REGIONAL STAINLESS STEEL DEVELOPMENT INITIATIVE 

 KWAZULU-NATAL

Minutes of the committee meeting held at THE WESTVILLE HOTEL on THURSDAY, 30 MAY 2002

PRESENT

Axel Nielsen  
Metso ND Engineering
031 464 0510

Basheer Noorgat  
NMC Cookware
032 551 3300

George Whittle  
SASSDA
011 803 5610

Bruce Overall  
Coastal Manufacturing
031  563 6101

Fiona Dawson  
Columbus Stainless
011 781 0314

Gary Meaker 
HJN Training
084 563 2537

Neal Meaker  
Columbus Stainless
021 919 8010

Frank Mildenhall 
VRN Steel
031 791 0115

V.J Davis  
NDE Stainless Steel
031 700 5444

Garry Coady  
Franke Kitchens
031  450 6300

Nora Hill 
Imani-Capricorn Econ Cons
031  566 2352

APOLOGIES

Gerry Naidoo 
Africa Metal Products
031 461 4250

Mario Tripepi 
Easy Engineering
031 705 4377

Krish Pillay 
Natal Stainless Steel
031 461 3611

Joe Bischoff 
Natal Stainless Steel
031 461 3611

Dave Slater 
SASSDA
011 803 5610

Scott Houslay 
SASSDA
011 803 5610

Dave Bodill 
Stalcor
031 710 6600

Richard Vaughn  
Stalcor
031 710 6600

Don Kotze 
VRN Steel
031 791 0115

Bryan Bailey
Sugarequip
031 201 0285

Pragasen Ganasen  
Toyota
031 335 1600

Gavin Weyer 
Eurosteel
031 700 2565

Mark Osborne 
Modtech
031 461 3218

2. 
MATTERS ARISING FROM PREVIOUS MEETING

2.1. 
Whistle Blower address and contact details to be circulated 



(NH)

2.2. 
The number of page hits on our KZN web site was 2750, not 275 as per previous meetings minutes.
Our web sites success should be circulated in the regional newsletter


(NH)

2.3.  
Monthly invoices to the ten initiative members are not being received from Sassda (R750 p.m.). 
NH to check with SASSDA.
As the purpose of the KZN committee is to grow the regional industry, it was felt that this contribution should be retained in KZN and not lost in the pot. This money is to be put into a separate bank account for the KZN committee to decide on how it should be spent.
  
(NH)

2.4. 
It was raised by a supplier that the SASSDA levy raised on regional consumption of stainless is not being re-invested into  the province. It was pointed out that although SASSDA allocated a percentage to the provinces, KZN needed additional funding to get their research and growth working.

2.5. 
At the previous meeting, it was not minuted that the Fabricators want to go on a trade fair. 
(NH) NH agreed to identify a suitable show and will circulate these details to the fabricators. It was suggested that they either have a group stand or motivate TISA/CBI to have a national pavilion. It was noted that there are 2 shows in Dubai during October that may be suitable. Feedback from a member was that there were more enquiries received at this expo. in 1 day than at a 3-day expo. in Germany.









(NH) 

3. 
WESTERN CAPE CLUSTER

Neal Meaker discussed the formation of Capsec – The Cape Stainless Equipment Cluster, in respect of how it could assist KZN in developing their industry and shorten the learning curve of getting a similar cluster in KZN along a shorter learning curve. The latter point is important as we had attended a Cluster development seminar in December 2002.

As an overview, Neal referred to the statistics of international cluster developments:

The United Nations Industrial Development Organisation UN have stated:

“There is mounting evidence that clustering and networking helps small and medium enterprises to raise their competitiveness.”

 Definition of a Cluster:

“Firms and other organisations in a concentrated geographical area co-operating to common goals, establishing close linkages and working alliances to improve their collective competitiveness.”

International Clusters:

Biella, Italy – population 48’000 

· 1’300 textile firms

· 200 textile machinery firms

Udine – Italy

· 50% of Europe’s chairs are manufactured here.

· In Italy, 35 clusters have developed over 20 years.

· Employment grew higher in these clusters than the Italian average.

Dalton, USA – Population 25’000

· 174 carpet plants.

· Produce 45% of the world's carpet manufacturing capacity.

In the USA, 350 clusters:

· Employ 57% of the US workforce.

· Generate 61% of the nations output.

· Produce 78% of the nations exports.

Clusters help small companies increase their competitiveness. Most Italian companies are small in many industries but they have formed clusters to quote for large international orders.

History

Capsec was formed 4 years ago,  predominantly focusing on wine tank manufacturing. The cluster consisted of 2 larger manufacturers as well as a few smaller companies. The objective was to get into fabricated exports, initially build up our technology and its transfer between our member companies.  This information was also be used to overcome tank failures, as the industry had suffered a R2 million loss at Bergkelder due to the failure of a wine tanks legs. (A similar incident with Fibreglass tanks had resulted in them no longer being specified in this industry). In essence, the cluster was initially to be used to protect our wine tank industry from collapse, with exports to follow.

· Capsec initiated a Finite Element Analysis, which delayed their export marketing efforts until the analysis was completed. This project was not successfully managed and subsequently never finalised.

· They tried two “inward buying missions” from Israel. On the second mission, the visitors toured the wine farms and did not meet with the manufacturers. After their return, we established that their was a 6% import duty imposed on imports into Israel from S.A, though not from Europe.

· Market feedback from Algiers indicated an opportunity of  400t p.a. for the next 10 years, would be required for their wine industry.  Unfortunately, certain “back pocket pioneers” became involved in the process which precluded us from the tendering process. They then approached a few SME's who could not handle the requirements, and we decided to focus our attention further afield.

· At this stage, Capsec's chairman retired and was replaced by a manufacturer with a six-month renewable term.  Capsec started to focus.

· They subsequently proceeded with a SWOT analysis and desktop research and an effective SPF Funding Plan.

· Through the clusters Sector Partnership Fund (SPF), a request for subsidised funding was made to research the US market. Desktop Research indicated that USA would be a lucrative target market  as the Americans import a large proportion of their requirements. Research was necessary as the US product requirements needed to be established, as well as suitable distribution options. 

· Research Tenders have been received of between R200'000 and R1,4 Million, purely for researching the West Coast of the USA.  A decision on the process will be taken shortly.

· As a result of the synergistic effects of the cluster, we are developing a number of products previously imported, in some cases we now offer superior, less expensive items. We also have three possible patents for new products.

· The Napa Valley is 2½ the size of the total South African wine market. When we land orders from the USA, we will face a new set of constraints.

Cluster constraints 
Quality – Failure to address this would exclude us from future dealings in the USA.

Capacity – Once the enquiries from the USA arrive, we feel that the existing Capsec members will not be able to meet capacity requirements. It is in this area that we need to develop an agreement with other S.A. Clusters to sub contract/share orders where we experience overload.  With KZN's geographic location, spare capacity, we believe that we could form an intercluster alliance with similar manufacturers. Neal wants KZN to advise what products they can offer Capsec, specifically in the Food, Dairy and Beverage industry, i.e. tanks, process equipment, unique products and products which are deemed to have a competitive advantage 




(ALL)

Transport - The cost of the freight from S.A. to the USA could outprice low value/mass items. To circumvent this, one needs to be innovative in reducing the shipping of air, i.e.  nesting tanks within each other.

Cluster Development  Seminar 

A Cluster Development Seminar was attended by Neal in December.  The New Zealand presenter  gave details on how to develop a cluster. This could have saved Capsec much time in its embryo  stage, though much of this seminars information will be applied henceforth.  This information will be discussed with KZN as to its cluster development. 

4. SECTORAL PARTNERSHIP FUND (SPF) 

The Sector Partnership Funds objective is to promote collaborative projects that will enhance the productivity and competitiveness of the manufacturing  firms.  The fund is available to groups of five or more firms in preparation and execution of marketing and production related projects with the aim of improving competitiveness and productivity. The Fund will cover 65% of costs of projects up to a maximum of R1,5 million.

The KZN Initiative members funding may be accumulated and used to receive a matching DTI grant of 65/35 required for a SPF.  Bear in mind that no cross funding from other incentive schemes can be used in conjunction with the SPF (or other) schemes.

Capsec have used their funding to finance the attendance of foreign expos, R & D and a collaborative brochure. 

5. 
WORK PLACE CHALLENGE

This programme was initiated by Government and NEDLAC but has since been taken over by the DTI.  It consists of sectoral regional groups funded by a matching grant of 75/25 for skills training - specifically productivity.  NH has made an approach to the NPI to allow the SS industry to have a KZN sector (was a project manager for WPC furniture industry which has been concluded).  An example of the success this scheme has achieved is Webworth [Pmb], where workers now come to management with solutions, rather than problems.  Some companies report productivity increases of 25 – 30%.









(NH)

6. 
KZN WEBSITE - www.askzn.co.za
Neal Meaker reported on the upgraded KZN website. The site was changed last month and is now much more active and user-friendly.  Upgrades include:

· A more visible search option, linked to most of the popular products supplied in KZN.

· Latest Technical Information available to the public for 24/7 availability.

· Member’s area with links to DTI incentives info, company info updates live to the database. 

· New editorial added to the Right Hand Column, will be updated as members supply details.

· e-mail addresses are being modified to prevent junk mail address harvesting from the site.

· Flash Headers added to all pages, Logo updated and layout generally improved.

· Archives of all minutes from these KZN meetings.

Neal listed the rating of the site with the major search engines, being: AltaVista, 7search, Google, Looksmart, Overture, Yahoo.  In most cases, KZN has ranked well for the key phrase stainless steel.  This can be seen from the number of visitors that these search engines send to the web site.

Web stats

The web site received 3'981 page views in March 2002.  Of those 27% were from co.za, 15% .com, 12% .net and the balance from Austria/Canada/UK/Italy/ Australia/Israel. Neal will email the results to NH for publication in the newsletter, with a story on the site in Sassda's magazine.         (NM/NH)

It was felt that the KZN web site membership was not growing adequately and that it should be more actively marketed in KZN.  Fees are R600 per annum, with a R100 set up fee.  Out of the set up fee, an introductory incentive of R50 would be paid to the person who introduces a new member.
 (ALL)

7. KZN COMMITTEE

Joe has mentioned that he wants to resign as chairman because his new job was frequently taking him out of town.  Vaughn Davis proposed that a new chairman be elected.  This proposal was seconded by Fiona Dawson.  Axel Nielson was nominated as the new chairman by Vaughn Davis and seconded by Frank Mildenhall.  Axel Nielsen then took the chair.

8. 
SECTOR REPORTS

8.1. 
Fabricators

The fabricators are keen to promote themselves on a foreign trade show. The relevant trade shows are to be assimilated and circulated with a questionnaire for selection, as soon as we can.
(NM)
It was noted that there are two expo's running 10 days apart in Dubai during October – an Industrial expo, followed by an interior design expo.  Bruce Overall mentioned that feedback from attendees at this expo is that they received more enquiries in one day than three days at a similar show in Germany.

Axel Nielsen mentioned that a CD on capital equipment can be obtained from SASSDA for circulation. Neal would send a copy to Axel. 





(NM)

In addition to this, KZN need something more specific in focusing the prospective client on the activities offered by KZN, and more specifically on the participants at the planned expo's. 

It was suggested that SASSDA sponsor a PowerPoint presentation specifically on the KZN area for use at the expo.  The PowerPoint Presentation is to be cut onto a CD, using voice over to add professionalism to the standalone presentation, using someone such as  Malcolm Gooding.  The voice over cost would be about R270 per half-hour. This is to be raised at the next Sassda Main Committee meeting.
 







(NH)

Yunis mentioned that Gavin Sharpless has a book available on “How to Make Money on Shows”, which could assist members in preparing for the expo.  Sharpless also runs a one-day course on this topic. Book to be obtained from SASSDA.





 (NH)

8.2. 
Architecture Building & Construction – George Whittle

The Rooms on View show at Sandton was most successful and had good results. 

An updated sample pack (shirt pocket size) will be available in 3 weeks.  GW  to send down to NH’s office for circulation.  






       (GW/NH)

An architectural pack is being coordinated for presentations (2 months)


(GW)

8.3. 
Hollowware

A training programme was given to Custom’s officials by Franke staff.  It was felt that Customs should be aware of the prices and the manufacturing process in order to judge whether imported hollowware was priced correctly within a set of parameters or not.  This followed a spate of illegal imports where cookware and sinks were under invoiced for customs purposes (R6-00 per kg) and the balance paid to supplier in marketing fees or commissions. 

It was suggested that the Hollowware sector should pool resources in fighting these cases, as it will take continuos effort to present the issues to SARS and follow through to get action taken.  

Because of the rising cost of consumables, they contribute a greater proportion to the product than labour, (Labour contribution in sinks is only 15%) so even countries with cheap labour should be regarded with suspicion when pricing products cheaply.  It was mentioned that members must show more interest with specific ideas of reporting illegal imports. 

Small manufacturers should understand that their competition was from imports and not from the local manufacturers. 

Exports are not only driven by price or the exchange rate but are built on long term relationships. This industry consists of fragmented sub-sectors and small producers who cannot use economies of scale and do not have adequate funding to do R & D, or have the required capital for export.  Therefore, sectoral grouping was essential with transparency and trust in order to pool resources to rationalise production and expertise e.g. Marketing, is needed.  Effectively, each manufacture should focus on their respective core competencies and thereby enable themselves collaboratively to enjoy a larger share of the international pie.  This would also assist in improving the quality of products that we currently offer i.e. Local vs imported mugs, which consumers are migrating to.

There is a concern that there is no loyalty from chain store buyers towards local products.  In many instances, there is a perception that many buyers are crooked hence would rather buy from foreign manufacturers.

A cluster within this sub-sector would be the ideal starting point and it was suggested that a SWOT analysis be undertaken.  With time, the cluster, as a group could look towards the manufacture  of local consumables as well. 

The exiting KZN members need to be pulsed on the setting up of this cluster, as existing members funding will be used in developing this cluster.  Bruce felt that this would not be a problem as there would be spin of for other members from this cluster. 

Richard Vaughn should look more seriously at this proposal. Fiona Dawson offered to assist. 

(RV/FD)

8.4. 
Pipe & Tube and Automotive

There was nothing to report from this sector.

8.5. Co-operative Development Initiative


· The NPI report on consumers has been received. 

· The Electrical enclosure and consumer good report has been completed. 

· The e-business research is ongoing and expected to be ready July/Aug. 

· The project on blanks & pressings is on hold. 

· Funding of R1.175m has been approved for BEES. 

· CDI will be advertising for a manager and administrative assistant to replace Scott Houslay.

8.6. 
Welding

There are 6 welding posters available, along with welding pocket books.  Those who require can order from SASSDA. To be offered in KZN newsletter.




(NH)

8.7. 
Training

SASSDA is focusing more on practical training, with greater emphasis on using external resources to assist in training.  The Graduate training scheme is aiming to have 20 Technikons for a one-year course followed by a practical apprenticeship.

George whittle has been requested to set up a training course for Customs officials.  All are welcome to attend the meeting on next Tuesday at Sassda 3-00pm.  Training is planned to be held in Gauteng, which members questioned the logic of hosting it so far from customs KZN offices.

It was mentioned that the MERSETA funding should be accessed as contributions were mounting up and not being spent. It was suggested that SASSDA set up a training institute.

(NH)

On the 17th July a one day advanced stainless steel course will be held at the Westville Hotel, by Ken Perrol.  It will cover an overview of stainless steel and exotic materials. (No Charge)
(All)

It was requested that a presentation be given at next meeting on MERSETA by Janet Lopez (GW)

It was suggested that SASSDA take a stand on NBS show. 



(GW)

Before spending the existing funds, it was recommended that KZN set up their SPF to gain the financial leverage from DTI.  SPF forms were given to NH.




(NH)

9.    GENERAL

SASSDA Awards

NH to follow up the sub-sector representatives who were requested to encourage nominations for the awards.  It was reported that all runners-up would receive a citation, to be promoted in SASSDA's magazine.

It was suggested that all KZN members who enter, could have their product promoted on 

the KZN web site.









(NM)

DSD Export Software

DSD offer software to assist in improving paperwork in the export process.  Details were left with NH for those who are interested.

Exports Breakfast

NH to present “An Introduction to Exports” at a breakfast workshop. Ideally small companies should have a marketing company for selling to retailers.  In order to identify areas of common interest, a questionnaire would be circulated. 







(NH) 

10. NEXT MEETING 

It was recommended that future meetings be held in the 3rd week of each month.

Oliver Damm, SASSDA’s new CEO will be addressing the KZN membership on Thursday 27th June 2002 on the strategy for 2002/3 following the next committee meeting.  Time to be advised.
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