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My dear  
colleagues!

I 
was appointed CEO of NLMK Group 
by resolution of the company’s 
shareholders from March 12, 2018. 
This resolution stems from the 
successful execution of Strategy 
2017 and transition to new strategic 
objectives.

It was, and remains, a great 
honour for me to work in Oleg 

Bagrin’s team. Under Oleg’s stewardship, 
the Group has achieved the goals of 
Strategy 2017 and reclaimed its leadership 
of the Russian steel sector. It is thanks 
to these achievements we now have the 
opportunity to implement an ambitious 
development plan within the new cycle 
of our strategy. Implementation of 
projects within Strategy 2022 calls for 
the involvement of every individual 
within our team of professionals, with its 
industry-leading expertise.

It is essential the new stage of our 
development maintains the course we 
laid down in the previous stage, such as 
our focus on continuous improvement 
of business processes and ongoing 
reduction of our injury rate. These focus 
areas will always be in the forefront of 
our thinking. I believe transforming 
our company into the undisputed global 
leader in operational efficiency and 
occupational safety is a key target.

Our new strategy is a set of new 
challenges that call for an innovative and 
daring, yet reasoned response from our 
team, as well as proactive thinking and 
dedication. We will grow and develop as 
a global company, creating new products 
and introducing innovations and best 
practices into our business processes.

There are very interesting times 
ahead. The business model of industrial 
production is changing rapidly, and we 
must change along with it if we are to 
guarantee our ongoing success. We need 
to ensure that innovation management is 
an ongoing efficient process in place at 
NLMK Group facilities across the globe.

I see my mission as president and 
CEO of one of the world’s leading steel 
companies as bringing NLMK Group’s 
leadership to a new level by achieving 
our strategic objectives, increasing 
employee engagement in the continuous 
improvement process, consolidating 
and strengthening the NLMK team 
of professionals and ensuring it 
has the most favourable working 
conditions possible.

The company’s leadership creates 
new opportunities for professional 
development and career growth for each 
of us. I call on each of you to go beyond 
mere participation in the process of 
change: initiate transformation, propose 
and implement your own ideas. Rise to 
the top, take the lead! 

Yours sincerely,
Grigory Fedorishin 
 President and CeO  
Of nLMK GrOuP

1
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COMPANY NEWS

IN POSItION  
NLMK-SAP Co-Innovation Lab pilots 
3D employee positioning system

 ▶ The Lab team together with National 
Centre of Internet of Things (NCIT) have 
managed to create a system enabling real-
time tracking and analysis of employee 
positioning and equipment operating mode 
changes. The pilot system was developed 
on the basis of a complex production 
environment, for which a hot-dip galvanizing 
line at NLMK Group’s Lipetsk site was 
selected. The prototype was developed in a 
record time of just 3 months. The new solution 
was created using the SAP Cloud Platform 

PlANS  
fOr EurOPE
At a meeting of NLMK International’s 
Board of Directors, President 
and CEO of NLMK Group Grigory 
Fedorishin inspected operations 
at NLMK Clabecq and recapped the 
development priorities established 
by the team and confirmed by the 
Group’s Board of Directors.

 ▶ «Firstly, we need to increase our presence 
in the market segment of high value added 
niche products,» Grigory Fedorishin said, 
“Q&T (quenched and tempered) plate and DQ 
(direct quenching) plate account for 30% of 
NLMK Clabecq’s sales volume and deliver 60% 
of added value. Secondly, we need to further 
increase operational efficiency. We must 
improve the reliability and productivity of the 
mill, bringing it back to the levels achieved at 
this site a few years ago, and then surpassing 
them. This will lay a strong foundation for 
further development of the facility, including 
the potential for investment.”

Grigory Fedorishin expressed his 
confidence in the team at NLMK Clabecq and 
spoke highly of the Remontada project (‘big 
comeback’, taken from the Spanish), which 
aims to increase employee engagement in 
operational efficiency projects.

 ▶ The boost in captive energy generation is possible thanks to the launch of the new 60 MW 
No. 5 turbine generator unit. The company has high hopes for this generator, as not only will it 
improve the reliability of the energy supply, but also reduce energy procurement costs. Total 
investment in the project exceeded RUB 1.8 billion (~$31 million).

Sergey Chebotarev, NLMK Vice President, Energy, said: “This project enhances the safety 
and stability of the Cogeneration Plant, and reduces the operating costs for electricity and 
heat generation. This will enable us to increase the efficiency of our energy-generating 
facilities, and increase the share of in-house power generation to a record 59%.”

and RTLS-UWB positioning system, together 
with 3D imaging technology and LoRaWan 
wireless communication technology.

Elena Demyanova, NLMK Group Vice 
President, IT, said: “The employee positioning 
system is one of the first projects of the 

BE MINE
Stoilensky has begun quartzite 
mining on the Southern bank of 
the Stoilensky deposit

 ▶ The development of this site and the 
overall expansion of mining operations 
will enable a 10% increase in production 
output year-on-year to 38 million 
tonnes in 2018, covering NLMK Group’s 
growing need for iron ore. The launch 
of the pelletizing plant at Stoilensky 
and projects aimed at increasing steel 
production at the Lipetsk site create a 
greater demand for quartzite, which is 
feedstock for the beneficiation plant.

Sergey Napolskikh, General Director, 
Stoilenksy, said: “Previously, only small 
amounts of rich ore were being mined 
on the Southern bank. In line with our 
mine development plan, we dewatered 
the deposit, removed power lines from 
the mining area and stepped up stripping 
operations in 2016 - 2017. This enabled us 
to build a new loading point and proceed to 
full-scale mining. The mine development 
project includes reconstruction of the 
mine logistics scheme. The new scheme 
will enable a reduction in raw material 
delivery costs and ensure the cost 
effectiveness of quartzite mining.”

Stoilensky plans to extract more 
than 1.5 million tonnes of quartzite and 
750,000 tonnes of rich ore from the 
Southern bank in 2018.

ENgAgE turBO 
NLMK Lipetsk boosts captive  
energy generation to 59%

NLMK-SAP Co-Innovation Lab. This system 
not only helps us analyse large quantities 
of data, it also helps to prevent accidents 
in the workplace and improve operational 
efficiency. I hope that in a short time we will 
progress from pilot to full-scale roll out.”



Mr Bagrin, in 2012–2013 your teaM 
developed Strategy 2017. What WaS 
itS Main purpoSe and did itS goalS 
SeeM achievaBle?
Let's go back to where it began. Before 
Strategy 2017, NLMK Group was 
expanding rapidly, both organically and 
through acquisitions. Lipetsk was our only 
major production facility when I joined 
the Board back in 2004, with steel output 
of up to 9 million tonnes. By 2012, when I 
was elected NLMK’s CEO, we operated 19 
production sites across seven countries, 

with combined steel output close to 15 
million tonnes.  This growth strategy 
was based on just three simple ideas 
we felt would confront the challenges 
the industry sent our way:  upstream 
integration, business diversification 
and downstream operations close to 
end customers. This was the underlying 
concept behind our growth and the 
evolution of our assets’ portfolio with 
the Lipetsk site at its core: we acquired 
Stoilensky, Altai-Koks, NLMK Long Steel, 
NLMK Europe and NLMK USA. This 
explosive growth culminated with the 
launch of NLMK Kaluga in 2013. 

A knock-on effect of this rapid growth 
was a drop in efficiency exacerbated by a 
major crisis on the steel market.  We felt 
we were on the right track, investing, 
expanding and diversifying our business 
and building vertical integration.  So why 

STRATEGY 2017:

 FROM
 IDEA
TO REALITY

NLMK magazine interviews 
Oleg Bagrin, Member of NLMK 
Board of Directors, Chairman 
of the Strategic Planning 
Committee, NLMK CEO from 
2012 to 2018
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did our profitability plummet?  Why did 
NLMK generate negative cash flow in 
2011-2012?  The crisis, the challenging 
market conditions were taking their 
toll; but what was the root cause?  The 
bottom line was we were too fixated on 
growth to pay due attention to business 
fundamentals. We needed to build 
efficient processes and teams, train and 
appoint new leaders. Otherwise even 
the very best laid would come unstuck. 
So operational efficiency became the 
driving force behind Strategy 2017.  While 
our existing development logic still held 
true stemming from the structure of 
our operations, this new element was 
entirely dependent on us as a team. By 
our hand almost any facility can be made 
to operate efficiently, or to the contrary.

In 2012 we could see NLMK had 
such huge potential for gains from 
efficiency initiatives that we had no 
doubt we would deliver on our Strategy 
2017 goals. We also understood that the 
Group needed to undergo a massive 
transformation to achieve this, one 
that would transcend the production 
process and bring change to absolutely 
everything we do.

Why did the tranSforMation proceSS 
Begin in upStreaM operationS at the 
lipetSk Site, StoilenSky, and altai-kokS?
Because upstream and steelmaking 
account for around 80% of steel costs. 
They are the economic drivers behind 
the steel industry, while downstream 
yields product portfolio and market 
access opportunities.  Also, Lipetsk is 

1. Leadership in operational efficiency

2. World-class resource base

3. Leading positions in strategic markets

4. Operational safety and personnel development

STRATEGY 2017: TARGETS

By oUr Hand aLmoSt any 
faciLity can Be made
to operate efficientLy,  
or to tHe contrary

Pulverized coal injection (PCI) 
unit at the Lipetsk site

the heart of NLMK Group’s production 
chain. As well as facing its own 
challenges, it shouldered the burden of 
challenges faced by the whole Group, 
from Altai-Koks to our international 
operations. If the heart doesn’t pump 
blood, or pumps it irregularly, the whole 
chain starts to break down.

hoW did you go aBout 
tackling inefficiency?
We left no stone unturned. You can 
break any process down to its building 
blocks and reassemble it, out with the 
superfluous and in with the new. If it 
works out then you move on. When 
the desired result was achieved in the 
upstream, we turned out attention to the 
rest of the business, first to other sites 
and then functional areas.

What WaS the BiggeSt challenge 
of theSe paSt five yearS?
Convincing people changes were 
necessary and, even more importantly, 
that we could implement them. Humans 
tend to fear change, to be intimidated 
by the unknown. Imagine you’re in the 
mountains and are confronted by a 
thousand meter vertical rock-face, and 
you don’t have a clear topo of the route. 
Your first feeling will be trepidation: 
“I have no chance. I’d better get out of 
here.” This is your initial reaction and 
it’s natural, because this fear allows you 
to take control and confront any naivety 
or euphoria, as it sets some boundaries. 
Next, reasoning kicks in. You realize that 
even though the rock-face is vertical, 
there are some faults in the rock you can 
use to build a route. Then it’s down to 
technical ability and physical training, 
but these are only resources. It has 
to start in your mind: with doubt and 
anxiety brushed aside by will and reason; 
you see where you can wedge your foot or 
grab a handhold. A kilometer-long climb 
is a step by step process, which is equally 
true of everyday life and business.

8 9nlmk
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On the whole, the key factor was 
undoubtedly the team’s unwavering 
belief that we would succeed, belief in 
its own ability. We didn’t allow ourselves 
to be intimidated by technology or 
organizational decisions.

What helped you to deal With 
the difficultieS you faced? 
Teamwork and a sense of humor.

hoW did you convince your eMployeeS 
to Share your Belief in the need 
for change and to kick off the 
tranSforMation proceSS?
Change can only happen if a team has a 
common goal. Leadership, cooperation 
and support must be common values. 
Only then can the team function as one, 
and the company as a single production 
chain stretching from Altai to the USA. 
These values are incompatible with the 
hierarchies that came before, where every 
plant was like an island with its own P&L, 
its own interests, ways of doing things 
and ideas about technology. There were 
many barriers to break down and replace 
with bridges. We created functional 
areas linked by Group-wide standards in 
areas like finance, sales, procurement, 
HR, investment and HSE.  We added 
some areas too, such as controlling, risk, 
and operational efficiency. The result 
was a divisional and functional matrix, 
with clearly defined responsibilities 
for functional and divisional leaders 
as well as site managers. A lot of effort 
went into process design, cutting 
down micromanagement.  For the 
management, from CEO to the shop 
floor, we launched shared goal-setting, 
or MBO, based on the Group’s priorities, 
for example increasing efficiency. The 
game changes fundamentally when you 
understand everyone is working on a 
shared idea, rather than in the interests 
of an individual plant. Solving the Group’s 
problems begins at home. This is the idea 
behind the continuous improvement.

nlMk iS currently taking Stock of 
the reSultS of Strategy 2017. haS the 
deciSion to Back operational efficiency 
and continuouS iMproveMent paid off? 
Absolutely. Last year’s results showed 
net gains from Strategy 2017 projects 
exceeded $1 billion, with around 70% 
generated by operational efficiency 

What proved MoSt to Be  
iMportant during the execution  
of the Strategy?
Keeping on an even keel and keeping 
the faith. When doubt clouds the 
minds, then you might begin to waver 
yourself, as there are no ready answers. 
We took radical steps that often went 
against the grain of existing practices 
or conventional wisdom. The team 
held firm in its belief and its resolve 
to make NLMK better, and the results 
soon followed. For example, I recall 
discussions with Sergey Filatov and 
Konstantin Lagutin on how we could 
achieve the world’s most efficient blast 
furnace operations, and how to supply it 
with captive iron ore, without spending 
billions of dollars.  

I remember Sergey Filatov walked 
the floors explaining what productivity 
and fuel consumption our blast furnaces 
would achieve. Blast Furnace No. 7 was 
producing 8,000 tonnes per day and 
he promised 12,000. He asserted we 
could make an extra million tonnes of 
pig iron each year, while saving one 
million tonnes of coal and idling one or 
even two furnaces to boot. The initial 
reaction was disbelief, even outright 
cynicism, but today the Lipetsk site has 
the best-performing blast furnaces in 
the world. Blast Furnace No. 7 produces 
more than 12,000 tonnes per day, and 
we use 2 million tonnes less coking coal 
than in 2012.

SoLving tHe groUp’S  
proBLemS BeginS at Home.
tHiS iS tHe idea BeHind tHe 
continUoUS improvement

When Konstantin Lagutin proposed 
High Pressure Grinding Rolls (HPGR) 
at Stoilensky, people laughed at the 
idea. The technology was employed 
largely in Australia, and what little 
experience there had been in Russia 
had been unsuccessful. At the end of 
the day, iron ore concentrate output 
at Stoilensky is up by almost 2 million 
tonnes through HPGR.

Blast Furnace No. 7
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initiatives. This wasn’t driven by 
the market or anything short-term, 
this came about through structural 
transformation. We implemented over 
3,000 operational efficiency projects, a 
twelvefold increase in just five years. 
Of course, Strategy 2017 wasn’t only 
focused on operational efficiency, 
it permeated every process and 
penetrated into other areas, including 
employee development, occupational 
safety and investments.  At first, 
the emphasis of NLMK’s Production 
System was lean manufacturing that 
reduced resource consumption or 
increased productivity, and initial 
projects were mainly proposed by 
management delivering sizeable gains. 
These were ‘quick wins’. The next 
stage was scaling up the Production 
System across the Group. We needed 
to get as many employees involved 
as possible to embed continuous 
improvement into our culture, making 
it a common practice.

to What extent have you 
exhauSted the potential 
for further iMproveMent?
Efficiency is a renewable resource and 
NLMK has significant improvement 
potential. Continued growth creates new 
opportunities, and the march of progress 
contributes as well. NLMK Production 
System has only been rolled out for a 
small part of our people. Considering 
the total number of employees and 
improvement projects that have been 
offered, involvement stands at only 
about 6%. The importance of change is 
still filtering through the Group, as all 
the way to the line management and 
foremen. They too must stand up and 
be counted, as agents of change and 
as true leaders. We have a team led by 
Tatyana Averchenkova working on this 
challenge. We are also establishing 
NLMK Corporate University in pursuit 
of this goal. It will provide training for 
6,000 managers from all levels and all 
Group companies every year. 

Why ManagerS?
Social systems are fractal in nature. 
Whether a company, country, or 
school, leadership will always permeate 
through the entire system in the end. 
Organizations mirror the attitudes, 

practices, and values employed by 
its leader or leaders. It won’t happen 
overnight, it takes time for a system 
to absorb ideas and values, but you’ll 
notice the effects in a year or few. If 
a leader is passive the organization 
will pick up on it, and the opposite 
is also true.  We are demonstrating 
our commitment to this belief in the 
design of our Corporate University. 
We can’t change overnight how tens of 
thousands of employees approach their 
work, but we can change how hundreds 
or thousands of managers behave. They 
will pass on these new skills, attitudes 
and ideas to their teams. The more 
leaders we can involve in the process, 
the greater the chance of success, and 
the quicker the ‘frozen core’ will thaw 
out; those lacking the motivation, those 
who resist attempts to engage but could 
nevertheless be important conduits 
of change.  Today, the University 
is being designed primarily with 
management training in mind, but 
who knows, perhaps five years down 
the line it might open its doors to every 
employee.

allows us to simplify our organizational 
structure. In 2012, NLMK had 12-14 
management levels; while today we 
have seven between line-worker and 
CEO. We have plans to bring this down 
to five, making communication even 
faster and more direct still.  

Our new HR system lets us implement 
competency models and introduce tools 
for training and appraisals. This is vital 
to employees achieving faster career 
progression, being results-driven and 
engaging in personal development. 
Appraisals based on competency models 
and management standards help us 
understand how well an employee or 
manager is performing. Alongside 
the results from MBO, this gives us a 
rather impartial view. It is our duty to 
encourage employees that demonstrate 
strong performance and exceed the 
expectations of their role, offering 
them career growth opportunities.  A 
transparent and coherent system of 
career progression with provisions for 
both upward and lateral steps is under 
development, while human capital 
committees are being set up in all 
divisions too.

HR technology is preparing the 
ground for a more equitable social 
contract between employee and 
the organization. Employees that 
demonstrate results and strive to 
uncover their potential can be sure that 
doors will open for them.

We Began our intervieW With a queStion 
aBout Strategy 2017 and i’d like to 
return to the topic for our laSt 
queStion.  What are the key outcoMeS 
of Strategy 2017, and Which iS MoSt 
iMportant for you perSonally?
We’re currently taking stock of the 
results from five years of Strategy 
2017 execution. The Board of Directors 
will review final figures in March, 
but it is already clear all four strategic 
objectives were achieved.  We rose to the 
most important challenges of this five-
year cycle, restoring the efficiency of 
the business, achieving self-sufficiency 
in iron ore, and improving safety. 
The figures speak for themselves.  
Compared to 2012, we have increased 
steel output by 2 million tonnes, reduced 
the cost of production by 25%, doubled 
our profitability, leverage is down to 

We cannot cHange tHe 
BeHavioUr of tenS of 
tHoUSandS of empLoyeeS 
overnigHt, BUt We can 
cHange tHe BeHavioUr of 
HUndredS or tHoUSandS 
of tHeir managerS

you frequently diScuSS increaSing 
Motivation and engageMent of 
ManagerS and eMployeeS, But 
hoW can thiS Be achieved?
HR technologies makes a reality of what 
we could have only dreamed about in 
the past. We can perform rapid analysis 
and modeling of the entire organization. 
Our new IT system lets us to take a closer 
look at any of our 50,000 employees, 
individually or grouped according to 
criteria like position, site, profession, 
skillset and so on.  This coordinate grid 

'Safety culture development' Corporate 
University module training at the Lipetsk site

Participants of the'Safety culture development' 
Corporate University module training at the Lipetsk site
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a minimum, and the injury rate has 
dropped by 50%. Company profits in 2017 
reached a post-2008 high. Our results 
for 2017 showed net gains from Strategy 
2017 projects exceeded our $1 billion 
objective. We will see further gains of 
about $200 million during 2018 driven by 
recently completed investment projects, 
including Stoilensky pelletizing plant 
and integration of PCI technology at 
Lipetsk’s BF Shop #2 .  

We have kept every promise we 
made to the shareholders and even went 
beyond. This enabled NLMK to restore 
shareholder trust, which is vital as that 
ultimately is what public companies are 
competing for. NLMK has regained its 
leadership among Russian steelmakers 
in market value terms as a result. 

The most important outcome of 
Strategy 2017 for me personally is 
clearly the breakthrough in the quality 
of our processes and our teams. As I’ve 
mentioned, this is prerequisite to the 
execution of any strategy. We boosted 
the attention we devoted to developing 
our people, we became closer-knit 
and more confident in our abilities, 
displaying managerial daring and grit. 

We have become a single team, and 
proven ourselves capable of rising to 
any challenge, no matter how complex. 

2018 sees the beginning of a new 
five-year strategic cycle. NLMK’s 
technology, the quality of our team, 
the scale of our business and, most 
importantly, the unique potential for 
growth and efficiency our company 
enjoys within the steel industry will 
open up a multitude of opportunities. 
After these past five years, our team 
today has the right, the duty even, to set 
more ambitious goals than ever before.  
I’m sure we’ll still achieve them!

the neW edition of nlMk Magazine Will 
Be out Soon – find it in the office of your 
nlMk group coMpany. 

We Have kept every promiSe 
We made to tHe SHareHoLderS 
and even Went Beyond

Oleg Bagrin and Grigory Fedorishin 
on top of Mt. Kilimanjaro

Strategy 2017 reSULtS
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InfographIc: ThE Dna of nLMK

2013

 � Transition to divisional 
and functional model 
of management and 
collaboration. Reinforcement 
of unified international 
production chain.

 � Re-engineering of 
occupational and industrial 
safety system. By 2017: Injury 
rate reduced by 40%.

 � Implementation of 
Production System. More than 
3,000 operational efficiency 
projects. $645 million over 
5 years.

 � Launch of NLMK Kaluga 
plant. Billet production 
capacity increases by 1.3 m t, 
long products by 900,000 t.

2012 

 � Rolling mill upgraded at 
NLMK DanSteel. 4.2 m thick 
plate produced for wind 
turbines and shipbuilding in 
Northern Europe.

 � Program to improve 
efficiency of NLMK Europe 
Strip. Business returns to 
profitability. 
In 2013: SOGEPA – strategic 
shareholder in NLMK Belgium 
Holdings. 
In 2015: SOGEPA’s stake 
increases from 20.5% to 49%.

2006 

 � NLMK Group acquires 
shares in rolling plants and 
service centers in the USA, 
Belgium, Denmark, Italy, and 
France. These subsequently 
become the NLMK USA and 
NLMK Europe divisions.

 � VIZ-Steel purchased. The 
world’s leading and Russia’s 
only producer of grain-
oriented steel.

2010 

 � Mill 150 launched at NLMK 
Ural in Berezovsky. Rebar and 
wire rod production capacity 
increases to 1 m t. NLMK Ural 
capacity increases to 2 m t of 
long products.

2004 

 � Stoilensky and Altai-Koks 
acquired. Fifth coke-oven 
battery complex built. Own 
ore used in NLMK furnaces.

2008 

 � New 300-tonne BOF, new 
ladle furnace and degasser 
facilities, overhaul of off-gas 
ducts at the Lipetsk site. 
Steel production increased 
to 4 mtpa. 
In 2013: Steel production 
capacity reaches 12.4 m t.

2001

 � HDGs 2, 3, and PPL 2 
launched at the Lipetsk site. 
Galvanized and pre-painted 
steel production capacity 
doubled.
Since 2006: Russian leader in 
pre-painted steel production 
capacities.

2002

 � CCM 4 and pig iron 
desulfurization units 
launched at the Lipetsk site. 
Increase in BOF capacities and 
new product mix.

2007

 � Single production chain 
established between Lipetsk, 
European, and American sites. 
Rolling capacity increases. 
In 2012: Rolling capacity 
increases to 14 m t.

 � Ural companies purchased. 
These subsequently become 
part of NLMK Russia Long 
Products. Leading player on 
the Russian long steel and 
scrap collection markets. 
Output: 2 m t of steel, 1 m t 
of long products, 0.5 m t of 
metalware, processes up to 3 
m t of scrap.

2011 

 � National Laminations 
service center for cutting and 
processing grain-oriented 
steel purchased in India. 
Direct access to end-product 
consumers in this market.

 � Launch of recovery 
cogeneration plant for 
generating electricity and 
heat from associated gas 
from Blast Furnace No. 7. 54% 
self-sufficiency in energy.

 � Launch of 4th section of 
Stoilensky beneficiation 
plant. Iron ore fines 
production capacity increases 
by 2 m t.

 � Blast Furnace No. 7 
launched at the Lipetsk site. 
Pig iron production capacity 
increases by 4.2 mtpa.

 � New quenching and 
tempering line for abrasion-
resistant and high-strength 
thick plate at NLMK Clabecq. 
Production of Quard and 
Quend steels.

2009 

 � Closed-loop water cycle 
at the Lipetsk site. Water 
consumption reduced, 
discharge into R. Voronezh 
halted.

 � HDG 4 and PPL 3 built at 
the Lipetsk site. Product mix 
increased and production of 
hot-rolled steel increased by 
300,000 tpa, pre-painted steel 
by 200,000 tpa.

2005

 � IPO on the London 
Stock Exchange. Business 
transparency improved.

2014 

 � Quard and Quend sales office 
opens in Brazil. Sales markets 
for high value added products 
expand.
In 2015: Supplies to Russia begin. 
In 2017: Trading company opened 
in Turkey.

 � Capital Markets Day 2014 in 
London. Priorities and objectives 
of Strategy 2017 announced.

 � Environmental Program 2020. 
Investments exceed RUB 10 billion 
(~$172.4 million).

2015 

 � Strategic partnership with 
OMK extended. Production 
and supply of slabs for large-
diameter pipes continued.

 � Upgrading of press 
equipment and new 
manipulator at NLMK Verona. 
Production of forging ingots 
and plates localized. Quality 
improved, production costs 
reduced.

 � Technical maintenance of 
BOF production at the Lipetsk 
site outsourced to SMS Group. 
Reliability and efficiency 
of steelmaking equipment 
improved.

 � Capital Markets Day 
2015. New dividend policy 
announced. Quarterly 
payments to shareholders 
in line with profitability and 
company debt level.

 � Gas supplied by NOVATEK. 
Energy supply optimized.

2016

 � HDG-1 at the Lipetsk site 
upgraded, HDG-2 at Sharon 
Coating restarted. Hot-dip 
galvanizing capacity increased 
to 1.8 m t.

 � High Pressure Grinding 
Rolls (HPGR) introduced 
at Stoilensky. Production 
capacity increased to 16 m t 
of iron ore fines.

 � New stage of 
implementation for 
Production System. 
Development of continuous 
improvement culture and 
increase in staff engagement.

 � NLMK wins ‘Industry 
Leadership Award for Steel’ at 
Platts Global Metals Awards.

 � Stoilensky pelletizing 
plant launched. BF production 
fully supplied by all types of 
captive iron ore.

 � Complex featuring two top 
pressure recovery turbines 
at the Lipetsk site. 40 MW of 
electricity provided by excess 
blast furnace gas pressure.

2017 

 � Co-Innovations Lab 
with SAP. Development of 
innovative IT solutions for 
the steel industry.

 � Implementation of 
pulverized coal injection (PCI) 
technology at the Lipetsk site. 
90% of blast furnace capacity 
covered. Coke consumption 
reduced by 30%, natural gas 
consumption by 50%.

 � Construction of 
briquetting plant begins at 
the Lipetsk site. Feedstock 
for blast furnaces from blast 
furnace production waste. 
Production cost of pig iron 
and environmental impact 
both reduced.

 � Construction of Corporate 
University in Lipetsk.

2000-2007 2008-2012 2013-2017

KEy projEcTs froM ThE coMpany’s sTraTEgIc DEvELopMEnT cycLEs

 �  Development of proDuction, 
new proDucts, anD markets

 �  Development of 
resource base

 �  improvement in  
operational efficiency

 �  sustainable Development: 
people, the environment, 
anD workplace safety



The NLMK Group management 
team met in Moscow to 
take stock of Strategy 2017, 
and to designate areas for 
development over the course 
of the next five years.

O
leg Bagrin announced to the 
assembled team that all of the 
objectives have been achieved. 
He recalled  recalled that 
long-term planning had been 
essential during development 
of the Strategy due to the 
quite challenging situation 
in which NLMK found itself 

at the starting point in 2012–2013 
when, in the space of the preceding 
four years, profitability had shrunk 
from 30% to 11%. During this time, 
the company had financed major 
technical upgrades, resulting in a 
significant increase in debt load, 
which in the middle of 2013 was more 
than double EBITDA. A reaction from 
the market was inevitable, and NLMK 
Group, which had for a long time 
held the lead among Russian steel 
companies in capitalization terms, 
fell to second position in 2014.

It was amid these difficult 
conditions that the Strategy 2017 
objectives were formulated. Three 
of these were financial: to be first in 
efficiency, to develop our resource 
base, and to lead the way in strategic 
markets, and one was non-financial: 
to be ahead of the pack in sustainable 
development, which encompasses 
environmental issues, production 
safety, and human capital. “Not only 
did we state these as our objectives, 

Tatyana Averchenkova related how 
the operational efficiency team had 
begun the strategic cycle with two 
optimization programs which were 
only just ready to go, and aimed 
primarily at management. It was hard 
to envisage at the time that, by the end 
of 2017, the financial gains realized 
by this area would stand at almost 

we also quantified them. Judging 
from the results at the end of 2017, 
we can conclude that the net gains 
of Strategy 2017 will exceed its target 
of USD 1 billion,” Oleg Bagrin said. 
“Our non-financial objectives have 
also been successfully met, our 
biggest achievement being a 47% 
reduction in the injury rate compared 
to 2013. As a result, the company has 
regained its leading position in the 
Russian steel industry.”

Following Mr. Bagrin’s address, 
each of the heads of NLMK Group’s 
key strategic areas presented their 
respective outcomes.

The main driver behind the economic 
impact achieved by NLMK Group 
over the last five years has been 
operational efficiency – an area that 
was only fully established during the 
Strategy 2017 period. Vice President 

A repOrt frOm 
the pivOtAl 
StrAtegy 2017 
SeSSiOnSTRATEGIc SESSIOn
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twice the initial target, that instead of 
the 710 projects planned, 3,050 would 
have been successfully completed, 
most of which were developed “from 
the bottom up,” and that thousands 
of people at all levels of the company 
would be involved in a process of 
continuous improvement.

Tatyana explained how the team 
had gradually learned how to deal 
with many so-called “sacred cows” 
– barriers, often psychological in 
nature, which were holding back 
the company’s development. The 
prospects of operational efficiency 
are associated with a new stage in the 
development of the NLMK Production 
System, which should encompass all 
Group enterprises and instill a culture 
of engagement and teamwork. Only 
as a team can we overcome the fear 

that arises when we face an objective 
which at first sight appears impossible 
to achieve, and together attempt to 
find ways to tackle it. The Leader 
Standard Work, a practice which has 
already proven effective at NLMK 
Kaluga, will also be rolled out across 
the company, enabling us to make a 
transition from leaders as experts to 
leaders as trainers. It is also vital, in 
Tatyana’s view, for as many employees 
as possible to see end-to-end 
processes at the company in full, as 
the majority of potential losses do not 
occur in individual functional areas, 
but at the point where functional 
areas interface. Last but not least, we 
must all work together to make the 
transition from a “sell and approve” 
model to a “co-create and build” model 
in the NLMK Production System.

Konstantin Lagutin talked about the 
major investment projects under 
Strategy 2017. In terms of developing 
NLMK Group’s resource base, the 
company faced the challenge of 
achieving 100% self-sufficiency in 
iron ore. In order for this target 
to be attainable, it was essential 
to increase ore production and 
processing volumes at Stoilensky, 
in addition to cutting consumption 
of costly resources at the Lipetsk 
site. Konstantin Lagutin highlighted 
the key projects that contributed 
to realizing this objective: the 
construction of a pelletizing plant 
and accompanying thickening 
unit, and the upgrading of the four 
sections of the beneficiation plant 
and integration of new High Pressure 

very beginning we set out on a path 
to create a unified, centralized HR 
service. This required a complete 
transformation of our approach to 
human resources and the recruitment 
of many new employees and managers. 
The reorganization was a success: all 
companies within the Group now have a 
maximum of seven management levels. 
Hundreds of different job titles have 
been reduced to no more than forty. 
An HR business partner institute has 
been created, and continues to evolve. 
An important tool to have emerged in 
the area of talent development is that 
of career committees, which engage 
in a detailed evaluation of professional 
competences and draw up individual 
career development plans. A talent 
pool for the first five management 
levels will be fully established by the 
end of 2018. Seven hundred employees 
from different functional areas of 
the company have been involved in 
our reengineering project, which has 
already had a significant economic 
impact. Workforce productivity has 
risen much more quickly than staff 
costs, while the average salary of 
employees has also increased – an 
important factor in motivating staff 
to engage in future development. At 
the next stage, the HR function needs 
to become an active part of the NLMK 
Production System in order to unlock 
the potential of our employees and 
help instill a culture of continuous 
improvement.

Stanislav Tsyrlin highlighted 
the creation of NLMK’s Corporate 
University in 2017 as a key advantage 
from the point of view of human 
capital, since the main objective of 

in the fUtUre we will need 
tO Switch OUr fOcUS tO 
qUAlity, tArgeted SAleS 
in SmAller ShipmentS

Grinding Roll technology. Pulverized 
coal injection facilities were built in 
order to reduce consumption of costly 
coke and gas. A crushing and sorting 
plant for processing steelmaking slag 
was also opened, and construction 
of a briquetting plant is set to be 
completed next year.

The gains that these projects 
have already achieved indicate that 
the investment program to develop 
the company’s raw material base 
has been successfully fulfilled. In 
the next strategic cycle, Konstantin 
Lagutin is calling for NLMK Group 
to focus not only on increasing ore 
production volumes, but also on the 
quality of production, and for project 
management standards, which 
are rightly described as the best in 
Russian steelmaking, to be applied 
throughout the Group, including at 
its international sites.

The results achieved by NLMK Group 
in sales were less unambiguous in 
nature. As Ilya Guschin reported in 
his address to the team, we exceeded 
our target for sales volumes, primarily 
due to successes on the American and 
European markets, but the resulting 
financial effect failed to match the 
figures set out in the Strategy. This was 
largely connected with a contraction 
in the Russian market caused by 
macroeconomic factors which had an 
impact on investment opportunities, 
population incomes, and, as a result, 
the construction business, to which we 
supply the majority of our products. 
Nonetheless, taking into account the 
total number of contracts concluded by 

NLMK Group sales team over the five-
year period, we can see that an average 
of 100 deals were made each day. Sales 
volumes at this level meant that it 
was possible to maintain production 
capacity utilization in Russia, which 
in turn partly contributed to the 
attainment of such strong performance 
in terms of operational efficiency. And 
even though Russian sales fell short of 
forecasts, NLMK Group still achieved 
an increased market share in all key 
product groups.

The past strategic cycle has seen 
the formation of a strong sales team 
representing the interests not of 
disparate sites, as was previously the 
case, but of the Group as a whole. We 
also succeeded in developing our sales 
channels: now, NLMK does not only 
work primarily with distributors, it 
also has an active presence in direct 
retail sales. And if, in recent times, 
we have concentrated our efforts on 
increasing sales volume, in the future 
we will need to switch our focus to 

quality, targeted sales in smaller 
shipments. It is also essential that 
we promote the digitalization of our 
operations. Ilya Guschin has high 
hopes for a major project to create 
an operational calendar scheduling 
system that will make it possible to put 
an order from a client into production 
as soon as it arrives by automatically 
planning capacity utilization.

Stanislav Tsyrlin discussed the HR 
strategy outcomes. This was a strategy 
based on four key goals: developing 
our people and providing them with 
the best possible career opportunities, 
controlling costs while increasing 
workforce productivity, employing 
the latest HR practices, and working 
closely with the business. From the 

20 21nlmk

StrAtegy 2017: the reSUltS



the University is to transfer not only 
experience, but also its own kind of 
DNA – the cultural component of our 
company. It is significant that the 
organization of this strategic session 
was undertaken in its entirety by the 
Corporate University, no external 
contractors or consultants were 
involved.

One extremely important topic, which 
was discussed in a separate, dedicated 
session, was the improvement of 
occupational and industrial safety. 
NLMK Group Vice President for 
Occupational Health and Safety and 
the Environment Viktor Togobetsky 
explained how processes within this 
functional area had been restructured 
in a bid to make the company one of 
the world’s safest. By the end of 2017 
it was already clear that the company 
had achieved results in line with the 
best global practices by reducing the 
occupational injury rate at Russian 
assets to no more than 0.6 lost time 
injuries per million man hours worked. 
With the help of new tools we have 
succeeded in engaging people in 
occupational safety and in developing 
a safety culture. During the period 
from 2013 to 2016 we more than halved 
the injury rate by all parameters and 
across all divisions. However, 2017 
proved a less successful year in this 
respect: the number of incidents 
rose, and the consequences were 
unfortunately grave, affecting both our 
employees and our contractors.

Parallels between how to deal 
with risks at production sites and 
how mountain climbers avoid danger 
were drawn by invited speaker 
Andrey Volkov, Scientific Director of 
the Moscow School of Management 
SKOLKOVO and President of the 
Russian Federation of Mountain 
Climbing.

He shared several examples from 
personal experience of when his 
group had found themselves in a 
critical situation in the mountains. 
As a rule, these situations occurred 
primarily because the climbers 
had failed to make an independent 
assessment of the risks at hand, 
instead relying, for example, on 
information from the previous group, 
stopping to spend the night in a 
potentially dangerous place, and in 
this way placing the responsibility 
for their decisions on other people. 
In Andrey Volkov’s view, efforts to 
reduce risk levels should be made 
in three areas: training to instill 

automatic reactions in standard 
situations, careful assessment 
of possible risks and analysis of 
successfully avoided dangers, and 
development of human capital 
(health, qualifications, and group 
communication skills).

All participants in the session were 
invited to identify difficult issues in 
occupational health and safety before 
breaking into groups to come up with 
possible solutions.

Summing up the results of the 
discussion, Oleg Bagrin thanked 
everyone for their engagement and 
thought-provoking proposals. All were 
listened to, and many will be included 
in the occupational and industrial 
safety improvement program that will 
form part of Strategy 2022. Mr. Bagrin  
stressed that it will be impossible to 
transform the situation until every 
manager is aware of the extent of their 
personal involvement in addressing 
occupational health and safety issues, 
can gauge the level of risk and danger 
on-site based on their own personal 
experience, and changes their attitude 
towards these problems. He called 
upon all present to make it their 
personal responsibility to increase 
safety levels in their part of the 
production process and in their own 
area of activity. 

Ongoing work on the upcoming 
Strategy 2022 is in its final stages. 
Grigory Fedorishin invited Group 
managers to think about which key 
areas should determine the direction 
of the company’s development in the 
future. A team under his leadership 
has already spent over a year working 
on ways of organizing the strategic 
process based on the “bottom-up” 
principle, conducting strategic 
sessions with Group divisions and 
functional areas, and analyzing key 
markets and products. “We have 
developed a large portfolio of ideas 
and projects which, in my view, should 
be sufficient for the next five years 
and beyond,” Grigory Fedorishin said. 
“I would say that we have already laid 
the groundwork for Strategy 2030.” 
Even though Strategy 2022 won’t be 
officially presented until after it has 

been approved – in mid-2018 – the 
project has already taken shape and 
is supported by figures and economic 
indicators.

“NLMK Group represents 
a combination of competitive 
advantages, and this is a unique 
platform that we would like to 
preserve,” Grigory Fedorishin said. 
“Another of our qualities is the 
sustainability of our business model. 
The fact that it has been possible to 
realize the objectives of the previous 
strategy in spite of such extreme 
changes in the market over the course 
of the last five years is a testament 
to the quality of our assets and to the 
quality of our team in sustainability 
terms.”

Four key areas for development 
have been provisionally specified: 
high-efficiency production and 
processes, a world-class sales 
portfolio, further cementing of our 
powerful advantage in terms of the 
production cost of our steel, and 
leadership in sustainable development 
and safety – this is the same goal 

that we set for the present five-year 
period, and it will be transferred 
unaltered into the next strategy. 
“We have established benchmarks 
for our company

in different areas that reflect 
our best shape – the way that we 
have performed in our best months. 
Consequently, we know that this shape 
is attainable: whether it relates to 
our consumption rates, productivity, 
or maintenance downtime. We 
have discussed this with everybody 
responsible for these processes. 
These targets have not been imposed 
from above – every manager has 
acknowledged that they can be met. 
It will be hard, because it’s difficult to 
stay in top form all of the time, but it 
can be achieved,” Grigory added.

In order to achieve our goals in 
these areas, we have decided to use 
three sets of tools available to us: 
operational efficiency, investment 
growth, and innovation. “While the 
first two are well known to us, the 
third, innovation, is the newest and 
most challenging area. We have 
seen the emergence of all kinds 
of innovations: Sergey Likharev’s 
integrated supply chain management 
program, the scheduler for production 
and sales discussed by Ilya Guschin, 
Dmitry Kolesov’s maintenance 
management system, developments 
in distribution, a new sales channels 
service, and product and digital 
innovations,” Grigory pointed out.

A separate discussion was devoted to 
digital innovation. “The IT landscape 
at NLMK Group is changing,” was 
Grigory Fedorishin’s characterization 
of this process. Entire “innovation 
clusters” have emerged: a Data 
Analysis and Modeling Directorate, 
an NLMK-SAP Co-Innovation Lab, 

it’S difficUlt tO StAy in
tOp fOrm All Of the time,
bUt it cAn be Achieved

with the help Of new  
tOOlS, we hAve SUcceeded 
in engAging peOple in 
OccUpAtiOnAl SAfety  
And in develOping  
A SAfety cUltUre.
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and a Modeling Center under NLMK 
Group Vice President for Research 
and Development Bruno De Cooman. 
Numerous functional areas have 
likewise seen plenty of digital 
innovation in recent times. In finance, 
for example, employees have started 
to work with predictive models and 
automated routine processes. Digital 
development is not following a path 
dictated from the top; it is based 
on initiatives originating in the 
company’s subdivisions.

As part of the session, Co-Innovation 
Lab Head Kirill Sukovykh gave a talk 
on “financial robots.” The Lab itself is a 
project that NLMK has been developing

for over six months now in 
collaboration with IT company SAP. 
NLMK was the only company with 
whom SAP were prepared to work in 
a partnership of this kind. The first 
two ideas that our developers worked 
on this year were in the currently 
promising field of machine learning. 
Kirill and his colleagues succeeded in 
teaching computer models to compare 
invoices with bank statements. In a 
very similar vein, a project to forecast 
cash flow was adopted for NLMK 
Group’s finance team. After analyzing 
historical data on how counterparties 
had paid in the previous period, the 
computer was able to predict with 
80% accuracy when a counterparty 
would pay their next invoice. A 
third idea was based on the popular 
concept of the Internet of Things. A 
positioning system for staff working 
on hot-dip galvanizing line No.1 was 
developed, enabling real-time tracking 
and featuring an imaging system 
employing a 3D model of the facility.

NLMK Group Director for Data 
Analysis and Modeling Andzhey 
Arshavskiy spoke about the first 
projects undertaken by his team. 
Together with representatives from 
the operational efficiency team, more 
than 50 initiatives were gathered 
at workshops conducted at various 
NLMK Group sites. Of these, ten 
were selected for implementation in 
2018. The total economic gain from 
these projects could be in the region 
of RUB 3 billion (~$51.7 million). 
In particular, there are plans to 
use modeling to reduce natural gas 
consumption by 5% at the Lipetsk 
site cogeneration plant. Other 
projects include efforts to use less 
ferroalloys for BOF operations, to 
reduce the incidence of the “cobbles” 
defect identified in the cold-rolled 
and coated flats shop, and to cut 
costs on the production of coke 
at Altai-Koks by optimizing grain 
size composition.

their ideas. The full transformation 
of NLMK Group into a digital giant 
remains some way off, however. 
Indeed, the company presently faces 
a different challenge. As underlined 
at the session, digital transformation 
is not a goal, but rather a tool for 
achieving the ambitious targets that 
NLMK Group has set itself.

Significant innovative changes lie 
ahead for NLMK’s logistics function, 
too. Vice President for Logistics Sergey 
Likharev reported that in 2017, the 
volume of freight handled by NLMK 
Group stood at 72 million tonnes. 
He also pointed out that, as he was 
addressing the session, 140 trains and 
15 ships were transporting NLMK 
cargo. Cost optimization, work to 

reduce the accumulation of stocks 
in the supply chain, and intra-group 
coordination were all identified as 
processes where significant results 
had already been achieved. In order 
to progress to the next level, a deeper 
integration with strategic partners 
and the implementation of an 
integrated supply chain management 
system was required.

A management delegation from 
partner group UCLH was invited to 
the strategic session to discuss this 
project. Representatives from Freight 
One, which specializes in railway 
transportation, and transport holding 
T. A. Management, which specializes 
in maritime cargo transportation and 
port terminal management, spoke 
about the specifics of their businesses. 
Session participants then formed 

NLMK Board member Stanislav 
Shekshnia devoted his session address 
to the themes of leadership and joint 
teamwork to tackle the challenges 
faced by the company. He noted that 
the company’s management team had 
increased in size since the last strategic 
cycle. “Five years ago, the team was 
made up of individuals who were very 
highly qualified in what they did, but 
who had quite significant difficulties 
in working together. They were really 
managers of their own functional 
areas rather than managers of the 
company. Now, though, I see a team of 
people who manage the company, and 
who manage it in the fullest sense of 
the word, assuming responsibility for 
the organization and making decisions. 
The team has become younger and 
more diverse, and it’s great to see our 
international companies represented.” 

At the conclusion of the meeting, 
Oleg Bagrin presented data from 
a survey conducted at the outset 
of Strategy 2017. The results show 
that the team that embarked on the 
Strategy believed its chances of success 
stood at approximately 70%. “There 
were dissidents who didn’t believe 
in anything at all – there must have 
been only one person who had 100% 
confidence,” Mr. Bagrin joked. He also 
emphasized that, in the common cause 
of realizing Strategy 2017, it was not just 
the contribution of individual people 
that was important, but above all the 
contribution of the team that our large, 
international company represents: “I’m 
extremely grateful to my team for this 
contribution, and most importantly 
for your engagement and for your 
capacity to rethink and to sacrifice 
some principles and convictions 
which were perhaps mistaken. The 
willingness to rethink, the willingness 
to change – these are the qualities for 
which I’d like to thank you the most. 
The most important outcome of this 
Strategy is that it is not about the 
past, but about the future; we have 
succeeded in creating the best team in 
the steel industry, without dissidents or 
skeptics, which will continue, calmly 
and confidently, to move forward. 
This is the most important outcome 
of our Strategy.” 

nlmK grOUp hAS been 
develOping A pArtnerShip 
with glObAl it firm SAp 
fOr Over Six mOnthS

Summing up on the topic of digital 
innovation, Grigory Fedorishin 
noted that at this stage, each of the 
structures presented is very much 
in need of internal clients, and 
invited colleagues from the various 
subdivisions to contact them with 

groups to discuss opportunities for 
synergy with logistics partners. The 
best ideas proposed by NLMK Group 
team leaders will be studied in detail 
and integrated into Strategy 2022, 
which is presently being put together.
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The currenT sTraTegic cycle is only 
jusT drawing To an end, and The goals 
of sTraTegy 2017 are close To being 
fulfilled. whaT, in your view, are iTs 
key ouTcomes?
I can single out two in particular: an 
internal and an external one. The first 

is that efficiency has become a part 
not only of NLMK Group’s strategy, but 
also of its culture. Engaging people at 
numerous different levels has yielded 
thousands of projects and initiatives. 
It has also changed their attitudes 
towards their own performance, 
and to the Company’s performance. 
People are eager to do something; 
to make a change and improve 
things. It’s not just about efficiency 
in economic terms. These engaged 
individuals are having a very direct 
impact, for example, on occupational 

safety. The result is that, within the 
five-year period that we are currently 
wrapping up, the balance between 
those factors which are manageable 
and those which are not has clearly 
shifted in favor of the former.

There has been an external change 
too, in the form of a significant increase 
in the Company’s competitiveness. 
This has improved in all aspects: the 
efficiency of production and processes, 
the qualifications of our employees 
and management, our product 
portfolio and quality, and our financial 
situation and stability. These structural 
changes are the foundation on which 
we will implement the next stage 
of our strategy.

whaT are The ouTcomes of sTraTegy 2017 
for you on a personal level? how have 
you changed during This Time?
Everything I’ve said above can be 
applied to me personally in equal 
measure. It’s a shift in the balance 
between the manageable and the 
unmanageable, accompanied by 
a sense of just how much you can 
change, and build on an already very 
strong platform – all of this has come 
about in the space of the last five years. 
And for me, the Company is a place 
where these kinds of positive changes 
and professional growth can happen.

is There a sense ThaT The poTenTial 
of The company and iTs sTaff has 
increased? or have we simply gained 
a beTTer undersTanding of ourselves 
and our capabiliTies?
I’d have to say it’s the second. You 
know, it’s like when a child learns 
something, develops and starts 
achieving ever more impressive 
results. But the child in this case – 
that is, the company – was gifted to 
start with, and we’ve simply learned 
to find a common language, to 
understand its potential and how we 
can help it develop better.

how difficulT is iT To make changes in 
a company as big as nlmk group?
Change is never easy. In Jim Collins’ 
book Good to Great, he compares 
change to a flywheel which is very 
heavy and takes a long time to get 
turning. But once it starts turning, 

it gains inertia, and this makes it 
difficult to stop. Over these last five 
years I’ve observed this flywheel in 
action at NLMK Group. To begin with, 
it stalled; not many people understood 
why all this change was necessary, 
and whether it was even possible. But 
at some point a feeling emerged that 
that was it: the right course had been 
chosen, and it was already too late to 
alter it, even if you wanted to.

NLMK Group President 
Grigory Fedorishin on 
whether it’s time to start 
talking about Strategy 2030...A GLIMpSE 

InTO ThE 
FuTuRE

Digital technologies aren’t 
a goal in themselves, 
but a tool to be useD in 
combination with others

whaT “recipe” for achieving 
resulTs have we developed over 
The course of sTraTegy 2017?
I’d say there are three ingredients 
for success. Firstly, you need clear, 
quantifiable goals. It’s very hard 
to change anything if you don’t 
understand exactly what it is that 
you want to achieve. The second 
ingredient would be persistence and 
consistency. Herman Gref has said 
that it’s much more important to 
make a small amount of consistent 
progress in all directions than it is 
to make a few sharp and isolated 
breakthroughs across the front line. 
It’s more important to slowly, gradually 
move the entire organization across its 
boundaries in the necessary direction. 
The third is engagement. A small 
group of people find it difficult to cope 
with change. Major changes are only 
possible when lots of people who want 
to participate are engaged.

whaT levers are available 
To help engage people?
Employees need to be able to see 
themselves in these changes, and to 
understand what they will mean for 
them personally. I also believe that 
people by their very nature want to do 
work that interests them, do it well, 
and gain a sense of satisfaction from 
their achievements. This is such a 
strong driving force that, if you can 
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get a hold of it and find a balance 
between the employee’s interests and 
those of the company, then you’re 
already there. The most important 
thing is for somebody to be able to see 
the point of what they are doing and 
the results of their work.

whaT have you noT succeeded 
in doing as you had hoped during 
This five-year period?
There’s a way of answering 
the question “Do you have any 
shortcomings?” that goes along the 
lines “Yes, I only know two foreign 
languages.” I’ll try to answer in 
a similarly positive fashion. This 
five-year horizon isn’t our only 
chance to get things done. There 
are opportunities that are simply 
being pushed ahead into the future, 
and in the meantime there’s useful 
experience to be gained.

For example, we had planned more 
aggressive development within Russia, 
including with respect to premium 
products. This had to be postponed 
against the background of a weak 
market. In the next strategic cycle, 
if we see growth again, then we’ll 
return to this objective. Russia is our 
“domestic” market, and strengthening 
the Сompany’s position on it will 
always be a priority. All in all, we 
viewed growth very cautiously at the 
early stage of the strategy:

the Company wasn’t in the best 
shape by 2013, and market conditions 
were also negative. That’s why we 
focused on growth from gains in 
operational efficiency.

At the same time, we have 
accumulated a significant portfolio of 
projects that we will be able to return 
to when the conditions are right – we 
call these “postponed opportunities.”

whaT objecTives will The upcoming 
sTraTegy 2022 inheriT from The 
currenT sTraTegic cycle?
Emulating best practices in the field 
of occupational health and safety 
will undoubtedly continue to be an 
independent strategic objective. This 
is a system that demands constant 
attention and updating. We are 
presently thinking about how to 
perfect it further.

new management skills, and changes 
to team relationships. Over the course 
of the next five years, the new system 
will encompass all sites, second and 
even third time round for some.

In time we plan to use tools which 
require a new level of cooperation 
and integration. For example, a major 
component of this involves supply 
chain management and integrated 
production planning. We also believe 
that there is significant potential 
for increasing efficiency by using 
digital technologies to analyze the 
huge quantities of data available from 
production processes.

how imporTanT a role will digiTal 
Technologies, and big daTa in 
parTicular, play in sTraTegy 2022?
The potential for the use of data at 
NLMK Group companies is very high. 
A key feature of steelmaking is that it 
involves a large number of parameters 

which determine the characteristics 
of the process and the product. This 
distinguishes us from many other 
sectors which have simpler and more 
linear processes, and a much smaller 
quantity of data.

Our goal is to create a data map 
in which production is covered by 
a detailed system of analytics: all 
data will be accessible, structured, 
interlinked, and in active use. In my 
view, particularly interesting projects 
have the potential to arise at the point 
where different production stages 
intersect, where the exact properties 
of the end product can be predicted; 
not at the point of rolling, let’s say, but 
at the blast furnace or steelmaking 
phase, where the machine will be 
instructed whether or not to let the 
steel through to the next stage. When 
we succeed in uniting all stages into 
a single production chain, the effect 
will be many times greater.

won’T big daTa kill operaTional 
efficiency? if compuTers will be able 
To independenTly predicT pracTically 
all processes and prompT opTimal 
soluTions, will There be any need for 
employee iniTiaTives?
Digital technologies aren’t a goal in 
themselves, but a tool to be used in 
combination with others; including an 
efficiency management system. There’s 
still a long way to go before computers 
will be able to predict processes with 
such high accuracy that we’ll decide 
to trust them with our dangerous 
production systems. And during this 
time there will be a lot of interesting 
work that wasn’t previously around: 
for example, machines will need to be 
taught by an operator. I hope that this 
will attract into the steel industry yet 
more young specialists who attach a 
lot of value to being able to use digital 
technologies in the real world and see 
real change being made.

are invesTmenTs in iT 
becoming a major expense?
Investment in IT technologies 
actually became a substantial part 
of the investment programme quite 
some time ago, and can be measured 
in billions of rubles. If you add up 
everything that we plan to do, then 
IT investment in the future strategic 
cycle will be measured in tens of 
millions of dollars.

whaT goals is nlmk group seTTing 
iTself for The nexT five years as far as 
producTion, producTs, markeTs, and 
services are concerned?
At this stage of the strategy, we have 
grown by increasing the efficiency 
of existing capacities and creating 
new ones, and we will continue to do 
that. As strong players, we are in an 
excellent position for “smart” growth 
in those areas of the value chain where 
we have solid competitive advantages. 
We are reviewing opportunities 
for geographical expansion of our 
production and sales – based on our 
assets in Europe, the USA, and India, 
and on markets that are attractive to 
us, one of which is Turkey.

Tell us in more deTail abouT how 
The company will grow during The 
sTraTegy 2022 period.
There are a few alternatives for 
increasing steel production at 
the Lipetsk site. It has potential 
for growth at existing capacities, 
requiring significantly less investment 
than would be needed to create a 
new production facility. But this begs 
the question: what do we do with the 
additional steel? We have analyzed the 
potential of our downstream facilities 
in Europe, America, and Russia 
and concluded that these too have 
opportunities for growth. I can’t rule 
out the possibility that the increase 
in the production of end products 
could even exceed the growth in steel 
capacity at the Lipetsk site. At the 
same time, we are not planning on 
expanding our commercial brands, 
but on strengthening our global 
product portfolio and making it more 
complex, with new coatings, high-
strength steel, premium electrical 
steel, steel for wind turbines, tool 

Improving operational efficiency 
is one part of our strategy that 
remains relevant under any market 
conditions, and which ensures long-
term development and enables the 
Company to retain a leading position 
in the industry. We are setting 
ourselves the goal of achieving an 
impact from improving efficiency over 
the course of the next five years that 
is comparable to the impact achieved 
under Strategy 2017.

In spite of the results that we have 
obtained in this area, the company 
still has significant internal potential 
for further increasing efficiency. One 
of the key challenges for the new stage 
of the strategy should be identifying 
this potential using new, more 
complex tools.

In 2016 we began a new phase 
in the development of the NLMK 
Production System. This was oriented 
primarily towards people – training, 
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whether it is important to them to be 
able to track production and delivery 
of their products. This certainly is 
important to them, but what’s even 
more important is how long their 
order will take to produce and when 
it will be delivered. That is, clients 
would prefer to receive their order 
in a week’s time without being able 
to track it, than to wait a month 
for it but be able to see where it is 
in the world.

P
reparations for the new 
strategic cycle began long 
in advance of its launch. As 
far back as 2015–2016, senior 
managers were examining 
promising projects at our 
main asset, the Lipetsk site. 
They considered what could be 
done with our free (spot) slab 

steel, and so on. We will enter into new 
segments where we see potential for 
growth and an opportunity to employ 
our competitive advantages. In India, 
for example, we intend to develop our 
production of electrical steel.

Developing our product portfolio 
is not only our choice, it is what 
the market demands. Consumers 
no longer need metal in itself so 
much as they need a collection 
of characteristics and properties 
for their product; for example, 
material from which they can make 
an effective electric motor or wind 
turbine. It doesn’t matter who is 
selling it, what is it called, or even, in 
some cases, what it costs. That’s why 
we will spend the next few years in 
close contact with our clients, striving 
to work with them to develop and 
shape their requirements so as to be 
able to meet those needs with our 
products. Simply producing steel and 
hoping that it will find demand is not 
how we do things.

NLMK’s sales service is already 
doing a lot to establish feedback 
mechanisms and communication 
with our clients. The next step is to 
work on joint projects and even joint 
ventures. We already collaborate on 
this scale with large-diameter pipe 
producer OMK. Steel that we had 
never produced before was developed 
especially for this client. This kind 
of cooperation is set to become the 
norm. New channels for collaboration 
with the consumer will emerge, such 
as online stores.

To whaT exTenT will This be a 
prioriTy of sTraTegy 2022?
Developing digital technologies will 
undoubtedly have an impact on how 
we work with consumers. People are 
now used to seeing these interfaces 
in other areas of their lives, such as 
banking and retail, and expect their 
experience as a client to conform to 
the same standards in sectors like 
ours. We are still playing catchup in 
this respect.

It is important to understand that 
these channels must not be all image 
and no substance. Everything will be 
firmly rooted in the physical world. 
We have asked clients many times 

preserve and strengthen them. In five 
years’ time, fast rates of growth may 
return, and the next phase of global 
expansion will begin. It’s important 
for us to be ready for this, to develop 
our processes and skills not only for 
the present, but for the future too.

how will sTraTegy 2022 impacT on 
rank and file company employees?
The transparent and sustainable 
business processes that we are 
building form a comfortable and 
coherent business environment. 
The Company’s strong competitive 
position means stable jobs. Company 
growth means new opportunities for 
personal growth. People will be able 
to find themselves working in entirely 
unexpected, new areas, and to forge 
interesting new career paths. In order 
to realize its strategy, the Company 
needs skills in developing new 
products, in digital technologies, and 
in managing cross-functional projects. 
And, to the extent that the Company 
is international and will grow beyond 
Russia’s borders, employees will be 
given the opportunity to change not 
only the substance of what they do, 
but also where they do it.

Horizontal career paths, 
incidentally, could at some point 
become a necessary requirement for 
managers seeking promotion. That 
means that it will be necessary to 
work not just at your own site, which 
you’ve spent the last ten years getting 
to know like the back of your hand, 
but also at other Group companies or 
in other processes. Once you’ve done 
that, it will be possible to talk about 
career advancement.

how would you compleTe The sTaTemenT 
“i dream ThaT our company...”?
I’m delighted by new business models 
which appear and transform entire 
sectors – and consumers along with 
them. I would very much like to 
see our company move beyond the 
borders of conventional steelmaking 
– in terms not only of technology, but 
also of processes, organization, and 
consumers. It would be great to make 
the company stronger and reinvent 
the business model for steelmaking 
along the way. (Laughs).

the most imPortant thing is 
for the comPany to remain 
a leaDer in the inDustry, 
efficient anD stable

The world has changed a lot in the 
last five years. Services, cooperation 
between people – all of this is now 
influenced by new technologies, and 
in the next five years the world is 
set to change even more. It’s already 
clear that the model of industrial 
production itself will be transformed. 
We will see the emergence of more 
and more companies which straddle 
the divide between sectors, and 
which blur this divide by creating 
new areas of activity. On the other 
hand, chains are becoming more 
direct, intermediaries, distributors, 
and warehouses are disappearing, 
and distances between producers and 
end users are becoming shorter and 
shorter thanks to digital technology 
and Internet tools. Products are being 
changed and customized “to order.”

It is important to take note of these 
trends, to try them on yourself, and 
to implement them, changing both 
yourself and the sector as you do so.

iT’s inTeresTing To imagine whaT nlmk 
group will look like in 2022.
The most important thing is for 
the company to remain a leader in 
the industry, efficient and stable. 
NLMK Group has a combination of 
competitive advantages which are 
unique in the ferrous metallurgy 
sector, and it is very important to 

Konstantin Arshakuni on 
who within the company 
is building plans for the 
future, and how

external one involving representatives 
from major global companies 
specializing in equipment production, 
steelmaking services, and other fields. 
These sessions yielded thousands of 
ideas for the Group. A special tank 
was even installed at the Lipetsk site 
to collect the ideas generated there. It 
was filled to the brim within a day.

Everybody was involved in coming 
up with ideas: representatives from 
major and auxiliary production sites, 
technology and sales departments, 
and representatives from other 
functional areas. Everybody made 
proposals as to what could and should 

portfolio, and the potential for growth 
in slab consumption on foreign 
markets. They looked at numerous 
options for how we as a company 
could grow: by producing more slabs, 
by building a casting and rolling 
complex (CRC), which would make it 
possible to convert cast steel directly 
into hot-rolled flats, or by producing 
new high-value-added products, and 
which ones exactly, among other 
possibilities.

Following this, a full cycle of 
strategic sessions got under way at 
each site: an internal discussion for 
the site’s employees only, and an 

ALL cLEAR On ThE 
STRATEGIc hORIzOn
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Dmitriy 
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Andrey 
Golubev
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Artak 
Mikaelyan
Director of Mergers and 

Acquisitions

be done within their own area of 
responsibility. All of our contractors 
shared their views on the direction 
that we should be taking and how 
they could help us. We were sure to 
ask everybody: from our vendors, 
who sell steelmaking equipment, to 
consulting companies, who carried 
out technical or market analyses for 
us. At the other end, all of the ideas 
were taken on board and discussed 
at the site management level. Each 
one was evaluated from the point 
of view of market prospects, future 
expectations, and trends. In the end, 
the outcomes of every discussion 
were organized into major blocks 
associated with our key assets. But 
this wasn’t the end of it: the ideas 
that filtered through were elaborated 
into concepts that were discussed 

by NLMK’s Management Board. 
Developed concepts were then 
passed to the Strategic Planning 
Committee (SPC).

The SPC discussed key development 
projects for upstream production 
at the Lipetsk site and a large block 
of issues concerning Stoilensky, 
which we need to produce yet more 
concentrate and pellets. Consideration 
was given to plans to develop 
production of flat products at Lipetsk 
and our European sites, as well as long 
products, electrical steel, and thick 
plate in Europe.

In 2018, the SPC will be presented 
with projects for developing 
NLMK USA and its functional 
areas, including energy, sales, 
logistics, and so on, together with 
a consolidated Strategy 2022.

Much time has been spent working 
together with our international 
companies, which have seen practically 
no major investment projects in the last 
five-year period. This work required 
detailed discussion of all aspects of 
the proposed developments at these 
sites, and we have made many visits to 
them to see things for ourselves and 
communicate with the local teams.

Our strategy for our international 
companies was the subject of a special 
session that took place in May 2017, 
which included consideration of 
specific presentations of investment 
projects, together with preliminary 
analyses and an assessment of 
their economic impact. This is a 
process that we have guided, while 
simultaneously arranging for research 
to be carried out to provide us with 

nlmK grouP strategic DeveloPment team

a clear impression of the strategic 
and economic feasibility of the 
development projects proposed by our 
European and American colleagues. 
How will the proposed projects impact 
on the overall vector of the Group’s 
development, will the demand for 
additional production volumes be 
there, and do the proposed projects 
satisfy economic efficiency criteria?

The Group has adopted this way of 
working with all manner of potential 
development ideas. In summer 2018, all 
programmes approved by the SPC will 
be submitted to the Board of Directors 
for approval as part of the consolidated 
Strategy 2022. Due to the fact that 
different investment projects and 
programmes are presently at different 
stages in their life cycle, these will be 
developed further, brought up to date, 

and reassessed; this is a living process, 
which requires constant renewal.

Even at this stage, however, it is 
already possible to talk about how the 
new strategy will differ from previous 
one. The key distinguishing feature of 
Strategy 2022 is that it has evolved to 
be more balanced.

Strategy 2017 was to a large extent 
focused on operational efficiency and 
developing our raw materials base. 
The Company is now ready to expand, 
in terms of the production volumes of 
both steel and its own raw materials, 
as well as in terms of sales volumes 
and significantly improving its 
product range. The next five years will 
see us focusing on the development of 
niche products: the speed of change in 
our highly volatile world is increasing 
at a rapid rate, transformations 

are taking place constantly, and it 
is essential that we remain at the 
cutting edge of technology and trends, 
including with regard to breakthrough 
innovative products.

Overall, analysis of the market and 
current trends in the steel industry is 
providing us with a positive picture 
of the years leading up to 2022. We 
are highly confident that we will  
successfully implement those projects 
currently regarded by the Company 
as priorities by the end of the new 
strategic cycle. Neither is 2022 our 
final horizon; NLMK Group is already 
looking beyond this, and projects 
which aim even further into the future 
are already being considered. And one 
of the challenges of Strategy 2022 is to 
leave space for these to be effectively 
implemented.

 ▶ Received his PhD in Economics 
from the Sorbonne, Paris. Worked 
at the National Institute of 
Statistics and Economic Studies 
(INSEE) during his studies in 
France. Subsequently worked in 
strategic planning and project 
development at EvrazHolding. 
Konstantin has been with NLMK 
since 2013.

 ▶ Dmitry speaks four languages. 
He is a graduate of the Kazakh 
State Academy of Management 
(Finance) and Concordia University 
Business School (Canada). 
Dmitry holds a master’s degree 
in administration and is a 
chartered financial analyst with 
an international CFA designation. 
He has worked in Canada, England, 
and Russia, including conducting 
research on the Russian mining 
and metals sector for Morgan 
Stanley and commodity market 
analysis for Sberbank CIB.

 ▶ Graduate of Voronezh State 
University (Economics). Andrey 
joined NLMK in 2010, and has 
since advanced from specialist 
to head of department. Andrey 
participated in developing the 
previous stage of the Group’s 
strategy. He is a graduate of the 
‘NLMK Group Leaders’ programme.

 ▶ Graduate of the Faculty of 
Economics of St. Petersburg 
State University and the Wharton 
School (University of Pennsylvania, 
USA). Artak began his career in 
the St. Petersburg office of PwC 
as a financial consultant in the 
industrial sector. After joining 
Severstal in 2008, he advanced 
from M&A Project Manager to 
Director of Strategy and Business 
Development, International 
Division. Artak has worked on 
restructuring and corporate 
development projects in the 
metals industry in more than 15 
countries.

AreA of reSponSIBIlIty: 
Developing and updating 
nlMK Group’s long-term 

development strategy

AreA of reSponSIBIlIty: 
Developing nlMK Group’s 

product strategy

AreA of reSponSIBIlIty: 
Assessment of investment 
projects, consolidation of 

long-term strategy

AreA of reSponSIBIlIty: 
Implementation of mergers 

and acquisitions projects
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the people who’ll organize and bring 
to fruition the projects that come 
to us. Each of them is an expert in a 
specific field, but we’re also interested 
in their ability to be flexible and act as 
project leaders. Then, with their help, 
we will build what we call the resource 
teams of experts. There will be four 
of them: computational simulation 
team (these are the people who’ll build 
theoretical models of all processes 
within a project); physical simulation 
team (they will do lab experiments, 
lab castings, lab rolling and tests in 
materials, that will allow us to do a 
lot of experiments on a small scale 
before we do anything in the plant); 
and then we will have the advanced 
microstructural analysis research 
team, because nowadays we need to 
have a very good understanding of 
what happens inside the material if 

we want to move forward. Finally, 
we are also creating a competitive 
intelligence team, which will be 
tasked to do competition watching, 
patent analysis, investigating trends 
in the industry so that we are not 
only doing research in our laboratory, 
but also following and leveraging the 
technological research of our global 
competitors.

There are Ten posiTions of projecT 
managers in your organizaTional 
sTrucTure. Does iT mean ThaT you are 
going To have Ten projecTs aT a Time? 
It could be twenty projects, or even 
more... it all depends on the workload. 
This is how it’s going to work: for 
instance, a project manager is in 
charge of developing a new plate steel 
grade. So he’s got some ideas, he can 
ask the computational team to do 
the calculations he needs, he can ask 
the physical simulations to actually 
do lab experiments to test this idea, 
to see if he can get the properties he 
hopes to have, and he can have the 
microstructural analysis team  to 
look into how the material is going to 
behave if it gets produced in the plant. 
So in the resource teams you have the 
specialists who have an expert view of 
things related to their specific domain 
of expertise, whereas the project 
manager has to be have a broader view 
on all aspects of his projects.

in The previous issue of The magazine 
we announceD ThaT you are inviTing 
brighT minDs inTo your Team. DiD you 
manage To finD The righT canDiDaTes?
At this stage we’re wrapping up the 
recruiting. We found three engineers 
within our own company from Lipetsk: 
Oleg Gubanov, Sergey Saltykov, and 
Alexander Siritsa. Two other project 
managers are external candidates. One 
of them, Alexander Lebedev, recently 
joined our team, and we will be filling 
the fifth position soon. We have set 
very high requirements for these 
positions of project managers: the 
candidates have to have a PhD or DSc 
to be able to contribute to high quality 
research. They also need to be able to 
speak English fluently to communicate 
with customers and colleagues from 
Europe or America. We are looking 

for  intelligent individuals who also 
have personality traits that match the 
needs of their job, who are willing to 
take on responsibilities in order to 
move their projects forward. So we 
were, and still are, quite selective. I 
do, however, know that our company 
has many talented individuals. I am 
sure that when we start recruiting at 
the expert level, we will find plenty 
of highly motived candidates within 
NLMK Group.

Tell us more abouT The Top-prioriTy 
projecTs for The r&D funcTion. broaD 
inDusTrial evoluTions Trigger The 
evoluTion of sTeel iTself. will we be 
on The cuTTing eDge of This process, 
masTering new sTeel graDes?
Yes. Many things are happening 
these days, for instance, with the car 
industry. And it’ll be interesting to 
have somebody make a good study on 
electrification and what impact it has 
on car bodies. I think there are lots of 
opportunities there to look at an e-
mobility for steel. Obviously, electrical 
motors require special steel and it is 
a very lucrative business for NLMK. 
I am sure that many of affordable 
electrical cars will be made of steel. 
After all, if truly advanced materials, 
such as carbon fiber reinforced 
composites (CFRC) are used to make 
car bodies, such cars will become 
very expensive, and only few people 
would be able to afford them. So we 
may end up in a situation when the 
car of the future actually requires 
more steel than today’s car. And it’s 
important evolution to notice today. 
For instance, the latest Tesla model 
has become slightly less expensive 
and starts at $35,000: its body is not 
made from aluminum sheet but steel. 
The new Audi A8, a car that used to 
be produced entirely from Al alloys, 
now contains 40% of steel. This 
illustrates that the affordability of e-
mobility will be made possible by an 
increased use of steel. Since all these 
steels will have to be really high-
strength to make the car lighter, even 
greater emphasis will be placed on the 
development of high-strength steel 
grades. As you can see, the challenge 
of making these new steels is actually 
already here. 

leT’s say, you have an iDea, your 
compeTiTive inTelligence resource Team 
has lookeD inTo iT. you say, ‘we neeD To 
proDuce a new graDe of sTeel anD we 
neeD appropriaTe invesTmenT. i am sure iT 
will be a success’. how can you convince 
The company’s leaDership? 
There are two things. It’s much easier 
to convince the Investment Committee 
if the trend is already taking shape, 
if you can see the competitors are 
making money on it. It’s much harder 
if you assume a leadership role and say, 
‘Why don’t we do something before 
the others do it?’ At the current stage, 
I think that in certain areas we will 
have to catch up with the competition. 
There are  certain products, however, 
in which our company has a proven 
leadership already, for example, 
constructional steels, plate steels, 
electrical steels, and coatings. I mean 
we have work cut out for the coming 
years in these areas alone.

only several monThs have passeD since 
The r&D funcTion was inTroDuceD To 
nlmk. have you goT your narraTive on 
The company anD your mission in iT? 
We are definitely building our research 
and development function in a rather 
exciting environment. NLMK Group 

ExpERT TEAMS  
AT ThE READY

Bruno De Cooman on the 
first  results of NLMK’s 
R&D function.

is very driven towards tangible 
quantifiable results, and that’s a 
perfect approach when one is building 
an R&D function from scratch. In 
this situation, first, we’re going to 
gauge the need for research and then 
we’ll build the research function 
out of this need. Basically, it means 
that the research will be defined by 
corresponding projects. So what we 
have done first is build a core group of 
project managers, because those are 

can you name some specific projecTs 
you are reaDy To proceeD wiTh? 
One of the things we’re really 
supporting is the ZAM project (high-
tech zinc-aluminum-magnesium 
coatings), that’s an absolute must for 
the our company to get into. Many 
steel products are covered with zinc. 
In the past, people found that if you 
added some aluminum, you could 
get excellent crack-free bending 
and corrosion properties. But the 
aluminum level in this alloy was quite 
high. Over the past decades, research 
was done on ternary alloys of zinc, 
aluminum and magnesium. These 
alloys have a tremendous corrosion 
resistance, and you can use them for 
the construction industry and car 
industry. That’s a huge trend globally. 
I believe that this product will be 
introduced on our lines and, as there’s 

I thInk there are lots 
of opportunItIes 
there to look at an 
e-mobIlIty for steel.
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need for research support, we will be 
involved. Other projects are in high-
permeability steels. At this stage, our 
support is limited, because we do not 
have laboratories yet. 

when Do you expecT To have Them 
anD where are They going To be 
locaTeD, in lipeTsk or in belgium?
Right now this investment project is 
being developed. Considering that 
Lipetsk is the core production site of 
the Group, we feel that the main lab 
equipment should be located there. 
We are also considering the option of 
having the computational simulation 
team in Belgium, because there it’s 
easier to be closer to the software 
developers that make programmes 
we’re going to use, and there’s  more 
expertise in that field.

in Terms of compuTaTional 
simulaTion, are you planning To 
align your projecTs wiTh The big DaTa 
DeparTmenT ThaT is emerging righT 
now in The company?

a
nalysts at global market 
intelligence firm IDC, 
which specializes in 
studying the world’s 
information technology and 
telecommunications markets, 
predict that the volume of 
data worldwide will have 
expanded ten times by 2025, 

and that a large amount of it will 
be generated by business. Experts 
today are in agreement: the concept 
of big data is set to become the key 
pillar supporting a new wave of 
innovation, and with it, global growth 
in productivity and competition.

These technologies are now 
being actively developed in Russia 
in telecommunications, banking, 
and the public sector. Unlike the 
telecommunications or banking 
sectors, NLMK possesses an 

enormous volume of data from its 
production lines. This includes 
terabytes of information about 
product production, the properties 
of materials, and how these are 
obtained. All of these data can be 
processed, analyzed, and applied to 
improve existing technologies. In 
practice, however, no more than 5% 
of the data collected is presently used.

In 2017, the Сompany created 
a directorate dedicated to data 
analysis and modeling. Andzhey 
Arshavskiy, who heads the new area, 
talked to NLMK Magazine about what 
it is working on and what objectives 
it has set itself.

whaT are The challenges facing The 
DirecToraTe for DaTa analysis anD 
moDeling aT The momenT?
In a nutshell, we are hoping to use 
modern analytics, machine learning, 
and optimization algorithms to reduce 
production costs and improve the 
efficiency of the Сompany’s production 

and business processes. We have 
studied NLMK Group’s production sites 
and formulated around 50 challenges 
with a total economic potential that 
can be measured in billions of rubles 
annually. We are already working 
on five of these challenges, and are 
set to begin work on another five in 
the near future.

In order to work effectively, we 
need to be able to establish a highly 
professional DataScience team, 
and to resolve issues with data 
accessibility and quality. Although 
we have succeeded in forming the 
nucleus of a team, there is presently 
a battle on the market for specialists 
in this field, and our requirements 
are significantly above the market 
average. Those joining us need to take 
on complex, atypical challenges, and 
it is vital that they quickly immerse 
themselves in the subtleties of the 
production process. We are also 
working to create an infrastructure 
for storing and analyzing the large 
amount of data gathered at different 
stages of the steelmaking process. 
In order to be able to generate 
economic benefits from these data 
using “advanced” analytics and 
optimization, we require a special 
class of computing resources. These 
will not only gather data from high-
resolution automated process control 
(APC) and manufacturing execution 
systems (MES), but also process them 
in parallel using machine learning 
technology.

how is The big DaTa moDel applieD To 
sTeelmaking? coulD you Talk abouT 
some of The projecTs ThaT you’ve 
alreaDy implemenTeD?
We began working on projects this 
summer. We are in the process of 
carrying out pilot tests for one of 
them, a project to reduce on the 
consumption of ferroalloys in the 
steelmaking process at NLMK Ural 
in Revda. The challenge for the team 
is to develop a model which will 
permit maximally precise control 
of ferroalloy consumption, in order 
to minimize use while sticking to 
the technical heat parameters. We 
gathered historical heat melting: 
heat assignments, temperature 
settings, data about the outcomes of 

Yes, we are definitely looking into it. 
But it’s also important to understand 
the difference of these two areas. With 
Big Data (the word speaks for itself), 
you look at massive amounts of data 
that’s been generated in a process using 
the AI approach. Our computational 
team will be concentrating on 
modelling. Obviously, at one time or 
another, there’s going to be meeting of 
minds, because if you analyze the data 
from a blast furnace in great detail, it 
has to be related to what’s going on in 
the blast furnace. And what we do is 
modelling what’s going on in the blast 
furnace. So we’re in contact, and there 
should be convergence.

looking a biT farTher inTo The 
fuTure, inTo The company’s sTraTegy 
for The nexT 5 years, whaT woulD 
you suggesT as your main projecTs, 
main iDeas in your fielD? 
At this stage, the research will need 
to be more closely involved with our 
customers to develop new products. 
And I think through research we 
can do this. It could, for instance, 
mean that we will try to work with 
automotive companies on advanced 
steel grades. One of the interesting 
evolutions that’s happening in the 
global industry is called “early vendor 
involvement” (EVI). This means that 
a steel company gets involved with 
a car company at the design stage of 
a new model to make sure that they 
can provide the right types of steel 
for certain parts. EVI makes sure that 
the car companies select the right 
steel-based solution. It could become 
the basis for long-term collaboration 
that cements the connection between 
the steel industry and its main 
customers. 

ThE pOwER 
OF BIG DATA

Big data is the key to future 
gains in efficiency

we wIll try to work wIth 
automotIve companIes on 
advanced steel grades
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adding a certain quantity of alloying 
agents, and the resulting chemical 
composition of steel at the end of 
the process.

Based on all of these data we 
developed a mathematical model 
which is built into the special software 
and which provides the steelworker 
with recommendations at the control 
panel. In turn, the steelworker 
controls the process of adding 
the ferroalloys during secondary 
steelmaking.

The model is presently being 
piloted at NLMK Ural’s ladle furnace 
units, and has permitted savings of 
approximately RUB 10 per tonne of 
steel. This has so far added up to RUB 
6–7 million per year. These aren’t huge 
savings, but we are hoping for a bigger 
impact from an integrated model 
that will optimize alloying agent 
consumption both at ladle furnace 
units and at the electric arc furnace. 
This model will be ready sometime 
between late 2017 and early 2018.

We are also developing similar 
mathematical models for optimizing 
ferroalloy use at the Lipetsk basic 
oxygen furnace shop. In addition, we 
are carrying out a project to seek out 
the root causes behind seam, rolled 
crack, and other defects that occur 
during the smelting and hot-rolling 
phases. Projects have also been 
launched to optimize CHP operation 
with the aim of reducing natural gas 
consumption, and to predict tuyere 
failure in blast furnaces. At the same 
time, we are continuing work on a 
number of pilot projects together with 
SAP, IBM, and SAS.

how much informaTion Do you neeD 
To proviDe The founDaTion for a 
moDel? how much Time Does The 
moDeling process Take?
In order to solve tasks, we need 
detailed, accurate data on various 
production processes. A typical task 
requires terabytes of data collected 
over the course of several years. The 

total volume of data that we need to 
accumulate and process throughout 
the entire Group can be counted in 
petabytes. Unfortunately, not all 
data are available for immediate 
processing and analysis. Some 
information is lost due to a lack of 
collection infrastructure, some 
measurement data include erroneous 
figures, and some important 
measurements are missing. This is 
why we revise data and plan measures 
to collect incomplete data and improve 
data quality. In order to achieve 
the highest quality model possible, 
we try to gather information over a 
maximum period of time and then 
train the model using all the relevant 
data that we managed to gather and 
record. Project timeframes depend 
on a number of factors, including 
the availability of resources, data 
accessibility and quality, and 
the difficulty of developing and 
implementing the model. The typical 
length of a project from initial idea 

to launch on an industrial scale 
is approximately a year. Work on 
a project includes such stages as 
defining the task, determining the list 
of required data, obtaining access to 
the data, the key stage of analyzing the 
data, machine learning and building 
the models, developing software for 
industrial use, piloting the results, 
fine-tuning following testing, and 
implementing the solution, including 
integrating it with existing IT and APC 
systems. This is followed by a period 
of continuously honing and optimizing 
the model. In order to reduce the risk 
of not achieving the desired result, we 
include a “null” phase in the project – 
the pilot stage. During this phase, we 
try to build a model based on the data 
available in order to satisfy ourselves 
that a solution is workable. If the 
model returns a non-zero result, then 
we begin full-scale processing, testing 
and implementation.

whaT oTher projecTs in This 
area are seT To be implemenTeD 
in The near fuTure?
Of the 50 initiatives identified that 
I mentioned earlier on, we selected 
ten for implementation. From 
our preliminary calculations, we 
anticipate the economic impact of 
these projects to be around RUB 3 
billion (~$52 million). The projects 
include several initiatives at the 
Lipetsk site, VIZ-Steel, and Altai-Koks.

One project will involve improving 
productivity on the hot-dip 
galvanizing lines by increasing the 
speed of the strip at the facility, while 
preserving the specified physical 
properties of the end product. We are 
planning to increase productivity at 
Mill 2000 at the Lipetsk site by using 
a selection of speed settings and 
regulating the rate at which slabs 
are released from the continuous 
reheating furnaces. At Altai-Koks we 
will be working on increasing the cold 
strength of coke. At the Vtorchermet 
NLMK sites, we are hoping to use 
a complete overhaul of the pricing 
model to achieve a reduction in 
scrap procurement costs. We have 
begun work on predicting when blast 
furnaces tuyeres will fail, as well as 
on optimizing operations at CHPs 

to save on natural gas consumption. 
The projects that I’ve mentioned 
here have either recently got under 
way, or are in the pipeline for early 
2018. Mathematical modeling is new 
not only to NLMK, but to production 
companies generally. We need to start 
by gathering experience, before we 
move on to large-scale development 
of solutions across a full range of 
potential areas.

how DiD you choose  
These projecTs?
We worked with our colleagues from 
operational efficiency and production 
to identify and select the projects. 
We carried out a lot of internal 
consultation and held around two 
dozen meetings with very involved 
discussions of urgent production 
issues in order to identify potential 
applications for approaches based 
on mathematical modeling, machine 
learning, and progressive analytics. 
We then selected ideas, evaluated the 
economic impact of each potential 
challenge, and ended up with 50 new 
initiatives from different areas of 
production. We won’t be stopping 
there, of course; we are planning on 
expanding our list of initiatives. Work 
in this area is set to continue.

this path at the same time as us. We 
do try to share experience where 
possible, however.

who works in your Team?
Data scientists – mathematicians 
and specialists in machine learning, 
optimization methods, and complex 
data analysis – all work in the 
directorate. Our team includes 
specialists in big data technologies – 
data engineers, as well as analysts 
and project managers. As a rule, 
projects are worked on by a mixed 
team consisting of our own internal 
specialists, contractor specialists, 
and representatives from operational 
efficiency, our technical center, the 
Directorate of Process Automation, 
IT, and production. Operational 
efficiency helps us to find challenges, 
evaluate their potential impact, and 
implement solutions.

Representatives from the technical 
center advise us on production 
technologies and help us to interpret 
data correctly. The Directorate of 
Process Automation helps us to 
access data, and IT specialists help 
us to develop target architectures for 
solutions and integrate them with the 
existing infrastructure. Our product – 
models which are integrated into the 
production process and help make 
work more efficient – are only possible 
thanks to the collective efforts of all of 
these different divisions.

you’re new To sTeelmaking – before 
joining us aT nlmk group you workeD 
aT high-Tech companies. whaT 
surpriseD you abouT our company 
anD our secTor?
I was actually pleasantly surprised by 
the quite high levels of professionalism 
and engagement among the staff. The 
level of professional qualification is 
impressive. The level of automation is 
also good. This gives us the opportunity 
to start addressing challenges that 
require a small amount of technological 
upgrading. The challenges which we 
are solving now and which we have 
ahead of us are extremely interesting. 
I’m happy to be working in this 
industry, and at NLMK, and I am 
looking towards the future with a great 
deal of enthusiasm.

operatIonal effIcIency 
helps us to fInd 
challenges, evaluate theIr 
potentIal Impact, and 
Implement solutIons

DiD you Draw on The experience 
of oTher sTeelmaking companies 
in russia anD abroaD when 
choosing projecTs?
We certainly try to communicate 
with our industry colleagues in 
order to understand where they are 
at and evaluate their achievements. 
Today, though, it’s hard to single 
out companies that  are more 
advanced than us in this area. Much 
of the industry is embarking on 
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the service centers had to restore operating 
and manpower efficiency profitability and cut 
fixed costs. We And they accomplished this 
difficult transformation quite successfully. 
In early 2012, the European Strip business 
employed over 1500 people. By early 2017, the 
Strip Business employed less than 800 people, 
having doubled the tonnage transformed per 
person. At the same time key indicators such 
as yield, quality and productivity improved 
significantly – helping boost significant 
sales growth.

Meanwhile, the primary strategic objective 
of NLMK Europe Plate that includes Dansteel, 
Clabecq, and Verona, was to develop our 
niche capabilities and grow volume in these 
productsniche product capabilities: Q&T in 

Clabecq, wide product in Dansteelenmark , and 
tool steel and ingots in VeronaItaly. This was to 
be achieved wWith limited investment, without 
out significant investment or personnel 
growth, mostly through product development, 
improving operating efficiencies, expanding 
their sales network, and improving the 
service offering. 

The Division stood up to the challenge: 
as a result of joint efforts with the Lipetsk 
site, NLMK Europe Plate managed to improve 
the quality of slabs and thick plate, to grow 
sales, and to master the production of 
more advanced rolled products with high 
value added.

The new rolling stand in Dansteel enabled 
the plant to grow production and sales 
volumes, including “big size” heavy plates 
for its main customer segments – windmills 
and shipbuilding. The company enhanced 
its service delivery (for instance, with the 
rollout of “FastTrack” deliveries that demand 
premium pricing), and significantly improved 
product quality, emerging as one of the plants 
with the best brand recognition in the North 
European plate market.

Verona developed its HVA product 
offering, including heavy plate from ingots 
(HPFI), alloyed steel, and internally forgedt 
ingots that the plant wouldhad previously 
outsourced to from tthird parties. 

To realize this target, NLMK Verona 
implemented new processes and equipment: 
it installed and commissioned a press 
manipulator, modernized its forging press, 
installed new austenitic and tempering furnaces 
for heat treatment. The new equipment and 
technology enabled the plant not only to expand 
its offering of premium products, but also to 
improve overall reliability of its operations. 

Clabecq more than tripled sales of premium 
abrasion resistant (Quard) and high strength 
Quard / (Quend) plates, becoming a recognized 
force in the global market with a powerful Q&T 
brand, and that’s quite an accomplishment.

NLMK Europe Plate Division has 
successfully deployed the NLMK Production 
System (NPS), resulting in improved quality 
of analysis and root cause identification, OE, 
and overall savings of 11M€.

had to make some tough portfolio decisions 
for the Strip Business: we partially closed 
one of our two service centers in Belgium, 
and were closed our electro-galvanizing 
business in France. During this challenging 
transformation period we also brought in 
obtainedthe support of SSOGEPA as an equity 
investor in the turnaround of , thatbecame 
a major shareholder ofour NLMK Belgium 
HoldingsEurope, with the exception of Dansteel, 
facilitiesand provided financial support to the 
facilities proportionally to its equity stake.

The other area where we have not 
achieved the performance level was in plant 
reliability and working ratio – transforming our 
maintenance practices will be a key objective 
of the next phase.

NLMK Europe has made a lot of progress 
on its path to efficiency; and our team has 
acquired invaluable experience. We have seen 
the importance of knowledge exchange between 
units – as some units succeed, innovate or 
implement best practices we should be quicker 
in rolling out the lessons learnt to other units 
rather than letting them discover on their own.

We have also realized that any successful 
transformation required a full set of 
crucial levers. First of all, personnel should 
understand the motivation for the change. 
Secondly, people need to have very clear goals 
and be trained. Thirdly, people must have the 
tools and support necessary to achieve their 
objectives. And most importantly, management 
needs to “lead by example”for management. 
This gives out a clear signal to the team: the 
leaders are living the change they expect. It is 
common sense, but where we succeeded only 
partly, it is because we missed one of these 
elements. Conversely, where we succeeded, it 
is because we ensured all of the above. 

The other lesson I have learnt from both 
successes and failures has been the importance 
of the values we established at NLMK Europe: 
commitment, teamwork, excellence, integrity, 
and innovation. With a committed team, striving 
for excellence, all obstacles can be overcome 
and we can make plans for the future. 

What’s next for us? Our next cycle is going 
to be more about customer value. We are a 
medium sized market player in Europe and 
have to be faster and easier to do business 
with comparedvs to our larger competitors. 
Thus, we will concentrate our efforts a lot 
more on services, logistics and product 
development, on innovation and new product 
capabilities. We will also continue to improve 
safety and operating efficiencies – especially 
reliability – this is in our Group DNA! 

I
n 2013, NLMK Group was close to 
completed the active phase of 
building an international production 
chain, having ensured 100% capacity 
utilization ofutilization of its Russian 
facilitiesin Russia, and shifted 
focus to boosting their operational 
efficiency, on organic growth of 
production, and on developing its 

iron ore base. At that point, the Strip and 
Plate Business Units in Europe were in a 
different phase of strategic development. 
While contributing to Group volume expansion 
by transforming Lipetsk slabs, these units 
were still dependent onf cash injections, 
running at low capacity utilization rates and 
less efficient,andtherefore facing a different 
business challenges.

In 2013, the market in Europe had not 
yet recovered to pre-crisis levels. With the 
many years of low capacity utilization and 
high labour intensity, the NLMK Europe Strip 
business was loss making and behind the 
Group benchmarks in Operating Efficiency 
(OE) indicators. So before focusing onto 
volume growth, La Louvière, Strasbourg and 

NLMK EuropE has MadE 
a Lot of progrEss oN Its 
path to EffIcIENcy; aNd 
our tEaM has acquIrEd 
INvaLuabLE ExpErIENcE

BEn DE VOS
Vice President,  
International Operations

One of the most significant accomplishments 
for both divisions is an improvement in safety 
performance. Of course, one can never be 
satisfied with safety until zero accidents of 
any kind are achieved, but the improvement 
here has been really good – especially in NLMK 
Europe Strip with a 510 times reduction in lost 
time injury frequency rate.over the cycle at 
NLMK Europe Strip,and a 5 times reduction 
at NLMK Europe Plate. Safety will remain our 
priority focus for the next 5 years as well.

But despite the significant indisputable 
accomplishments,progress, we did not achieve 
the profitability and sales levels that we set out 
to achieve at the outset of the strategic cycle. 
The economic environment turned out to be 
much tougher than envisaged. That’s why we 
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Pennsylvania. That project will go a long way 
towards improving the surface quality of our 
product. When you have that size of a project, 
it takes quite some time to engineer it, to get 
it approved and to justify it. We have made our 
way through that program and we are ready 
to move forward on some of the additional 
equipment enhancements that are needed for 
us to get where we want to be.

One of the things we wanted to accomplish 
was to change our whole safety culture and 
the way this company looks at our safety 
performance. That was a significant change 
in the U.S. that we undertook. We reorganized 
the entire Safety department and we began 
to focus our senior management meetings 
on safety fist. About five years ago we put 
together a safety council here in the U.S. and 
we really wanted to dig deeper into our safety 
performance. We wanted to improve the overall 
investigations of accidents and near misses so 
that we can improve our processes and change 
our systems. As we began to provide this 
focus, we saw our safety performance improve 
steadily over these last five years. 

All of these changes in the way we approach 
our business, whether is it operational 
efficiency or safety, need to become embedded 
into our culture. Once they become part of our 
culture, we will continue to get better.

How would you evaluate  
NlMK uSa’S perforMaNce?
If you look back at where we were in overall 
performance five years ago vs. where we are 
today, there has been significant improvement 
in the overall U.S operations. 

The consistency, cost management, 
productivity, safety performance have all 
significantly improved at NLMK USA. We 
realize that we have to go to the next level in 
improvements to sustain the U.S. operations 
for the next five years. It is going to entail 
improving our quality, continuing to drive our 
operational efficiency program and increasing 
our product offerings because while we are 
doing all of these, our competitors are striving 
to get better as well. We believe that through 
customer service and our commercial efforts 
we have positioned ourselves to take additional 
market share in the next five years.

wHat waSN’t NlMK uSa able 
to accoMpliSH aNd wHy?
While we have accomplished a significant 
amount of overall cost efficiency 
improvements and cost reductions, we have 
had some equipment failures. So, when you 
look at our efficiency, some of our working 
ratio numbers are not where we need them to 
be. Although we improved the stability of the 
operations, there is still room for productivity 
improvements. I also think there are some 
additional process changes that we can make 
that will help reduce our cost in operations. 
So, we will continue to strive for that in 
the next five years. 

The nature of the equipment that we run, 
the age of the equipment, the processes that 
we use lead to several quality issues that we 
have to get over. We have recognized that as a 
limitation that we are going to be addressing in 
the next five-year strategy.

When it comes to safety, what we did not 
accomplish is that we did not get to zero 
accidents. This is always the goal when it 
comes to safety. We do not want any of our 
workers to be injured. We want people to 
show up, contribute to the organizational 
goals and go home safe to their families. Until 
we get to that zero accident level, there are 
obviously failures in the system, and we need 
to continue addressing those failures. 

wHat leSSoNS did NlMK uSa learN?
Any time you try to change culture in an 
organization, you have to be clear on the 
direction you are going and be willing to stay 
with it to achieve your goal. In working with 
the entire group, there have been changes 
that we made and then had to make additional 
changes midstream, which was confusing for 
the organization. 

When you are trying to change culture 
and the way you approach your business, the 
lesson is: you need to have a clear, thought out 
direction everybody is onboard with. Then you 
proceed down that path, instead of deciding 
midstream that there is a different way of 
doing things and changing that direction.

wHat are your plaNS  
for tHe future (Strategy 2022)?
In Strategy 2022, we focused on NLMK USA’s path 
forward. Strategy 2022 is based on productivity 
and quality improvements that will allow 
us to continue to grow. We focused on the 
markets that we cannot penetrate today due to 
capabilities and qualities of our products. We 
have identified these new markets where we will 
be able to take the volumes to the next level.

We have also developed projects to make 
our operations more efficient and increase our 
ability to make higher valued, better quality 
products more efficiently, which ultimately 
adds to the bottom line of NLMK Group. 

From a sustainability standpoint, we 
always look for ways to leverage the U.S. 
business with what the Group brings to 
our global operation. NLMK has a market 
leadership in terms of low cost slabs. Coupled 
with NLMK USA’s business model of rolling 
slabs, it creates a very strong strategic link 
for the group. When we look at it, the global 
advantages become clear, and we should 
think of ways to find more and more synergies 
within that global footprint in the future. 

N
LMK USA was not directly 
involved in the 2013-2017 strategy 
cycle. However, over the years, 
there have been many strategic 
discussions about our path and 
our alignment with NLMK Group. 
We have been seeking to develop 
our operational efficiency 
programs, develop a safety-

focused mindset, enhance our functional 
processes, etc.

wHat did NlMK uSa accoMpliSH?
During the last five years, we have successfully 
continued to grow the strategic link between 
the U.S. operations and the Russian operation. 
For us, it is the supply of steel slabs into the 
United States as our raw material. 

We have been successful in solidifying 
the operational performance at NLMK USA. 
We have a far more stable operation, we have 
a better cost structure and we have grown 
the customer base both in Pennsylvania and 
Indiana over the previous five years. 

We have also spent a lot of time 
reorganizing the company, and we have a much 
more solid management team in place now. 

All these have positioned us to be a leader 
in customer service in the United States and, 
because of that, we have been able to take 
advantage of some of our niche business, 
which has helped us to continue to grow. 

We have been addressing equipment 
issues through our development programs. 
The largest project that we have approved 
right now is the new walking beam furnace in 

As we continue to grow this business, our 
plans are to create an environment where people 
see that growth and where they are excited 
about looking for efficiency and productivity 
gains. We want to be a company where people 
are proud to work. A company where people 
feel valued and can earn a good living with good 
benefits. We are also looking to be a company 
that is a responsible social partner with the local 
communities where we operate. 

WE focusEd oN thE MarKEts 
that WE caNNot pENEtratE 
today duE to capabILItIEs aNd 
quaLItIEs of our products

ROBERT D. MILLER
President & CEO, NLMK USA
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O
ne of the key goals of Strategy 
2017 was to achieve a leading 
position in operational efficiency. 
Even though a significant part of 
the Strategy consisted of major 
investment projects, it was through 
operational efficiency projects 
that we managed to exceed our 
targets. The most significant of 

these included our contribution to increasing 
production volumes: hot-rolled steel, steel, 
and concentrate at Stoilensky. There were 
projects aimed at bringing down production 

costs. Among these were changes to charge 
compositions used in BF production and the 
energy mode which was originally developed 
for the electric arc furnace at NLMK Ural 
before being rolled out to NLMK Kaluga, in 
Italy, and at our site in the USA. This resulted 
in energy savings and a reduction in our 
consumption rates. These are not investment 
projects, but operational projects, with 
around 3,000 launched since we began to 
implement Strategy 2017. By the end of 2017, 
these had achieved savings in the region of 
$645 million.

The very first step taken under the Production 
System was to establish a system of 
coordinates for operational indicators; 
after all, in order to influence these, it was 
necessary to understand which were key 
and which were not. And, of course, there 
was the use of lean production tools. As 
we approached the end of the cycle, two 
preconditions came into being which nudged 
us into a new developmental phase. First of 
all, we had tested the Production System 
tools and satisfied ourselves that they were 
efficient, and that we needed to make the 
transition from an approach focused on 
“implementing tools” to one based on “using 
tools to solve business challenges.” Secondly, 
we had already implemented the majority 
of the ideas that had been proposed by the 
engineering and technical services and by 
division and site heads. We needed to harness 
the potential of rank-and-file employees.

What do I mean by this? Our operational 
efficiency program was based on major 

projects with a significant economic impact. 
Today, we are counting on projects with 
medium and small impacts. You can implement 
one large project worth a million, or a million 
small projects each worth a dollar; either 
way, you gain a million. That is why we are 
now ready to move from the bottom up; at 
this stage, our Production System allows us 
to involve more mid-level managers, line 
managers and workers in the constant search 
for potential improvements.

For this to work, people need to identify 
the problems that they encounter in their 
sections and the issues that they deal with 
every day, and learn how to recognize wastage. 
Our Production System will then help them 
to choose the tools they need to solve these 
problems.

Several Production System tools have 
been in operation at the company since as 
early as 2013; these include control cards, 
downtime analysis, and defective product 
analysis. Subsequently, more lean production 
tools emerged and, for the company to receive 
the maximum benefit, it was necessary to 
apply these as much as possible to business 
challenges. But here we encountered a certain 
amount of resistance from people, which we 
needed to address.

In mid-2016 we took the decision to 
move on to the next stage, and pilot a new 
developmental phase of the Production 
System at NLMK Kaluga.

We began to change our approach to rolling 
out Production System tools and to developing 
optimization programs. We demonstrated 
how to use tools to solve specific problems 
in the shops. Line managers worked together 
with staff to make sure that they appreciated 
their contribution to the end performance of 
their shop and the company, and to encourage 
them to get involved in proposing ideas and 
solutions for the problems that they faced 
personally. And in Kaluga we managed to 
achieve a fairly significant financial impact.

At the Lipetsk site and at Stoilensky we 
have just entered the transformation phase. 
We plan to use the Production System at 
these sites to generate gains of more than 
RUB 3 billion (~$52 million). At this new stage 
of development, we are aiming for results 
not only in terms of “what” but also in terms 
of “how.” That’s why it’s important for us 
not just to achieve a financial impact, but 
also to establish a teamwork-based system 
at our sites and to build a partnership 
between production sites and the operational 
efficiency team. This is the only way that the 

Production System will stop being a collection 
of projects and start being a real system.

Not everything has been quite such a 
success, unfortunately. For example, we 
haven’t found it as easy to start working with 
our international divisions, where we’ve seen a 
reverse in operational efficiency indicators. As 
a consequence, in the next strategic cycle we’ll 
be setting ourselves some quite ambitious 
goals; for example, next year we are planning 
to close the gap that has opened up over this 
last year before pushing forward.

with a technologically achievable standard for 
further improvements. After examining the 
statistics and identifying the best results and 
the conditions that were in place when these 
were achieved, we calculated a final figure for 
productivity and compared it with what we 
have now, asking the question: if we reach this 
level, how much money will it mean for the 
company? It is in this way that we assessed 
our internal potential, and used it as a basis 
to formulate operational efficiency goals 
for Strategy 2022.

We will also be using the next strategic 
cycle to try out more complex waste 
elimination tools within the Production System, 
including launching a Six Sigma program. 
This involves the application of statistical 
analysis methods to improve processes. We 
have already gathered a sufficient amount of 
statistical data on different indicators to be 
able to do this. We will now go out to sites to 
show people how to process these data and 
teach them to influence operational results. 
This isn’t BigData, it’s SmallData, but the 
principle is the same – it’s statistical analysis 
for the purpose of improving the figures.

We are also planning to create an IT 
platform for an ideas bank – another example 
of infrastructure created to support “bottom-
up” projects. We intend to launch the ideas 
bank in early 2018. Our objective for the 
next strategic cycle is to engage people in 
active participation; every employee should 
have at least one idea. So, in five years’ 
time, we should see a completely different 
company with a radically transformed 
production culture.

OUr PrOdUctiOn SyStem iS 
aLLOwing US tO invOLve mOre 
mid-LeveL managerS, Line 
managerS, and wOrkerS

TATYAnA 
AVERchEnKOVA
Vice President,  
Operational Efficiency

We believe that we can achieve these goals 
because of the significant gains in ability 
that our team has made. We are now working 
more successfully with the different divisions. 
We have a project management system in 
place. And although our work was often 
misunderstood by division heads when we 
first started, we have now succeeded in 
establishing a cooperative relationship and 
in agreeing that more can be done to improve 
processes. We have used this understanding 
to set new goals for the next strategic cycle. 
Together with the divisions, we have come up 
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i
n the 2013–2017 strategic cycle, our service 
provided solutions to three key challenges. 
Firstly, we had to refine projects in the 
raw materials section of the strategy. 
In particular, we had to propose solutions 
for increasing concentrate production 
at Stoilensky that were optimal in cost 
terms and efficient in terms of technical 
and economic indicators.

Secondly, we had to create a real factory 
for generating investment projects within the 
NLMK business system – an organizational 
machine employing finely-tuned technologies 
and applying best practices and tools to 
consistently achieve its targets. After all, what 
did we have before that? We had disparate 
subdivisions, or individual leaders with no 
unified standards for cooperation. All project 
management was concentrated in the hands 
of a single person – a vice president, or the 
first vice president, who would essentially 
make all the relevant decisions. For a company 
of NLMK Group’s size, this was an ineffective 
way of doing things. It was too subjective 
a mechanism, with too small a throughput. 
That’s why we needed to standardize the 
project generation process and make it work 
effectively, with guaranteed results. Thirdly 
and finally, we had to implement more than 
a hundred investment projects with planned 
deadlines and confirmed budgets. These 
projects had been designed to achieve three 
out of four of the company’s strategic goals: 
to develop a world-class resource base, to 
lead the way in operational efficiency, and to 
ensure key positions in strategic markets – 
and any significant glitches could well have 
put the soundness of Strategy 2017 in doubt.

Today, we have good reason to be proud. 
Within the last four years, we have managed 
to achieve almost all of these, with 99% of 
investment programs fulfilled. Technically 
complex challenges and even those requiring 
unique creative solutions have been resolved. 
For example, we had to find a way of radically 
reducing the cost of a program to upgrade 
the Stoilensky beneficiation plant without 
compromising the main objective of increasing 
plant capacity. The previous solution had been 
to go ahead and build a new section there. 

Instead, we decided to introduce new High 
Pressure Grinding Roll (HPGR) technology 
into the plant’s existing sections. In order to 
bring in this technology, which was new not 
just to us but to Russia as well, we divided the 
project into two stages and began by installing 
the HPGRs in two of the four sections. 
Some mistakes were made in the planning 
phase, but we were quickly able to identify 
and rectify them.

The outcome was that we achieved the 
desired results in terms of capacity, efficiency, 
and cost. Capacity in each of the upgraded 
sections (we began by installing HPGRs in 
sections 1 and 4) increased by 12.5%. By 
the end of 2017 the same technology was in 
operation in sections 2 and 3. As a result, 
concentrate production at the beneficiation 
plant increased by almost 2 mtpa. This means 
that we now process 37 mtpa of ore (5 m t more 
than in 2013) and meet 100% of NLMK’s ore 
needs ourselves.

Our project to build a pelletizing plant 
required different skills. Here, the challenge 
was not so much about creativity as it was 
about organization and management. At the 
start of Strategy 2017, the project was some 
way from the active implementation phase. 
The almost $700 million facility was scheduled 
to go online in just three years’ time, and we 
only had 5% of the working documents, while 
negotiations for the supply of equipment 
had reached a dead end. This was, perhaps, 
the largest and most challenging project of 
them all. But we succeeded in relaunching it, 
and entered the active construction phase 
in May 2014. Our successful completion of 
the project within the planned timeframe 
and the allocated budget is a testament to 
the effectiveness of our approach to project 
management, and to the reliability of the 
“investment project factory” that we needed 
to establish. In a sense, two factories were 
built at the same time.

We opened a network of offices devoted 
to investment projects in every division, 
including Europe and the USA, and trained 
more than 2,000 specialists within the 

company in project management standards. 
We broke the investment process down 
into implementation phases, explaining to 
employees what needed to happen in each of 
these and staffing the system with people. We 
have set up a system for monitoring project 
implementation, assigning a “gatekeeper” 
function to an investment committee made 
up of managers from different subdivisions; 
the involvement of higher-level managers has 
provided the process with additional force. 
All of this has allowed us to create a project 
management culture at NLMK, and to reduce 
the time taken to put investment projects 
together, develop them, and implement them. 
The successes that we have achieved in all of 
our endeavors are due to the fact that we have 
formed a team of the right people.

While we have been successful as a team, 
not all members of the team have yet managed 
to improve their skills to the desired level. This 

will come with time, however. For the most 
part our team has made a big leap forward in 
skills  and gained a great deal of experience; 
what is required of people now is more 
independence, leadership, and a readiness 
to demand more of oneself – in HR jargon, we 
need “self-starters.”

Unfortunately, the development of the 
Oracle Primavera IT system hasn’t succeeded 
in making every one of our dreams come true. 
The system has been completed, and it works. 
It has even been acknowledged as the most 
complete and functional in the Russian steel 
sector. But it’s still being used by specially 
trained managers and by analysts from our 
biggest projects, and ideally we’d like to see it 
being deployed more widely, and its functions 
used to forecast implementation paths for all 
of our projects and alert us to deviations from 
them in the early stages. We haven’t succeeded 
in doing this yet, but we’re working on it.

The main lesson we’ve learned from 
Strategy 2017 is to avoid formalism in our 
work. Standards and rules are indispensable 
– they establish a framework and simplify our 
whole production process considerably, but 
if you make sticking to them rigidly a goal in 
itself and work to tick an array of boxes, this 
can lead to hurried and one-sided decisions. 
Everything looks right from a formal point of 
view, the ticks are all there, but it doesn’t do 

the job where it matters. That’s why I always 
ask my colleagues to avoid taking a formal 
attitude towards their work, and to immerse 
themselves more deeply in every aspect of 
the project – in the technology, the choice of 
suppliers, the planning and execution of the 
work, and other considerations.

The new strategic cycle will present us with 
more significant challenges. Strategy 2022 
includes an enormous number of projects, at 
many more of our companies both in Russia 
and abroad, which are highly diverse from a 
technological point of view. There are also 
some serious HR challenges, with an increased 
burden on our project offices, which we will 
need to expand in spite of a shortage of highly 
qualified specialists.

Strategy 2022 envisages investment in 
increasing production, expanding our product 
portfolio, and improving product quality. 
One example is a project to build a stamp 
charging unit at Altai-Koks which will allow us 
to increase coke strength, thereby lowering 
the production cost of the end product. 
We are planning to increase ore extraction 
at Stoilensky by a further 5 mtpa, and 
concentrate production by 2.5 mtpa. At NLMK 
Lipetsk we are overhauling a large portion of 
our blast furnace capacity, completing a refit 

KOnSTAnTIn LAGuTIn
Vice President, Investment Projects

of BOFs No. 2 and 3 with gas-exhaust ducts, 
and building a unique continuous casting 
machine.

Increasing iron ore production and 
overhauling our blast furnace and steelmaking 
capacities will enable us to increase steel 
smelting at the Lipetsk site by 1 m t for the 
production of higher quality products. The 
rolling stage will also be upgraded. We must 
also master producing steel with new kinds of 
coating. A major program will be implemented 
to ensure we can produce the latest electrical 
steel products.

We also have plans to invest in increasing 
capacity at our American plants, and to 
significantly improve and expand the product 
mix produced at our European companies.

In order to enact our ambitious investment 
programs, we will develop the skills of 
employees at our engineering companies, 
NLMK Engineering and UralNIIAS. These design 
institutes will need to make the transition 
to new technologies, and the foundation for 
this transition will be mastery of Building 
Information Modeling technology; that is, 
digital modeling of facilities before they are 
built. In sum, new projects are on the way 
at all stages of production and at all NLMK 
Group companies. These are intended to take 
us to a qualitatively new level as a modern 
steel company.

we Had tO create a reaL 
factOry fOr generating 
inveStment PrOjectS – 
an OrganizatiOnaL macHine
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2014
NLMK LipetsK

Launch of a biochemical facility for 
coke and chemical operations (BCF)

Based on original Russian technology for 
deep biochemical purification of waste 
water from phenols, rhodanides, and other 
compounds. productivity: 160 m³/hour.

 �  Investment: RUB 2.2 Billion  
(~$38 million).

 � Impact: a twenty-fold improvement 
in the quality of treating waste water 
for reuse in the site’s closed-loop 
water cycle. A twenty-fold reduction in 
specific emissions of pollutants into the 
atmosphere from the evaporation of 
industrial waste water.

2015
NLMK LipetsK

Construction of top pressure 
recovery turbine plant consisting 
of two top pressure recovery 
turbines (TRTs)

tRts generate electricity using excess 
pressure from blast furnace gases 
produced in the process of making 
pig iron. the process does not involve 
burning fuel.

 �  Investment: RUB 1.9 Billion  
(~$32.8 million)

 � Impact: 200 million kWh less 
electricity purchased per year.

2016
NLMK LipetsK

Launch of a crushing and 
sorting facility for processing 
steelmaking slags

processing capacity: 2.4 m t of slags. Up 
to 95% of metal extracted. Less iron ore 
and scrap required in production of pig 
iron and steel. these are replaced by ore 
recovered from production waste.

 �  Investment: RUB 0.6 Billion  
(~$10.3 million)

 � Impact: quantity of scrap (metallic 
inclusions) extracted from waste almost 
doubled.

2015
NLMK VeRoNA

Launch of upgraded 
press equipment

installation of new press and manipulator 
for forging 800 mm-thick ingots in three 
planes. An additional furnace has been 
built for heating ingots during the forging 
process, as well as a unit for hot cutting 
and cleaning the surfaces of plates.

 �  Investment: RUB 0.6 Billion  
(~$10.3 million)

 � Impact: production of 105,000 tpa 
of own ingots

2016
stoiLeNsKy

Launch of pelletizing plant

## the pelletizing plant produces 6 mtpa 
of pellets from iron ore concentrate, 
which provide the raw material for pig 
iron production.

 �  Investment: RUB 40.1 Billion  
(~$691 million)

 � Impact: 100% self-sufficiency for 
NLMK in all forms of iron ore products.

2016
NLMK LipetsK

Upgrade of continuous hot-dip 
galvanizing line No. 1 (HDG-1)

optimization of equipment, installation 
of control systems, upgrade of furnace 
component.

 �  Investment: RUB 2.1 Billion  
(~$35 million)

 � Impact: +120,000 t to 500,000 t of hot-
dip galvanized steel (+30% capacity).

2014–2015
NLMK LipetsK

Construction of air separation 
units Nos. 16 and 17

productivity: 34,000 m3/h of pure oxygen 
and 40,000 m3/h of nitrogen. the units 
will also produce a neon–helium mix and 
krypton–xenon concentrate; planned 
sales to third-party buyers.

 �  Investment: RUB 2.3 Billion  
(~$39.6 million)

 � Impact: more efficient extraction of 
air separation products.

2013–2017
stoiLeNsKy

Construction of a thickening unit, 
water recirculation and tailings 
transportation system

A more efficient way of handling, 
transporting and storing waste ore (tails) 
after beneficiation.

 �  Investment: RUB 0.3 Billion  
(~$5 million)

 � Impact: recycling of water used in 
transportation, removal of technical 
barriers to increasing production of iron 
ore products.

2015
NLMK LipetsK

Implementation of waterless 
slag cooling technology

the new facility more than doubles the 
area designated for the cooling of slag 
from Blast Furnace shop No. 1, making 
it possible to dispense with the use of 
water and the resulting formation of 
hydrogen sulfide.

 �  Investment: RUB 0.4 Billion  
(~$6.9 million)

 � Impact: a more than eight-fold 
reduction in hydrogen sulfide emissions 
produced during the slag cooling 
process.

KEY  
InVESTMEnT 
pROjEcTS
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2015–2017
NLMK LipetsK

Upgrade of dedusting systems 
at sintering, blast furnace, and 
refractory operations. 

installation of 28 bag filters (more 
than 9,000 bags) and 4 electric next-
generation filters.

 �  Investment: RUB 3.0 Billion 
(~$51.7 million)

 � Impact: 6% reduction in gross 
dust emissions.

2017
NLMK LipetsK

Expansion of slab warehouse

Creation of new sections for cutting, 
inspecting, processing, and weighing 
slabs. installation of new crane and 
weighing equipment, transformer 
substations, and cutting and positioning 
units.

 �  Investment: RUB 2.0 Billion  
(~$34.5 million)

 � Impact: warehouse throughput 
capacity increased to 2 mtpa of steel 
slabs, ensuring stability of supply for 
clients.

2016–2017
NLMK LipetsK

Construction of a new unit for 
producing krypton–xenon mix

Krypton–xenon mix is obtained from 
krypton concentrate. it is extracted 
during the production of oxygen 
and nitrogen at the plant’s air 
separation units.

 �  Investment: RUB 356 million  
(~$6 million)

 � Impact: 1.7x increase in rare gas mix 
production to 560 m3 per month. 

2017
stoiLeNsKy

Implementation of a predictive 
management system for ore crushing 
and beneficiation processes

system gathers data from control and 
measuring devices on the current modes of 
these units in real time, compares the data 
against historical data accumulated over 
the previous period, and issues instructions 
on how to adjust the equipment modes.

 �  Investment: RUB 172 million 
(~$3 million)

 � Impact: efficiency of beneficiation 
equipment increased to 300,000 tpa of 
concentrate.

2017
NLMK LipetsK

Construction of NLMK Group 
Corporate University begun 
in Lipetsk

the site of a former cultural center will 
provide the location for a modern, multi-
functional center, the core of which will 
be the NLMK Group Corporate University.

 �  Investment: RUB 1.8 Billion  
(~$31 million)

 � Impact: creation of a unified 
center for training and improving the 
qualifications of managers at all NLMK 
Group companies.

2017
NLMK LipetsK

Replacement of turbo  
generator No. 5

existing 60-MW hydrogen-cooled unit 
replaced with air-cooled unit, making 
system safer and more reliable.

 �  Investment: RUB 1.9 Billion  
(~$32.7 million)

 � Impact: reliability of electricity supply 
secured at minimal cost.

2017
NLMK LipetsK

Construction of briquetting 
plant begun

Capacity: 700,000 tpa of steelmaking 
briquettes. Used as feedstock in 
pig iron production, the briquettes 
are made from a mixture of iron ore 
concentrate, dust captured in blast 
furnace off-gases, and iron and carbon 
contained in blast furnace sludge.

 �  Investment: RUB 2.8 Billion  
(~$48 million)

 � Impact: more than 250,000 tpa of 
blast furnace sludge put back into 
production. Reduction of 9% (around 
580,000 t) in use of iron ore pellets to 
produce pig iron, coke consumption 
reduced by 3% (145,000 t), production 
cost of pig iron reduced by 2%.

2017
NLMK LipetsK

Implementation of pulverized coal 
injection (PCI) technology at blast 
furnace Nos. 4, 5, 6 and 7

Co-injecting natural gas and fine coal 
particles into the blast furnace results in 
reduced coke consumption, while expensive 
raw materials such as coking coal are 
replaced with a cheaper energy alternative.

 �  Investment: RUB 9.6 Billion  
(~$165.5 million)

 � Impact: coke consumption reduced by 
30%, natural gas consumption reduced 
by approx. 50%, pig iron production costs 
reduced by approx. 5%.

2016
stoiLeNsKy

Implementation of High Pressure 
Grinding Roll (HPGR) technology 
at beneficiation plant, first stage 
(sections 1 and 4)

HpGRs not only crush the ore but also 
break up its crystalline structure. 
the downstream stages at stoilensky 
receive ore that is more ‘ductile’ for 
further grinding.

 �  Investment: RUB 2.7 Billion 
(~$46.5 million)

 � Impact: capacity of beneficiation 
plant increased by more than 1 m t of 
concentrate.

2016
stoiLeNsKy

Use of 3D modeling to  
optimize ore extraction

Modern Micromine mining software 
makes it possible to work with a 3D map 
of the deposit. this provides a more 
accurate impression of the deposit’s 
reserves, enabling rapid selection 
of the optimal approach to mining 
operations.

 �  Investment: RUB 16 million  
(~$275000)

 � Impact: online monitoring of the 
progress of mining operations.
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F
or us, the key objective of Strategy 
2017 was to achieve leadership in 
strategic markets. We needed to gain 
access to, or increase our presence in, 
attractive product, sector, and regional 
segments. We planned to grow our 
share of the Russian market, increase 
the number of long-term contracts 
in our portfolio and, in addition, 

make greater use of the capacities in our 
European and American divisions. Very quickly, 
however, reality stopped corresponding to 
our expectations. Global consumption of steel 
products slowly declined, as did steel prices, 

exports of finished and semi-finished steel 
products grew by one and a half times over the 
period 2014 to 2016.

The China factor, in combination with 
the strengthening of the dollar against the 
currencies of developing countries, caused 
a sharp fall in prices, in spite of analysts’ 
forecasts that these would remain at least at 
the 2013 level. In response, many countries 
started adopting protective measures, leading 
to a 30% increase in protectionism.

The situation on the Russian market was 
likewise challenging. Devaluation of the 
ruble and a fall in GDP and business activity 

in our key sectors led to a decline in the 
demand for steel.

The rate of this decline was three times 
greater than the rate of GDP decline. For 
example, in comparison with 2013, 2015 saw 
steel consumption fall by 8% and GDP by 2%, 
and in 2016, steel consumption fell by 12% and 
GDP again by 2%. The leader in this race to the 
bottom would be the construction sector, the 
major consumer of rebar (down 23% by 2014) 
and of galvanized steel (down 12%).

All in all, the last five years in Russia 
have seen an accumulated loss in steel 
consumption of 14 million tonnes.

With such an economy, we had to take 
a proactive approach in order to maintain 
the company’s leading position. We 
completely reengineered our business model, 
diversifying it in terms of both products and 
markets. This allowed us to acquire some 
obvious advantages: being geographically 
closer to our clients and able to react more 
quickly to their needs. The previous system, 
whereby clients sent us their orders, and 
we simply fulfilled them, was no longer 
adequate to meet the new challenges that 
we faced. We needed to make the transition 
from a simple service model to active sales, 

by developing the functional area of sales 
to end consumers.

As a result, we achieved almost all of 
our goals on the Russian market. Against a 
background of falling demand, we increased 
our share of the hot-rolled steel market 
from 13% in 2013 to 17% in 2017, our share of 
the cold-rolled steel market from 24% to 29.6%, 
and our share of the galvanized steel market 
from 17% to 21.8%. We also saw an increase 
in sales on the European and US markets. By 
achieving closer integration within the Group, 
we succeeded in increasing slab supplies to 
our international sites. Today, this accounts 

ILYA 
GuSchIn
Vice President,  
Sales

contrary to analysts’ expectations that these 
would rise, or at least remain at their previous 
level. There were several external factors that 
put pressure on Strategy 2017, although three 
can be singled out in particular.

The arrival, earlier than anticipated, of new 
production capacity in China led to oversupply 
and a fall in utilization. China had imported 
steel right up until 2005; in 2006, Chinese steel 
production in China stood at just 420 million 
tonnes. By 2016, however, this figure had 
grown to more than 800 million tonnes.

More than 600 million tonnes of steelmaking 
capacity were rendered superfluous. Chinese 
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for around 70% of slab exports. We have 
succeeded in penetrating new niche markets 
and in finding new clients. This is especially 
true of plate for offshore wind farms, 
abrasion-resistant and high-strength steels 
for the machine-building industry, and special 
steels for the production of large-diameter 
pipes. In Russia, we have collaborated with 
United Metallurgical Company (OMK) to create 
a high-technology chain for large-diameter 
pipe production. This has allowed us to access 
a new market for slabs in unique dimensions, 
which was previously dominated by imports, 
and acquire a 100% share of it.

We have transformed our product 
marketing to include a deeper approach to 
market analysis. This has changed the pace of 
our work. Information exchange between our 
different subdivisions, and between Russia, 
exports, and our international divisions, has 
become considerably faster. As a result, by 
2017 we had succeeded in increasing our share 
of sales of high-value-added products.

Nonetheless, a number of factors had 
an impact on sales of flat products in this 
period, not all of which were dependent 
on us. For instance, supplies of hot-rolled 
steel to Ukraine shrank almost fourfold. EU 
protectionist policies forced us to abandon 
historically attractive export markets for 
cold-rolled steel and turn our attentions to 
the Asian market. In spite of these issues, 
we found a solution to every situation and 
continued with our development projects. 
Between the end of 2015 and the beginning of 
2016, for example, we upgraded HDG-1, thereby 
increasing the capacity of the facility by 30% 
to 500,000 tpa. In a situation of strengthening 
competition, we managed to increase sales 
volumes for galvanized steel, and our market 

share – in 2016 we had 20% of the market, and 
in 2017 our share was 21.8%.

Long products likewise presented a 
challenge. NLMK Long also faced falling 
demand on the Russian market and intensifying 
competition from the introduction of new 
capacities. And although we didn’t succeed in 
meeting our sales volume targets on the Russian 
market for long products and metalware, we 
were able to offset this drop by increasing 
exports of billets, rebar, and wire rod.

This increase in sales enabled us to 
increase utilization of our production capacity. 
Since 2013, utilization at all Group companies 
in Russia has grown by 3 p.p. to 98%. According 
to our estimates, this exceeds utilization at 
other steel companies in Russia.

We fully understand that our clients’ main 
concern is quality, and we do everything within 
our power to meet their exacting needs and 
specifications. In 2017, a decision was taken 
to build new capacity for the production of 
premium-quality products. At our continuous 

hot-dip galvanizing line No. 5 (HDG-5), which 
produces 450,000 tpa of galvanized steel, 
there are plans to employ two baths to 
produce promising new varieties of coating, 
such as zinc plus aluminum, or zinc plus 
magnesium. A new pre-painting line (PPL-4) 
with a capacity of 150,000 tpa will specialize in 
premium high-class coatings, and in particular 
multi-layered coatings, for producers of white 
goods with a Printech decorative coating.

Our future plans include work to develop 
both new products and our relationships 
with customers, which we are building for the 
long term. In fact, we have made customer 
satisfaction one of the most important target 
indicators for measuring the performance of 
NLMK’s sales service.

We are continuing our efforts to become 
the most client-oriented company in the steel 
industry, and have focused our attention on 
expanding our sales network. Today, against 

the backdrop of a rapidly changing market, 
we are focusing not only on our direct trading 
partners, but also on the needs of the end 
consumer. In this sense, further developing the 
service capabilities of our trading house is a 
very timely step to take. All of this will enable 
us to enhance our collaborations by scaling 
our sales office and warehouse system for 
end clients and distributors. The advantages 
here are clear: the ability to accept orders and 
serve clients quickly, the capacity to process 
orders and dispatch them from the warehouse 
on the same day within the space of a few 
hours, and an extensive product mix make 
the sales office and warehouse a veritable 
supermarket for steel solutions.

It is vital for us to establish rapid and 
flexible processes for meeting our clients’ 
needs. This is why we intend to develop our 
online sales team. We were one of the first to 
start creating an Internet platform to allow us 
to work directly with our partners. Now, we have 
launched a new online platform, which is aimed 
at the end consumer. On the whole, we have 
stayed true to our strategy, which is focused on 
creating new approaches and standards, and 
on providing a truly global service in which the 
needs of the client come first.
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O
ne of the four pillars of Strategy 
2017 was leadership in sustainability 
and safety. In order to achieve this 
objective, in 2013 the Group created 
a separate function devoted to 
occupational health and safety, and 
I was appointed to lead it. We have 
implemented a new occupational 
health and safety policy, which has 

become an emphatic statement of our goals 
and ambitions: to become one of the safest 
steel companies in the world through the 
use of effective risk management processes 
and the latest and best practices in the 
management of occupational health and 
safety issues, as well as the development of 
a culture of safety among all employees – 
from managers to on-site workers. We have 
begun to introduce advanced occupational 
safety tools, and new methods for training, 
developing, and engaging staff. This is all 
being done to ensure that people approach 
safety issues more consciously; not under 
orders, but with an appreciation of the 
importance that occupational health and 
safety holds for them personally.

We have set ourselves a target: to reduce 
the workplace injury rate (LTIFR) at the Group’s 
Russian assets to a level no higher than 
0.6 lost time injuries per million man hours 
worked. This is comparable with safety levels 
at the world’s leading companies. And, by the 
end of 2017, it was already clear that we had 
achieved this goal. This means that, with the 
help of our new tools, we genuinely succeeded 
in persuading people of the importance of 
occupational health and safety, and of playing 
their part in the development of a safety 
culture. To begin with, of course, we had to 
bring health and safety issues under strict 
control. We developed key health and safety 
regulations, establishing clearly within those 
how we would deal with individuals who put 
themselves at risk and created a dangerous 
environment for their colleagues.

refers to qualifications and technical training, 
as well as to access to safe and serviceable 
tools and equipment. Contractors are still 
going to excessive lengths to cut costs, 
including when it comes to looking out for 
occupational health and safety. We decided to 
change this at a fundamental level.

Now, the qualification process for 
contractors is as follows: we have to be able 
to assess as early as the tender phase what 
safety systems the contractor has in place, 
whether they have their own statistics and 
figures, whether they have an occupational 
health and safety specialist, whether the 
training and qualifications of the people who 
will be working for us have been verified, and 
whether they have the required experience. We 
want to be certain that these people haven’t 
simply been plucked off the street yesterday in 
order to do jobs that are often dangerous. This 
is another practice that we see, unfortunately. 
Contractors are now clear: if they can’t meet 
this minimum set of requirements, then they 
won’t ever be given the opportunity to work 
with us. Now that we have created a pool of 
tried and tested contractors, we are preparing 
to develop their occupational health and 
safety credentials.

We are presently developing a practical 
training program with their cooperation. 
We are also building and organizing various 
practical simulators, where contractors 
can verify the readiness of their staff 
for themselves before giving them tasks 
which are complex or associated with 
a heightened level of danger.

Our initial plan was to create a unified 
platform for safety requirements at each of 
our sites. But our company is an international 
one, and occupational safety requirements 
vary between countries: America has stricter 
regulations than Russia, for example. We 
therefore decided to build our own unified 
corporate system for everybody based on the 
latest and most stringent standards. We are 
now beginning to introduce some tools which 
form part of US Government requirements 
for carrying out repair work, shutdowns, 
operations involving different kinds of 
energy supply, and so on. From this we have 
derived a set of minimum requirements 
and, based on these, we have developed 
a methodology for assessing the maturity 
level of our companies.

Our sites are now carrying out self-
assessments of their compliance with these 

Exactly a year after we had begun to 
implement our strategy, we were able, for the 
first time in the more than 80-year history 
of the company, to mark a calendar year 
without a single fatal incident among either 
our employees or our contractors, across the 
entire territory of NLMK Group, including our 
international assets. And in the space of the 
four years from 2013 to 2016, we more than 
halved the injury rate in all respects, across 
all of our divisions. The Lipetsk site was twice 
declared the safest in the Russian Federation, 
in 2014 and in 2016. In 2017, however, we were 
less successful in this regard: the number 
of incidents at our sites increased, and, 
unfortunately, the consequences were grave. 
Both our employees and our contractors 
were affected.

requirements, which include areas such as 
working at height, operating heavy lifting 
equipment, working within confined spaces, 
and others. If the methodology identifies an 
area of non-compliance, then the site draws 
up a plan of action setting out what they need 
to do in order to reach the required level. We 
introduced this methodology over a year ago. 
This hasn’t given us long enough to solve all 
issues, of course, but we do now have a clear, 
step-by-step mechanism for bringing all sites 
in line with unified safety standards.

What’s next? For the new strategy cycle, 
we have been talking a lot about process 

automation. In projects carried out at NLMK 
Ural, we have succeeded in fully automating 
the extraction of metal samples from an 
electric arc furnace. This was previously 
a job done by hand; now, a manipulator is 
there to do it instead. There’s no longer any 
need for an employee to be in the danger 
zone, in close proximity to molten metal. 
This course of removing employees from 
danger areas, and of otherwise increasing 
the safe distance between staff and sources 
of risk, is one that we intend to continue to 
pursue in the future.

We will continue to develop our corporate 
occupational health and safety management 
system. We will strive to develop the skills of 
our employees at all levels. We are preparing 
to launch a substantial training program for 
middle management: a three-day course for 
managers of production units, where we will 
talk about commitment to safety issues and 
management using specific tools. We will 
also offer new types of training for on-site 
employees, designed to encourage them to 
consider their own priorities and habits, and 
to think twice about their actions and the 
potential consequences.

Earlier, before Strategy 2013–2017 was 
introduced, the decision-making process 
went as follows: is there a risky operation to 
be carried out? Then give it to a contractor to 
do. But at the end of the day, if there are risks 
involved, what difference does it make who 
takes them on? Whether it’s our employees 
or other people working on our sites, 
nobody has more than one life. Working with 
contractors is naturally more challenging from 
a management point of view.

First of all, the safety culture among 
contractors is generally speaking at a lower 
level than among our own employees. This 

VIKTOR 
TOGOBETSKY
Vice President for Occupational Health 
and Safety and the Environment

We decided tO bUiLd OUr 
OWn UniFied cOrpOrate 
SyStem FOr everybOdy, 
baSed On tHe LateSt and 
mOSt Stringent StandardS



A
s a new company, NLMK Information 
Technologies became part of the 
Group in 2012. This centralizing 
move laid the foundations for the 
creation of a service company which 
could provide a broad spectrum 
of high-quality IT services for 
its internal clients – the Group’s 
companies. It was also important 

to ensure transparency in the operation of 
the IT service, the transition to a service 
model of management, the formulation of 
a list of IT services required by consumers, 
and the associated cost.

Added to these challenges in 2017 were the 
tasks of updating management processes for 
IT projects, creating a target architecture for IT 
systems, and putting together a strategy for IT 
development through 2022. We first developed 
a catalog of IT services. Our agreements with 
our clients in 2014–2015 included four services; 
in 2017 this number grew to more than 140.

Our second step was to create a clear and 
transparent model for calculating the cost of 
our services, enabling both us and our clients 
to identify potential for optimization.

And third, we have launched several 
major new IT programs, among which I’d 
like to highlight the introduction of HR 
management systems based on SAP HCM and 
SAP SuccessFactors, the first release of which 
was in January 2017. The number of projects 
continues to grow. Whereas there was an 
average of around 30 projects in 2016, in 2018 
there are plans for around 100 projects aimed 
at increasing efficiency – that is, the speed 
and performance of production and business 
processes.

In 2017 we conducted an audit of our 
cybersecurity system, as a result of which 
we are planning to begin implementing an 
integrated cybersecurity program from 
2018. Implementing this program will help 
the Group to minimize risks associated with 
external threats (such as virus attacks), as 
well as internal ones (such as the disclosure 
of confidential information).

Working in partnership with SAP, in 2017 
we also launched an important new area of 
operations, which will be essential to the 
future of the Group – a Co-Innovation Lab. 
The Lab’s objective is to seek out, develop, 
and implement breakthrough innovative IT 
solutions which can subsequently be rolled 
out across the company and possibly beyond. 
We have selected several ideas to turn into 
prototypes, which will work with company 
data and use internal business processes. 
Implementation of the selected ideas is now 
in its final stages – they include robotization 
of routine financial operations at the NLMK 
Group Accounting Center based on analysis 
of bank statements; forecasting cash flow; 
predictive forecasting of repairs on one of the 
sections of Mill 2000; and a positioning system 
for staff at one of our most complex facilities, 
the hot-dip galvanizing line.

These projects made use of such 
innovative solutions as machine learning 
and the industrial Internet of Things. There 
are always doubts about whether it is 
possible to make things bigger and better 
regardless of the circumstances, but on the 
whole I believe the work done by our team 
deserves a solid B+. As we are in essence 

ELEnA 
DEMYAnOVA
Vice President for IT

a service function for the core business, 
increasing customer satisfaction is especially 
important to us. It is indicative of the quality 
of IT service development and of the service 
company itself. Between 2015 and 2017, the 
satisfaction index showed an improvement 
from 95% to 97%.

What are we planning to work on next?
The main thing is the implementation by 

2022 of a strategy to introduce modern MES 
technology – a new generation of software 
for managing production processes. The basic 
NLMK Group chain will be fully digitalized. 
This will not only make it possible to view the 
parameters of any process in real time – as a 
whole or separately – but also, using digital 
replicas of entire companies and individual 
facilities, to model any production scenario, 
including with the virtual addition of new 
capacities and technologies. So far, only 

Stoilensky has been digitalized, enabling 
optimal planning of operations there, but 
2022 will see the digital transformation 
of other NLMK Group companies 
and divisions.

We will continue to actively implement our 
new Agile/Scrum philosophy. With standard 
project technology, you start by designing 
the entire system, then implement it in full. 
As a rule, this kind of approach takes 9–15 
months, and in the best case scenario the 
business gets the system in a year’s time. 
Over the course of such a long project, 
however, many changes take place, and these 
are often critical in nature. Agile/Scrum 
gives you the ability to make alterations 
to a project during implementation, as the 
world around you evolves together with the 
requirements of the business. We have used 
this technology in particular in our project 

to integrate Sberbank’s distance banking 
services with NLMK’s ERP system using Host-
to-Host technology. Organizing the direct 
exchange of electronic documents has 
improved cybersecurity, and made banking 
services faster and simpler. Another team is 
using Agile/Scrum to create a new NLMK Group 
internal corporate portal.

The dynamic of its project portfolio 
requires NLMK IT to strengthen its team 
and develop staff skills; that’s why, in 
order to address the company’s shortage 
of professional resources, we’re opening a 
branch office in Voronezh in 2018 which will 
operate throughout NLMK Group.

Nowadays you have to run to stand still, 
but if we want to move further forward, we 
have to run faster each day, discovering new 
solutions and technologies. This is especially 
true in the world of IT.
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Between 2015 And 2017, 
tHe It ServIceS qUALIty 
SAtISfActIon Index SHowed 
An Improvement from 
95% to 97%
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r
isk management as a functional 
area was developed during the 
implementation of Strategy 2017. We 
learned how to better identify and 
assess risks and, most importantly, 
how to manage them. The risk 
map today features 16 top risks, 
and a large research project on 
internal monitoring systems for the 

company’s key business processes is nearing 

completion – around 140 active monitoring 
procedures have been analyzed and assessed 
for efficiency.

A risk management culture is becoming 
established within the company. Risk 
management has already become a daily 
activity for the majority of directors and 
managers, who are making active use of their 
experience and sharing knowledge. We have 
also made our own contribution – for several 
years, business representatives, who we 
call “risk coordinators,” have been acquiring 
professional skills in the fields of risk and 
internal monitoring systems. This is important 
in order for our employees to understand how 
to act in non-standard situations, and to pass 
this knowledge on to their colleagues.

We are also reminding them of the 
company’s existing internal regulations on 
preventing corruption and fraud. In October 
we launched an online “Conflict of Interest” 
course jointly with the Corporate University on 

NLMK Group’s distance learning system,NLMK 
Webtutor. It is now possible to complete a 
conflict of interest declaration electronically, 
making the process more convenient for users. 
It is gratifying to see that risk management 
has become a practical tool within the 
company. We aren’t standing still, however, 
we are actively working to translate some 
of our “manual” monitoring procedures into 
IT systems, which will reduce the number 
of formal actions required and increase the 
transparency of these monitoring procedures.

As far as our functional area and its role 
in Strategy 2022 is concerned, the key vectors 
to be implemented in the next five years are 
integration of the risk management system 
into the IT environment, integration of risk 
assessment and management practices into 
the business environment (including strategic, 
investment, and other risks), and the transfer 
of some of our monitoring procedures from 
external monitors to the business itself.

EuGEnE 
OVchAROV
Vice President for Risk 
Management

we Are ActIveLy workIng 
to trAnSLAte Some of 
oUr “mAnUAL” monItorIng 
procedUreS Into It SyStemS

SERGEY 
FILATOV
NLMK Managing  
Director 

S
trategy 2017 was, in essence, a set 
of operational efficiency programs 
and innovative and investment 
projects. As part of the optimization 
program, more than 1,500 projects 
were implemented at NLMK Lipetsk. 
The anticipated total economic gain 
from the program by the end of 2017 
is RUB 20 billion (~$345 million).

We have increased our share of the Russian 
high-value products market (cold-rolled 
flats, galvanized steel, pre-painted steel, and 
electrical steel). Production volumes of skip 
sinter, pig iron, steel, and hot-rolled flats have 
also increased significantly since 2013. At the 
same time, output of defective products has 
more than halved within the same period (from 
2.53% to 0.93% according to data for the first 
three quarters of 2017). We have also succeeded 
in reducing the specific energy consumption of 
steel (by more than 3% compared with 2013).

There is much for us to be proud of. We 
have launched two pulverized coal injection 
units, which have allowed us to reduce the coke 
consumption rate at blast furnaces Nos. 4 5, 6, 
and 7. We are completing the construction on 
a briquetting plant at the Lipetsk site which 
will enable us to put ferrous wastes back into 
production and reduce Fe costs. We have 

launched a new crushing and sorting complex 
for processing steelmaking slags. The reduction 
of our environmental footprint is also worthy of 
note. A new facility for biochemically purifying 
waste water from our coke plant at the Lipetsk 
site is already in operation, as is a facility for 
cleaning emissions from the cast yard of blast 
furnace No. 4, and a new complex for processing 
blast furnace waste. As a result, total dust 
emissions have been reduced by more than 
1,100 tpa, and specific substances by 20 tpa. In 
2017, the Year of the Environment, we invested 
more than RUB 5 billion (~$86 million) in green 
technologies and conservation measures.

There was also much work to be done on 
increasing workforce productivity, improving 
staff professional development, and 
establishing a favorable corporate culture. 
Thanks to teamwork across the company, 
Strategy 2017 was a success.
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A
n important aspect of Strategy 
2017 for Stoilensky was securing self-
sufficiency for NLMK Group in iron 
ore. We were set highly ambitious 
objectives: to build a pelletizing 
plant, to increase the capacities 
of our mining and beneficiation 
operations, and, of course, to 
improve operational efficiency.

We achieved 100% of these goals. We 
succeeded in building and launching one 
of the largest pelletizing plants in Europe, 
with a pellet capacity of 6 mtpa. Projects to 
increase the capacity of our beneficiation 
plant were implemented in full, with High 
Pressure Grinding Rolls installed in all four 
sections of the plant. These have enabled us 
to increase the productivity of each upgraded 
section by 12.5%. A predictive system has been 
introduced for managing ore crushing and 
beneficiation processes. In the long term, this 
will make it possible to increase the efficiency 
of our beneficiation equipment to 400,000 
tpa of concentrate.

The second stage of a thickening 
facility was launched at Stoilensky in May 
2017. We have made the transition from 
a free-flow system for warehousing tails 
– waste products from the beneficiation 

DMITRY 
STOpKEVIch
General Director  
of NLMK Long 

L
ike the rest of the company, our 
division has had some ambitious goals 
to contend with. We have continued 
our work to shape the division into a 
unified production chain, in which each 
company – Vtorchermet NLMK, NLMK 
Ural, NLMK Kaluga, NLMK Metalware, 
and NLMK Ural Service – has its own 
goals, but shared results.

In global terms, we have succeeded in 
preserving jobs and utilization of capacity. 
Amid challenging economic conditions, 
an important decision was taken: the 
division not only strengthened its presence 
in exports, but also began intensive 
development work on a new sales channel – 
retail sales. This required the mobilization of 
a number of services – production challenges 
this ambitious can’t be overcome alone, 
especially when you are facing high levels 
of competition.

We learned an important lesson: it isn’t 
enough to set a goal – you must also be sure 
that your team is thinking and acting in synch 
with you. As far as production is concerned, 
analyzing the work that we have done has 
allowed us to identify and develop investment 
projects aimed at improving the quality of our 
products and our operational efficiency, and 
to establish the horizons of the next strategic 
cycle ahead of time.

Our focus throughout the present strategic 
cycle has been on improving our performance 
as a division. Vtorchermet NLMK increased 
captive scrap collection to 2.9 mtpa, providing 
NLMK Group with more than 60% of its scrap 
needs. Our steelmaking companies have 
successfully reduced consumption rates of 
metal, ferroalloys, and energy resources. 
Much work has been done to optimize energy 
modes at the EAF shops at NLMK Ural and 
NLMK Kaluga. As a result, we exceeded the 
planned impact of the optimization program 
by nearly two times.

Unfortunately, we did not succeed in fully 
preventing workplace injuries this year. This 

process – to a pressurized-flow system. 
This has led to a reduction in expenditure 
on transportation and water supply at the 
beneficiation plant.

One more project which has allowed us 
to ensure stability of production should be 
mentioned. We were faced with a bottleneck, 
in the form of two conveyors which transport 
ore to the beneficiation plant. Over 30 years 
of use, these had become outdated and 
succumbed to corrosive wear. An emergency 
shutdown of the conveyors threatened the 
production chain with collapse, not only 
at Stoilensky, but at all of the Group sites 
that depend on our concentrate. In 2015 we 
succeeded in replacing the old conveyors with 
new ones within a record timeframe.

On the whole, I would assess this stage 
of operations positively. We have worked 
extremely hard, and I am pleased to say that 
we have made progress with our plans and 
kept to the deadlines that we set ourselves. 
The most important thing that we have learned 
in this period is that before getting started 
on implementing a new project or introducing 
new equipment, we need to calculate all of the 
risks involved and assess our readiness for the 
task ahead. We need to see how the piece of 
equipment concerned is performing in other 

vital challenge is one the division treats with 
the same importance as all financial and 
operational indicators. We are conducting a 
detailed analysis of every single incident, and 
developing a set of measures to eliminate the 
factors that caused them, working together 
with both managers and teams.

companies, not only in Russia, but also abroad, 
and apply these observations to our own 
situation. We also need to understand how to 
prepare our staff. The responsibilities of our 
employees, together with their knowledge 
and experience, are highly significant when it 
comes to launching a new piece of equipment 
or implementing new projects.

Stoilensky has some quite ambitious 
plans for Strategy 2018 and Strategy 2022. The 
planning documentation has been prepared 
and work has begun on expanding Stoilensky’s 
mining operations. This will enable us to 
increase extraction and transportation of 
quartzites to 37 mtpa, with the potential for 
a subsequent further increase to 47 mtpa.

SERGEY nApOLSKIKh
General Director of Stoilensky

prodUctIvIty At eAcH 
UpgrAded SectIon of oUr 
BenefIcIAtIon pLAnt HAS 
IncreASed By 12.5%

We will continue overhauling our 
beneficiation plant, with the aim of increasing 
iron ore processing volumes to 5 mtpa and 
obtaining an additional 2.5 mtpa of concentrate.

And, of course, we will work on increasing 
productivity at our pelletizing plant. We plan 
to increase the productivity of our annealing 
facility by 20%, thereby upping pellet 
production to 7.3 mtpa.

All in all, I can conclude that we have 
achieved our strategic goals and I would like 
to express my profound gratitude to all of our 
employees for getting us here. But it is safe to 
say that this was only the first step for us. We 
have now transitioned to a new level, and we 
are already thinking about the next challenges.

vtorcHermet nLmk 
IncreASed cAptIve ScrAp 
coLLectIon to 2.9 mtpA



t
he success of Strategy 2017 is in 
large part due to the fact that it 
incorporated specific projects 
and quantitative results. The 
inclusion of clearly formulated 
goals is a cornerstone of successful 
management. Our functional area – 
finance and economy – tracked every 
stage of strategic initiatives. Our 

controlling team was in charge of assessing 
to what extent a given Strategy objective 
had been achieved, as well as adjusting the 
achievements of previous years to the pricing 
conditions of the current year.

Controlling also bore the responsibility 
for preliminary and subsequent assessment 
of operational efficiency initiatives. This 
made it possible to properly allocate company 

ore, finished products, and utilization of 
equipment. For example, if we now see an 
increased margin for pig iron on the market, 
we can quickly decide what feedstock will be 
used to produce additional pig iron, whether 
we have additional capacities for production 
and, accordingly, determine what volume of 
pig iron we need to use for steel production, 
and what volume we can sell.

The Group treasury has also done a lot 
of work to increase its efficiency, a result of 
which was the high rating awarded by the 
independent auditing firm KPMG. On the basis 
of this rating, the Group treasury has been 
acknowledged as one of the most efficient, 
not only among its Russian competitors, but 
also when measured against international 
benchmarks.

I am pleased to note that over the course of 
this strategic cycle our Accounting Center has 
transformed itself from a unit responsible only 
for bookkeeping into a multifunctional center, 
which has grown to include back offices for 
HR, procurement, and sales. The Accounting 
Center has also led the implementation of a 
“Fast Close” project, which has enabled the 
Group to significantly reduce the time needed 
to prepare accounts and to emulate best 
practices in the market.

As far as areas for development are 
concerned, this strategic cycle has highlighted 
a range of issues which we plan to address 
in the near future. In order to be able to 
analyze data quickly and propose appropriate 
solutions, the data must first be gathered, and 
at present this process unfortunately takes 
up almost 50% of our time. We are already 
working firstly to automate data collection 
and processing to the fullest extent possible, 
and secondly to improve our professional data 
analysis and processing skills.

We are also thinking about creating a 
center of expertise, which will engage directly 
with Strategy 2022 projects, in order to be 
able to concentrate all calculations in one 
place and to keep track of the impact of 
implementing investment programs.

The pilot project for the NLMK Production 
System at our Kaluga site has also shown that 
we can expect a very large number of ideas 
on operational efficiency after rolling the 
Production System out to all NLMK sites. The 
challenge for Controlling now is to organize 
support for the development of the Production 
System so that, on the one hand, the project 
has all of the resources that it needs, and on 
the other, there is no loss in efficiency with 
respect to existing projects.

SERGEY 
KARATAEV
Acting Chief  
Financial Officer

we HAve worked ActIveLy to 
IncreASe oUr own effIcIency

resources to implementation of the most 
effective measures.

Other important aspects of our operations 
included continuous monitoring of the 
state of the markets, assessing the sales 
margins of a given product, and providing 
recommendations on the redistribution of 
products between regions. This facilitated the 
fulfillment of another Strategy objective – to 
achieve leadership in strategic markets.

At the same time, we have not only 
assessed the impacts of Strategy 2017, we 
have also worked actively to increase our 
own efficiency. Controlling was put through 
a reengineering procedure, allowing us to 
optimize our functionality. We eliminated 
superfluous processes and reports which 
no one was interested in, and concentrated 
on doing what the Group really needed to be 
done: looking ahead, proposing scenarios 
for further development, and options for 
the most effective allocation of resources – 
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SERGEY 
ShALYAEV 
General Director  
of NLMK Kaluga

n
LMK Kaluga is a mini-mill with 
its EAF and rolling production 
facilities located in close proximity 
to both sources of raw materials 
and consumers of the finished 
product. Strategy 2017 set us the 
challenge of becoming the Russian 
market leaders in this segment. 
Another challenge was to achieve 

design capacity, because NLMK Kaluga is the 
youngest company in the Group.

So how did we do? Within six months of 
the launch, we had achieved design capacity 
at our EAF shop, and within a year we had 
achieved the same at our rolling facility. 
Today, NLMK Kaluga’s efficiency figures are 

ahead of the average for its Russian peers. 
We have become the leading mini-mill, not 
just in Russia, but globally, in a range of key 
parameters, including the productivity of our 
equipment, heat series, and many others.

In my view, our work over this period 
deserves a solid A-. The ramp-up period 
was a difficult time, but our employees 
succeeded in directing their efforts towards 
the common goal. Although everybody had 
differing levels of experience, training, 
and skills, we all came together to form a 
professional team. This is proven by the 
record figures that we regularly achieve. I 
added the minus to our grade because we 
had less success in mastering our range 
of sections – the solid demand for rebar 
meant that there wasn’t enough time. This 
is nonetheless a gap that we will close in 
the near future by acquiring practical skills 
in the production of sections. Plans for the 
mill would also have benefitted from the 
inclusion of a warehouse for storing a wide 
range of finished products. This would help 
us to work more flexibly with our clients, 
including with respect to deliveries by road. 
It is clear now that a warehouse of this kind 
would make our work more efficient.

Another key lesson that we learned was the 
importance of closer contact with our clients. 
This allows us to understand their needs and 
calculate demand based on trends in the 
global construction industry.

What will we focus on over the next five 
years? Our priorities for Strategy 2022 will 
remain unchanged. We will continue to reduce 
operating costs and to increase productivity 
using the latest practices, including IT 
technology. In the next investment period, we 
will be looking to balance the mill’s capacities 
by promoting a new, modern rebar facility. 
As far as our work as a team is concerned, 
we will be investing a lot of our energy in the 
development of the Production System and 
corporate culture.

we HAve Become tHe LeAdIng 
mInI-mILL, not onLy In rUSSIA, 
BUt gLoBALLy, In A rAnge 
of key crIterIA
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DMITRY 
KOLESOV
Vice President,  
Maintenance

t
oday, the key strategy for equipment 
maintenance is a system of preventive 
servicing and proactive repairs. We 
carry out maintenance work and 
replace equipment before the point 
at which it starts to break down. We 
do this based on statistical data 
regarding minimum time to failure, 
or based on the recommendations 

of  equipment manufacturers. A high-
quality preventive system of equipment 
maintenance is also the most important 
change to have been made to our functional 
area as part of Strategy 2017. We have 
already completed the first strategic cycle, 
carrying out a major reorganization of how 
we approach maintenance and repairs. This 
was connected with wide-scale reengineering 
and standardization of management, analysis, 
planning and budgeting processes, and 
centralization of the electrical, mechanical, 
and energy services at all sites.

The company has achieved some good 
results in this area. We succeeded in raising 
efficiency by a very respectable amount, 
reducing the time and labor required to carry 

out repair work, increasing quality, optimizing 
staffing, and reducing the amount of downtime.

An assessment of the results achieved 
in reducing downtime together with general 
indicators of reliability shows that, today, we 
are one of the world leaders in our field. In 
comparison with our steel industry competitors 
in Russia and the surrounding region, our 
figures for completing maintenance on schedule 
and for the quality of our work are among the 
best, but they are still far from perfect, and 
here we have some targets to set ourselves.

service life that demands action. Diagnostic 
capabilities are extremely important in this 
respect.

This is a winning strategy, which, once 
applied, will dramatically reduce production 
losses resulting from shutdowns for major, 
scheduled, and emergency repairs, as well 
as expenditure on replacing equipment 
with an adequate remaining service life. A 
significant amount of work towards such a 
system has already been carried out with 
help from international experts. But the 
transition to this strategy is also linked with 
an ongoing transformation of repair services 
and is sensitive to increasingly complex rules 
surrounding coordination and cooperation 
within the maintenance process. In addition 
to the structures in which new competency 
centers must emerge, entirely new professions 
are also required, such as end-to-end engineer 
or reliability engineer, and planning engineer. 
This area has not been mastered in full, 
although some of the work has been done and 
has achieved excellent results; for instance, 
a competency center has been established 
for automation – the Department of Process 
Automation. This is one of the best, if not the 
best, department for this field in the global 
steel industry.

Maintenance and repairs as a functional 
area is approaching the next strategic cycle in 
good shape, and is ready for further change. 
A priority for us is mastering proactive 
maintenance with predictive elements. This is 
yet another “smart” system to have captivated 
the modern world. It works on the basis of 
mathematical models and statistical data 
on equipment performance. Maintenance is 
carried out not according to a rigid timetable, 
but only in the event of changes in the 
characteristics of the machinery. This does 
not mean that we are moving away from 
preventive methods, however; instead, we 
will also continue to improve these further. 
A reactive system will remain in part as well, 
although this will become more manageable.

In the course of the strategic period from 
2019 to 2023, we will apply an integrated 
approach, which will allow us to determine 
exactly what we will maintain within a given 
system. All of these modifications should 
provide us with further improvements in the 
reliability of our equipment, while at the same 
time optimizing the cost of our maintenance 
services. Our task is to be more efficient in 
terms of the cost of repair work than our 
competitors, and to achieve the level of best 
global practices.

IntrodUcIng tooLS for 
Improved reLIABILIty IS At 
tHe HeArt of oUr proActIve 
mAIntenAnce StrAtegy

Where were we less successful? During 
this strategic cycle we began a transition to 
our next strategy for technical maintenance 
and repairs – one of proactive maintenance, 
at the heart of which is introducing tools for 
improved reliability. In order to develop these 
effectively, it is essential that we scrupulously 
gather data on machines, build connections 
between equipment malfunctions and our 
maintenance system, making the necessary 
adjustments to our regulations, precisely 
determine the actual remaining service life 
of equipment, and replace or repair only that 
part of a piece of equipment with a remaining 

catering to their needs, and the figures show 
this. At the same time, we are operating with 
fewer people on our team: we have rebuilt our 
organizational structure in line with our key 
objectives: to make procurement transparent 
and technology-driven, and to improve 
accuracy and timeliness in our deliveries of 
materials for production and maintenance.

We have not succeeded fully in everything 
we set out to do. For several years now, we 
have been working on a cross-functional 
cooperation system. This is an objectively 
complex task, and we have yet to achieve a 
breakthrough in this area. Among the reasons 
for this are the overall workload placed upon 
those involved, as well as a lack of motivation 
and understanding of the importance of 
this work (both in terms of benefits for the 
company, and for individual career prospects). 
We need some success stories in order to get 
the process moving. I am certain that, as soon 
as these come along, the format will start to 

work. There are no means for achieving this 
other than time, faith, and perseverance.

Over the course of implementing the 
strategy, the most important lesson I learned 
was from my colleagues – it was about the 
meaning of leadership and how to work as a 
team. This has caused me to reassess many 
things in this respect.

What plans are we making for the next 
five years? The work of any functional area – 
and procurement is no exception – involves 
an enormous number of transactional tasks, 
which are necessary, but which create no 
value for the company. A fundamental trend 
which I am presently looking at from the 
point of view of the global economy is the 
simplification or automation of processes, 
or even complete robotization. We would like 
to see our people engaged in more cerebral 
tasks than supporting the circulation of 
paper documents, for instance. From an 
operational buyer procurement should turn 
into a conductor of ideas, a coordinator, a 
generator of interesting projects and the 
means of supporting them together with 
suppliers. Collaboration with suppliers is 
extremely valuable in this respect, due to 
their unique experience, which we can and 
must also use, so that we can always be at 
the cutting edge of technology and employ 
the latest materials. It is only by doing this 
that we can retain our position in global 
steelmaking – at the forefront.

oUr moSt ImportAnt LeSSon 
HAS Been ABoUt tHe meAnIng 
of LeAderSHIp And How 
to work AS A teAm

AnATOLY 
KhEBnEV
Vice President,  
Procurement

w
hat was the most important 
objective of Strategy 2017? 
Becoming a high-efficiency 
producer of steel, in terms of 
both technology and costs, 
to allow us to compete with 
any other player on the steel 
market. And we have also 
contributed towards this 

common goal. In 2017, NLMK’s procurement 
was declared the most efficient in Russia. We 
were recognized in the “Economic Efficiency 
of Procurement” category. Naturally, we were 
very pleased to receive this award, because it 
showed that the market also appreciates the 
maximal efficiency of our operations.

In addition to reducing costs, we also 
sought to improve the quality of our service. 
In my view, we have succeeded in doing this. 
On the whole, those who use our services are 
satisfied with them: we have become better at 
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SERGEY 
LIKhAREV
Vice President  
Logistics

t
he major areas of development for 
logistics as part of Strategy 2017 were 
improving operational efficiency and 
reducing expenditure, optimizing 
reserves of raw materials, semi-
finished and finished products, 
and developing the potential of our 
workforce. We set ourselves the 
goal of developing a motivational 

environment for professional and personal 
growth, engaging as many employees 
as possible in optimizing logistics and 
generating ideas.

Our biggest achievement was the creation 
of a system of key performance indicators 
(KPIs). This is fully integrated with our 
budgeting and management accounting 
systems. The tool enables us to plan our 
logistics costs while at the same time 
identifying areas for further optimization. 
Now when we talk about the potential for 
reducing costs still more, we can translate 
this clearly into concrete technical data. 
This tool also enabled us to achieve a 
structural impact on EBITDA of more than 
RUB 3 billion (~$52 million) in the period 
from 2014 to 2017.

We have succeeded in significantly 
decreasing reserves of products both on 
railway networks and in ports. Slab stocks 
have been cut by 20%, rolled products by 
12%, and semi-finished products at NLMK 
Pennsylvania by 13%. These outcomes are 
the result of promoting communicative 
collaboration both with our internal clients 
and with our contractors. We have created 
a unified information space that connects 
Group production and sales divisions, as well 
as railway and freight companies, thereby 
yielding a faster decision-making process.

In order to engage our employees in 
improvement projects, we have implemented 
a very simple and effective process for 
handling initiatives. Simplified submission 
procedures, assistance with implementation, 
and changes to the incentives mechanism 

have increased the number of people getting 
involved in project activity, as well as the 
efficiency of the work that they perform. 
Previously, implementing one project 
achieved average savings of RUB 9,000 
(~$155); this figure is now closer to RUB 9 
million (~$155,000). In 2013, one ruble of 
bonus paid for an initiative translated into 
one ruble of savings; now, it translates into 
RUB 253 (~$4.5). We were among the first to 
conduct our own pilot test of a new system 
for accelerating the career development of 
high-potential employees (HiPo). Working 
with our HR service, we selected 27 employees 
who were engaged in critical optimization 
projects and, using individual coaching, 
we helped them to develop and to achieve 
results. From this team, ten employees 
were promoted, five were enrolled in the 
talent pool, and two immediately advanced 
by several management levels. Within two 
years, for example, Yuri Savvin rose from the 
position of specialist to heading up the NLMK 
transportation logistics department.

In the area of operational efficiency, we 
have exceeded the goals set by international 
consulting company McKinsey in their baseline 
scenario for us in 2015. This was a five-year 
scenario, but we met our targets in just three. 
And I have no doubt that by 2019, we will 
even exceed the targets in McKinsey’s best 
case scenario.

Our progress in improving the quality of 
our logistics services has unfortunately been 
more limited than we had anticipated. This 
is due firstly to a lack of resources caused 
by our focus on other targets, and secondly 
due to the fact that targets and the effects of 
improving service quality are very difficult to 
put into numbers. Consequently, it’s hard to 
establish benchmarks to work towards. This 
area will be made a key priority for us in the 
next strategic cycle.

Working on strategic projects has provided 
us with three major lessons. Firstly, enhanced 
attention to detail is vital. When a project 
is developed only at a superficial level, 
those issues that come to the surface when 
it is implemented in detail reduce either its 
effects, or the longevity of these effects. 
When we were implementing a satellite 
monitoring system for vehicular traffic, 
for example, it seemed that everything 
would be simple: you buy the equipment 
and software, install it, and the project will 
immediately result in substantial savings. 
This is exactly how it had all looked on 
paper. In practice, however, it turned out that 

insufficient thought had been given at the 
start of the project to the issues involved in 
integrating the various software systems, 
changing corporate routines, motivating 
employees, and so on. Project implementation 
was delayed by two years, and it is only 
this year that it has begun to deliver the 
anticipated results.

The second lesson is that everything 
depends on people. However attractive, 
important, and striking a project might be, 
if the people engaged in it don’t perceive the 
challenges involved as their own, and don’t 
treat the project as their baby, it can end 
up buried or delayed for many years, deliver 
a much reduced effect, or run into other 
problems.

Last but not least, the third lesson: close 
cross-functional collaboration is vital. We 
have come to realize that the potential for 
optimization that can be achieved by the 
efforts of our subdivision alone is practically 
exhausted. Further increases in efficiency 
are possible only through collaboration and 
coordination with other functional areas 
and external contractors. We already have 
successful examples of such collaboration – 
for example, our project to increase static 
loads on wagons. Previously, the average 
slab load on a single wagon was 62.4 tonnes. 
Then logistics experts came up with a new 
loading system, production specialists 
implemented it, and as a result, working 
together we increased the static load to 
65 tonnes. The resulting total saving was 
more than RUB 400 million (~$6.9 million) 
a year.

Organizing constructive collaboration 
between every element along the entire 
chain – from ore extraction to delivery to the 
end consumer – will be our key focus in the 
next phase of  development. We will bring 
all of our individual areas of focus together 
beneath the umbrella of global supply chain 
management.

overALL SAvIngS from 
IncreASIng StAtIc LoAdS on 
wAgonS AmoUnted to more 
tHAn rUB 400 mILLIon  
(~$6.9 mILLIon) A yeAr



o
ur key objective under Strategy 
2017 was to ensure a reliable 
energy supply for Group sites 
and to increase the efficiency of 
energy consumption. We needed to 
implement a range of investment 
and optimization measures aimed at 
introducing the MBO (management 
by objectives) system, making use 

of secondary energy resources, developing 
our own generation capacity, increasing the 
energy-efficient use of process equipment, 
and increasing the use of by-products from 
energy facilities.

The Group’s team of energy specialists 
has done a great job over the last five years. 
In 2014, they replaced turbo generator No. 
4 at the Lipetsk site. Between 2015 and 
2016, they brought online two top pressure 
recovery turbines (TRTs) at Blast Furnaces 
No. 6 and No. 7, with a total installed capacity 
of 40 MW. We are now completing work to 
replace turbo generator No. 5. As a result of 

these projects, in 2018 approximately 58% 
of electricity consumed at the plant will be 
produced by its own generating facilities.

We have continued to upgrade lighting 
systems at NLMK Group’s Russian and 
international sites with energy-efficient 
components.

We have also devoted close attention to 
improving operational efficiency.

We now anticipate that the actual annual 
impact of energy-efficiency projects and 
organizational measures implemented across 
NLMK sites in the 2014–2017 period will be in 
the region of RUB 7.6 billion (~$130 million, RUB 
2.3 billion (~$40 million) more than estimated). 

Where has this figure come from? At the Lipetsk 
site, for example, we have implemented low-
cost technical measures which have increased 
use of blast furnace gas by CHP boilers and the 
recovery cogeneration plant. The result is that 
we are able to rely almost entirely on coke and 
blast furnace gases, using them to generate up 
to 80% of the electricity we need.

Significant savings (RUB 4.8 billion; ~$83 
million) were obtained from reducing the price 
of the energy we purchase. Thanks to the joint 
efforts of the business community we have 
managed to achieve a gradual reduction in 
the cross-subsidization of electricity and the 
elimination of “last mile” lease contracts. In 
2016, we signed a long-term contract for the 
supply of natural gas from Novatek.

We have also increased the efficiency of 
collaboration between NLMK Group energy 
services via an organizational transformation.

We are now completing the in-depth 
analysis of projects for Strategy 2022. Our 
major focus is on harnessing the accessible 
potential of recovering secondary fuel 
gases and waste heat from our steelmaking 
facilities. We are also working on increasing 
the efficiency of the heating supply to Group 
sites by building new heat supply sources or 
cogeneration plants for heat and electricity.

SERGEY chEBOTAREV
Vice President, Energy

rUB 4.8 BILLIon (~$83 mILLIon) – 
tHe ImpAct of redUcIng 
expendItUre on energy
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pAVEL 
LIzOGuB
General Director, 
Altai-Koks

f
or us, the key challenge of Strategy 
2017 was to achieve the quality 
of coke, in terms of hot and 
cold strength, required for the 
stable operation of our “large” 
blast furnaces. The next stage of 
development was aimed at stabilizing 
the results achieved in this respect, 
improving coke quality in terms of 

average particle size, lowering the production 
cost through the integration of sintering 
additive technology, and optimizing coal 
charge structures to achieve the best results 
in the “gross coke – Altai-Koks – NLMK blast 
furnace shop skips” production chain. All of 
this work, which has been carried out within 
a single process environment, is aimed at 
increasing the efficiency of our key “client” 
– NLMK Lipetsk’s Blast Furnace Shop No. 
2, and, more precisely, at reducing the use 
of metallurgical coke in blast furnaces and 
optimizing total fuel consumption.

Our second key challenge, which demanded 
an immediate solution, was linked to a 
deterioration in our raw material base with 
respect to coal and an increase in coal mining 
costs. Our objective was to introduce new coal 
charge preparation methods based on new 
technologies. The best alternative for Altai-
Koks was coal charge stamping technology, 
which involved loading the charge into the 
coke furnace chamber in the form of a pre-
stamped coal cake. This method makes it 
possible to obtain a very high quality of coke 
in a way that simultaneously expands the 
range of uses for coal, thereby reducing the 
production cost of the end product. This is a 
very significant competitive advantage.

Everything I mentioned above has 
now been achieved. We have carried out 
a consulting project on the processes for 
obtaining and transporting coke, following 
which essential overhauls have been carried 
out with the objective of reducing the degree 
of crushing and increasing the average size of 
coke particles.

We have stabilized production of high-
quality coke independent of fluctuations in the 
proportion of various components used in the 
coal charge, including additives (granulated 
pitch, petroleum-based coking additives, 
electrode coke) while simultaneously reducing 
the production cost.

As far as coal charge stamping is 
concerned, we conducted a significant 
operation to monitor all presently existing 
technologies for stamping coal charges, 
visiting leading coke producers in Germany 
and China. After examining all of the options, 
we identified the optimal technology for 
the fifth coke battery complex at Altai-Koks. 
We have now completed the evaluation and 
selection stage and moved on the design, 
planning, and implementation stage.

We have met the key challenges that 
formed part of the Strategy. We were, however, 
unsuccessful in meeting the target we had set 
ourselves for metallurgical coke production; 
this was the result of a shortage on the coal 
market of quality coking coal grades, as well 
as the setting of a joint target with NLMK 
Lipetsk blast furnace operations to achieve 
an optimal overall fuel balance.

As part of Strategy 2022, we have set 
ourselves several priority objectives. 
Implementing coal charge stamping 
technology will be our key investment project 
over the next two years. Making the transition 

to coal charge stamping will increase 
productivity at the fifth coke battery and, 
as I have already noted, enable a significant 
reduction in costs per tonne of coke, with 
a departure from using expensive grades 
of coal which are in short supply.

We will focus on optimizing our coke 
screening operation; more precisely, we will 
increase the amount of 40–60 mm fraction 
coke produced and improve its cold strength. 
In order to do this, it will be necessary to carry 
out joint industrial experiments with NLMK 
Lipetsk, and to conduct a serious analysis of 
the practicality of transitioning to a system 
of dispatching our product through a closed 
gross coke warehouse with differentiated 
dispatch flows according to fraction 
(+40 mm, 25–40 mm).

The launch of the third wave of the 
Production System in spring 2018 is 
another very important event for us. We 
will have much work to do in the coming 
years in order to engage all employees in 
the optimization process and in increasing 
production efficiency.

we HAve rISen to A LeAdIng 
poSItIon In coke qUALIty 
Among rUSSIAn prodUcerS
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Strategy 2017: tHe reSULtS

Valery 
SheVeleV
NLMK Director, 
Electrical Steel

S
trategy 2017 saw the Electrical 
Steel division working on a 
major challenge: increasing the 
competitiveness of Russian grain-
oriented steel on foreign markets. 
This was no easy task, with a number 
of countries introducing restrictive 
measures against us during this 
period and a tightening of global 

energy-efficiency standards for equipment; 
producers found themselves facing more 
exacting demands with respect to all consumer 
preferences. This situation determined our 
development priorities – to rise to the level of 
current global quality standards.

Together with the sales service, we 
performed a monitoring study of our clients’ 
requirements, revised our product certification 
system, and applied stricter quality control 
criteria. Upgrading our internal standards 
required us to make adjustments to technology 
at all stages of production, including hot-
end stages. The result was an increase 
in the output of steel with high-quality 
characteristics, including a low magnetic 
loss level – from 41% to 60%. We successfully 

domestic non-grain oriented steel market 
with a share of 75%.

As far as optimizing business processes 
from production to logistics is concerned, we 
have achieved another significant result: the 
transformation cost of both grain-oriented 
and non-grain oriented steel has fallen by an 
average of 10%. By the end of the strategic 
period, NLMK Group had met all targets for 
increasing production of grain-oriented 
and non-grain oriented steel and was at full 
utilization capacity.

We didn’t manage to complete every 
challenge, however. We have not yet been able 
to make the transition to industrial production 
of high permeability steel. This is because we 
have yet to reach the point of obtaining the 
required high performance characteristics 
on a stable basis, and so we are continuing 
to develop the technology and to conduct 
experimental tests of trial lots together 
with transformer manufacturers. We believe 
that collaborating with our new R&D team 
will reduce the time needed for us to obtain 
effective results in this area.

The work that we have done as part of 
Strategy 2017 has shown us that, in order to 
maintain consumer interest in our products 
under intensively competitive conditions, we 
have to work proactively.

We need to work closely with producers, 
and understand their long-term needs, as well 
as their current requirements, in order to be 
able to make our electrical steel the answer 
in all cases.

What’s next? We will continue our efforts 
to master high permeability steel production 
and to develop new grades of non-grain 
oriented steel so that we are ready to launch 
these products on the market in the new 
strategic period. We will increase quality and 
operational efficiency. We also have some 
new objectives: we want to set up production 
in strategically important regional markets, 
and develop a network of service centers. We 
are presently working with our sales team to 
develop the concept for these.

overcame a technically demanding challenge to 
increase production volumes of thin steel with 
thicknesses of 0.23–0.27 mm from 27% to 61%, 
and expanded our offering of high-efficiency 
premium products from five to twelve. 

Today I can say with confidence that, 
thanks to effective teamwork with NLMK’s 
functional areas at our divisional production 
sites, we have been able to buck the global 
trend of falling demand for Russian grain-
oriented steel within a narrow timeframe and 
re-establish our portfolio of export orders. 
The results of audits carried out on top tier 
transformer manufacturers General Electric/
Alstom, Siemens, and ABB, and the renewal of 
shipments to them confirm that our products 
have passed the test and adapted to the 
new market conditions.

We have strengthened our position on 
both the domestic and the foreign electrical 
steel markets – we continue to cover 10% of 
the world’s grain-oriented steel needs, and 
are a leading supplier on the promising Indian 
and Middle Eastern markets. NLMK continues 
to dominate the grain-oriented steel segment 
in Russia and the CIS, and also leads the 
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