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REPUBLIC OF SOUTH AFRICA

THE NATIONAL ASSEMBLY

QUESTION FOR WRITTEN REPLY

QUESTION NO. 4949

Mr M M Mdluli (DA) to ask the Minister of Trade, Industry and Competition:

In light of Assmang’s recent announcement that it may close its Beeshoek Iron Ore Mine,
citing weak demand from ArcelorMittal South Africa (AMSA), amid extensive tariff
protection and financial support AMSA has already received, what evidence will he provide
to show that the specified interventions are actually (a) sustaining steel demand and (b)
protecting jobs? NO5533E

REPLY:

The policy and financial support provided to AMSA was aimed at deferring the closure of
the Long Steel production in Newcastle in order to prevent the immediate supply chain
catastrophe. During the deferral period, material supply to consumer industries will
continue whilst conducting due diligence on AMSA’s assets to inform the decision on the

future of long steel production in South Africa.

Newcastle steel provides essential input material to the automotive, construction, mining
and electricity industries. Its sudden closure would have had dire consequences for many
downstream companies leading to massive loss of employment and major contraction in

industrial output.

The financial support provided was in the form of a shareholders’ loan payable at a future
date once AMSA long steel product returns to profitability. Support was also contingent on

the retention of employment levels at the company during the period of adjustment.
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These interventions were a necessary step to prevent an immediate economic disaster
and preserve a critical asset, while imposing the conditions to ensure it becomes viable,
competitive company for the future, ultimately protecting jobs, industry and national

interest.

The domestic steel demand environment is affected by a number of factors including:

» the global surplus environment, while it offers lower costs for some manufacturers, the
overall is a net negative outcome that forces government to pursue difficult
protectionist trade-offs that highlight the challenge of being a smaller steel producer in
a distorted global market.

= regional and domestic competition where the domestic ‘Mini mills’ and Zimbabwe’s
Maninzhe steel have introduced new steel capacity in an already depressed market
environment further exacerbating the surplus challenge.

» aggregate demand for steel has been on a negative growth trajectory for decades
owing to low activity in the mining, infrastructure and construction sectors of the

economy.

-END-
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