About
Company
		

Business

Report on
Corporate		
Governance

		
Corporate
			MD&A
Citizenship

Financial
Statements

TMK
ANNUAL REPORT 2013

In 2013, the wages
and salaries at TMK
grew by an average 12%

Corporate Citizenship
71

About
Company
		

Business

Human resources
and social policy

Report on
Corporate		
Governance

		
Corporate
			MD&A
Citizenship

TMK
ANNUAL REPORT 2013

Financial
Statements

The purpose of TMK’s HR Strategy is to ensure that human capital of the Group matches its strategic
objectives, and that professional competencies and incentive programmes are in place to achieve them.
In 2013, TMK’s HR Strategy was implemented focusing on the following:

HR Management and Corporate Development

The purpose of TMK’s
HR Strategy is to ensure
that human capital of the
Group matches
its strategic objectives,
and that professional
competencies and

2013 saw implementation of a set of measures geared towards streamlining the management of
business processes, corporate and staff structure, optimising the headcount and improving workforce
productivity, such as:
• building a global organisational structure of 4 divisions (Russian, European, US and Middle East) with
TMK as a common management centre;
• undertaking preliminary arrangements to unify organisational structure at TMK’s Russian plants;
• introducing a product line–based production management system;
• issuing recommendations on how to improve the efficiency of personnel management at TMK-IPSCO
based on an in-depth analysis of HR processes, including payroll, bonuses, professional development,
terms and conditions of collective bargaining agreements;
• initiating and successfully implementing the reorganisation of the management system at the Orsky
Machine Building Plant;
• completing a number of working time analysis projects at the company’s trade departments and
administrative function optimisation projects. These initiatives were implemented using up-to-date
analysis techniques and methods helping to classify and re-allocate resources among divisions based
on their priority.
In 2013, new production entities became part of the company. Nonetheless, due to the headcount
optimisation efforts taken primarily at TMK’s Russian plants, the average total headcount remained almost
flat.

incentive programmes
are in place to achieve them
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TMK’s average headcount

2011

2012

2013

45,080

44,266

44,025

40,554

39,569

38,968

European Division

1,974

1,998

2,019

US Division

2,552

2,699

2,909

Average total headcount
incl.:
Russian Division

Middle East Division

129

Employee Compensation and Incentives
Average wages and salaries
at TMK
(2012–2013 vs 2011), %

In 2013, the wages and salaries at TMK grew by an average 12% y-o-y compensating for inflation losses
in the regions and countries where we operate, thus helping the company to live up to its commitments
provided for in the 2011–2013 Branch Tariff Agreement for the Mining and Metallurgical Industries of the
Russian Federation.
TMK entities are attractive employers in the Russian, European and US job marketplaces, offering
competitive remuneration and social benefits to their employees. We are working tirelessly on improving
earnings structure and employee remuneration system. In 2013, we started to roll out a bonus system at
TMK’s plants based on the Management by Objectives (MBO) method. This system proved efficient at the
Sinarsky Pipe Plant and TAGMET and will be applied at other plants of the company.

100

111.3

124.7

2011

2012

2013
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Employee Development and Training
Continued improvement of professional and management competencies of our personnel is a precondition to sustainable growth and competitive performance of the company.
We address this issue holistically at each TMK division by providing high-quality, innovative and
systematic employee trainings. In 2013, we increased financing of our corporate professional development
programmes by almost 20%, spending approximately 5.5 mln USD on them. The funds were, inter alia,
spent on long-term training programmes for the management of production entities and on the Six Sigma
training programme designed to introduce quality management methods across the board.
Last year, we completed the Efficient Manager Programme of trainings for top managers at all production
entities of the Russian Division. Overall, 840 managers were trained in 2012–2013, accounting for more
than 30% of the total number of managers at these entities. Also, 120 employees of TMK and sales
managers of the TMK Trade House took a corporate course in the Fundamentals and Basic Production
Methods in the Pipe Business.
To attract university graduates to the company’s entities and have highly-skilled personnel trained, in
2013 we continued rolling out our dedicated new talent programme, within which:
• 22 TMK employees were enrolled in the Ural Federal University named after the first President of Russia
B. N. Yeltsin (UrFU). There are now 60 sponsored students from the company’s entities in the UrFU.
• To support and encourage the most talented students of the National University of Science and
Technology (MISiS) and attract them to TMK, the company introduced the A. D. Deineko scholarship
for top students of the Piping Engineering and Equipment Department of the University. The first
scholarship was awarded on 14 November 2013 at the MISiS career forum.
• The TMK Youth Scientific and Technical Conference was held for the ninth time, where recent graduates
representing all Divisions of the company presented their inventions and unique solutions, most of
which are ready for manufacturing implementation.
• Together with the Government of the Sverdlovsk Region, training grounds were built at the premises of
the Seversky Tube Works and Sinarsky Pipe Plant for in-plant training of students. The investment made
by the Government of the Sverdlovsk Region in this programme in 2012 –2013 totalled 33.1 mln RUB.
In 2013, 172 TMK employees completed internships within the Corporate Internship Programme.
2013 was the first year when Romania-based entities of TMK were used for internships.

74

HUMAN RESOURCES AND SOCIAL POLICY

About
Company
		

Business

Social
partnership

Report on
Corporate		
Governance

Social

		
Corporate
			MD&A
Citizenship

TMK
ANNUAL REPORT 2013

Financial
Statements

activity is one of the cornerstones of our long-term development plans.

All TMK’s plants of the Russian, European and, partially, US Divisions build up partnership with employees
in close cooperation with trade unions based on collective bargaining agreements and meet all obligations
as responsible employers.
In 2013, the cost of all socially-focused activities, including collective bargaining agreements, across all
the plants of the Russian, European and US Divisions totalled over 120 mln USD.
To promote employee health, the company continues to co-finance employee recreation at the Burgas
Resort and health resort treatment at the Westend Resort (Czech Republic). In 2013, above 2 thous.
employees and their family members spent holidays in Sochi and above 250 employees in the Czech
Republic.
It was the first year when Christmas shows were organised at TMK-ARTROM and TMK-RESITA in
Romania for employees’ children with theatrical performance staged in Slatina and Resita; this will become
a tradition.
Conferral of the government, industry and corporate awards to the best employees is a key element
of the non-financial incentive system. In 2013, 9 employees were conferred government awards, 90
employees with industry awards, including 24 Honorary Metallurgist titles; 320 employees were conferred
corporate awards, including the title of Honorary TMK Employee conferred on 60 employees and a TMK
badge of merit awarded to 24 employees.
The company rewarded the 50 best employees with a free trip to the Sochi Olympics. Another 150 TMK
employees used their right of discounted stay at Burgas, TMK’s corporate resort, during the Olympics and
were able to take part in an unforgettable celebration of athletic excellence.

2013, above 2 thous.
employees and their family
members spent holidays in
Sochi and above 250
employees in the
Czech Republic
In
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Occupational health and safety is the focal area of our social policy. In 2013, 32 mln USD was
allocated to create a favourable working environment and secure occupational health and safety at our
entities. This resulted in better working conditions at 827 work stations and lower accident and disease
incidence rates. For example, in 2013 TMK plants saw a 26% reduction in the accident severity rate, a 19%
reduction in the frequency rate and 19.6% reduction in occupational diseases vs 2012.
All major TMK plants are certified for compliance with the Occupational Safety and Health Management
System. Annual audits by leading global audit firms confirm the efficiency of the management systems
currently run by the plants.
The following excellence in health and safety awards were given to TMK’s Russian plants in 2013:
• Sinarsky Pipe Plant ranked first and Seversky Tube Works ranked second in industrial standards and
occupational health and safety in the Sverdlovsk Region.
• TAGMET was awarded a certificate of merit from the Occupational Safety Research Institute for the Metals
Industry for contributing to the occupational safety management system.
In 2013, a number of TMK IPSCO facilities were commended for best industrial safety performance in
the cities where they operate:
• Blytheville was recognised as best in class, having logged 2 mln man hours without an accident;
• Catoosa recorded a more than 70% accident reduction combined with a 22% increase in workforce
productivity;
• Geneva enjoyed seven years without reportable accidents;
• Houston Ultra saw a reduction in accidents by more than 70%;
• Koppel has been witnessing a decline in reportable accidents by more than 30% for three consecutive
years.
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TMK’s strategic priority is to ensure transition to the best available technologies with the highest
economic and environmental performance.
We are committed to building a sustainable, responsible and competitive business, mitigating
negative environmental impact of rapidly developing production operations. In furtherance of TMK’s
environmental policy, our efforts during the year, as in the previous years, were focused primarily on
improving environmental efficiency of production processes, reducing consumption of natural resources,
and minimising waste disposal.
In its operations, TMK follows international environmental protection initiatives and agreements and
complies with national environmental standards and regulations. Any large-scale upgrade, technical
modernisation and production expansion are supported by systemic environmental activities. Eleven plants
of the company have been certified for compliance with ISO 14001:2004 (Environmental Management
System) international standard. Continuous improvement of environmental management was once again
confirmed by international auditors in 2013. Three plants of the US Division are getting ready to be
certified for compliance with ISO 14001:2004.
Environmental investments: transition to best available technologies. Environmental aspects are an
essential component of all strategic documents of the company, including the effective Strategic Investment
Programme. In 2013, TMK invested 28.5 mln USD in 31 measures designed to ensure legal compliance
and environmental protection.

•
•
•
•

These activities focused on the following:
reduction in pollutant emissions;
construction of water recycling systems;
waste water reduction;
improvement of waste disposal and land reclamation operations.

TMK’s strategic priority is
to ensure transition to the
best available
technologies with the
highest economic and
environmental performance
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In order to reduce negative impact on the atmosphere, TMK uses advanced technology with a high
degree of industrial emissions treatment. Measures in this area are annual, including routine maintenance
and overhaul of treatment facilities to improve the efficiency of gas cleaning, which helps in meeting
the approved standards. Current atmospheric emissions control expenses amounted to 5.3 mln USD,
including 3.7 mln USD for the Russian Division. In 2013, the treatment facilities of TMK’s Russian Division
plants captured and neutralised 23.5 thous. tonnes of pollutants and contributed to a 9% reduction in
gross pollutant emissions and 10% reduction in specific emissions. Specific emissions by four Russian
plants show a downward trend.
Key activities and results:
• open-hearth furnaces were closed at TAGMET with an electric arc furnace with modern efficient
gas cleaning equipment built and put into operation. Pollutant emissions reduced by more than
1.3 thous. tonnes;
• TMK-ARTROM and TMK-RESITA met the designated emission quotas;
• mobile labs were put into operation resulting in broader scope and higher quality of environmental
control at the Sinarsky Pipe Plant.

Specific pollutant emissions by
Volzhsky Pipe Plant, Seversky
Tube Works, Sinarsky Pipe Plant
and TAGMET, kg/t
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TMK’s strategic priority in reducing the impact on water bodies focuses on the transition to a recycling
water supply. For TMK, water recycling is a prerequisite for the commissioning of new production capacities,
upgrade and reconstruction of production facilities. TMK’s plants are implementing an integrated approach
to water resource management which, over time, results in optimised consumption, distribution and
sustainable use of water and reduced sewage.
In 2013, TMK continued developing the recycling water supply system and improving performance
of the existing treatment facilities. This resulted in a higher share of recycling water supply comprising
94.3% at TMK plants and 95.2% at the European Division.
Our 2013 water protection expenses amounted to 22.4 mln USD.
The development of the recycling water supply system and water discharge reduction activities
undertaken by the company helped to significantly improve TMK’s water consumption/disposal
performance. In 2013 versus 2012, TMK reduced:
• industrial water consumption by 3.6%;
• water intake from surface water bodies by 5.8%;
• total waste water by 2.4%;
• waste water discharged to water bodies by 9.4%;
• concentration of pollutants in industrial effluents discharged to open water bodies by 16.1%.
Share of recycling water supply
at TMK’s Russian Division, %
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at TMK, mln m3
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In line with its environmental policy, TMK’s plants implement initiatives to reduce waste generation,
to recycle and reuse the waste, to neutralise waste and reduce disposal, as well as land reclamation
initiatives.
7.1mln USD was spent to minimise the impact of waste on the environment, including: 5.2 mln USD
by the Russian Division; 388 thosand USD by the European Division and 1.5 mln USD by the US Division.
In 2013 waste generation amount reduced by 2.3%.
In 2013, TMK continued working towards its commitment to use waste products as raw materials for inhouse production as set forth by the company’s Environmental Policy, with 67.5% of waste being reused.
Sales of waste as a raw material for other industries increased 1.3 times.

93.87
6.07

94.53
5.85

2011

2012

94.54
5.75

2013

Reuse of industrial waste at TMK,
thous. tonnes

TMK’s land protection expenses, including land reclamation, amounted to 1.06 mln USD in 2013.

•
•
•
•

•
•

Activities and results:
Seversky Tube Works brought an automated waste management systemon-stream;
Sinarsky Pipe Plant completed the technical phase of land reclamation at two sludge storage facilities;
Volzhsky Pipe Plant commissioned modern waste landfill to accommodate waste with a hazard rating
of 3, 4, 5;
TAGMET continued working upon an ash disposal site; 278 thous. tonnes of industrial waste was
processed and removed; 342 thous. tonnes of waste was sold for further use; release of waste to the
environment was reduced by 73%;
generation of waste by the US Division reduced by 42%;
ТМК-ARTROM reduced waste generation by 71%.

Over the reporting year, supervisory authorities conducted 38 inspections at TMK plants, including 13
at Russian plants. In 2013, TMK complied with all applicable environmental reporting requirements.
795

826

1,355

2011

2012

2013
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Through sponsorship and charity, we seek to foster a favourable social climate and to create an
environment for sustainable development of the regions where we operate.
Russia-based entities provide support to orphanages, educational and medical institutions and finance
children’s sport. They organise and are closely involved with charity events designed to support the
underprivileged. For example, TAGMET is a permanent participant of a charitable action In the Name of
Kindness in support of children with serious diseases; and Volzhsky Pipe Plant, as a partner of the Russian
Children’s Foundation, takes part in the All different, All equal project intended to provide public support
to disabled children.
In the Urals Federal District accommodating two TMK entities, our charity programmes are run through
the corporate charitable foundation Sinara, a professional operator. This facilitates partnership with
civic institutions through grant competitions. In 2013, the Foundation provided charity support to 176
non-profit organisations and carried out ten large-scale cultural and educational projects in Russia and
internationally. The Foundation is working in close cooperation with stakeholders to expand its charitable
employee volunteering scheme (corporate citizenship programme).
To promote sports, TMK sponsors:
• the Russian Ski-Jumping and Nordic Combined Federation;
• a number of professional sports clubs, including: the Ural Football Club of the Russian Premier League;
the Sinara mini-football club in Yekaterinburg, a two-time champion in Russia; the Dinamo Women’s
Handball Club in Volgograd, an eleven-time champion in Russia; TAGMET tennis club in Taganrog;
• amateur teams representing TMK entities competing in various sports, including children’s and youth
sports.

Entities provide support to
orphanages, educational and
medical institutions and
finance children’s sport
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Our European Division acted as the main sponsor of Russian Culture Days 2013 in Bucharest dedicated
to the 135th Anniversary of diplomatic relations between Russia and Romania.
TMK GIPI employees of the Middle East Division are regular participants in blood donation campaigns
in support of cancer, heart diseases and HIV sufferers.
TMK’s US Division acted as a leading corporate sponsor of the Age of Impressionism exhibition in
the Museum of Fine Arts, Houston. The TMK-sponsored educational programme helped more than
50 thous. residents of Houston, including almost 1 thous. children, to see paintings from the Sterling
and Francine Clark Art Institute. Support is also provided to charity organisations in the cities where the
Division’s entities operate, including the American Cancer Society and United Way.
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