TOWER MANUFACTURING INDUSTRY IN SOUTH AFRICA UNDER THREAT
Introduction:

This document was generated at the request of our shop stewards after the initiation of discussions with them about short term plans for rolling short time work at our manufacturing facility with a possible view of retrenchments in the medium term. The purpose of this document is to bring the predicament of the South African Lattice Tower Manufacturing Industry to the attention of the unions so that there is a common understanding of the impact that the continued importation of tower steel will have on jobs in South Africa if allowed to continue.

Background Information:

There are 2 common types of lattice towers manufactured in South Africa in significant quantities; 

· Towers for Power Lines

· Towers for Wireless Communication

There are several companies that do this type of manufacturing:

	Company
	Power

Market

%
	Telecom Market %
	Estimated Capacity (T/month)
	Current Load (T/month)

	Exported per Month
%

	Imab Engineering
	90
	10
	5000
	2000
	10

	Mast Engineering
	0
	100
	1500
	100
	90

	Babcock Nthutuko Powerlines
	100
	0
	1200
	400
	10

	Africa Cellular Towers
	20
	80
	2000
	200
	80

	Tricom
	0
	100
	2000
	200
	100

	Cosira Towers
	1
	99
	500
	100
	99


Of these companies, Mast and Tricom has reportedly severely reduced staff and is now bringing steel from India and China directly to the country of destination.

Babcock has been on a 3 day week for several months due to the lack of work in their factory. They now have sufficient work to tide them over for a while.
Imab is the preferred supplier in South Africa for 765Kv towers and has not yet felt the effect of imports as badly as the rest of us.

Cosira Towers is still very new in the market and seem to have high expectations on their ability to supply towers.

Africa Cellular Towers is considering short time and even retrenchment.

There are significant quantities of towers to be manufactured even when we only look at the Power Transmission market. Recent estimates predict that up to 90,000 Tons per year would be forthcoming out of the ESKOM build program over the next 5-8 years. When you look at this in relation to the installed capacity of the South African Manufacturers, we can easily meet the demand.
Imported Towers:

Over the last 4 years thousands of tons of Power line steel has been imported from India. Rough estimates place this at about 24,000 tons. It is also becoming clear that up to 80% of the 90,000t mentioned above will be coming from India should current trends persist. 

In addition to that, about 55,000 tons of telecommunication towers previously manufactured in South Africa for the export market are now being sourced directly from China and India. These towers bypass South Africa completely and are taken from country of origin directly to the client country.
The main reason for this is price. Chinese towers can reportedly be landed in Durban at a price
 of around R10, 000/ton while Indian Towers is landed at about R12, 000/ton. Our material cost in South Africa equates to about R11, 600 per Ton and our total cost to about R15, 000 per ton. In other words, imported material is sold in South Africa at prices between 33% and 20% LESS THAN OUR COST.
On top of this, there is 0% import duty payable on these products when brought into the SADEC countries, while China and India charges an import duty for the same products should we supply into their countries from here.

The Chinese and Indian Governments assist their manufacturing facilities by paying export incentives, giving low interest long term loans and subsidizing material. 
Impact on Jobs:

If we assume that about 300 jobs per 1000 Tons per month are provided, and using the loss of market as discussed above (72,000 t + 55,000 t = 127, 000t) this means that the South African Labour Market is losing (127,000t / 12 months / 1000t x 300 jobs = 3175 job opportunities per month). This does not even include related and affected industries like the steel manufacturing, galvanizing, fastener manufacturing and transport industries!
Current Initiatives to Rectify this Situation:

Affected members of the South African Institute for Steel Construction (SAISC) have been working in a subcommittee to analyze and address this problem. In depth investigation was done to identify possible cost cutting in our own facilities and we believe that we have implemented such measures as much as possible. We are lobbying government to impose an import duty to protect our local market against cheap imports but this has not yet come to fruition.

We are also discussing better prices from material suppliers, mainly Mittal, to enable our industry to be better placed in terms of price. The fact remains that significant amounts of towers are imported into the SADEC market as well as into other countries in Africa from especially China and India.
Some of us have investigated (and even tried) importing of steel from places like Turkey to reduce our costs. At face value, Turkish steel is up to R2, 000/Ton cheaper that material from Mittal. However, after rebate from Mittal on material manufactured for export, the Turkish steel is only about R500/ton cheaper. It is also not practical to order steel from abroad because of the wide range of profiles required and the delays in delivery due to distance. The Mittal rebate is however only on material exported and do not affect the cost of material for use within the SADEC countries.
Conclusion:

In our industry we WANT to buy South African and we want to participate in job creation, improvements to our infrastructure, train people and create value for our shareholders. We comply with the ASGI-SA and CSDP requirements. We offer safe and clean working environments to our employees and pay VAT and corporate taxes on our profits. We are here with a view of a better South Africa for all. We should be the power house behind the industrialization and emancipation of Africa.

Yet we are being robbed of this opportunity by unfair foreign competition with products of unproven quality at unbeatable prices. These competitors also have a long term strategy for Africa. They are flooding our markets, killing local industry, slowing down industrialization and creating dependence until the day that they have no local competition. At that stage, they can increase their prices to whatever they want, and we will have to pay it. If we ever reach that point, damage will be irreversible.
This is one situation where industry and the unions have a common purpose and objective. We therefore would welcome the unions to join hands with us to protect our market against low cost countries where human rights and profitable business is not necessarily driving forces in their economies. Such protectionism should however still force our local industry to be cost competitive with the industrialized first world countries so that our levels of productivity and quality are not compromised in the long term.

Please note that the numbers quoted in this document are indicative and based on unofficial market information and estimates based on experience. Although not 100% accurate, the numbers do show the order of magnitude of the problem.
This document has been generated without input from the organizations mentioned and as such, they should not be held liable to unconditionally agree with the content. 
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