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This article shows brief results of analyzing the competitiveness of Russian vertically integrated holdings and inde-
pendent enterprises of the iron and steel industry. Besides, it indicates key areas of this industry development in the
external and internal market aspect. The promotion of Russian iron and steel products on the external market can
be successful only if the production of enterprises is refocused from creating products of low technological conver-
sions to creating products of high technological conversions.
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INTRODUCTION

The iron and steel industry is one of the leading indus-
tries that is strategically important for the Russian econo-
my (along with the production of the hydrocarbon raw
materials). One of the reasons for this is that this industry
is provided by the national raw materials base [1, 2].
However, it is necessary to note that as compared
to the Soviet period (before the beginning of the 1990s),
the observed dynamics of developing the Russian iron
and steel industry cannot be acknowledged sufficiently
important and successful in terms of positions on the
global markets. One of the key problems is insufficient
competitiveness stipulated, among other reasons, by a
high concentration of vertically integrated holding struc-
tures (19 key holdings). About 70 % of the whole volume
of the Russian market of the iron and steel industry ac-
count for them [3]. Taking into account that in the future
the demand for the mill and iron and steel products of
high conversions will only increase, it is reasonable to
consider the level of competitiveness of Russian holding
structures and independent enterprises on the market of
iron and steel industry, as well as to define basic areas of
developing this industry for the long-term perspective.

REFERENCES AND METHODOLOGY

This article uses two basic approaches to measuring
the competitiveness of economic entities. The first ap-
proach is based on the multiplication of the operating ef-
ficiency index (as a relation of the level of profitability in
the i-enterprise to the average indicator in the industry or
an aggregate of enterprises), and a strategic positioning
index (as a square root from the relation of the share of
income of the i-enterprise to the average value in the in-
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dustry or an aggregate of enterprises) [1]. The second ap-
proach lies in the fact that the most successful enterprise
is the enterprise that shows the highest level of labor ef-
ficiency in relation to its competitors [4, 5]. On the basis
of data related to the global and Russia iron and steel in-
dustry [6 - 10], a comparative analysis of vertically inte-
grated holding structures and independent enterprises of
the iron and steel industry by using the first and the sec-
ond approaches was carried out.

RESULTS

The Asian region has been a leader in iron and steel
production during the latest two decades. It produces
about 70 % of the global volume of steel and iron. The
share of the European Union is not more than 10% of
the global market of steel products and iron. Herewith,
this was only in the second part of the XX century when
the volumes of rolled stock had increased 4,5 times, and
during the period since 2000 to 2015 inclusively it al-
most doubled. Herewith, the whole European Union
produces about 160 min. tons of rolled stock and 93 - 95
min. tons of iron. Not less than 30 - 40 % of the produc-
tion are consumed internally [6].

If we consider the iron and steel products that form
the global export on the market, it is possible to note
that over the recent five years the structure of the iron
and steel products export has undergone serious chang-
es. In 2010 above 60 % of the global export was cov-
ered by products of mainly low conversions (in particu-
lar, ingots and semi-finished products, zinked sheets,
steel pipes). However, as early as in 2015 the ratio of
products of mainly high conversions (hot-rolled rods,
rolled wire, drawn wires, coated sheets, other rods and
hot-rolled sheets) already provided about 42 % of the
global export (Figure 1).

At the present time (as on 2016) Russia, being one
of the leading countries with a well-developed iron and
steel industry, provides not more than 5 % of the total
global volume of steel eliquation, but as for products of
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Figure 1 Structure of the world export of products of the iron
and steel industry, in % as to the total volume [6]

high conversions it almost does not show considerable
results [7]. Herewith, the Soviet Union accounted for
about 21 % of the products supply on the global iron
and steel market [2, 3, 8]. In 2016 in Russia 19 inte-
grated holding structures operated on the national iron
and steel market. They formed more than 70 % of the
total volume of the iron and steel production of low and
high conversions [2, 3, 7, 8].

If we calculate the competitiveness of vertically in-
tegrated holding structures and separate enterprises that
operate on the Russian iron and steel market, it is pos-
sible to note that these are holding structures that are the
most successful (Figure 2).

However, on the other hand, if we use another com-
parative approach to estimating competitiveness that is
based on calculating the labor efficiency, it is possible
to note that here independent enterprises will be the
most competitive, because at these enterprises the labor
efficiency is higher by 15 — 18 % than the analogous
indicator calculated on average according to the aggre-
gate of holding structures (Figure 3).
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Obviously, independent iron and still enterprises have
a higher level of labor efficiency. However, herewith,
they cannot efficiently compete with integrated holding
structures because they have a smaller competitive po-
tential and a limited access to the material and technical
base and administrative resource. It is forecasted for the
nearest decade that the demand for iron and steel prod-
ucts will increase (both in the national and global terms).
That is why issues related to providing competitiveness
of enterprises and the iron and steel industry in general
are rather urgent in terms of the growing demand.

RECOMMENDATIONS

The Russian iron and steel industry has a task to ac-
tivate the production and business activity in the con-
text of satisfying both the internal and external de-
mands. In the context of increasing volumes of selling
products on the internal market, it is necessary to speci-
fy the following:

« Firstly, here the basic perspective of increasing
volumes of sales is related mainly to the ready
products that enterprises of adjacent areas are
ready to buy,

« Secondly, it goes logically from the previous thesis
that the ratio of the consumer demand for iron and
steel products of a low level of processing will de-
crease because the demand of iron and steel enter-
prises themselves for it has remained almost
on the same level during last few years, and

« Thirdly, taking into account the demand for the
ready products, in the future the internal market of
iron and steel industry can be considered as a mar-
ket of products of high conversions, i.e. products
with a high value added, it must be inclusively sup-
ported by the innovational activity of iron and steel
enterprises.

At the same time it is necessary to understand that

decisions on improving the competitiveness of iron and
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Figure 2 Dynamics of the coefficient of competitiveness of
Russian iron and steel holdings and independent
enterprises [calculated by the authors on the basis of
references [6-10]
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Figure 3 Dynamics of labor efficiency in Russian iron and steel
holdings and independent enterprises (min. RUB/
pers., per year) [calculated by the authors on the
basis of references [6-10]
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steel enterprises on the internal market must be system-
atic. In particular, the use of the approach focused only
on decreasing expenses and improving the price com-
petitiveness will allow to obtain positive effects as early
as in the near future. However, such approach cannot be
spread in the long-term perspective because stable de-
velopment of the industry as a whole, and separate en-
terprises of the iron and steel industry is possible only
under sufficient innovational activity. Highly techno-
logical developments must provide innovative solutions
in the following areas:

* Optimization of the material resource intensity and

increase in intellectual component of the production,

* Decrease in the level of energy ratio of raw materi-

als and iron and steel production, as well as in-
crease in the energy efficiency of the industry en-
terprises activity,

* Providing environmental compatibility of iron and

steel production,

* Using recycling to reduce the volumes of extract-

ing raw materials form deposits,

« Creating new product offers: highly pure metals,

new types of alloys, new materials, etc., and

« Creation and widespread implementation of man-

agement and organizational innovations.

Russian metallurgical products with a high value
added are supplied to external markets by using fall-
back strategies. However, in this case the most promis-
ing in the long-term perspective is an alternative strate-
gy. Its essence is in the fact that Russian enterprises of
the iron and steel industry do not sell products of high
conversions via intermediary structures but conclude
direct contracts with end consumers. On the one hand
this strategy is cost-based in terms of transaction ex-
penses. However, on the other hand, the development
in this area provides for stable sale and development of
the external economic interfirm cooperation.

CONCLUSIONS

Thus, the basic areas of developing the iron and steel
industry and improving the competitiveness of its enter-
prises are related to innovations that require an in-
creased amount of investments. Besides, there is the
need in system decisions on decreasing non-productive
resource intensity of iron and steel productions, mod-
ernizing interfirm cooperation, creating the research
and production clusters and other analogous decisions
of the strategic nature. Herewith, it is necessary to take
into account the risk component of competitiveness and
first of all on external markets, because the internal
market is highly focused and does not contribute to the
occurrence of new enterprises in the industry.

The existing risks of the activity on the external mar-
ket are stipulated as well by the fact that the leading im-
porters of the Russian iron and steel products (these are
first of all Turkey, China, India, Brazil, and some coun-
tries of the Latin America) started actively investing in
creating their own iron and steel productions on the back-
ground of the growth of global prices for iron and steel
products [2, 11]. It means that the Russian iron and steel
export to these countries will decrease. Such situation
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can also cause the competitiveness aggravation
on the global market of ferrous metals, because newly
founded enterprises in the above countries will develop
not only internal but also external areas of activity.
However, on the other hand, such world regions as
the South-Eastern Asia, Middle East and Africa are in-
terested in the import of the Russian iron and steel prod-
ucts because they do not have sufficient amounts of raw
materials base to produce them. This is a limiting factor
of developing their internal market [1, 2, 11]. It is ex-
pected that these regions will maintain a high demand
for Russian iron and steel products, and, first of all,
products of high conversions. That is why it is neces-
sary to forecast with definite certainty that the import of
Russian iron and steel products will increase in these
regions in the middle- and long-term perspective.
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