

SUMMARISED COMMENTS FROM THE SAISC ON THE

2010/12/13 INDUSTRIAL POLICY ACTION PLAN

Introduction
Following the speech in the National Assembly on IPAP2 by Dr Rob Davies, Minister of Trade and Industry, on 18 February 2010, and the publication of the full document, various discussions were initiated and comments sought from members of the SAISC (Southern African Institute of Steel Construction) and others in the construction industry.     This note serves to outline and summarise the major comments.     We hold ourselves available to provide additional clarification and or information required.   The industry is highly supportive of Industrial Policy being scaled up to achieve a comprehensive and integrated response and involvement from all government and industry players.
IPAP Objectives and Methodology
Our industry agrees with and supports the basic outline and purposes set out by the Minister. We decided to open the presentation to the Parliamentary Committee by outlining the size and scope of the steel construction industry and also to report on the substantial progress and investments already made under the framework created by IPAP to achieve the various objectives. (Please see the attached presentation made by Dr Hennie de Clercq and Kobus de Beer headed: “Impacts of Industrial Policy Action Plan on the Steel Construction Industry.”)
· Scaled up efforts to promote long term industrialisation by new investments:  The steel construction industry made capital investments during the past three years valued at some R1 000 000 000 in world class equipment and facilities.  This was coupled with increased skills development and increased employment.  The industry is a signatory to the Construction Charter and actively participates in BBBEE, ASGISA and related initiatives.
· Achieving increased industrial diversification: The industry is serving the power generation, mining, materials handling, petrochemical, transport, logistics, retailing, processing and high rise building industries.
· Achieving better competitiveness against imports: The industry has responded to all major requirements including a meaningful local content for the soccer stadiums and has achieved and is maintaining a high level of export participation.

IPAP Key Action Programmes

We support the proposed overhaul of the Preferential Procurement Policy Framework.
The following comments apply:

· Major projects should be announced and firmed up with as much lead time as possible. This was the basis of the investments made by industry to support power station build programs. Lack of certainty, such as currently experienced on the indefinite deferment of nuclear power projects and the proposed new refinery at Coega results in missed opportunities and hasty execution plans.

· A larger focus on and demand for local content is needed, coupled with a “local content preference” as a predefined percentage based on local content achieved by value.  Although the CSDP initiatives and BBBEE “hurdles” applied by ESKOM and others requires local content, this is only properly achieved where the pre-qualification and tender 
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requirements for local content are clear and positively managed.  To allow for “point matching” by domestic producers is a short term solution with short lived benefits.

· The introduction of more meaningful financial assistance interventions is welcomed as essential. Many of our competitor countries enjoy capital investment and working capital assistance.  The establishment of an EXIM Bank would materially assist SMME’s and companies trading across borders. 
· Incentives such as the EIP (Enterprise Investment Scheme) are used by the industry.  It would have been even more effective during the past three years had it been possible to introduce the incentives earlier or to backdate applications.  

· Import tariffs should be used more widely to prevent dumping and to provide a time period for South African industries to become proficient or competitive. 
· The supply of cellular masts and power pylons are examples where capable South African companies are losing sales and reducing their labour complements in the face of Indian and Chinese competition. An urgent need exists in these industries – please refer to the attached document headed “Tower Manufacturing Industry in South Africa under threat” prepared by affected industrialists setting out the position.

· The input prices for locally supplied steel have not been a constraint as shown by the low incidence of structural steel being imported (even if duty free).  The substantial growth of structural steel exported from 100 000 tons in 2006 to in excess of 200 000 tons in 2008 illustrates the point.  The local steel mills have also been exceptionally pro-active in providing capacity and facilities to meet all requirements on steel specified for power stations and in other areas.

· Skills are available or can be made available in the industry and many examples exist were people were trained for specific requirements in relatively short periods.  The industry has often in the past recruited specific skills eg specialist welders from other countries for limited periods.  The lack of skills needs almost never be a consideration when promoting local content.
· The following products should be added to the specifics mentioned by the minister: Power pylons, cellular phone masts, harbour cranes, straddle carriers and ship-to-shore cranes, stacker-reclaimers and specialist ship loaders, overhead cranes and a range of related products.  
· Close cooperation from industry is essential.  In this regard the SAISC has been registered as a UNIDO SPX Centre and is an active participant in doing profiling, benchmarking and seeking CSDP opportunities with ESKOM, Transnet, PetroSA and others.
· Industry associations perform a key part in supporting the achievement of many DTI objectives.  Some form of financial assistance to these may achieve good returns.
· The granting of import permits eg for importing all the labour, materials and equipment for a turn-key cement plant project planned at Lichtenburg could have been far more constructively managed by both government and local industry. We propose that a small task team be formed in these instances.

· Regular feedback opportunities should be created for IPAP2, thereby allowing industry and government to report on progress, identify and deal with shortcomings or opportunities. 

· The establishment of a “direct line” of communication with the Minister and his personnel to consider urgent appeals or opportunities could be considered.
· The exclusion of larger companies from participating fully in DTI export marketing assistance schemes should be reconsidered as these companies typically are able to invest in export ventures and compete internationally. This typically forms a channel for the participation of PDI’s and SMME’s.
· In response to a question regarding the availability and effect of export insurance the need for the traditional “political insurance“ has  reduced. You are however referred to the attached document headed “Incentive Ideas for the South African Construction Industry” setting out proposals to develop an insurance package for South African companies working in and outside South Africa to offset the cost and cash flow disadvantages of “Bid bonds”, “Performance bonds” and “Retention monies” or “Retention bonds” as required by most main contractors.
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