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 23 November 2020 
 
 
Standing Committee on Finance (National Assembly) 
3rd Floor, 90 Plein Street 
Cape Town  
8000  
 
Committee Secretary 
Mr Nkululeko Mangweni: nmangweni@parliament.gov.za  
 
 
Dear Mr Mangweni, 
 
COMMENT ON THE PROPOSED EXPORT TAXES ON SCRAP METAL  
 
We refer to your invitation to stakeholders and interested parties to submit written submissions on the 
2020 Draft Taxation Laws Amendment Bill (TLAB), 2020 Draft Tax Administration Laws Amendment Bill 
(TALAB), 2020 Draft Rates and Monetary Amounts and Amendment of Revenue Laws Bill (Rates Bill) and 
the Auditing Profession Amendment Bill [B2 – 2020]. 
 

Brief background 
 
The Non-Ferrous Metal Industries Association (NFMIA) is affiliated to the Steel and Engineering Industries 
Federation of Southern Africa (SEIFSA) and its members are involved in the manufacture of both semi-
finished and finished goods manufactured from non-ferrous metals.  
 
The metals utilized by members include but are not limited to Copper, Aluminium, Zinc, Brass,  Lead, Silver 
and Tungsten. The raw material (metal) used includes both ‘Scrap Metal’ and Primary Metal which is 
sourced locally in South Africa and Imported from both African and International countries.  
 
NFMIA Position 
 
The NFMIA would welcome the introduction of an export tax (or ad valorem tax) on the export of all scrap 
(including the requirement of an export permit for re-melt scrap in sow, blocks and ingot for all metals as 
currently applied to Aluminium), used lead acid batteries, all forms of tungsten metal, tungsten carbide and 
cemented tungsten carbide scrap, be it in the powder or hardened state as it will have a positive impact in 
retaining much needed scrap for local production, investment, and increased employment of labour.   
 
Cash for scrap also sanctions the manipulation of VAT returns and is not just a loss to Government coffers 
but provides the scrap merchants with a 15% pricing advantage in the market. We recommend that VAT on 
scrap and cash for scrap be abolished. Failing this, removal of the ability to claim (notional or deemed VAT) 
when a scrap metal merchant purchases scrap from a non-registered vendor should be withdrawn.  
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Currently this allowance is a major loophole in the act and results in an unfair advantage of 15% to the 
merchant, a significant loss to SARS.  Also, to many companies where managers and owners sell the scrap 
as a non-registered vender with no entry into the company accounts and undeclared earnings resulting in 
further possible tax liability losses to SARS. 
 
Presently in Europe buyers cannot claim VAT on purchasing of scrap metal and the only country still 
allowing VAT on scrap metal is the UK.  Certain countries in Europe are limiting the amount of cash being 
paid in an attempt to curb money laundering.   
    
Tungsten Scrap  
 
The NFMIA fully support the implementation of an export duty or ad valorem tax on all forms of scrap 
metal including tungsten metal, tungsten carbide and cemented tungsten carbide scrap and waste, be it in 
the powder or hardened form. This will bring South Africa in line with our BRICS partners who have already 
implemented export duties on all forms of tungsten a number of years ago. 
 
The NFMIA has previously highlighted VAT fraud, violent theft, and the false declaration of the class (tariff 
headings) of scrap goods to be exported by scrap dealers in numerous letters addressed to ITAC and SARS.  
Hence an export duty on all forms of tungsten and other non-ferrous metal scrap of between 20 to 40% will 
adequately address and thus limit the continued proliferation of each of these pertinent and illegal issues.  
An enforceable export duty will also diminish, or even eliminate the tax-free profitability that encourages 
scrap dealers and criminal gangs to collude to steal waste and scrap. 
 
The Rand based financial benefits of the local recycling tungsten scrap and waste for local manufacturers 
such as PRASA/Transnet, PMP/Denel, SASOL, and the South African mining sector is price stability.  One has 
to only draw a comparison with the constant upward adjustment in the selling price of raw steel over the 
same time period caused by the imported cost component incorporated into the price parity model applied 
by Mittal and Macsteel. Imported inflationary pressure can be largely negated by the local recycling of both 
steel and tungsten scrap and waste. 
 
Copper and Brass Scrap  
 
Copper scrap is exported under false tariff codes and container inspections are insufficient to detect and 
apprehend the guilty parties.  Whilst the difficulty of container inspection is understandable due to 
shortages of manpower and lack of technical knowledge, the auditing of scrap merchant businesses is 
within Government`s capacity and should be considered for implementation.   
 
Certain scrap merchants are melting copper scrap into blocks/billets/ingots/sows for export thereby 
bypassing the copper scrap export permit system. This is done under the pretence that value is being added 
to the scrap and additional labour employed. Regrettably, this practice simply changes the shape of the 
metal, instantly destroys any identification marks on stolen cable, and as a re-melt product it still remains 
scrap.  Without any beneficiation taking place, the NFMIA would support an export tax on the export of 
these forms of copper and brass.  The NFMIA would therefore support an export tax on re-melt copper 
and brass scrap in blocks/billets/ingots/sows. 
 
There has been a drastic decrease in the availability of copper scrap that was previously sourced locally and 
now has to be supplemented through costly imports of primary metal from Zambia and the Democratic 
Republic of the Congo.   
 
Importing copper is not favourable, as it is at inflated costs and does not support the local South Africa 
market.  We believe that the reason local scrap is not as abundant as it should be is because the demand 
for copper scrap worldwide, particularly in Asia, has created a lucrative market for local scrap merchants to 
export as they can achieve higher prices.   
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Although this has caused an increase in the export of copper scrap, figures show that the application for 
copper export permits has decreased significantly since 2012 due to the re-melting evasion of permits.   
 
We support the introduction of an export tax on copper scrap as we believe that it will make it less 
attractive for local scrap merchants to export copper scrap to other countries when it is much needed 
locally. The ability for scrap merchants to use melting facilities be it their own or third parties should be 
banned similar to the Second Hand Goods Acts which prevents a merchant purchasing burnt copper cable 
to ensure any stolen cable remains identifiable to the police.  This will, in turn, decrease the theft of 
copper, and the destruction of infrastructure in South Africa, which costs an estimated R 10 billion per 
annum. 
 
Aluminium Scrap 
 
Since industry started lobbying government in the year 1998 more than 50% of the industry has closed 
including Steel Mills, Mini-Mills, Aluminium Smelters, Foundries, Die Casters, and engineering companies. 
(This can be verified by the many letters, emails and meetings held with the Deputy Presidents Office, the 
dti, ITAC, ED, SARS, and National Treasury over this time). 
 
Unlike the other scrap metal types Aluminium differs in that it requires an additional process to recycle 
from scrap to reusable recognized international alloys – this is the ‘smelting’ process. During this process 
depending on the type, grade, and quality of the scrap there is a loss of between 5 to 25%. The typical 
average loss of the two most commonly exported and locally used grades, Cast (Tense) and Old Rolled 
(Taint Tabor), the grades used for engineering, automotive components and steel de-oxidant’s is 15% for 
the quality supplied locally. To be effective in kick starting the Aluminium industry we would recommend a 
tax or ad valorem of minimum 35%. 
 
Aluminium suffers the same problems as copper with rampant theft and damage to the local infrastructure 
where highway barriers, bridge fences, road signs, electric motors (Al casings), Eskom transmission lines 
and even grave markers are stolen. 
 
Aluminium scrap is desperately required in the following industries: Engineering, Electrical, Automotive, 
Chemical, Steel making and Mining for the production of lighting, power transmission pylon furniture, 
automotive components, potable water purification flocculants, mining explosives and de-oxidant’s to 
strengthen steel (the biggest user of Aluminium scrap) to mention just a few items and uses critical to the 
wellbeing of South Africa and its population.  
 
Lead Scrap  
 
Lead is a critical raw material in the manufacturing of lead acid batteries, a major industry in South Africa.  
There is no domestic producer of primary lead (i.e. processing ore into lead) in the Southern African 
Customs Union (SACU) market.  As such, the demand must be satisfied by recycling spent lead acid 
batteries (secondary lead).  The exports of spent lead acid batteries on a large scale have therefore resulted 
in severe scrap lead shortages locally.  The effect of the above local shortage in scrap lead, which is 
detrimental to the lead acid battery manufacturing industry and other relevant industries, includes:  
 

• Severe stock shortages 

• Significant price increases 

• Unlawful recycling 

• Economic and socio-economic impact 
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Existing control measures  
 

• Since 2013, Government have put measures in place to curb exports of scrap lead, however despite 
the measures, there has been a significant shortage of scrap lead in recent years as scrap batteries 
have continued to be exported.  Exporters furthermore allegedly declare scrap batteries as car 
parts, new or used lead acid batteries, which are not subject to export control and in the process 
might be committing an offence, as the only reason for such classification would be to deceive the 
South African Authorities.  The current controls are not sufficient in ensuring that scrap lead is not 
exported, for the reasons mentioned below.  As such, the implementation of an export tax would 
be warranted. 

 
 Benefits of an export tax on lead scrap 

 

• As a natural resource, lead scrap metal is a key input to recycling and manufacturing industries.  An 
export restriction on scrap metal will not only shield domestic consumers from high international 
commodity prices and inflation but will also strengthen local infant non-ferrous metals and 
manufacturing industries.  A number of countries have imposed export duties on raw materials in 
order to enable domestic industries to get it at a lower price than foreign manufacturers, thus 
capitalising on the competitive advantage on raw materials and other input, including labour.   
 

Conclusion 
 

• An export duty on scrap metal, which is a primary commodity, could reduce the domestic price of 
primary products in order to guarantee a supply of intermediate inputs below world market prices for 
domestic processing industries and will promote local manufacturers and downstream industry .  In this 
way export duty provides an incentive for the development of local industries with higher value-added 
exports.  Therefore, the processing industry will benefit from lower prices of inputs and gain 
competitiveness in the international market and expand and be given the opportunity to compete on a 
more level playing field against China and India etc. where manufacturers enjoy support in the form of 
export incentives, subsidies, and other benefits. 

 

• The NFMIA supports the various proposals of export taxes on all types of scrap metal in order to protect 
this strategic resource and appreciates Government support in this regard, which will assist in 
strengthening the local metal industry, discourage scrap theft, dis-incentivise exports and shield 
domestic consumers from high international commodity prices and inflation to ensure that the local 
industry remains competitive.  By boosting local production and fuelling the South African economy, 
much needed employment opportunities will be created. 

 
 
 
 
Yours sincerely 

 
_________________________ 
Christa Smith  
Administrator  

 


