
Mainstreaming the Steel Master Plan Conference

In essence, the Steel Masterplan (SMP) deals with the sustainability of 
the steel value chain, particularly the social, environmental and economic 
sustainability.

Participants at the recent conference elaborated on the 
progress of the SMP covering the spectrum of the plan’s 
five pillar compact. There were several common themes, 
with a substantial focus on policy and service delivery 
issues which are hampering the sector’s performance. 
The poor performance by Transnet Freight Rail again 
emerged as a significant concern, as did the unreliable 
energy supply from Eskom. In addition, a lack of resources 
often causes significant backlogs in many state agencies, 
impacting the implementation of the SMP.

It is well recognised that steel is an enabler of South 
Africa’s economic growth and development. The sector is 
essential in finding solutions to steel challenges, including 
critical megatrends in market accessibility and fair trade. 
The drive to localise more imported products and boost 
local utilisation is steadily gaining momentum. Realising 
steel’s efficiency in applications that require lighter and 
stronger steel through technological enhancements is 
critical for sectors such as renewables and high-tech 
demand.

On the resource mobilisation side, a Steel Fund supported 
by all the primary steel mills aims to stimulate value-
added export promotion and import replacements, 
minimise steel demand leakages through tracking the 
compliance to localisation targets and curbing illicit trade. 
As an immediate priority, the Steel Fund will support 
the activities of the newly-formed Compliance Unit. In 
addition, the IDC supports the ever-important move to  

  
green the industry, enhance competitiveness and helps 
with localisation initiatives.

Future structural changes to accommodate digitisation, 
decarbonisation and circular economic trends are well 
embedded in their initiatives. Despite the potent6ial of 
the SMP to move the industry forward, the concerns 
echoed by so many conference delegates and speakers 
were that the challenges faced by the industry are 
being severely exacerbated by the steeply rising costs 
of energy and logistics, and the inherently unreliable 
delivery of both services. The question, of course, is how 
business and government can work together to resolve 
these problems so that the industry can thrive and be 
competitive.

South African 
Iron and Steel Institute

1

ISSUE: May 2022

Tel: +27 12 380 0900 

www.saisi.org 

www.linkedin.com/company/the-south-african-iron-and-
steel-institute-saisi

Members: ArcelorMittal South Africa Ltd; Cape Gate (Pty) 
Ltd; Columbus Stainless (Pty) Ltd; Force Steels (Pty) Ltd; SA 
Steel Mills (Pty) Ltd; Scaw South Africa (Pty) Ltd; Unica Iron 

& Steel (Pty) Ltd.
 

Associated members: Grinding Media SA (Pty) Ltd;  
SAFAL Steel (Pty) Ltd

SteelMatters is the statistical newsletter of the South African 
Iron and Steel Institute. This publication is for the use of the 

intended recipient. Although reasonable professional skill, care 
and diligence are exercised to record and interpret all information 

correctly, SAISI do not accept any liability for any direct or 
indirect loss whatsoever that might result from unintentional 

inaccurate data. SAISI further accepts no liability for the 
consequences of any decisions or actions taken by any third 

party on the basis of information provided in this publication.

http://www.saisi.org
http://www.linkedin.com/company/the-south-african-iron-and-steel-institute-saisi/
http://www.linkedin.com/company/the-south-african-iron-and-steel-institute-saisi/


2

World is experiencing the largest commodity shock 
since the 1970s

Commodity markets are facing an unprecedented ar-
ray of pressures, lifting some prices to all-time highs, 
particularly for commodities where Russia or Ukraine are 
key exporters.

These conditions may persist for three reasons.

First, increased prices for one commodity typically induce 
substitution in demand toward other commodi-ties, 
thereby alleviating the original price pressures. There is 
less scope for substitution today, however, because the 
increases in prices over the past year have been large and 
broad-based. For example, in the case of energy, crude 
oil is now one of the cheapest fuels per unit of energy, a 
notable difference from ear-lier energy price hikes when 
coal and natural gas were much cheaper.

Second, the price increases in some commodities have 
pushed up the production costs of other com-modities. 
For example, rising energy prices increase the cost 
of inputs to agriculture production, such as fuel and 
fertilizers. Similarly, increasing energy prices drive up the 
cost of extracting and refining metal ore, particularly for 
aluminium, iron ore, and steel. In turn, higher metal prices 
increase the cost of renewable energy technologies.

The broader increase in inflation globally is also raising 
the cost of production of commodities, including through 
higher wages, higher transportation and stor-age costs, 
and, as interest rates increase, higher costs of borrowing.

Third, many governments have responded to high fuel 
prices with tax cuts and subsidies. While these policies 
may somewhat alleviate the immediate impact of price 
hikes, they do not provide large benefits to vulnerable 
groups and may actually exacerbate the underlying is-sue 
by increasing energy demand.

While the outlook for commodity markets depends 
heav-ily on the duration of the war in Ukraine and the 
extent of sanctions, it is assumed that the channels 
through which commodity markets have been affected 
are likely to persist. Changes in commodity trade patterns 
are expected to continue even after the war ends. The 
pos-sibility of further outbreaks of Covid-19 in China 
along-side a broader slowdown in global growth, present 
downside risks for prices.

Most commodity prices are expected to be sharply 
high-er in 2022 than in 2021 and to remain elevated 
into 2023-24 compared to their levels over the past five 
years. Energy and nonenergy prices are forecast to rise 
by 50 and 20 percent in 2022, respectively, before pull-
ing back somewhat in 2023 and settling at much higher 
levels than in the previous forecast.

Source: World Bank
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Steel facts

Steel—the permanent material in the circular economy

Over the past 50 years, the steel industry has invested 
in research and technology to create new grades of 
advanced and ultra-high-strength steels. These grades 
have reduced the weight of many steel applications by up 
to 40%.

Optimising the weight of products is an integral part of 
a circular economy. By reducing weight, the amount of 
raw materials and energy used to create the product 
is decreased, reducing pressure on raw materials. 
Lighter weight applications which take advantage of 
high-strength steels, such as vehicles, also produce 
fewer emissions during the use phase of their life. In 
construction, substituting high strength steels for regular 
steels can achieve a CO2 reduction of around 30% in 
steel columns and around 20% in steel beams (1)

Whether it is a wind turbine, construction panel, a 
vehicle, or a steel can, the application of high-strength 
steels means that less steel is required to provide the 
same strength and functionality. This also has a knock-
on effect by reducing the amount of other materials 
required, for example in foundations.

In addition, the development of better coating systems 
results in an extended service life and hence reduced 
material demand. At the same time, the steel industry has 
reduced its dependence on raw materials. 

Since 1900, the global steel industry has recycled over 
22 billion tonnes of steel. This has reduced iron ore 
consumption by around 28 billion tonnes, as well as 
cutting coal consumption by 14 billion tonnes. (2)The 
industry has also dramatically reduced the use of energy. 
Producing one tonne of steel today requires just 40% of 
the energy it did in 1960. (3)Over the same period, steel 
production has increased almost five times.

Waste is another area in which the steel industry has 
made huge gains over the past decades. Working with 
external partners, the industry has been able to find 
markets for over 97% of its production with only a 2.7% 
waste stream (4)The valuable by-products, including 
slag, dust, and process gases are fully utilised in other 
applications and industries, avoiding the use of primary 
materials such as cement clinker.

One area that the steel industry and its customers 
are working hard to improve is reducing the yield loss 
in downstream manufacturing processes. A common 
drive to diminish the percentage of offcuts, which are 
then remelted to make new steel, will lead to greater 
productivity as well as energy and resource savings.

Source: Worldsteel Publication : Steel in a circular economy
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International steel prices remain under pressure

• According to the London Metal 
Exchange, the cash settled futures 
on hot-rolled coil, fob China, 
decreased by 1,6% during April 
2022 compared with March 2022, 
and that of reinforcing bar increased 
by 1,1%, with steel scrap decreasing 
by 3,3% during the same period. 
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World iron price

South African steel plant performance

Crude steel production 
— South Africa

According to the World Bank,
the cfr spot price on iron ore
decreased by 0,5% during April
2022 compared to March 2022.

South African crude steel production 
increased by 25,1% during the  
12- month period from May 2021 to 
April 2022, compared with the previous 
corresponding period.

Production at ArcelorMittal South Africa was disrupted 
when dealing with labour unions in a wage dispute during 
May. The operational impact of the strike extends beyond 
just the time that the workers are striking. Furnaces were 
idled or shut down, with long restart times, causing not 
only disruptions to primary steelmaking, but the depletion 
of process stock also impacts the performance of the 
rolling mills. Furthermore, the cost to idle and restart 
furnaces, over and above the cost of lost production, as 
well as the legal costs and costs for additional security to 
safeguard employees and company assets have a serious 
financial impact.

Almost all strikes have a detrimental impact on the supply 
chain, even when steel producers address the backlogs in 
steel supply, limited ability to supply urgent requirements 
with new steel always causes delays in supply. The 
steel supply chain is already facing challenges brought 
about by port disruptions, the floods in KwaZulu-Natal 
and a delay in demand recovery and it is likely that the 
depleted supply chains will result in stock-outs for various 
customers.

Sadly, the trend with wage disputes is that there are acts 
of violence and intimidation, including life threatening 

acts such as kidnapping, assault and intimidation of 
families at home. Contractors and transporters are often 
also affected by intimidation with evidence of inbound 
and outbound trucks being hijacked and the blockading 
of access roads.

The risk to the safety and wellbeing of employees and 
their families places a huge strain on employee morale 
as do the tensions between those employees who want 
to work and those who are advocates for the strike, 
disregarding all rules and laws.

Sadly, the reputation of the steel industry gets tarnished 
as tensions between labour and employers escalate and 
the ongoing disruptions in the steel sector cast doubt 
on the ability of the industry to grow, develop and be 
competitive in the international marketplace. This may 
deter investment in the sector.

SAISI acknowledges the rights of workers 
to embark on industrial action but cannot 
support the acts of violence and intimidation 
by the labour unions.
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Trade—Primary steel products and articles of steel products
According to data released by the 
South African Revenue Service: 

Primary steel product trade 

Imports: 
South Africa’s primary steel product 
imports, including semis, drawn wire 
and rails, increased by 26,9% during 
the 12-month period from April 2021 
to March 2022 compared with the 
previous corresponding period.

Exports: 
The exports of primary steel products 
increased by 31,7% during the  
12 months from April 2021 to March 
2022 compared with the previous 
corresponding period.

Articles of steel trade

Imports: 
The imports of articles of steel 
increased by 27,3% during the  
12 -month period from April 2021 
to March 2022 compared with the 
previous corresponding period. 

Exports: 
The exports of articles of steel 
increased by 18,5% during the  
12 months from April 2021 to March 
2022 compared with the previous 
corresponding period.
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According to Stats SA:

Manufacturing production 
increased by 6,9% during the 
12-month period from April 2021 
to March 2022 compared with the 
previous corresponding period.

The value of recorded buildings 
completed (at constant 2015 prices) 
increased by 26,9% during the 
12-month period from April 2021 
to March 2022 compared with the 
previous corresponding period.

Mining production increased 
by 10,1% during the 12- month 
period from April 2021 to March 
2022 compared with the previous 
corresponding period.

Manufacturing’s value of sales, 
according to Stats SA, increased 
by 17,0% during the 12-month 
period from April 2021 to March 
2022 compared with the previous 
corresponding period. 

Steel demand drivers

Value of sales — Manufacturing
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Steel Sector Business Confidence

The Steel Sector Business Confidence Index survey 
conducted by SAISI among steel fabricators decreased 
to 35 index points during the second quarter of 2022 
compared with 50 index points in the first quarter of 
2022 with regard to the prevailing business conditions.

After bordering on positive territory in the first quarter of
the year, the Steel Sector Business Confidence Index 
became restrained and deteriorated in the second 
quarter. The unexpected Russian military campaign in 
Ukraine added to uncertainty in the global business 
environment and caused business confidence to lose 
thrust after indicating a faster recovery in the first quarter 
of 2022 as the effects of Covid-19 waned.

South Africa has an open economy with substantial 
exposure to foreign trade and foreign investment. 
Import and export volumes and prices across the 
world continued to be impacted by extraordinary and 
unprecedented events over the past three years.

However these exogenous developments can also have
secondary effects on supply chains. 

Foreign trade and supply chains were hampered at 
the height of the Covid-19 pandemic by border and 
harbour restrictions as a result of lockdowns, while the 
vulnerability of local supply chains and supply logistics 
became apparent during the July 2021 unrest. Shortages 
from supply chain disruptions caused by the conflict 
between Russia and Ukraine have recently inflated prices 

and the availability of strategic products and inputs. 
This eventually has a negative impact on consumer and 
business confidence. 

Sluggish economic growth had a significant impact on 
the business environment, while lower export volumes 
as a result of logistical issues at ports, supply chain 
disruptions, higher inflation, and rising interest rates led 
to cautionary and selective spending by businesses and 
households. The high cost of energy (fuel and electricity), 
the inconsistency of energy supply (electricity) and the 
devastating floods in parts of KwaZulu-Natal (KZN) 
increased business uncertainty.

Disruptions following the KZN floods may have resulted 
in some manufacturers meeting demand through stock 
depletion in addition to dealing with delivery times that 
are slower and suggestions that input costs continue 
to increase at a pace. Inflationary pressures continue 
to loom on both the input cost and demand sides. 
Rising fuel prices, wage demands, and higher interest 
rates are putting a strain on business profitability in the 
business environment. Load shedding, dysfunctional 
local governments, law and order, and logistical transport 
issues are pressing external factors restraining business 
conditions.
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