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FAQs — ITAC steel tariff review

1. What is the main objective of ITAC's steel tariff review?

As per the policy directive from Minister of Trade, Industry and Competition (“The Minister”) the

review, is necessitated by the following:

e The worldwide steel production overcapacity, increased trade protectionist measures
implemented by some countries, and associated trade diversions occurring globally. As a result of
this, South Africa’s steel value chains are facing serious sustainability challenges, which are

impacting negatively on the socio-economic objectives;

e Persistent local conditions of slow economic growth; depressed demand; energy and freight
logistics challenges are further exacerbating this problem. While a number of initiatives are being
implemented through the Steel and Metal Fabrication Masterplan, additional trade policy
instruments may be necessary to ensure the facilitation of our industrialisation objectives and
socio-economic goals, which are supportive of our domestic downstream steel production

capabilities and jobs;

e In addition, South Africa’s downstream industries possess capabilities to manufacturer and
onshore production for a broad array of products covered within Chapters 72,73,82, and 83.
However, the SA industry stakeholders face numerous challenges, including an influx of low-
priced imports; and

e South Africa has demonstrated greater competitiveness potential in a number of value-added
steel products, including mounting structures, high pressure containers, stranded wire, tanks,

anchors, rock drilling tool, transmission equipment, tools, springs, pipes, and fittings.
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2.The scope of the gazette appears to be considerably beyond the scope of the Amended Tariff

Investigations Regulations (ATIR), what is the governing legislation for the review?.

The investigation is conducted in terms of the Ministerial Directive dated 4 June 2024 which
specifically refers to Section 16(1)(d)(i) and Section 18 of the International Trade Administration Act
No. 71 of 2002 (ITA Act). Elements of the investigation that pertain to the amendment of the
ordinary customs duties will be governed by the Amended Tariff Investigations Regulations (ATIR).

3.What are the Preliminary findings of the review?

The Commission has made the following preliminary determinations:

A preliminary determination that the rate of customs duty on a number of identified products be

increased to their respective bound rates;

A preliminary determination that additional rebate provisions be created for certain grades of steel

products not manufactured domestically;

A preliminary determination that certain identified products be subjected to import control, in line with
section 6 of the ITA Act, Act No. 71 of 2002;

A preliminary determination that, as and when standards are developed for any of the steel product
identified for import control, such standards or compulsory specifications should be incorporated into

the import permit control system as additional conditions for the issuing of import permits;

A preliminary determination that certain input products used in steel-making, particularly stainless

steel, be maintained at free of duty;

A preliminary determination that the ongoing geo-political landscape does constitute an
unprecedented emergency, necessitating urgent action in line with Article 19 and Article 21 of the
GATT; and
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A preliminary determination that a Committee comprising industry role players and part time
Commissioners be formed, in terms of Section 14 of the ITA Act, Act No. 71 of 2002, to advise the

Commission on steel-related matters.

If the preliminary findings/recommendations were to be implemented, would they address

the challenges facing the ailing domestic steel industry?

Tariff instruments are only one of many interventions necessary to assist the domestic industry
value chain in achieving sustainability and competitiveness. While these measures will go a long
way in addressing some of the challenges facing the industry, more still needs to be done to ensure
sustainable solutions, particularly stimulating domestic demand for steel products and provision of

affordable energy and logistics amongst other things.

. What are the contentious issues that came out during this review? — any opposition to the

review, what are their concerns?

The general sense from the industry is that the review is necessary given the geopolitical climate.
Industry has however cautioned ITAC not to increase duties where domestic capacity does not
exist. Some of the role players cited the wide of scope of the review has far reaching implications,
going beyond ordinary tariff amendments as envisaged in the Amended Tariff Investigations
Regulations.

. What would be the next step after the preliminary findings?

The preliminary findings will be published in the form of a publication notice in the Government
Gazette for interested parties to comment. A period of two weeks will be allowed for comments, after
which the Commission will then conduct final analysis and prepare a final report for the Minister’s
consideration. Following the Minister's approval and a final report will be made available to the

public.
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7. Do the current steel duties provide adequate protection to the domestic steel industry?

SA has some of the lowest WTO bound rates on steel related products, relative to its developing
peers. This means that even when the duties are imposed to the bound rates, such protection is not
adequate in certain instances. This is evident from the increased number of applications for
additional tariff support in the form safeguards, and Anti-dumping duties received by the

Commission.

8. Do more steel products need to be subjected to import control to protect the steel industry?

South Africa has historically subjected products to import control regulations and this is done for a
number of reasons, including: health concerns, environmental concerns, security and safety
concerns, and compliance with technical standards. The steel sector is no exception and a number
of products in this sector have been subjected to import control regulations at different times in the
past. The Commission has made a preliminary determination to subject certain steel products to

import controls as outlined in the Government Gazette notice.
9. Should ITAC declare an emergency to trigger broader safeguard measures?
The Commission has made a preliminary determination that the ongoing geo-political landscape

does constitute an unprecedented emergency, necessitating urgent action in line with Article 19 and
Article 21 of the GATT.
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10. There were previously claims that the review of the entire steel chain could mean

bankruptcy for scores of companies in the sector - what is ITAC's view following this review?

ITAC's tariff instruments are always administered taking into account the best interest of the entire

industry value chain. The assessment generally considers factors such as:

. Promotion of domestic manufacturing capacity.
. Cost competitiveness of local products.

. Security of supply and contribution to energy security.

. Job creation potential.
. Alignment with South Africa’s climate commitments and industrial policy goals.
11. Specifically which measures are being considered to reduce input prices on scrap,

iron-ore, coking coal and any other feedstock material used in the production of steel ITAC
was instructed to review of the Price Preference System (PPS) on scrap metal in 2024.Please
confirm that no action will be taken to reduce these input prices until that report has been

made available.

ITAC is finalising the review of the PPS Guidelines, following the gazetting of the process in September
2024. This review is seized with investigating issues pertaining to the PPS discount from prevailing world
market prices, payment and delivery terms and other operational matters relevant to the programme. These
are separate investigations. Reports will be published once a determination is made on whether
amendments to the discount rates offered on scrap metal prices are warranted. We do not envisage that
the work done in this investigation will be in conflict with the work done or recommendations made in PPS

investigations referenced above, which are being conducted concurrently.
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