.34 in Chapter 4: Steel at subsidised prices to downstream
industry, which was rated high with a mean of 4.5, reducing electricity price to
industries that are reliant on high energy use was the next on the top of the list
with a mean of 4.5 as well, protection from imports for downstream industries
being the third highest with a mean of 4.3, improved access to exports markets,
being the fourth with a mean of 4.2, and the fifth being strengthening the local
procurement policy to support more the local industries than importing goods that
could be produced locally.
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There needs to be actions taken and a system to allow continual feedback loop
that will enable rapid responses to emerging problems and this is also stipulated
by the New Growth Path (2011). Implementation of key strategies needs to be
fast tracked and a system to monitor and evaluate progress of implementation,
identifying issues and rapidly remedy them as they arise is required.

A co-ordinated effort between government and the industry, and perhaps the
universities to carry out research on particular topics of interest to allow
facilitation of discussions necessary to deal with industry issues and grow the
economy, is required.

To deal with capacity issues, the DTI might need to employ more personnel, train
them and assign individuals or teams to look at specific sectors and see projects
being carried through until implementation. A number of similar strategies like the
ones above have been highlighted by NEDLAC and also in the New Growth
Path, but little progress or results are seen in the industry. The DTI’s intention is
to establish “an Industrial policy think tank” that will work on specific projects,
review progress on a regular basis and advice the Minister of Trade and Industry
on industrial policy issues. If suggestions as tabled in the New Growth path
(2011) are implemented, which include intensive development and recruitment of
staff to increase capacity, and collaboration with universities to draw on existing
sector expertise can be achieved, it would see a lot of improvements and
changes in the way policies are developed and implemented. This capacity within
government is also required to clamp down on fraud, illegal imports and
substandard imported goods, and that will assist in growing production locally.

5.3.2. Factors preventing the effectiveness of government policies in
South Africa’s steel industry

The following are listed as the top three factors preventing the effectiveness of
government policies related to the steel industry and its value chain in South
Africa:

Corruption is listed as the major factor (mean of 4.4) influencing the effectiveness
of government policies within South Africa, followed by lack of systems (mean of
4.2) to monitor the implementation of policies, tabulated in Table 4.33.The third
factor being inefficiencies at the borders (poor border control) with a mean of 3.8.
These three factors are seen as the stumbling block towards realizing the fruition
of policies being implemented by South African government. For example
Appendix G, 4.1, shows that more and more Chinese companies are being set
up within South Africa due to the reason that these Chinese are connected to the
right individuals within South African government. The second reason linked to
corruption is that individuals within government or certain departments are seen
importing goods from China, instead of supporting local companies, which shows
that the government is breaking their own rules. Emphasizing local procurement
as a policy and ensuring that all government departments comply, (especially on
major government projects), can also contribute positively to growth in the
industry value chain, and the same effects can be realized with any other sector
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within South Africa. If infrastructure development within South Africa is fast
tracked and locally manufactured products are used in projects like construction
of roads and government buildings, capital and rail transport equipment and
energy sectors, it will provide opportunities to increase demand for steel
products. Infrastructure development within South Africa is currently moving at a
slow pace and does not fully support locally produced steel. As much as there
are lots of talks around the cost of transporting goods within South Africa and
Africa as a whole by road, it is a challenge to address this without heavy
investment into rail network as an alternative. South Africa could increase their
efforts into improving rail network within the country and ensuring that it is
efficient, but they have minimal or no influence on what should happen in the rest
of Africa. A coordinated effort between African countries is required to adequately
deal with this matter.

The study also shows that policies are not implemented properly and followed
through to the end where anomalies can be picked up, so that policies are
refined accordingly to address the latest challenges within the industry. It might
be that there is lack of capacity within government to deal with the issues raised
by the steel companies and its value chain, or that government does not have
much interest in this industry hence less attention is given. The same applies to
poor controls at borders where illegal products are allowed into the country and
tariffs are not charged accordingly as per custom’s rules. An example of the lack
of the means to enforce agreements with foreign investors is prevalent with the
sale of the then ISCOR to Arcellomital. Most of the agreements signed during the
sale of ISCOR are not honored and little effort seems to be made to re-enforce
these agreements. From the above, it is apparent that these issues are key
towards success of policies and are ought to be addressed.

Literature shows that, the South African economy is faced with a rapid and
increasing growth in illicit trade — illegal imports characterized by undervaluation,
false declarations (origin and tariff), rerouting via third countries and misuse of
duty rebates and credits (TPSF, 2010, p22). These practices have a strong
negative impact on the economy as they continue to erode the country’s
manufacturing capacity and its revenue base. Given the complex nature of
customs fraud, IPAP highlights the critical need to develop a sophisticated and
integrated approach to the problem. It is said that during the 2012/13 financial
year, a number of interventions were implemented by SARS. Accordingly, it was
indicated that a comprehensive Customs Modernization Programme is being
rolled out, both domestically and in the SACU region (IPAP 2, 2013).

Recommendations: Issues mentioned above as affecting effective
implementation of policies which are: Corruption, lack of systems to monitor the
implementation of policies and inefficiencies at the borders (poor border control),
are currently being addressed through different programs within government as
mentioned above. All that is required is to increase capacity within the relevant
departments and intensify efforts to ensure effective implementation and where
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necessary, refine strategies as need arise. Competent leaders with the right
mentality and attitude would be able to carry this out effectively.

5.3.3. Comparison of different groups

Views of different groups used in a survey were tabulated as in Appendix H, to
see if there is any difference in how each group view the issues raised in this
study. The three groups are the manufacturers, industry associations and the
DTI. Slight differences are noticed between views of these groups as shown in
Appendix H, meaning they agree on many issues.

On objective 1, the following is observed: The views of the manufacturers and
the steel industry associations are the same in that Chinese imports and imports
from other countries do have negative impact on the production of steel related
products within South Africa, and more so for the downstream manufacturers
than the upstream. Government agencies have a different view on the same
aspect, stating that the local steel producers enjoy monopoly and that they do
sell all steel they produce, implying that imports from China and anywhere else
are not a problem (see Appendix H, item 1.1 and 1.2).

On objective 2, the following views are noted between the three groups: the
manufacturers within the steel industry value chain and the industry associations
agree with the view that South Africa cannot compete with China due to the
phenomena that China receives extensive support from their government in
many ways to support their local manufacturers. Government agency holds a
different view in that South African steel is more competitive within South Africa,
and it will not be possible for China to ship their steel to South Africa and still get
it cheaper than the local manufacturers (see Appendix H, item 2.4). While
manufacturers and their Associations are calling for support in different forms
from government, government feels the manufacturers need to improve on their
aging infrastructure to be competitive.

On objective 3, the following is noted: The three groups agree that China’s
policies do assist their manufacturers, but government agency cannot confirm if
South Africa policies are supporting and having a positive impact on the steel
industry and its value chain. The view of manufacturers and the Associations is
that current South African policies do not contribute much to assisting the local
production.

On objective 4, the following is noted: the manufacturers and their Associations
agree that government lacks control over illegal imports and that government
does not work with the industry (Appendix H, item 4.1 and 4.2), while government
are of the view that the problem is rather AMSA, lack of skills within government,
and the capacity to deal with industry issues, hence failure in implementation.

On objective 5, the following is noted: The three groups agree that most policies
can be amended and implemented within the steel industry value chain, but they
will be challenged by WTO and other international groupings, but South Africa
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needs to disregard those contests and continue with implementation where
necessary (Appendix H, item 5.1). The difference is seen in the issue of
suitability of policies, where the industry believe current policies are not suitable,
while government agency believes that they are suitable, but they need to be
given time before results can be realized.

The problem with differing views of these groups on some of the issues is that
solutions to averting these problems may not be priority in the policy
implementation. It is noted that the processes that have to be followed before
implementation of any policy is longer and also that the industry does not want to
work with government, and AMSA was particularly mentioned as a culprit. The
industry holds a different view in that there is a lot of red tape in getting their
proposals implemented by government; hence the trust is lost between the two
sides.

The next chapter gives the conclusion to this study. An effort is made to bring all

the factors discussed in the literature and the findings of the study results, into
few meaningful statements.
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Chapter 6

Conclusion

and way forward
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6.1. Outcomes of the research

The South African Steel industry, like other manufacturing sectors in the country,
has been hard hit by Chinese imports. This research confirmed that China is
regarded by the steel manufacturers within the steel industry value chain as the
major threat to their survival and the prospects of this industry in creating jobs as
expected by different government policy documents. China has been the most
dominant and the fastest growing exporter of different types of steel and steel
related products all over the world including South Africa, and the manufacturers
in the country cannot compete with cheap Chinese imports due to the reason that
the playing field is uneven between the two countries. The expectation is that SA
government should intervene and implement measures that would turn the
situation around and minimise the negative impact of China on South African
Steel industry and its value chain. This expectation emanates from the obvious
reason that South Africa is rich with mineral resources, which should work to the
country’s competitive advantage. The research reveals that government policies
do not contribute much to the competitiveness of steel products manufactured in
South Africa. There are challenges mentioned in this report, which hamper the
successful implementation of policies within the steel industry value chain, and
those need government interventions, together with the industry. In short, this
research has successfully answered the question “What effect has china’s
participation in SA steel market had on the Steel Industry’s Value Chain in view
of existing Government policies and the connection to un-competitiveness of
South African manufactured steel products?”. Aspects of the research question
addressed are further elaborated upon in section 6.2 and 6.3 below.

6.2. Effects of China and the competitiveness of the steel
industry value chain in South Africa.

The study confirms that there has been a significant loss of jobs in South Africa,
as a result of increased imports from China and other competing countries.
Manufacturers and the Industry Associations are of the view that Chinese
government assists their manufacturers in different forms and that the assistance
boosts China’s economy better than South Africa’s. The study further confirms
that Chinese products are cheaper compared to South African manufactured
products as a result of the assistance given by their government to their
manufacturers, and that this is also supplemented by cheap labour. Given the
above, it is clear that South African steel products will not be able to compete
with Chinese in every market they do business. Competitiveness of South African
products is hampered by expensive labour, inefficiencies, outdated technology,
high steel prices as inputs into downstream processes, and high electricity
prices. South African policies need to be directed at addressing these issues so
as to assist the steel industry to be competitive.
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6.3. Effects of government policies on the
competitiveness of the steel industry value chain

This study reveals that South African government policies have played a little role
in assisting the steel industry to avert the negative impact of China. With a closer
look at the policies ascribed by a number of government documents, the
intentions of the South African government with regards to the steel industry and
its value chain are clear and straight forward. The aim of these policies is to
strengthen the downstream manufacturers and create employment within South
Africa. However, the results are opposite to this proposition. Instead, these
manufacturers are shedding jobs instead of creating them, mainly due to the
apparent reason that they cannot compete with China within South Africa and
abroad. Investigations by this study reveal that there are a number of challenges
within the steel industry value chain and that current government policies do not
address these challenges adequately. In the policy documents, one hears of the
plans to address most of these issues, but actions and results out of these plans
are yet to be realised. This suggests that, perhaps the issue is not necessarily
the policies, but implementation which is not carried out as expected. If
implementation is carried out effectively, the expectation is that anomalies would
be picked up and highlighted promptly and corrections made timeously to deal
with current issues facing the industry. To address this government needs to look
at issues of capacity within the relevant departments dealing with policy
implementation and involvement of the industry itself in developing proposals and
addressing the issues hampering growth in this sector.

6.4. Study objectives

The study has achieved the objectives highlighted in chapter 1 which are to:

Confirm the impact of the increased imports of Chinese steel products on
the manufacturing of steel product’s within South Africa. The impact of
increased imports of Chinese products has been confirmed to be the
shedding of jobs within the steel industry value chain, and reduced growth
in this industry.

Investigate the reasons why China is apparently dominant with regard to
inter-trade in steel products between the two countries whereby exports of
steel products from China into South Africa seem to dominate compared
to the other way round. The reasons for China’s dominance is stated as
the extensive support by their government, which is not received by South
African manufactures, and that China’s products are given some
concessions when exported to South Africa, while South African exports
are subjected to high tariffs into China, and therefore skewing the results.

Investigate whether there is a role that government’ trade policies play in
trade between South Africa and China, and whether these policies in
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particular assist the Steel Industry and its value chain. Government
policies seem to be playing little role in assisting the South African steel
industry value china, while China’s policies are seen as contributing
positively to growing the steel industry in their country. In fact, South
African policies are seen as assisting China, instead of the other way
round.

Investigate the possible reasons why government policies in South Africa
are not assisting the steel industry value chain as expected if that is a
case. The failure of South African policies is caused by inability to
implement rather the policies themselves. Some of the decisions and
agreements taken by South Africa during negotiations with trading
partners are negatively affecting the steel industry, and needs to be
reversed, but little efforts are seen in correcting these mistakes.

Establish whether government policies in South Africa can be modified
and accepted by the relevant international bodies which include WTO,
BRICS and China. This study reveals that policies can be amended, even
though there are possibilities that they could be challenged by
international groupings. What is important is to go ahead with
implementation of policies which will help the industry grow and ignore
some of the noise from these groupings.

Recommendations to policy amendments to improve the status of trade in the
steel industry value chain in South Africa are encompassed in Chapter 5.

6.5. Summary and conclusion

The role of government policies on the steel industry and its value chain is a
complex subject to explore. Particularly due to the reason that the performance
of this industry, like any other industry, whether negative or positive, does not
solely depend on government policies but many other factors like the economic
conditions of a country in which the industry operates, and that includes the world
economic conditions, demand of products in general and affordability, level of
technology and skills required to produce the products, availability of resources
and many more factors that may not be influenced by policies. Depending on the
expectations from policies, it may be difficult to establish a link between
performance results of the steel industry value chain and the impact or role of
policies, since the outcome may be the outcomes of other factors than policies.
In addition, it is clear that trade policies cannot function alone. They need other
macro-economic policies and also dependent on global economic situation.

In conclusion, it is apparent that South African policies do not effectively support
the steel industry and its value chain. Successful implementation of policies in
South Africa is hampered by current agreements signed between trading
partners (countries), restrictions imposed by WTO, pressure from IMF to conform
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to Doha Round agreements and lack of capacity within government departments
to effectively implement, monitor progress and refine interventions required to
deal with new evolving challenges, and poor collaboration between government
and the steel industry. Other factors deterring the successful implementation of
South African policies are corruption which is deep rooted in the country, labour
issues, and high cost of manufacturing within the country. The study further
establishes that South Africa has good policies, but these have insignificant
impact in growing the country’s steel sector due to poor implementation.
Government and the private sector are working in silos and their objectives are
sometimes not aligned, which contributes to the failure of some policies. South
Africa had a chance in the last sitting at the Doha Round, to challenge some of
the agreements concluded by countries involved in trade with the country, but did
not voice their concerns and missed the opportunity.

The example of China and the current growth of its economy can be taken as a
good example of the positive effect government policies can have in a country.
Whether China’s strategies can work in another country or whether they are
sustainable, is unclear at this stage. South Africa needs to investigate some of
the policy tools used in China, and assess whether they can be used locally.
Further initiatives should include re-negotiating with trade partners on the trade
barriers subjected to South African exports, and implementing tariffs that should
be charged to imports which are negatively affecting local manufacturing.

This study was generally successful in that it has achieved the objectives
highlighted and has answered the research question.

6.6. Way forward

The South African government through the DTI and other agencies need to fast
track the implementation of suggestions tabled by respective government policy
documents and other relevant research which have been conducted in relation to
the steel industry and its value chain. Involvement of the private sector and
universities, and establishment of focused groups may be able to yield the
desired results, and pave a way for effective implementation of policies.

Further research may include a more in depth study, covering a bigger sample
size for study into the steel industry and its value chain where enough resources
need to be provided to be able to get to the bottom of those issues that this study
did not cover in detalil, like progress on implementation of suggestions by the
NGP, IPAP II, NDP, ASGI-SA, and other studies by NEDLAC and other
concerned parties. The aim being to identify gaps in the implementation of
policies, identifying new challenges within the industry in the context of new or
emerging economic and global developments, and devising strategies that can
grow the steel industry and its value chain within South Africa, and ultimately
creating the required employment.
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Appendices

Appendix A: Data requirement Table.

1

Research Objective

Confirm the impact of the increased Chinese
imports of steel products on the Steel production

in South Africa.

The purpose of this is to check if Chinese imports of steel products have really affected the
production of steel in SA.

# Investigative question (s) - Data/ Construct/ Measurement Question(s)
Information Required variable(s)
required
Check if production of steel in the | Current state Scale — 5,7,8,71,
country has declined or current of production | Agree/disagree, 1 | 14R
status of companies in the steel of steel in SA -5
industry
Confirm impact of imports on local | Opinion on Scale — Agree/ 6,9,72,97,
manufacturing of steel impact of disagree, 1-5 13R, 15R,
imports 16R
Rate 1-10
Open ended 20
question 75
Is the impact of Chinaon a Size of Scale1-4 2,3,4,6,
company dependent on the size of | companies
the company? most affected
Which level or stage of steel value | Level most Scale1-4 1,10
chain is most impacted by affected
competition from China?
Is China a problem? Scale — 69, 73
Agree/disagree, 1
-5
2 | Research Objective Investigate the reasons why China is dominant

compared to South Africa with regards to: 1.
steel exports to South Africa rather than the
other way round, 2. In other exports markets

The purpose if this is to understand if China is doing something different from what SA is doing in
order to be the leaders in the steel manufacturing industry. What makes China the best and where is
SA failing? Are there things SA can copy from China?

# Investigative question (s) - Data/ Construct/ Measurement No. of
Information Required variable(s) questions
required
1. Reason for China’s dominance | Why Chinais Rate1t0 10,1 11,12,13,14,
in South Africa and dominant less significant 15,16,17,18,

everywhere-else

and 10 most
significant

Open ended
question

19, 26, 27,
28,29

020, 023,
030, 01
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Scale — Agree/

disagree, 1-5 93
2. Reason for decline or Poor- Why steel is not | Rate 1 - 10, 21, 22, 23,
growth of business in South growing as (with 10 being 24, 25
African Market expected the most
significant cause
or strongly
agree)
Open-ended
question 17, 024, 037
Scale — Agree/
disagree, 1-5 92,96
3. Reasons South Africa cannot Difficulty in Rank from 1 to 35, 36, 37,
sell equal or more quantities of | selling SA 7, 1 being 38, 39, 40, 41
steel products in China products in significant issue
China and 7 = not an
issue
Open ended 04
questions
4. Comparison of China and SA Can SA compete | Scale — Agree/ 42
with China? disagree, 1-5
5. Why is SA expensive and why What Rank from 1 to 30, 31, 32,
they cannot compete contributes to 5, 1 being the 33,34
high cost highest cost
Open ended
question 02,027,028
6. Suggestions for improvements | Opinion on what | Open ended 03, 05, 018,
for SA to compete with China to improve guestions 021, 038
Rate impact 76,77,78,79,
from1-10 80,81,82,83,

84,85,86 87

3. Research Objective

Investigate if government policies play a role in
helping China dominate over South Africa. (Effect
of SA policies vs China policies)

The purpose of this is to find out if there are any governments interventions currently employed by
South Africa and what role they have in the importing of Steel related products into South Africa,
exporting of steel to China, and identify the barriers or challenges in growing the manufacturing of

steel in South Africa. Second if China policies are better than SA’s

# Investigative question (s) - Data/ Construct/ Measurement No. of
Information Required variable(s) questions
required
1. How does China help their Effect of China’s | Open ended 08
manufacturers policies question

Are China’s Yes/ No 94
policies
sustainable
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2. Government assistance to Government Scale — Agree/ 43
trade with China assistance to disagree, 1-5
trade with China | Open ended
question 06
3. SA Government intervention Role of SA Rate1to10-1 56, 57, 58,
government’s being no effect/ 59, 60, 61
policies strongly disagree,
10 being strong
effect/ strongly
agree
Scale — Agree/ 98
disagree, 1-5
Open ended 025, 026,
question 031, 035,
036
4. Suggestions for improvements | What Rate1t0 10,1 = 44, 45, 46,
on policies companies think | Do not believe or | 47,48, 49,
can be done 10 = Strongly 50, 51, 52,
believe will assist | 53, 54, 55,
Open ended
question 07,018
5. Perception of SA government What Scale — Agree/ 74, 88, 90,
in terms of assisting steel companies disagree, 1-5
industry believe
government is Open ended
doing question 032
4, Research Objective Investigate the cause of failure of government

policies in South Africa

The purpose of this is to understand what causes the failures in implementing government policies
in SA. At the same time one needs to understand if companies do engage government to assist in
growing the steel industry in the country. The reason for government policy failures might be that
there is no communication or collaboration between government and the companies. Other reasons
might be counterfeit products, dumping of products to shut SA manufacturing or failure to
implement and monitor effectiveness of policies. It is also possible that companies are not aware of
what the government should do, hence no contact with the government is made.

# Investigative question (s) - Data/ Construct/ Measurement No. of
Information Required variable(s) questions
required

1. Causes of failures of policies Causes as per Open ended 09
companies’ question
perception of
failures of Scale—1to5, 89
policies Agree/ disagree

2. Possibility of illegal trade as a Does illegal Scale—1to 5, 62

reason for SA policy failure

trade influence
the effective
implementation

Agree/ disagree
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of policies?

Is China trading | Scale—1to5, 63, 64, 95
fairly Agree/ disagree
Open ended
question 010
Is there Open ended 64
dumping of question
products
3. Understanding of Understanding Open ended 011, 019
responsibilities of companies guestion
and what they
believe who
must do what
4. Collaboration of companies Do companies Yes/No 65, 012,
and government and government | Scale—1to 5,
work together? | Agree/ disagree 66
Do companies 67,
believe in
government 91

5. Research Objective

Establish whether government policies can be
modified and accepted by the relevant bodies
which include WTO, BRICS and China

The purpose of this is to investigate if it possible to amend government policies, if there are barriers
preventing government to amend and if China, WTO and BRICS grouping will accept those
amendments. This questionnaire will be directed to the policy makers and expert economists who

have got more insight into the subject matter.

# Investigative question (s) - Data/ Construct/ Measurement No. of
Information Required variable(s) questions
required
Can these changes be made without Scale, 1to 5, 68, 100
challenges by WTO, BRICS or China? Agree/ disagree —
elaborate
Open ended 033, 034
question
Why policies are | Open ended 029
not amended guestion
Need to change | Scale, 1to 5, 99

policies

Agree/ disagree
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Appendix B — Consent Letter for collecting data
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Appendix C — Survey Questions

Question
# Questions Scale
Questions intended for Manufacturers

1 From the list below, which cluster does your organization belong to 1to 5

2 Whatis the contribution of steel to your final product cost? 1t0 4

8 What quantity of steel do you consume perannum? 105

4 How many people are currently employed by your organization? 1to 4

5 Your company has performed well (increased demand - gty) in the last5 years? 1to 5

6 Whatimpactdo imports have on your business? 1to 5

7 Production of steel or steel products in the country is generally on a downslide? 1t05

8 Utilization of your plant capacity has grown over the last3 to 5 years 1t0o 5

9 Consumers buy imported steel products more than locally manufactured products 1to 5

10 Which level of the steel value chain is the mostimpacted by imports of steel products? 1to 5
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: Ifapplicable, The reason your

11 company cannotcompete with imports is that: - Imports are cheaper 1to 10
Rate ona scale of 1to 10. 1 =less significantand 10 = Most significant: If applicable, The reason your

12 company cannotcompete with imports is that: - Generally, costto manufacture in SA is high 1to 10
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: If applicable, The reason your

13 company cannotcompete with imports is that: - Inefficiencies 1to 10
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: Ifapplicable, The reason your

14 company cannotcompete with imports is that: - High steel prices 1to 10
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: If applicable, The reason your

15 company cannotcompete with imports is that: - Logistics costs 1t0 10
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: Ifapplicable, The reason your

16 company cannotcompete with imports is that: - High Electricity prices 1to 10
Rate ona scale of 1to 10. 1 =less significantand 10 = Most significant: If applicable, The reason your

17 company cannotcompete with imports is that: - llegal imports/ easy access forimports 1t0 10
Rate on a scale of 1to 10. 1 =less significantand 10 = Most significant: Ifapplicable, The reason your

18 company cannotcompete with imports is that: - Shortage of skills 1to 10
Rate ona scale of 1to 10. 1 =less significantand 10 = Most significant: If applicable, The reason your

19 company cannotcompete with imports is that: - Input materials expensive 1t0 10
Your company have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10

20 being the most significant cause or strongly agree): -Increase inimports of steel products into SA 1to 10
Yourcompany have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10

21 being the most significantcause or strongly agree): - Steel consumption in SA has declined 1t0 10
Yourcompany have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10
being the most significant cause or strongly agree): - Lack oflocal capacity to manufacture the

22 required steel products 1to 10
In your opinion, whatis the reason for the increase of steel productimports from China into SA? - Open-

o1 Ended Response 1to 10
Your company have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10
being the most significantcause or strongly agree): - Lack of capability of the local manufacturers to

23 produce the same steel products currently being imported 1to 10
Yourcompany have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10
being the most significantcause or strongly agree): - Costof manufacturing in SA makes the steel

24 products more expensive compared to imports 1t0 10
Yourcompany have suffered a loss of sales within the South African marketdue to (rate 1to 10, with 10
being the most significantcause or strongly agree): - Quality of products being manufactured locally

25 is inferior compared to imports 1t0 10
Chinese government has sound and perfectindustrial policies that have the effect of (rate 1 to 10, with
10 being the most effect): - Removing barriers for Chinese steel products to enter African and South

26 African market with ease 1t0 10
Chinese government has sound and perfectindustrial policies that have the effect of (rate 1 to 10, with
10 being the most effect): - Making it difficult for South African manufactured steel products to enter

27 Chinese markets 1t0 10
Chinese government has sound and perfectindustrial policies that have the effect of (rate 1to 10, with
10 being the most effect): - Ensuring Chinese manufactured steel products are of better quality than

28 South African's 1to 10
Chinese government has sound and perfectindustrial policies that have the effect of (rate 1 to 10, with

29 10 being the most effect): - Reducing the cost of manufacturing steel products in China 1t0 10
If cost of manufacturing is an issue to your company, what makes up the highest costs within

02 manufacturing of steel or steel components? - Open-Ended Response
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30

Which of the following contributes the highest costin the manufacturing and selling of steel products in
South Africa and abroad? (Rank from 1to 5, 1 being the highest cost) - Steel cost

1105

31

Which of the following contributes the highest costin the manufacturing and selling of steel products in
South Africa and abroad? (Rank from 1 to 5, 1 being the highest cost) - Labour

1t05

32

Which of the following contributes the highest costin the manufacturing and selling of steel products in
South Africa and abroad? (Rank from 1to 5, 1 being the highest cost) - Electricity

1t05

33

Which of the following contributes the highest costin the manufacturing and selling of steel products in
South Africa and abroad? (Rank from 1to 5, 1 being the highest cost) - Logistics cost

1105

34

Which of the following contributes the highest costin the manufacturing and selling of steel products in
South Africa and abroad? (Rank from 1 to 5, 1 being the highest cost) - Other

1t05

35

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 = notan issue. If the statementis nottrue, please indicate so in your
comments) - SA products are expensive

1t0 7

36

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 =notan issue. If the statementis nottrue, please indicate so in your
comments) - Costto transport products to China

1to 7

37

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 =notan issue. If the statementis not true, please indicate so in your
comments) - Lack of capacity in SA

1t0 7

38

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 =notan issue. If the statementis nottrue, please indicate so in your
comments) - Cannot make the same products

1to 7

39

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 = notan issue. If the statementis nottrue, please indicate so in your
comments) - Importduties into China are high

1t0 7

03

Whatcan be done to reduce the cost contributing to the uncompetitiveness of your company's
products? - Open-Ended Response

40

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 =notan issue. If the statementis not true, please indicate so in your
comments) - Access into China's marketis difficult

1t0 7

41

What are the issues preventing SA from exporting more steel products into China? (Rank from 1to 7, 1
being significantissue and #7 = notan issue. If the statementis not true, please indicate so in your
comments) - Other

1t0 7

04

In general, what are the challenges SA companies face when selling steel products in China? - Open-
Ended Response

42

South Africa's manufactured steel products can compete with China's products if they are sold in
China or any export market

1t05

05

Whatneeds be done to improve sales oraccess of South African manufactured steel products into
China's market? - Open-Ended Response

43

SA governmentdoes assistin obtaining access for SA’s steel products into China?

1t05

06

How does government currently assistin resolving the challenges with access to export markets and
competitiveness of SA's steel industry? (If you disagree with the statement, please indicate so in your
comments) - Open-Ended Response

o7

How can SA governmentintervene to assistthe SA's steel industry in general (if possible, also please
listthe policy interventions required)? - Open-Ended Response

44

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Protection from imports

1t0 10

45

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Subsidies to local manufacturers

1t0 10

46

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Strengthening the local procurement
policy to supportlocal producers

1t0 10

47

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Reducing electricity prices

1to 10

48

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Free trade agreement with potential
export markets

1t0 10

49

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Improvement to rail transportation

1to 10

50

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Increased efficiency in SA ports

1t0 10

51

Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to0 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Reducing portcharges for exports

1to 10
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Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1=Do notbelieve or 10 = Strongly believe will assist). - Steel at subsidized prices/ cheaper

52 steel to downstream beneficiators 1t0 10
Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1t0 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Interest free loans/ cheaper financing
53 for new investments 1t0 10
Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
54 1to 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Access to export markets 1t0 10
Which of the following do you believe will assistin growing the local steel industry in S.A the most (rate
1to 10, 1 =Do notbelieve or 10 = Strongly believe will assist). - Regulation to scrap metal to prevent
55 exporting 1t0 10
Whatis itthat Chinese governmentis doing to help their manufacturers compete better, thatour
08 governmentis notdoing? - Open-Ended Response
Where is SA governmentfailing in terms of assistance expected to grow the steel industry? (If
governmentis notfailing as per this statement, please indicate so in your comments) - Open-Ended
09 Response
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of government policies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
56 strong effect/ strongly agree) - Lack of systems to monitor the implementation (checks/ audits) 1t0 10
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of government policies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
57 strong effect/ strongly agree) - Inefficiencies atborders (poor border control) 1t0 10
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of government policies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
58 strong effect/ strongly agree) - Too many entry points (borders) into SA 1t0 10
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of government policies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
59 strong effect/ strongly agree) - Currentagreements with Trading partnering countries 1t0 10
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of government policies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
60 strong effect/ strongly agree) - Lack of capacity in government 1t0 10
Kindly rate the following below based on which has the greatestimpactorinfluence on the
effectiveness of governmentpolicies. (Rate 1to 10 - 1 being no effect/ strongly disagree, 10 being
61 strong effect/ strongly agree) - Corruption 1t0 10
Counterfeit products also play a major role in the decline of production in the steel industry in South
62 Africa 1t0 5
63 Chinese companies apply fairand legal business practices to compete with SA manufacturers 1t05
64 Chinese companies are dumping their products into South Africa 1t05
0o10 Have you oryour company had an experience of companies thatare dumping their products in SA? [Yes/ No
O11 Whose responsibility is it to investigate whether products are being dumped or not? 3 options
Companies normally approach governmentto assistin overcoming challenges they are facing in the
65 industry? 1t05
Have you or yourcompany engaged governmentin the last5 years about assistance of some sorts
012 to your company orindustry? Yes/ No
If answered yes above, the results of the engagement with governmenton your query(ies) were
66 positive 1105
Itis importantto engage governmentfrom time to time to assist where possible with matters related to
67 the steel industry 1105
The proposed changes to policies you have listed above can be made withoutchallenges by WTO,
68 BRICS or China? 1t0 5
What are the challenges in implementing or introducing new policies that would help steel industry
O12R grow in SA. - Open-Ended Response
69 If China was not in the picture, would your company do better than the current status quo? Yes/ No
70 The questions in this survey are clear and easy to understand 1t05
Canyou please provide 2 companies/ participants within the steel industry that you would recommend
to participate in this study (Please provide Name of company, contact person(s), email address and
013 telephone numbers - Open-Ended Response
O14 Idon't mind being contacted for a telephonic or face to face interview?
Questions intended for Steel Industry Associations
Describe the type of companies associated with your institution (products, number of companies) -
015 Open-Ended Response
There is a decline in steel manufacturing (steel manufactured products) in SA due to increased
71 imports 1t05
72 Steel manufacturing companies in SA are not sufficiently protected againstimports 1105
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73 China is rated amongst the highest countries exporting the most steel related products into SA 1t0 5
74 Governmentis doing enough to assist the steel industry grow in SA 1to 5
Whatelse can governmentdo to assistin growing the steel industry in the country? - Open-Ended
016 Response
017 What are the main challenges for the steel industry in SA? - Open-Ended Response
018 How can these challenges be overcome or addressed? - Open-Ended Response
Is there a relationship between the current performance of the steel industry in South Africa and the
increase inimports of steel related products into the country? (please elaborate) - Open-Ended
75 Response
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
76 Protection from imports 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
77 Subsidies to local manufacturers 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
78 Strengthening the local procurement policy to supportlocal producers 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
79 Reducing electricity prices 1to0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
80 Free trade agreement with potential export markets 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
81 Improvementto rail transportation 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
82 Increased efficiency in SA ports 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
83 Reducing port charges to promote exports 1to0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
84 Steel at subsidized prices/ cheaper steel to downstream beneficiators 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
85 Interest free loans/ cheaper financing for new investments 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
86 Access to export markets 1t0 10
Improvements to the following will help the steel industry grow in South Africa (rate impactfrom 1-10) -
87 Regulation to scrap metal to prevent exporting of scrap metal, but supply to locals 1t0 10
88 Currentgovernment policies do not support growth in the steel industry
The main reasons for policy failures in the steel industry is because they are notimplemented
89 properly (if not true please indicate so in the comments box)
90 Government policies need to be modified to assist the steel industry grow 1to 5
91 Government is effective in addressing the issues faced by the steel industry 1to5
Do the issues or challenges in the steel industry require governmentintervention, or can they be
resolved by companies themselves without government's assistance? (Please elaborate) - Open-
019 Ended Response
Whatwould be the main reasons for China's dominance in the steel industry over South Africa? (if you
020 do not agree with this statement, please indicate so in comments) - Open-Ended Response
92 There are claims thataccess to exports markets for SA's steel industry is limited, do you agree? 1to5
021 Whatcould be done to address the challenges in the steel industry - Open-Ended Response
022 Would you like to be contacted fora telephonic orface to face interview?
Questions intended for the DTI
Why is China dominant with exports to South Africa as opposed to the other way round? (If you do not
023 agree with this statement, please indicate so in comments) - Open-Ended Response
China supports their manufacturers extensively through various methods to help them become
93 competitive. 1t0 5
94 In your own opinion: Are China's policies towards manufacturing and industrialization sustainable? yes/no
There are allegations that China does not follow the normal rade system and that the Chinese
government support of the trade system pursued is notin line with WTO agreements. Do you agree
95 with this statement? 1to 5
One ofthe main reasons for the decline of manufacturing of steel or steel related products in South
96 Africa is thatimports have increased and displaced some of the manufacturers 1t0 5
Whatwould be the main reasons why manufacturing of steel products is declining in South Africa? (if
024 you do notagree with this statement, please indicate so in comments) - Open-Ended Response
Ifimports can be reduced, itwill give the local manufacturers a chance to stabilize and be able to
97 compete - Comments 1t0 5
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Policies implemented by the DT| have contributed positively towards growing the steel industry in

98 South Africa 1t0 5
Are there other measures thatthe DT|or government could do to assistthe steel industry in SA?
025 (Please elaborate) - Open-Ended Response
Whathas government done so far with regards to the high prices of steel for local(downstream)
026 manufacturers? - Open-Ended Response
Canyou please provide your views on the portcharges for exports and theirimpacton the steel
industry? (Claims are that they are high and thatthey contribute to the uncompetitiveness of SA's local
027 manufacturers in the export market) - Open-Ended Response
Canyou please give your views on the transport costs of steel in the country and theirimpacton the
steel industry (claims are thatthe transportation costs of steel within the country is very high, and that
028 an efficientrail system will be better) - Open-Ended Response
Why can'timporttariffs on steel related products be increased to the WTO bound rates? (if not true
029 please indicate so in comments) - Open-Ended Response
Why is China charging most of South African manufactured products heavy import duties when
exported to China than what South Africa would charge China's imports? (If nottrue please indicate so
030 in comments) - Open-Ended Response
Whatare some of the currentagreements between SA and China, thatare aimed athelping SA's steel
031 Industry grow. (If none, please indicate so in comments) - Open-Ended Response
How many jobs have been created or saved in the steel industry, due to some of the recent
032 implementation of policies in the steel industry? - Open-Ended Response
Is itpossible to negotiate for changes to some of the agreements concluded atthe last Doha Round
with WTO (this will be in order to implement policies that would grow the steel industry, and scrap
033 those that are adding to the disadvantages in this industry)? - Open-Ended Response
99 There is a need to amend some of the policies related to the steel industry to help the industry grow  [1t0 5
How easy is itto change policies thatwould support the steel industry in SA? - Open-Ended
034 Response
What are the currentgovernmentintentions or initiatives aimed at growing the steel industry and
035 improving beneficiation of steel in SA - Open-Ended Response
Is there some evidence to show that the currentinterventions by government have assisted the steel
industry since implementation (e.g. employment, demand of steel, and imports of the same products -
036 before and after) - Open-Ended Response
037 What are the challenges hampering the growth of steel industry in SA? - Open-Ended Response
038 How can these challenges be addressed? - Open-Ended Response 1t0 5
Itis easy or possible thata differentagreementbetween China and SA, than the existing one can be
100 concluded, which would see SA growing the steel industry
Repeated questions
13R Consumers buy imported steel products more than locally manufactured products 1t0 5
14R There is a decrease inlocal production and increase in imports? 1t0 5
15R Many jobs are lostin South Africa due to anincrease in imports 1to 5
16R Many factories have closed down in the South Africa due to anincrease inimports into the country 1t0 5
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Appendix D — Code Book

Code book

Selection/ response Question Code
Data set 1
Strongly Disagree = 2 1
Disagree 52 2
Neither Agree nor Disagree é § 3
Agree =) 4
Strongly Agree 5
Data set 2 s =

28 5
0-15% =R 1
15% - 30% 288 2
30% - 50% g 3
More than 50% = 4
Data set 3 5
Less than 20 tons 3 g § 1
Between 20 and 100 tons z2 = 2
Between 100 and 500 tons % S s 3
Between 500 and 1000 tons C:sy E 2 4
Over 1000 tons iz 5
Data set 3 o B

o >

0 to 50 employees 5 %JL o = 1
50 to 200 employees Jé S E E 2
200 to 500 employees 2 = g« S 3
More than 500 employees o 4
Data set 4
Just stable/ no change 3 5 g 1
Minimal impact/ less than 10% of the market lost to imports 528 2
Somewhat average/ between 10% and 20% business lost to imports| & E 2 3
Slowly overtaking my company/ between 20% and 40% E £-° 4
Taking over the market/ over 40% lost to imports 5

Scale adjustment

Scale/ rating of 1to 10

Adjusted to 1to 5by dividing the answer by 2 and rounding

the number up

Ranking 1to 6

Adjusted by subtracting the answer from 6

Adjustment

e.g. answer of one (1)

==l '=6

If answer is 6 (six) then

=6-6=0then '=1
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Appendix E - Interview Questions

Respondents

Question #

Questions

DTI/ government

1.

Why is China dominant with exports to South Africa as
opposed to the other way round? (If you do not agree with
this statement, please indicate so in comments)

Do you believe China’s support to their manufacturers is
better than our current support in SA? How?

Can we copy what China and India are doing towards
assisting the steel industry? What needs to be copied?

Do imports in SA have an impact in manufacturing of steel
products in the country?

What do you believe are the problems facing the
manufacturing of steel products in SA? How do we fix
those?

Do you believe policies implemented by the DTI/
government have contributed positively towards growing the
steel industry in South Africa?

Are there plans in place currently being reviewed to help
with stimulating growth in SA? Can you please list?

Why can't import tariffs on steel related products be
increased to the WTO bound rates? (if not true please
indicate so in comments)

Why is China charging most of South African manufactured
products heavy import duties when exported to China than
what South Africa would charge China's imports?

10.

Will increasing protection against imports help? How can it
be done better?

11.

Are changes to any policies restricted by current agreements
with any trading partners? Which countries and which
policies?

12.

How easy is it to change policies that would support the steel
industry in SA? What are the challenges in amending?

13.

How is the relationship with manufacturing companies?
How do you engage?

Steel
manufacturing
Companies

What are the issues and challenges restricting the steel
industry from growing

Is there a potential for the steel industry to grow?

How do we fix the problems that we currently have in the
steel industry?

Is steel price an issue for downstream manufacturers?

Are imports of steel products a problem to SA
manufacturers?
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Must we stop imports of steel products from coming into
SA?

Can we compete with China and other countries in terms of
steel manufactured products in SA?

If we cannot compete, what are the reasons?

Do you believe China is doing everything by the books?

What can we copy from China and India for us to excel?

Does our government help in any form in the steel industry
for growth, and how?

In your opinion, if you agree, where is our government
failing in terms of helping the steel industry?

What more can the government do to assist the steel
industry? Your expectations

Is it easy to access the export market? What are the barriers?

Industry
Associations

What is causing a decline in the steel industry?
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Appendix F: Summary of interview questions

[

Summary of responses from Interview questions

13 interviews all in all. (0 from DTI, 2 from Associations and 11 from manufacturers).

What are the issues and challenges restricting the steel industry from growing

Structural issues - electricity, rail network, access to export markets (only large
companies can afford to market their products overseas). Raw materials and all inputs
expensive. Steel price is high to down stream. Labour issues/ unrest. Cheap imports +
lllegal imports - cannot compete with them. Cost to produce in SA. Little protection
from imports. Labour Cost in SA not a major issue, since comparable to other
countries, except China and India (+ other low cost countries). Some raw materials
attracts high tariffs than finished products. Logistics costs is high in SA but not a major
issue

N

Is there a potential for the steel industry to grow?

Yes there is a market for steel, if issues listed above are resolved, customers will stop
importing and buy from local. Replacement of imports by local products will create
demand for locals

w

How do we fix the problems that we currently have in the steel industry?

State owned mills, increase tariffs, more support to industry by government
(incentives/ export rebates, etc.)

B

Is steel price an issue for downstream manufacturers?

Steel is expensive for down stream, but not a big issue for motor industry as they don't
complain about price but quality. Steel is regarded as the biggest part of production
cost and if expensive, manufacturers cannot be competitive

(5]

Are imports of steel products a problem to SA manufacturers?

Mixed feelings, imports bring competition, but must be fair. If imports are high, jobs
are lost in SA and affects economy

(o2}

Must we stop imports of steel products from coming into SA?

Some say cheap imports must be stopped. Some imports cannot be made locally

~

Can we compete with China and other countries in terms of steel manufactured
products in SA?

Cannot compete with China due to their advantages given by government assistance,
cheap labour and efficient manufacturing processes, plus their economy of scale gives
them advantage over SA. The problem is at downstream mostly and not really steel
making

[}

If we cannot compete, what are the reasons?

Pricing. China does a lot more to help their industry compared to SA

©

Do you believe China is doing everything by the books?

Yes and no. Some agree that China does everything by the book while some are saying
they do cheat and not following normal standards.

10

What can we copy from China and India for us to excel?

Some of the policies can be copied. Same methodology to protect local industry and
promote exports

11

Does our government help in any form in the steel industry for growth, and how?

Rand dollar exchange helps with exports and restricts imports if Rand is weaker. They
are focused on many things and do not achieve much. MIDP in motor industry creates
steady demand of steel from motor industry and jobs created at components producers
due to localization policy. Some encouragement to buy local products from
government. Mixed reaction - some say government is helping while majority say they
are not

1

N

In your opinion, if you agree, where is our government failing in terms of helping the
steel industry?

Some believe government is doing a lot, while some say they can't see how
|government helps. Long process required to pass policies

13

What more can the government do to assist the steel industry? Your expectations

Export taxes on raw materials (Iron ore, chrome, scrap metal), Backward integration
and state to own some of the strategic resources. Discount on ore to all steel
producers. SA to produce their own coke and not import. Increase tariffs or duties on
imports to WTO bound rates. Assist steel producers to be competitive - electricity
price reduction, iron ore, subsidies. incentives on all exports of finished products.
Incentives for companies promoting local procurement/ content - must have a
threshold to pay incentives.

14

Is it easy to access the export market? What are the barriers?

Export market is accessible, but not really easy. Pricing is an issue, plus barriers in
some markets (tariffs and discrimination from other countries even though not
written). Will only succeed if you have good contacts in overseas markets

15

General comments

The problem is not only China, but there are more other countries exporting to SA at
cheaper prices than SA. Government does not work together with industry, hence they
don't understand all the challenges facing the industry
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Appendix G: Summary of comments from survey

Summary of views expressed in comments and Open ended Questions
1 |Research Objective Confirm the impact of the increased Chinese imports of steel products on the Steel production in South Africa.
# Investigative questlon (_s) -Data/ | Construct/ Yanable(s) Question(s) Summary of Comments Summary
Information Required required
. R R 4 outof 9 said their production hasn't changed, meaning they are stable, 1
1. Confirmif productlon of steel in outof 9 said they have picked up production/ grown and 4 out 9 said they
11 the country has declined or current Current state of 5,7,8,71, |have declined. 3 said the decline is due to competition from China, while the
"“[status of companies in the steel production of steel in SA|14R 1said itis due to general economic conditions, and the restsaid itis due to [9 comments from question 5, 8
industry cheap imports. Out of 27 comments, 18 confirms production in general has |from Q7, 4 from Q8, 3 from Q71,0
dropped and these are downstream organizations from Q14R
General -impactis negative orloss of business, move is towards importing
6,9,20,72, than manufacturing due to local high prices. 1 mentioned "Projectimports
2. Confirm impact of imports on Opinion on impact of 75, 97, 13R, |are allowed into RSA withoutimport duties being levied". 2 says there is 9 comments from question 6, 13
12 local manufacturing of steel imports 15R, 16R, |[litle supportfrom govemment. Commentfrom 4 : Labour unrestpushes the |from QS, 2 from Q72, 6 from Q75. 2|
14R move to China. DTI+ 2: China manipulates system. DTI: Currentlocal from Q92, 0 from Q20, Q13R,15R
producers are making money as they are priced higher than imports & 16R
h £ Ch There were no comments from question 2, 3 and 4, and 6 comments from
3. Is the impact of Chinaona . . question 6. To answer the question whether the impact of China is
1.3|company dependent on the size of the Stze of companies most 2,3,4,6, dependenton the size ofthe company, statistical analysis can be used. No
company? affected conclusive statementabout this question can be deducted from comments |0 Comments from question 2,0
provided. from Q3, 0 from Q4, 6 from Q6
4. WhIC_h I_evel Or_Stage of steel 4 respondents feel the mosthard hitare the final processors of steel, while 2
1.4value chain is most 'mpaCtEd by Level most affected 1,10 feel all levels are affected, the lasttwo are not sure. Statistical analysis can |8 comments from question 10
competition from China? give much clearer results in this case and 0 from question 1
All respondents indicated thatif China was notin the picture, they could
. o 69, 71, 73, |easily grow their business by a bigger margin. 3 indicated that China is not |2 comments on Q69,and 3
15(5. IsChinaa pmblem' 97 the only problem but, there are many other countries exporting cheap comments from question 73,4
products into South Africa. comments from Q97
L Investigate the reasons why China is dominant compared to South Africa with regards to: 1. steel exports to South Africa rather than
2 |Research Objective .
the other way round, 2. In African markets
# Investigative questlon (_s) - Data/ | Construct/ \_/arlable(s) No. of Summary of Comments Summary
Information Required required questions
Comments from 38 is that Chinese products are cheaper than SA, that is
. - . - No comments from Q11, Q12,
11,12,13,14, |why they are dominant. 5 indicated China's manufacturers are subsidised, Q13, 14, Q15 QlGQQ17Q
. 15,16,17,18, |2 indicated China is more efficient, and not unionized. 3 Comments o . . .
1. Reason for China’s . L . . . 1Q18, Q19, Q26, Q27, Q28,
. - . L . 19, 26, 27, |depicts that China is more protected than South Africa. 3 indicated China
2.1 dominance in South Africa and |Why China is dominant . . ) Q29, 13 Comments from 020,
28, 29, 020, |uses unfair trade, and that it is difficult to compete with such a country as
everywhere-else N L . . ; . |4 Comments from 023 and 4
023, 030, [such. Comment from 1 is that China is growing their economy while SA is from Q93. 34 Comments from
93,01 fighting for survival. 1 mentioned the agreement between SA and China is Qo1 '
the cause
No comments from Q21, Q22,
2. Reason for decline or Poor] . ) 21, 22,23, 2 Comment is that the blame should be put on AMSA for high pricing, 1 Q23, Q24 & Q25. 4 Comments
. . Why steel is not growing|24, 25, 17, |. . . . g from QO24, 4 repeated
2.2 growth of business in South indicated growth is not in local market but mainly export, 1 indicated the
. as expected 024, 037, > . - comments on QO37, 4
African Market reason being low investment within SA
92, 96 Comments for Q92, 2
Comments from Q96
3. Reasons South Africa ) ) . 35,36, 37, 26 Commented t_hat South African products z_alre far expel_15|\_/e as ) No comments from Q35, Q36,
cannot sell equal or more Difficulty in selling SA compared to China. 4 - There are trade barriers/ protectionism to get into
2.3 L . L 38, 39, 40, . e . R Q37, Q38, Q39, Q40 and
quantities of steel products in |products in China China, and the rest indicated that China can support itself and does not
. 41,04 X N N N . Q41. 33 Comments from O4
China need imports from South Africa, as such applies unfair trade barriers.
4 disagree that SA can compete, mainly due to the reason that Chinese
24 4. Comparison of China and |Can SA compete with 2 products are cheaper, 3 are not sure because South Africa produces 10 comments
’ SA China? products of better quality than China, but are expensive. 3 agree only on
the basis of better quality from South Africa
Steel price as an input and electricity represents most views on what
_p p ity rep No comments from Q30, Q31,
contributes to the highest costs. 13 also added labour cost. Only 3
. . - _130,31,32, | . . . . . Q32, Q33 and Q34, 53
25 5. Why is SA expensive and |What contributes to high 33 34 02 indicated that cost is not the biggest issue. 1 indicated port charges are Comments from 02, 4
: why they cannot compete cost 77 " |high, 1 that they are in a process of being reduced, was also done in the .
027,028 . . . ... |Comments from DTI on Q027
recent past. Transport by road is more expensive and will be better if rail
5 " and Q028
system is used according to DTI
Majority (50) suggested efforts to be invested on reducing steel price
(government to scrap IPP pricing method), subsidize electricity for steel
03, 05, makers. 6 suggested labour laws to be changed to productivity based
6. Suggestions for - 018, 021, [remuneration. 14 suggested government to buy steel'mlll_s and sell stegl at 61 Comments from QO3, QO5,
. Opinion on what to 038, cost to local and profit on export. 8 - Improve efficiencies at steel mills,
2.6 improvements for SA to . N . . L 13 from Q018, Q021, 0 from
compete with China improve 76,77,78,79, investment and technology improvements required. 19 - Incentivize Q76 up to Q87
80,81,82,83, [manufacturing and exports, and restrict cheap imports, Negotiate with
84,85,86 87 [China for ease of exports and for them to stop subsidizing their products.
Collaboration between government and Industry. Government to increase
efforts to grow export market
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3|Research Objective Inv_e§tigate if government policies play a role in helping China dominate over South Africa. (The effect of SA policies vs. China
policies)
# Investigative questlon (§) - Data/ | Construct/ Yanable(s) No. o.f ST O G Sty
Information Required required questions
40 suggest China subsidizes their manufacturers, protects industry against
. . imports, and that most companies are state own, therefore supplying steel
1. Howdoes China help their . .
3.1 manufacturers P Effect of China’s policies| O8 to downstream at cost. 7 - Cheap labour assists China. 25- Export
rebates. 6- Heavy duties on exports of raw goods. 3 - availability of
scrap metal at low costs
56 Comments from Q08
China policies are currently helping their economy, and they will still be
able to carry them for the next 20 years. Yes they won't last for ever as
Are China’s policies the support from government is slowly being reduced, and their
3.2 - 94 - . A
sustainable competitive advantage through labour is beginning to fade away due to
double digit wage increases annually. By then, they would have found a
way to compete better. 4 Comments from DT
) SA Government Most (53? are not aware ofany asmstzimce prgwded by governrr)ent.
23 2. Government assistance assistance to trade with 43, 06 Some indicate the evidence of any assistance is not seen. 11 indicated
’ (SA) to trade with China China T there are many programs developed by DTI to assist, and the problem is
that local producers do not take up those opportunities. 17 Comments fromQ43, 64
Comments from QO6
2 indicated that SA policies do assist industry, but more work is still
required. AMSA is a challenge to manage. 2 indicated a lot of programs
56, 57, 58, . > . Ny
59. 60, 61 have been installed to deal with issues of high steel prices and that
34 3. SA Government Role of SA 98’ 02'5 " |includes promoting development of new steel mills to compete with
’ intervention government’s policies 02’6 O’o:l AMSA, 1 is not sure of what has been done on the steel price issue,
'~ |while 1 says nothing has been done. 4 Indicated there no agreements in N0 comments from Q56 up to
035, 036 . Q61.4 Comments from DT1on
place between China and SA to help SA steel. All 4 agree that measures Q98. Q025 QO31. QO35 and
implemented have not shown fruits yet (too early to measure) Q036 '
38 - Subsidies and/ or incentives to manufacturers, 40 - steel price
44, 45, 46, |reduction, 23 - improving on communication to industry, 12 taking over
. S 47,48, 49, |AMSA or have state owned steel mill, 39 - Stop Chinese imports, 9 -
4. Suggestions for What companies think . P X N
3.5 - 99 - P 50, 51, 52, |taxes/ duties on exports of raw ore, 21 - increase import duties on
improvements on policies can be done 5
53,54, 55, |finished products, 8 - taxes on scrap metal exports, 6- open up export | comments from question 44 up
07,018 market more, 2 - Allow industry to run itself with less government to Q55,64 Comments on Q07, 13
intervention comments from Q017
5 Pe rcept|_0n of SA \What comparnies believe |74, 88, 90, 5 -Very little ass_ls_tance, 3- mixed feeling, 2 - government ha:<; little
3.6 government in terms of B powers on steel pricing hence manufacturers charge what they like. DTI fr
o . government is doing 032 e U 8 comments from Q74,5
assisting steel industry cannot quantify jobs created by policies implemented, comments from Q88, 2 comments
from Q90,4 Comments on Q032
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4|Research Objective Investigate the cause of failure of government policies in South Africa
# Investigative questlon (§) -Data/ | Construct/ Yanable(s) No. of Summary of Comments Summary
Information Required required questions
23 - (Corruption) [more support for China, China opens new companies
in SA every year, contracts given to overseas friends, government
bypassing their own policies and imports instead of supporting local], 18-
Less involvement by government, 9 -Steel industry not their priority (No
commitment), 16 - lack of implementation (too much talking and less
Causes as per action), 7 - No communication to Industry - less consultation (not
41 1. Causes of failures of o anics’p ercention 09, 89, working with industry), 4 - scared to tackle labour issues or change
) policies ofgfi’lures ofp olicﬁes O12R labour laws, 3 - weak regulations on imports - lack of controls, 6 -
P structural impediments (lack of adequate infrastructure - rail, energy). 15 -
It takes long to implement policies - when implemented, many companies
are already closed, 10 - lack of capacity and continuity within
government. 5- Lack of understanding of issues by government. 3 - 64 Comments on Q09, 1
current agreements with China and other countries. 2 - shortage of skills |Commenton Q89, 64 Comments
within government from QO12R
- . Does illegal trade . . Lo .
2. Possibility of illegal trade inﬂuenceglhe effective 30 Agree that illegal imports have negative impact on SA business and
4.2 as a reason for SA policy . . 62 that accounts to about 30% of total business. Government fails to control |33 Comments on Q62
. implementation of . .
failure . illegal imports. 3 - no effect
policies?
43 Is China trading fairly 63, 64,95, |7 Confers China d;)esf use |Ileg|:;1I me:]hod§ to grow their economy, 4 - not 11 Comments on Q83,7
010 all of them follow the fair trade system, comments on Q64
a4 Is there dumping of 64 Not all companies from China dump their products, however some of
) products them do 7 Comments on Q64
Understanding of
" N 9 8 say government should take care of all factors out of control of
3. Understanding of companies and what .
4.5 R ) 011,019 |companies, 6 say both must work together, 2 Say government must
responsibilities they believe who must R . g
do what create an environment that allows industry to run itself 4 Comments from QO11, 13
comments from Q019
] Do cormanies and 13 say people lost _hope and trust in governrrv_ent, ﬂ_they do approach
4. Collaboration between government, there is no guarantee that a solution will be obtained. 3 say
4.6 . government work 65, 012, 66 5 L By
companies and government companies should work through associations, Few companies engage 18 comments from Q65, 13 from
together? . p
government on their issues. QO12,4 Comments on Q66
Majority agree that government should be engaged, since they have
Do companies believe in powers and can influence the necessary changes. 4 indicated government
4.7 67,91 : X L
government is not doing what they are suppose to do, and are failing to address the 1 commentfrom Q67,4
real issues comments on Q91
5|Research Objective Establish whether government policies can be modified and accepted by the relevant bodies which include WTO, BRICS and China
Investigative question (s) - Data/ | Construct/ variable(s) [No. of
# 9 q (. ) . © . Summary of Comments Summary
Information Required required questions
6 - There will be challenges, we have to learn to ignore those so we can
protect and grow our industry. Many countries break these rules, and
nothing much gets done to stop that (We might not publish exactly what
5.1 Can these changes be made without 68, 100, we do). 5 Not sure if the changes will be challenged by WTO ..., 10 say
"“|challenges by WTO, BRICS or China? 033,034 [there will be challenges from WTO, and others, 4 says it is not easy to
change policies as they don't always favour everyone. Consultations have |15 comments from Q68, 4
- N N comments from DTIQ100, 4
to be thorough, takes up to 2 years. We have to live with mistake made P N
3 _ omments from question 033
at Doha agreement or ignore this agreements as they are voluntary and 034
It is not true that tariffs cannot be increased to the bound rate. If the local
52 Why policies are not 029 manufacturers can prove to ITAC that they are suffering some of damage
’ amended as a result of the tariffs not being bound, they would investigate and if
warranted migrate the tariffs to an appropriate rate.
4 Comments on Q029
5.3 Need to change policies |99 Changes are required, they are slowly being changed 3 comments from Q99 (DTI)
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Appendix H—- Comparison of different groups

Comparisons b DTI, A and Manuf:
Rese Obje 0 pa 0 e eased 00 0 prod 0 e eel prod 0 0 A
# YT c!uestlon (.s) =[Oy . OO . |Manufacturers Associations DTI
Information Required variable(s) required
1. irmi i
(?onﬂrm if production of Current state of
steel in the country has declined y .
1.1] .. |production of steel in
or current status of companies in I
the steel industry Downstream manufacturers more affected |Production of steel in general has declined |For steel manufacturers they do sell
than the upstream companies and imports have increased everything the produce
2. Confirm impact of imports  |Opinion on impact of [Imports destroying manufacturing within Agree W'Fh a}statement that |rmo|1§ have | Dont ag_r ee thatimports have got impact
1.2 . . - got negative impact on manufacturing on steel industry. Local manufacturers
on local manufacturing of steel  |imports South Africa .
locally enjoy monopoly
3. Is the impact of China ona Size of companies
1.3|company dependent on the size P Mostly small companies
most affected
of the company?
\ Whlc.h I_e vel or_stage of steel 4th stage/ level which is the downstream
1.4]value chain is most impacted by |Level most affected
" . manufacturers
competition from China?
Agree that China is a problem even though
1.5|5. Is China a problem? there are some countries who are also
fighting for the same pie within SA Mostagree, butitis notonly China thatis a |3 Disagree, while only 1 agrees that China
problem is a problem
0a ons 0(0} omp ato 0 £y gara 0 expo 0 0 7y
o Obie
0] 0 d A
Investigative question (s) - Data/ Construct/ o
# gative guesti (. ) . . |[Manufacturers Associations DTI
Information Required variable(s) required
1. Reason for China’s Why China is China's products are cheaper due to help [Cheap products achieved through China is supporting their economy to
21 dominance in South Africal dominant from government, and advantage of cheap [subsidies, cheaper electricity, high achieve growth, while South Africa is
and everywhere-else labour efficiency and cheap labour striving to survive
The blame is on AMSA with high steel
2. Reason for decline o . . . . |High steel pricing and low demand for pricing (IPP). This affects the downstream
. Why steel is not It is expensive to manufacture products in X .
2.2 Poor-growth of business rowing as exnected |SA. hence they cannot comnete products. China preferred as compared to [heavily. Imports of steel by government
in South African Market | gasexp ' y P local products departments and removal of duties, is to
“teach AMSA a lesson".
3. Reasons South Cannot compete with China and trade
23 Africa cannot sell equal or|Difficulty in selling SA |barriers in China. China buys more raw South African products are expensive A
' more quantities of steel  [products in China materials than they would import finished compared to Chinese
products in China products
4. Comparison of China [Can SA compete with |SA cannot compete with China in both | Cannot compete on export markets. China SA can cormpete W'th China within .SA'
24 and SA China? local market and export market is cheaper There is no way China can land steel in SA
' P P cheaper than local manufacturers
5. Why is SA expensive .
2.5 and why they cannot \r?lf;]a;g;nmbutes o Steel price and electricity Steel price and electricity -
compete 9
§ tions f - R teel pri idi tricity | R teel pri idi trici - .
§ Suggestions for Opinion on what to educe steel price and subsidize electricity | Reduce steel price and subsidize electricity Improve aging infastructure at steel mill
2.6) improvements for SA to imorove to get steel cheaper for downstream. to get steel cheaper for downstream. 0 be efficient
compete with China P Heavy protection against imports Heavy protection against imports
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a Obje e
Investigative question (s) - Data/
Information Required

e —
Construct/
variable(s) required

Manufacturers

Associations

DTI

Suggest China subsidizes their
manufacturers, protects industry against

Suggest China subsidizes their
manufacturers, protects industry against

Subsidies along the value chain, subsidised
\wages, inputs like power water and export

1. Howdoes China help |Effect of China’s . . . . incentives and no environmental costs.
3.1 . . imports, and that most companies are state |imports, and that most companies are state| _ " .
their manufacturers policies . . China does not play by the rules - their
own, therefore supplying steel to own, therefore supplying steel to . L "
intention is to destroy competition, then
downstream at cost downstream at cost . .
increase prices afterwards
Are China® lici They will help them for the next 20 years,
r 8 s
3.2] susetaina'::?e SPOICIES Iseenasa way to go Seen as a way to go by then they would have found better ways
to compete
Cannot see any assistance from
2. G nt SAG nt -
. ovemnme . overnme government - Government does not y . No clear stand on whether policies do help
3.3 assistance (SA) to trade |assistance to trade N y Very little assistance
5 . . . understand their challenges - especially at or not
with China with China
downstream level
3.4 3 SA Qovemment Role of SA B Rerr_\oval of tariffs on imports destroying They»dont contribute much to growth of Too early to measure according to DTI
intervention government’s policies |the industry steel industry
Subsidies and/ or incentives to - L .
manufacturers. steel price reduction steel price reduction, improving on
4. Suggestions for What companies think |. | ! p_ . - communication to industry, Stop Chinese |Improve aging infrastructure at steel mills
3.5 R . improving on communication to industry, |. . N
improvements on policies |can be done . imports, government to leave industry to  [to be efficient
taking over AMSA or have state owned run by itseff and stop interfering
steel mill, Stop Chinese imports 4 P 9
5. Perception of SA What companies
3.6] government in terms of  |believe government is |No assistance from government Very little assistance Cannot say

assisting steel industry

doing

esea Objective
Investigative question (s) - Data/
Information Required

Construct/
variable(s) required

Manufacturers

Associations

DTI

Causes as per

Corruption, Less involvement by
government, Steel industry not their priority|

Less involvement by government, Steel
industry not their priority, lack of
implementation, No communication to
Industry - less consultation (not working
with industry), scared to tackle labour
issues or change labour laws, weak

It takes long too implement policies due to
consultation required - when implemented,
many companies are already closed, lack

1. Causes of failures of o .|, lack of implementation, not working with . - of capacity and continuity within
4.1 - companies’ perception|’ . regulations on imports - lack of controls, .
policies - - industry, scared to tackle labour issues or . . government. current agreements with
of failures of policies N structural impediments (lack of adequate . S
change labour laws, weak regulations on | " China and other countries. Shortage of
N infrastructure - rail, energy). It takes long . L
imports - lack of controls . L . skills within government. Industry does not
to implement policies - when implemented, N
; \want to work with government (AMSA)
many companies are already closed, lack
of capacity and continuity within
government.
- . Does illegal trade . . . China has little regard for laws, hence they
2. Possibility of illegal influence the effective Agree that illegal Il“ﬂpOﬁS have negatlve_ can do what they like and no body does | Agrees with associations that China does
4.2 trade as a reason for SA |, . impact on SA business. Government fails ) N y s y
y h implementation of " . anything - in the mean time they are things illegally, but it helps them for now
policy failure . to control illegal imports. - .
policies? growing their economy
4.3 Is China trading fairly |No No No
\ "
4.4 s there dumping of Yes .
products -
nder: ing of .
3. Understanding of ;ni;:r:,iaer;daln%?/vhat Government should create an environment
4.5 . P, N that promotes business within SA and Agrees with manufacturers
responsibilities they believe who must exorts
do what o
4. Collaboration Do companies and
4.6 between companies and  |government work No No No
government together?
47 !Do companies believe No No
in government -
Research Objective ab ether go ent policies can be modified and accepted by the relevant bod de O, BR and a
Investigative question (s) - Data/ Construct/ Manufacturers Associations DTI

Information Required

variable(s) required

Can these changes be made without
challenges by WTO, BRICS or
China?

5.1

Yes they will be challenged and SA need
to disregard those regulatory bodies

Yes they will be challenged and SA need
to disregard those regulatory bodies

5.2

'Why policies are not
amended

No interest by government

Policies do not favour industry

ITAC does implement changes as
suggested by industry if justified

5.3

Need to change

Yes

policies

Yes

They are slowly been implemented
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Appendix | — Letter of Consent for Interviews

SCHHCHDL OFF M EBECH AR ICA e -..'
SJH AL B AERDPMALIT 5 : ‘
- IS
aier of Comsent

I, L4876 e b0 paThy pate Bthe BISC recearch extitle d
The Bepact of China onthe steel hdostryrweabie chain i Soxth Africs snd the Fole of gowe et
policiss, tobe wadertaken Iy Jacob Thoalare wder the aapervicion o Dr Booe Exearan, sl certifye
that Thewe recefred o coper of this letter of cosent.

Tadoorarladze thet the reseanch has beer explained to me axnd Drderstavd what it evdails | s £olloas;

1 Tagree to allowr w0 cess to e copmpearyy atud rrarof arbring facilities for the parpose o thic
research § thers is @ Tequirsserd for that.

2 There wrill be oxe or baro Ttervisas wtuch are e xpected o take no rmore fhar 30 mi each,
3 Thee Irderviers will be aodio taped | md tranesobe d for anabeei by fhe e archer. (agree !
disagres)

4. Thave the right to withdrosr nee asctarce from this project at o tive withod pere by, even
sfter signing the kther of consert

5 Thave the right to refiase to anomer one or ore of the questiore aribunt perathy s e
cordiore tobe o part of the shady.

LR Iy Tequest 2 Teport axrevary whichoaill comre ac aTemk of thic shidy.

T Tam vt Tely free to disoass isne s mdwill ot be e agrerge Coer ed rdo providigg
T arvvetiory that is oonf dertial of of 4 sensifre hatime.

3 Boepdorgerre wrill e nsed to corwe almy iderd iy and that of tree Corrpatne, o etip loge es 1
appliars andng oastoavers. The farrretion disclose d the Rtervismmrs willbe corfiderdial.

L Hpndin-tape 5 and travec ripts will e bept senms b stored dorives fhe e cearch and after the
research has heeth commplte 4

. This prajectwras approved by the Fuaoaky of Bz ering and the Built Ereer eavert of fhe
Thnkrersiny of the Wiberstersrand and fhe School of Blechardc 4], Bohostrial snd Setorattical
Fesearch Btkdcs Comrowitte o (ruoreiredical) of the Thuirers it

11. F Thane @y questions of concems dhonat nee 1 ights or eathert 40 4 participant, [ cordact
the Chadr of the School of Mechanic al, Buvdnstrial and Seroranatical Fe o aoch Erbics
Comrewitte s uremedical)at 011 717 7343 or by Bnmw stearsrodqirite ac @

Signed:

Hames:

Craestione com emdng the: stady canube dire cted to:
Jarob Thulare

Tel: #2711 841 37077083572 2536 and Errail: Jac obfhodlare @afroe 1ide . comm

Or Dr. B. B on

011 717 7343 and B exeeararod qisrits.ac 4.
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Appendix J — Information Participation Sheet

Diae : 28 My 2004

Dear Marager,

Tharls you for offaing o pekpate i the followap bderview, via your response 1o the Decat aavey
comp leted e arly & Dy

T am cumeridy soadying Misers i dusmiald Engmeering (M, hdusmial Engirueering) on pat-tirs at fhe
Ungrersity of the Wibmitermand, Shool of Meochanicdl, Bubostrial and feronwntical Exgieering, wnder i
aupervisim of Dr Brmo Boveen. My researchuile is: The imapact of China onofhe sbed indunbry vatue ¢hadn
in South Afic s and the Role of Goveonoend Policies,

B belied is that kuports maindy from Chine heve an effect on the decline of marorfacnring of steel and steel
relate d products o Sewth Africs, wnd thet governmend ¢an play arols i asskting this mdusmy grovr, [ would
gpecifically lke to understand whel Topact Eports heve on your ¢opatgy and howe goverranert has asssted
mindrismg this impect, ond ako yourviews onhow goverrererd canhelp in the funxe,

Twronald Lk o Sormma Ty froite you Lo part pate i this sudy, As o Dlaager s stee ] maroifa coring or steel
relate d products & South Africe your knovele dge and e sperienc ¢ vrould condribnte sgnificartle,

Brererieves willbe comducted betvween hene and faby 2014, Involkerert i the stady wronld exdadl @ face -to-face
of telephonde ftervieve with you, af e Moagr, & your coesndace, Dnrmg these Dtervievrs, il ask
sinilar questiore to the omes you bave enevered i the aorvey', and this willbe my order to obtai more in- depth
afforsmtion o patioala eoes of pderest. The Eterviews would be conducted at your place of prefera e or
COTUETEn &,

Parti pation in the study ¥ vohmiery, end you may withdraw o oty tiee . Anorgrnity (Te gurding compary”
rarve and ary ovmerhmr Zerfenployes nome ) and condidentialiny of Bformation provide d will be asnmed and
regpected, [would like to record the ptervews, o 1o lder troga e them, YVour consent at the thre of the
witerview will be re quested. B you do notwish the Bterviems 1o be recorde d this vwill be respe cted.

The results of the soudy will fomm pam of pey M5 dissetation report, and may also be reported @ academic
pipers and ot orderences. A oummmary of the resuks of the resowduwrillbe made availble o you onrequest,

Pleass cordact we o youhave wy questions re gading the re search and participation ke stady.
T ook §omvrard Lo bue aring froms you.
Vo Taifhdully

Lgp‘b

Thdmere iy of the Wineterarrd
Tk Songh Adricy

Pravae Bag 2, WITS 2050, Soxh, Srics
Tel (83572 2536 cr 011841 2007
Spawia: 011 TIT 7343
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