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Mr D Mitchell, Ms D Mogale, Mr E Roman, Ms E Graaf and Mr M Collins 

International Trade Administration Commission 

E:  dmitchell@itac.org.za; dmogale@itac.org.za; eroman@itac.org.za; egraaf@itac.org.za; 
mcollins@itac.org.za   

Good day 

COMMENTS ON THE PROPOSED AMENDMENTS TO THE EXPORT CONTROL GUIDELINES ON 
THE EXPORTATION OF FERROUS AND NON-FERROUS WASTE AND SCRAP METAL 

This submission is being made on behalf of the Metal Recyclers Association of South Africa (the MRA). 

We are not going to comment on every proposed change, but this should not be construed as 
agreement with the proposal.  

We need to place on record that we requested the following documents from ITAC on the day the 
gazette was published and to date have not received any of the requested documents. We reserve 
our right to update our response once we receive the requested information. 

1. Copies of the complete public file of the investigation which was carried out, resulting in the 
proposed amendments 

2. A copy of the report of the investigation carried out leading to this point. 

Given the seriousness of the proposed amendments, the MRA requests an oral hearing with the 
Commission before the decision is taken. The impact of these amendments on the recycling sector is 
so serious that we simply cannot afford there to be any confusion. We also believe it to be important 
for the Commission to hear directly from the recyclers before any decision is taken. 

Our comments are noted below. 

Kind regards 

 
 
 
Donald MacKay 
Director 

E :  donald@xa.co.za  

T  :  082 494 1019  
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Introduction 
There will be no downstream mini-mill or foundry industry if there is no scrap recycling 
sector. Here is why. 

The mini-mill and foundry value chain starts with the generation of scrap metal, which comes from 4 
main sources: 

1. State-owned enterprises (Transnet is in fact the largest supplier of ferrous scrap into the 
market). 

2. Manufacturing 

3. Construction 

4. Obsolete scrap, as collected by scrap collectors 

These 4 primary sources of scrap metal sell their scrap to recyclers who process the scrap metal into 
a form which can be used by the mini-mills and foundries. 

There is no way to increase scrap metal production in order to meet demand. In fact, 
manufacturers are making continuous efforts to reduce offcut material and be more competitive, so 
unless our manufacturing sector is growing at a faster pace than the factories are reducing the offcuts 
produced, the amount of scrap being generated will reduce.  

It is no secret that our SOE’s are not well run and so the volume of scrap from this sector is also on a 
long, slow, downward trend. 

Our construction sector has been in the doldrums for years, with a number of large construction 
companies in business rescue or liquidation. 

The obsolete scrap collected by scrap collectors originates from the consumption of goods containing 
metal (such as beverage cans and washing machines), but our economy is shrinking with a resulting 
reduction in household consumption. 

There are, of course, certain subsectors of scrap metal which may be growing, but if people are driving 
less for example, there will be fewer used car batteries entering the market for the recovery of the 
lead contained in the battery. 

The metal recyclers buy the scrap from these 4 main sources and then process it in various ways to 
produce a raw material which can be used by mini-mills and foundries (see the value chain diagram 
below). 

If you remove the recyclers from the value chain, the whole value chain collapses and we 
end up with a valuable resource becoming nothing more than waste. We are very concerned 
that the proposed changes to the export control system for scrap metal will collapse a significant part 
of the scrap recycling sector, with catastrophic consequences. 

Yes, there are bad players in the industry and yes, these bad players facilitate the theft of 
infrastructure for example, but this is a problem which plagues the legitimate traders as much as it 
does the authorities. However, duties and additional PPS barriers to exporting will not result in a 
reduction in the theft of metal infrastructure. Instead these will result in severe harm to the legitimate 
recycling industry while thieves will continue to find a way to sell stolen metal for cash.  
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The MRA has many workable ideas to assist in this space and would like to work with ITAC, SARS and 
the other relevant authorities to find solutions to this problem, but this problem should not be conflated 
with the very real economic harm the proposed PPS changes will do to an already distressed industry.



Comments on requested extension of the safeguard duties on hot-rolled steel 
 
 

Non-confidential www.xa.co.za 4 

The scrap metal value chain

Scrap consumers 

Foundries, Mills and 
Mini-mills 

Scrap recycling 

In order to subsidise the scrap consumer, value 
must be taken from the sources of scrap 

• The metal recyclers create the market for raw 
scrap metal and process it into a useable form 

• It would be impossible for consumers to obtain 
their requirements in the quantities and form 
they require directly from the scrap sources 

• If the export barriers are too high, domestic 
prices will also be reduced and there will be no 
incentive to recycle scrap 

Sources of scrap 

Transfer of value 

300 000 waste collectors 

Manufacturing 

Construction 

State-owned enterprises 
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Specific concerns in the proposed amended PPS 
Transport to the local buyer’s premises 
Most of the buyers of scrap metal are in Gauteng, but the scrap is collected all over the country. The 
price paid for scrap metal is set by the buyer at a delivered level. In other words, if the buyer is in 
Johannesburg, they would expect to pay the same for scrap delivered to them from Cape Town or 
from around the corner in Alrode. This clearly adds a significant burden to the seller in Cape Town. If 
it is mandated that the seller of scrap always cover the cost of transport, then this burden would make 
it impossible to sell certain grades of scrap from coastal towns. The transportation cost should be 
something agreed between the buyer and seller and not prescribed by government. 

Not all scrap collected is of equal value, so for lower value scrap, the portion of the total delivered 
cost taken up by transport is considerably higher than for more expensive scrap. If the transport cost 
exceeds the profit which can be made on the scrap, then the scrap will not be bought or sold. What 
happens to such scrap? It simply never enters the recycling stream and ends up in a landfill. This does 
not mean it has no economic value, but rather the regulatory costs being imposed exceed the value 
of the product, thus removing all incentive to trade in the product. 

This is not a trivial problem. As the regulatory costs increase, so the number of scrap products fall off 
the bottom of the stream and become true waste. This is economic value destroyed with no upside at 
all.  

If we want as much scrap as possible to enter the value chain, then we need to make it as attractive 
as possible for people to trade. Imposing a transport cost condition on the seller will only serve to 
push some product out of the value chain, while placing pressure on the scrap recyclers who have to 
cover these costs. 

The removal of the coastal transport provisions is appreciated, but its replacement is considerably 
more onerous and destructive. 

Most importantly, the proposed amendment appears to shift the onus on finding suitable transport 
from the buyer to the seller. In reality, there is a constant shortage of such transport. The proposed 
amendment could easily result in a situation where a recycler is blocked from exporting by a consumer 
making an offer at the PPS price, but also cannot find transport to the consumer’s premises and is 
thus unable to sell his product. The onus must remain on the consumer to find the transport. If no 
transport is available, the export permit should be granted. 

Exports of only breakbulk cargo 
If this provision is approved, it will completely destroy the scrap recycling sector. This is not hyperbole. 
Let’s start with how the break bulk shipping industry works. 

Although we do a lot of breakbulk shipping into and out of SA, not all ships are suited to carry scrap 
metal cargo and not all shipping lines would allow the transport of scrap, even if their vessels can 
theoretically carry scrap. For instance, a ship carrying wheat into SA, would be reluctant to then fill 
the ship with a product such as scrap steel, which could contaminate their next food shipment. 

As with all shipping, time is money, so the ship would want to spend the minimum time possible in 
the harbour before loading up and sailing with its next cargo. This means the scrap has to be kept 
very close to the quayside. This land is however in very short supply and the amount of scrap required 
to fill a ship is voluminous, so the amount of land required would be significant. Needing to be so close 
to the quayside would also make it expensive. In addition, many port authorities will not allow 
stockpiling of scrap metal in harbours and vacant land right outside harbours would be impossible to 
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locate. If scrap is shipped breakbulk, then the receiving country must also be able to handle the 
offloading, which again requires storage space close to the harbour. This is not possible in many 
countries. 

Running 24 hours a day, it takes roughly 7 days to offload 45 000 tons of breakbulk cargo, with the 
warehouse close by. This is product packed into 5-ton sling bags. Loading cargo such as scrap will be 
considerably slower and the cargo can’t be mixed. If you are exporting steel scrap (say ISRI 201), 
then the whole vessel needs to be loaded with only that product. You cannot also be sending out 
copper, lead and even other grades of steel scrap on the same vessel. 

This would leave steel scrap as the only type of scrap metal which could possibly be exported 
breakbulk, but even this would be challenging because of how much steel would need to be 
accumulated before a vessel can be loaded. 

In the last 10 years, there have only been 4 exports of scrap steel with volumes exceeding 10 000 
tons in a single shipment, with the last of those in 2011. 10 000 tons breakbulk is about the smallest 
load you could place on a vessel and this would assume the vessel was partitioned and so could take 
more than 1 cargo. Most breakbulk vessels are not partitioned, so the options truly become difficult. 

Working again with 10 000 tons as being the minimum amount which could be feasibly exported, this 
would also mean only 1 port could be used for all exports, which would be Durban. 

Assuming we got over the land issue raised above, it is not clear at all that Durban could handle the 
additional volume, when it is already struggling with the amount of cargo flowing through the port. 

Even if all the above challenges could be overcome, only a very small number of recycling companies 
would be in a position to deal with all these challenges. This would mean that, at best, all scrap steel 
available for export would have to be channeled through 1 or perhaps 2 companies, thus seriously 
concentrating the market and increasing the market power of such companies and severely reducing 
competition in the recycling sector.  

Furthermore, if breakbulk shipping was only available from one port, this would result in recyclers 
from all over the country having to transport their scrap steel to such a port, thus incurring huge extra 
costs which would probably make collecting scrap steel in areas far from the port unviable. 

Non-ferrous exports 
Non-ferrous scrap of each different grade arises in relatively small quantities (a few hundred tons at 
a time at most, and usually less than a hundred tons), so for non-ferrous, loading by break bulk is a 
complete non-starter. 

Non-ferrous metals are considerably more valuable than ferrous metals. Very few, if any, importers 
of non-ferrous scrap will accept break bulk cargo. 

Because the cargo is more valuable, the risk of theft dramatically increases, so the likelihood of all the 
cargo arriving at its destination would be very low. 

Breakbulk vessels must be loaded by grab which is completely unsuitable for most grades of non-
ferrous scrap.  

Cargoes in breakbulk vessels are likely to be contaminated with oil and sea water. This would result 
in non-ferrous metals becoming worthless. 
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Any requirement to export non-ferrous metals by break bulk vessel would thus be an effective ban on 
exports. Such a requirement would thus leave no viable markets for non-ferrous scrap not required 
for local consumption. 

The new role of scrap aggregators  
If the requirement forcing all exports of scrap metal to only happen using breakbulk, it would either 
simply fail or it would create a new player in the market, which we will call an aggregator. Because of 
all the difficulties with breakbulk shipping described above, it would require there to be a company 
who has sufficient capital and physical space close to the port, to be able to hold the stock. Under 
normal trading conditions, we export around 450 000 tons of ferrous scrap per annum, but this 
consists of a wide variety of specific grades, including stainless steel. Given that a vessel can’t carry 
both ISRI 201 and stainless steel for instance, this does not convert neatly into 15 trips of 30 000 
tons each. 

The smaller scrap recyclers would no longer be able to do their own exports and so would be forced 
to sell locally and at ever cheaper prices, to the 1 or 2 aggregators who would be in a position to 
handle very large volumes of scrap and are close to the port. If only 1 port was able to handle such 
break bulk cargo, it would force all other scrap recyclers to transport their scrap metal to that port. 
This is not a trivial cost if you are for example, sending your scrap from a distance of 1 000 km or 
more. 

This aggregator would have tremendous market power, as the requirement to export only by 
breakbulk would force all exporters to sell through this company. The amended export control 
guidelines would thus create a monopoly, with all of the attendant problems that brings. 

In order to accommodate this aggregator, the other, smaller scrap recyclers would need to be paid 
less for their scrap and because there would be no one else to sell to into the export market, they 
would be forced to take this price. At the aggregate level, we generate more scrap than we consume, 
so either some of the scrap will not be collected or it will be sold at marginal prices to the aggregator. 
The aggregator is still faced with the export duties, so they have no choice but to drive down the 
purchase price of the scrap metal as they have no market power in the global sense and would need 
to sell at the prices the relevant scrap trades at globally. 

Now recall that the aggregator needs a lot of capital to buy up and hold the scrap from the smaller 
scrap recyclers, in order to accumulate enough to be able to ship breakbulk. Also remember, they are 
holding this scrap metal close to the port, which would place it on very expensive land. All of this 
places pressure on their margins and so this pressure will be passed back down the line to the recyclers 
and ultimately to the 300 000 scrap collectors, who will now be paid less for the scrap they collect.  

This is an unavoidable situation if breakbulk is viewed as compulsory for ferrous scrap. If you again 
refer to the value chain diagram above, the impact of imposing break bulk will be to place more 
pressure on the recyclers in the middle and a large number of them will fail. Yes, some will survive, 
but the market would have become considerably more concentrated with very few winners and a large 
number of losers, most of whom will be small, recycling firms. 

We are very concerned that such a scenario would result in an anti-competitive 
environment. 
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The challenges when inspecting containerized scrap metal 
We do appreciate the very real difficulties of inspecting containers for stolen goods, but breakbulk 
shipping is not going to alleviate this problem.  

The MRA has ideas on how to deal with the fight against metal theft, which negatively impacts their 
businesses as much as it does anyone else. They understand the industry better than anyone else and 
would appreciate an opportunity to sit down with the authorities and other industry players to work 
on formulating solutions to these problems. 

Export duties and PPS will do nothing to alleviate the criminality and if anything, will simply reward 
scrap metal dealers engaged in buying stolen metal, as they will likely mis-declare containers of stolen 
metal and therefore evade export duty as well. 

Please advise a date and time when such a discussion can commence. 

Conclusion  
1. Forcing the recycler to cover the cost of transport and to take on the responsibility of finding 

such transport, which is very scarce, will create tremendous financial pressure on the coastal 
recycling operations, to the point where some may fail. 

2. Insisting on breakbulk cargo is not economically feasible for ferrous or non-ferrous metals. In 
the case of ferrous metals, the only possible way to do this (and even this may not be 
possible), would be to create a monopoly aggregator, which would gobble up smaller players 
or simply put them out of business.  

3. In the case of non-ferrous metals, the breakbulk requirement is the equivalent of an export 
ban and will result in the destruction of most of that industry. 

4. The MRA is committed to working with the authorities and other players in the mini-mill value 
chain to help stamp out criminality in the industry. Once the relevant parties are ready, we 
can commence with a workshop to discuss how best to deal with this serious problem. 

 

Scrap recycling Scrap consumers 

In order to subsidise the scrap 
consumer, value must be taken from 

the sources of scrap 


