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“Innovation Is the
key to success”

Swamped by products imported from China, the Saudi market for
coated steel coils has been a challenging one in which to operate
in the recent past. Unicoil, a galvanized and pre-painted steel
producer in SaudiArabia led by ceo Rayed Abdullah Al-Ajaji, has
adopted a persistent strategy to stress the higher quality of its
output and services, which now is being embraced by other steel
companies in the country, Rayed tells Richard Barrett

Responding toimports that
progressively turned intoaflood of
cheaper products from China a few
yearsago, Unicoil — the leading Saudi
Arabian producer of galvanized (GI)
and organic coated steel sheet and
coils (PPGI)—decided to fightback
by investigating the quality of
imported coated products and
resolving to produce the highest-
quality coated coils for domestic,
regional and international markets,
supported by superiorservice levels.
Unicoil was also the first GCC
producertoseck the imposition ofa
safeguard measure on imports of
PPGL Unicoilis Saudi Arabia’s
largest PPGI producer, witha
capacity of 210,000 tpy fromits
processing linesin Jeddah and Jubail.
Inlate-2014, chief executive
officer Rayed Abdullah Al-Ajaji
outlined asituation in which total
Saudi production capacity for PPGI
production stood at 380,000 tpy;

localdemand was about 255,000
tonnes, butimports to Saudi Arabia
from Chinaexceeded 160,000 tpy.
The impact on local capacity
utilisation of coil-coatinglineswas
severe — running at anaverage of just
48% at that time. Matters worsened
twoyears later, when local capacity
utilisation fell furtherwith the
increasein imports. It is the serious
injury the GCCPPGlindustryis
suffering fromas aresultofthe
significant increase in low-priced
imports thatled Unicoil toseek the
imposition of asafeguard measure.
In hisrecentinterview with Metal
Bullerin Magasine for this profile,

‘Now everybody

Rayedrecalled thatwhen hejoined would like to

Unicoil, he asked the question:

“What makes Chineseand FarEast ~~ TOllowuthe same

products cheaper than Unicoil’s?” example and

He s:?id that no-onewas able to model that we

provideacredible answer. h b .
The company thus collected ave been going

samples ofimported materialsand through iy
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analysed them toidentify some key
reasonswhy theywere cheaper.
Some of the worstsamples that were
tested registered a zinc coating
weightthatwasless thanaquarter of
recommended levels (90 grams per
sq metre), paintthickness was
sometimes less than halfofwhat was
declared,and lead levels in some
procucts were very much higher
than internationally accepted
maximum levels(90 mg/kg). Unicoil
has actively peinted out the dangers
and contributed toworkwith
agencieslilke ASTM tolowerlead
contentin PPGI galvanized steel.
Since 2014, Rayed hasencouraged
Unicoil toacquire international
certifications and accreditation forits
own products, starting with the Saudi
SASO Quality Markand the
Emirates ESMA Quality Marle
ItnowhasISO 9001:2008,1SO
14001,0HSAS 18001, the Jordan
JSMO Quality Mark, the Kuwaiti
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“Coated steel coils are the most challenging
conversion industry in the steel business,
with 85% of its cost as raw materials beyond
our manufacturing control. This is a fact,”
Rayed stressed.

“The higher the added value, the higher
the competition is in this domain,” he
added. “We have seen hot rolled steel
products experiencing unprecedented and
volatile fluctuations this year. And charts
trending unrealistically upward pressure on
prices. Owing to lower local demand and
international pressures, the margin between
the raw materials and the final production
costs has become very unrealistic.”

He says there has been a consistent
pattern across steel product manufacturing
in Saudi Arabia, not just for coated coils.
“Let’s not forget the pressure by G20
countries on China to cut their supply of
steel production, and on restructuring, has
also contributed to the situation of

HRC shortage of supply and increased
prices.”

Unicoil has diversified its HRC supply from
different markets. Rayed noted thatcertain
markets, like Japan’s, may have different
challenges and that Unicoil also sources coils
from elsewhere: India, Taiwan, China and
within Saudi Arabia. “Thatis our diversification
portfolio to absorb these fluctuations and
the availability of HRC,” he explained.

Unicoil’s agreement with the mills is
always to go through different protocols of
understanding, technical qualifications and
trials. “We only purchase from reputable
and highly funded mills. It takes along time
to approve amill. Once it’s approved, there
isalwaysa memorandum of understanding
with the mills, but there are no fixed hedging
or long-term contracts. We have to continue
purchasing depending on the current
prevailing situation and purchase quarterly
or monthly, as appropriate,” he concluded.

Quality Markand the Dubai
Accreditation Centre accreditation
for Metallurgical Testingand
Calibration(ISO 17025).

Unicoilhas alsomadeitamission
toeducate end-usersunfamiliarwith
the correct choice of materials fora
particular applicationand on how to
male the right selection, as wellas
judge the differences between the
procucts available. “We are betting
ontheunderstanding of quality in the
region. Our reputation and
behaviour are wellestablished,”
emphasises Rayed. Now the
company s ready to benefitfrom
expected improvements in market
conditions nextyear, he stressed.

Market realities
Rayedsays that Unicoil sources
best-quality zine from Korea for
galvanizingand the best organicand
lead-free paints: “Weare trying tobe
noble” However, despite allofthe
company’setforts in response to
challenging markets, the business is
notimmune from trendsin itshome
market. “Itisnotasecret that Saudi
Arabia has been reforming and
restructuring the economy, which
has generated many uncertainties
and haslowered demand further this
year,” Rayed observed.
Uptotheend of2013, PPGlused
to contribute 70% of Unicoil’s total
sales volume, with the balance

coming from GL:“Butdue tothe
excessiveimportsof PPGlatextremely
low prices, starting from 2014 mainly,
thesituation has reversed.” He said
thatthe domesticmarketin 2017 has
been muchworse than in 2016, both
in terms of volume and value: “In fact
itwas theworstofthe past fouryears.”

Uniecil's domestic sales volume of
PPGldecreased by 23%in 2017,
compared with 2016.Inaddition to
theuncertaintiescreated by
adjustments in the Saudi Arabian
economy, regional recession and
national restructuring “has notonly
put pressure on Unicoil butthe steel
industryingeneralin Saudi Arabia
and the GCCproducers,”Rayed
explained. “Andthe lackof remedies
toaddress rapidly increasing imports
has contributed to the overall negative
performance of 2017,”he added. In
June 2017, following a one-year-long
thorough investigation, GCC
authorities concluded thatthe
conditions forthe imposition ofa
safeguard measure are satisfied and
recommended the imposition of
suchameasure onimports of PPGL
However, todate, GCC States are
still to agree on the imposition of this
measure. This delayand the absence
of provisional remedy has negatively
affected the performance of the
industry.

Unicoil has consequently focused
on exporting its coated coils in 2017,
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“where mature markets have
appreciated the qualityas well as
services offered by Unicoil,” said
Rayed. Unicoil hasinereased
overseasexports by 67%in 2017 in
comparisonwith 2016.“Thiswas to
compensate forthe slow-down in the
domesticmarket. Thisis both for GI
and PPGI products combined.” For
example, 11% of Unicoil’s
procuction has been exported to the
USAin2017,and afurther 5% to
European countries, he said.

Prices forcoated steel in the Saudi
Arabian and GCCmarkets this year
have beenundercontinual pressure
from imports. Rayedsays the
absence ofthe enforcementoftrade
protection regulations, phis the
recentweaker demand, have
increased competition and resulted
in price suppression.

Allthishasmade the market
customer-driven, he noted, and the
premiums received for quality
procucts has become less: “This has
beenwitnessed clearly onall finished
procucts of metal-coated steelas
wellas for products fromothersteel
industries, which have seen the
same pattern.”

Rayed stressed theimportance of
the national Saudi marketfor Unicoil:
“Werely on the national market. We
aim and are capable tosupply to
marketwith all the competitive
solutions and volume aswell”He
expects that markets willbecome
mature andstablein 2018, Unicoil
serves industrial sectors inchuding
those producing heating, ventilation
and air-conditioning (HVAC),
automobile garage doors,and
appliancesandrefrigeration units.
“We havea firmbeliefthatwe have
developedsomanylogisticaland
business solutions for this range of
procucts,”he added.

Rayed is confident that market
conditions will improve nextyear: “If
youlookateverything, we did all by
the book, and the outcomes are still
subjectto true and realenforcement
by the related government agencies. I
amvery optimistic thatby theend of
this year the reforms willbe

completed.”

Extensive sector experience
Rayed graduated from the University
of Miami, USA,asaBachelor of
Science in Industrial Engineering
and Engineering Managementand



hehasfirthe sginesring
qualificat onzas a hlaster of
Indusria Enginesring from the
sarneurniverdty

Faved hazabout 20 vearsof
experiencein different steel sectorsin
SandiArabia Hizcaresr startedat
Zabic. Heoriginallyjoined Unicoilas
azdesand marketingmanage:,

spending over 5 yearsinthat role. His
caresrprogressed at Rahi Jresl,

wherehewssaza commercial
wicepreddent, sand basdar bl ding
materals, asgeneralmanage: ofthar
larges portfolio aofbusiness, in Saudi
AraHa,

Fayed rejoined Unicoil as ceo,
wherehizleadershiphasnet gone
urncticed Hehasrecentlybeen
elected chairman ofthe Saudi
Maonal Sted Cormmittesandiza
boardmember of the Arab Iron &
Stesl Undon.

“Unic oil wasputin a dtuation
wharewehadtolesrnthehardway?
hesaid, recaling the company s
market challenges. Hesaysthat the
steel cornrinityin Saadi Arabia
apprecistestheapproachthat Unieod
hastaken, “Mow evarybodywould
liketafollowrthe same axampleand
modd thet wehavebean going
through, Thisi stherght and correct
modd, Thelisre, Thewhale country
ismow going throughbest practice
withresgpect to quality,
standardizetion snd enforcement. 5o
weare quiteoptnistic.”

Work still to do

Unic cil’sproductinnovationsin the
past couple of yearshaveinduded
arti-bacterial coatings, t-chrome
passivation of galvanized stesl and
productsspecifically designed for the
HWVAC sector: buthowharethose
besnrecdved bytheindugriesthey
were designed foe?

Fayed gae anhonest sappraisal:
“Tehae devreloped 12new
stnart-coating systamsintotal to
date, andfivenew stnart gabranizing
svdtems Someofthesenewproducts
hawvebean received weryrwdl. Same
arebetterrecetved in overseas
markets while somefrankly maytake
vearstobe pereetved wel “hestated.
“Tlaking theseproducts aveilaHeis
part of Unicoil'sapproachtabudness
solutions and diverdficsdoninsucha
cornpetitvernaeket®

Hestressedthatinnovationis
ernbeddedinthe spivit of Unicoil and

will continuer “Thizizpart of our
wizion: thatwe continue B & Dto
srveand develop new soliHons and
also adoptthelatest innovative
technologyinthisbusiness. There are
moreproductswe are devd oping,
which aregillunderthefinal stages of
testing, Some webelievewilllead
townardza completernarket hiftin
conaumnea behavior oncelamched #
Thecompany'swark to meorage
thestrict spplicaion of standardzand
regulations contirmes “We b stwe
hawe metalltherequirernents of ‘ghe
mramid forall that canbedone,
Starting from cresting national,
regional sndinternational standards
and simning erprentlyt oimpose
nadonal sand GOC commerdalrade
fair practices upto educating society
and the pablic at large*heraninded.
“Ttizapitythat afterfiveyears of
thizcontinual, condstent and
unprecedented promotional dfortto
devdopfarmarkettrade
naionwide weare sHllsedngz no
significant dfectonthemarkeat*he
zaid. Rayednoted dight
improvanents inthepattern of
dermand infavour of Ui oil
products “Iti s ddinitdymouch
betterin terrns of el abilityand
branding, snd getting Ui coil the
prefaenc ealwaysin anydermand
enquirvinthemmarket —yetthegapin
thepricesalso doesnothelp owing to
theregionalfactarsgoing on, whichI
hawe mentioned. Redityisrealityand
thizsizacommercialtrade after all”
Headdedthat theprivate
inwesTnent sectoris anational causs
and that the companyhasmet and
excecdedits socal and industrial
obligations “M onecfthese dforts
will everbec orn e effec e without
govenment enforcanant of strict
regulations o theborders, ansrey of
thernarkets snd applic sion of trade
ranediesprovided forin the World
Trade Crganization Agreementsin
an effectiveway™
Rayed saidthat heisnow sesing
signs of stricter application: *Thave a
strongbdisfand Thawebeen sesingit,
and witnessing it forthelast1-2
months thatthere sresadious efforts
to cornpleteactual work plansbythe
end of 2017 tamake all afthizhappen.
“Thelearning arvetakestimeand
all of these cone eptswerevery newrto
Sanndi Arvabia—plusthe
transformat cnwearegoingthrough
—thisisnatraltohave zome

Unimil produces
gahmnized and
organic mated steel
sheeand mils

drop-downzheresndthere. But [
arn 2 drong belisver thatthing swill
showrveryposttivetowards 2018
and beyond ®

The new generation

Rayed's optirmd an extend stothe
spproachhewniddtaketo encourage
new ernplovessjainingtheregion’s
stesl sector. * [would tellthemn that
thesteelindusryispromisingin the
Ifiddle East. A positive scopeexdsts
forthegrowth ofbusinessinthis
region —particuladyinthe GOCand
SmdiArabia”he gressed
“Therdarelbelisvethaeizagood
opportunityfornewagpirants
wishing tojcinthe sted business and
gettrdnedin the right industrial
erwironrnent to followfindamentals
andimderstendtheprinciples of
mamfaching snd social
respondbility®

Againheunderdinedthe
importanceofresearch: “ Talwrays
wiould advise anybodywholodks
forwmardtojoin the eel business,/
mamfachuing torealyhavea seanse
of responsibilityand hawetheright to
defend itz obligationsin a sdentific
approachthroughresearch &
developroent. Withoutressarch,
no-onecan developtrue experience

“Tthink innowation isthekeyta
g1 cess, whetherforthe sted
industryor anywhere else. [beliewrs
stronglvinressarch, What Thawve
found intheyvounge genarationsis
that theydont gointo details® I hs
opinion, themillennial generat on do
notutilisetheintermnet properdyta
evaluateand analyemand act
accordingly “Weal sohawetoknows
whywearethebet #

Headdedthat research dossnot
cothat roch "fyoujust lock atthe
right knowledge attheright irne.
Wi start with thefimdement als. And
once youvedonethebade s, all thar
vouneed to dolater onisto
cortimially build onyour resources
Wehadlaboratoriestnany vears ago,
but theywarenot utilisad propely®
He saysthat itwasnotimtl the
cornpary started collecting samnples
and continuallytesting that it began
“tohawve aradar detection onthe
wholemarket, snd thenpeoplegot
usedtoit”

Unicoll decided toupgradethe
rdiahllity ofitslaboratoresbyjoining
ILAC(International Laboratary
Arcreditaion Cocperadon), “sa P
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nobody could defeatour finalsay on
the testresults.”

Rayed declined togive afigure for
the amount that Unicoil spends on
rescarch asapercentage of revenue,
sayinginstead that“Itis partofour
culture and daily routine now.” He
also took the opportunity to
distinguish Unicoil from other
companies thatquote a percentage
figure as ameasure of their
commitment toresearch by saying:
“We are notacorporate, weare
really like a boutique industry,
following everything ourselves,
getting involved in the details, using
our resources and doing our business

»

‘with passion’

Passions outside work

Rayed pointed out thatthe breadth
of his responsibilities at Uniccil

and within the Saudi steel industry
leaves little spare time beyond work,
buthelikes tospend anyavailable
free time with hiswife, twochildren
and their family pet —agolden
retriever.

“We are all busy with work and
school, but when we have vacations
we like to travel tonew destinations,
to educate our kidsaboutdifferent
cultures. Travelling is the best tool for
edlucation of the newgeneration, to
create tolerance and open their mind
to differentfood, religious
perspectives, music and theatre. Itis
anotherform of civilisation, the
communication between different
cultures. We always try todo that
twice or thrice ayearwhen we have
the chance.”

He also likes cooking: “I believe
it’saform oflove and passion,
especially when Icookforfriends
and family: toenjoy those moments.”

Rayed also has “an expensive”
hobby ofcollecting old photographs,
dating backas early as 1855, and the
beginning of photographyinthe
days of mono prints based on
silver nitrate.

A bright outlook

“Once the reforms are completed —
and theywillbe completed —
naturally the environment
everything will become more stable
and then growth will kick in effective
2018.The Saudi Arabian economy is
very promising, and ishuge, and all
the GCCcountries relyon this
market,” Rayed emphasised.

‘We have
increased our
automation,
not just in our
production
facilities, but
we have also
automated
almost all of our
administrative
processes’
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“Ifyoulockatthe Saudi Arabian
population of 30 million people, itis
thelargest. The country has the
largest GDP and represents about
52% of GCCoil production —
Unicoil’s respected shareholders Al
Zamiland Al Rashed Groupand the
company management team believe
thatthe alignment of whathasbeen
done willbecome very muchinto
equilibrium to meet 2030 goals and
objectives very soon.”

He noted that the Saudi Ministry
ofFinance hasrecently announced
projections of more government
spendingin the 2018 budget to
reboostthe nation’s economy after it
was slowing down in 2017 due to the
massive structural transformation,
“which isa natural phase.”

“For Unicoil, with all of its
preparatory workmade during the
past years, we believe thatwe are
more than ready tomeetallofthe
marlketdemands —both regional and
international. We have completed
our job. We have developed our
projects, developed ourlines,
extended ourlines’ production
capabilities beyond the originaland
design capacities,and we have
provided many solutions,” Rayed
stressedl. “We have increased our
automation, not justin our
procuction facilities, but we have
alsoautomated almostallof our
administrative processes.”

Hebelieves that Unicoil is the only
steel companyin the Middle Eastin
thissector thatsends clients an SMS
text message whena truck carrying
their order leavesits sites, aswell as
an e-mail notification with paperless
documentation. The company also
encourages customer feedbackon
their “delivery experience”viaa
questionnaire sentwith every
contractcompleted.

The company has targeted
investmentson areas where itcan
gain competitive advantage. Those
haveincluded equipment
innovations toreduce lead timesand
make delivery faster, installation ofa
paintmixing facility in-house,
replacing the need to procure paint
outside, as well as solvent
cost-reduction units.

Rayed added that some previously
discrete production processes have
been automated to contribute to
increased productivity and downsize
manpower. “We are currently in the

process toupdate our equipmentto
reduce ourgas consumption,” he
added, noting thatanew higher
energy tariff maybe introduced in
Saudi Arabia.

Although the steelindustry in
Saudi Arabiaisshowinga better
growth rate than elsewhere in the
world, the Middle East’s
contribution toglobalsteel
procuction volume is about 2%. “But
there is still positive scope forbigger
business growth in this region. For
example, Saudi Arabiain particular,
as part of the Middle East, hasalotto
offer and to be furtherutilised once
the restructuring is over in the
nation,” Rayed stressed. “Thenew
governmental projects in
manufacturing, such asautomobiles
—aswellas the shortage of anational
supply of hotrolled coils (HRC)and
plates —willalways be agreat
opportunity to expand through
backward integration.”

He pointed to Saudi Arabia’s
shortage of HRC supply (see box
pane)in particular. “When China
wanted todevelop its economyin
steel, they focused on flat products to
increase theirvalue-added industries
—movingaway from other
industries thatdepend on oil or
other ‘classical” manufacturing,”
he reminded.

“We are self-sufficient in long
products and you cannot domuch
after [rolling] rebar, but in HRC, we
in SaudiArabiaforexample, only
havea limited supply capacity of 2
million tpy, but Saudimarket
censumption is 3.4 million tpy.”
Consequently Rayedstressed the
opportunity to build additional
domesticcapacity to fill that large gap.

He added that consideration of
thenature of some of the industries
thatcan be served by the steel
industry,such asspecial steels for
military and shipbuildingindustries,
orcarmanufacturing, shows that
thereis potential for investment in
those and the industries producing
the materials thatthey need —
boosting natienalemploymentand
diversifyingvalue-added
manufacturing beyond oil-based
industries. “To me, it's Saudi’s Vision
2030,”which he saysis notthatwell
known by the public,but“I believe
this proves there isalotyet tobe
offered by the steelbusinessin
Saudi Arabia.”
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