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The idea for this book came during a damp Sunday morning in February 2006 when the authors were attending a weekend school for writers held at West Dean College, a grand turreted mansion made of stone and flint and set in six thousand acres of park and farmland near Chichester in West Sussex. Before becoming a college devoted to the creative, decorative and performing arts, West Dean was the home of the late Edward James, a poet and writer who used his inherited wealth to become a passionate supporter of Surrealism and sponsored artists such as Salvador Dalí. The house is packed with paintings, sculpture, furniture and stuffed animals which all reflect the late owner’s take on life.

Over a mid-morning coffee break the prospective authors, surrounded by the Sunday newspapers, got talking about the far more realistic intentions of steel billionaire Lakshmi Mittal, and Britain’s richest man, who had just launched an audacious and hostile bid for the world’s second-biggest steel company, Luxembourg-based Arcelor.

Tim (the tutor) and Byron (the pupil) discovered they had a common interest. Tim was hoping to be the first feature writer to profile Lakshmi Mittal, for an article for the Telegraph Magazine. Byron happened to have a bird’s-eye view of this takeover battle raging in Luxembourg. He was advising the Luxembourg government, which was the biggest shareholder in Mittal’s target, Arcelor, on its communications strategy, but was not directly involved with either Arcelor or Mittal Steel.

It was not until the early summer months that the idea for the book began to take shape. Tim had conducted exclusive interviews with Lakshmi, his son Aditya and their closest colleagues, advisers  and friends for the Telegraph profile. He and Byron were convinced that although the Arcelor-Mittal Steel takeover battle had received massive international media coverage the inside story of the many extraordinary personalities involved had not been told. They also realised that this would not be a dry business textbook. This tale of epic twists and strange turns featured six billionaires, many of the world’s top investment bankers, hundreds of international lawyers, seven governments and their presidents and prime ministers, secret meetings at private airports, accusations of skulduggery, many people who were not always quite what they seemed and above all massive amounts of money. It was a contest full of culture clashes and corporate espionage, and even some allegations of racism.

But to tell it like it was from the inside meant winning the cooperation of the senior managements of both companies as well as their galaxies of advisers. It would take more than two good contacts books. For many of the bankers, lawyers and public relations advisers Mittal v. Arcelor was the defining takeover battle that led to what they all called a ‘destination deal’. They also referred to it reverentially as ‘the Fight’. For scale, complexity and sheer aggression, there would never be another like it in their careers. Most of them, winners, losers, major players all, were now ready to talk.

The authors conducted more than sixty extensive face-to-face interviews during July and August 2007, during which they painstakingly reconstructed the events, pivotal scenes and dialogue that are recounted in the pages that follow with the major players - who are listed in the acknowledgements at the end of this book. All interviews were transcribed in the interests of capturing accuracy and key points of emphasis and then cross-checked carefully with other sources. This exhausting schedule took them to London, Luxembourg, Paris, Milan, Brussels and the massive Sidmar steelworks near Ghent in Belgium. There were many other telephone calls to Hamilton, Ontario, the United States, Holland, India and Moscow. Their research took them to some of Europe’s most esteemed boardrooms, fine hotels, exclusive restaurants, too many airports and a military graveyard. Many of the people interviewed for this book and appearing in it have never spoken in public before. Such is the confidential nature of their work, and of their clients’ bonuses, it is unlikely that they will ever do so again.

Unlike business books Cold Steel is a truly international thriller played at pace and mirroring the impact of globalisation on one of the world’s least known but most important industries. Unlike some books which are merely ‘based on fact’, this is all true and the outcome of the battle was to transform the landscape of the steel industry and bring a much needed victory for shareholder democracy in mainland Europe. It is written as a thriller because that is what it was. Cold Steel is a story of mounting jeopardy starring an international cast, many of them with exotic names and backgrounds. They all had motive and opportunity and were in the right places at the right and the wrong times. Some also got very rich in the process. In addition, the story is not without a touch of the fantasy, the illogical and the unexpected juxtapositions that are the true hallmarks of Surrealism.
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Imagine a world in which there are no airports, skyscrapers, motorcars, railways, planes, bridges or football stadiums, or at least, not as we know them. To some this might be paradise. But this world would also be without surgical instruments and other medical equipment. There would be none of the computers, cookers, fridges, cutlery, scissors, saucepans, garden tools, ships, tractors, plough-shares, springs, wristwatches and heart pacemakers we take for granted.

Steel is all around us, and even if it is hidden by concrete, glass, brick or paint it forms the backbone of our built environment and governs the way we live. And yet, as we race across the Forth Railway Bridge, the world’s first steel bridge, or San Francisco’s Golden Gate, we forget that had it not been for a brilliant inventor and businessman confined to his bed during the Crimean War we would still be living in a cast-iron world and making those crossings and many other navigations the slow way.

At the age of forty-two the Englishman Henry Bessemer was a phenomenally successful inventor with hundreds of patents filed. He is the man who put lead in our pencils. He invented the embossed stamp. But as he lay on his sickbed Bessemer was pondering how he could improve the construction of artillery guns. Britain’s cast-iron cannon were exploding at a worrying rate because they were not strong enough to withstand the pressure caused by the projectiles they were called upon to fire. The problem with iron was that it had too much carbon in it, making it prone to brittleness. Steel was the obvious alternative. It was stronger and more flexible and it had been around for two thousand years, but it was very  expensive and time-consuming to produce and quality was variable. If only it could be mass-produced to a guaranteed high standard, Bessemer figured, then Britain’s gunnery problems would be at an end.

He rose from his bed and returned to his workshops and began to experiment. The rest, as they say, is history - the kind of history most of us leave behind in the classroom with the exception of maybe a couple of words that, like the spinning jenny or Stephenson’s Rocket, still ring a distant bell. In Henry Bessemer’s case, it was two very significant words that he added to the lexicon of the Industrial Revolution: the ‘Bessemer converter’.

Bessemer had discovered that if you blew cold air through molten iron ore heated in a pear-shaped cauldron or blast furnace to 1250 degrees centigrade it removed most of the impurities, reduced the carbon content to an acceptable level for hardness and created one of the world’s strongest alloys: modern steel. Various other elements could be added to achieve different levels of ductility and tensile strength. With his ‘converter’ blast furnace Bessemer could produce thirty tons of reliable high-grade steel in one hour. In 1859 he opened a factory in Sheffield and started making guns and steel rails. Henry Bessemer became the world’s first steel millionaire.

Typically of British history, homegrown entrepreneurs were slow to pick up on Bessemer’s modern steel, but a poor boy from Dunfermline in Scotland who had emigrated to the United States and was making a name for himself in Pittsburgh, Pennsylvania, visited Sheffield and saw that here was a highly versatile material that was going to change the world. His name was Andrew Carnegie. Back in Pittsburgh he founded the Carnegie Steel Company - which would one day become US Steel - and started making huge amounts of the stuff that was to build the railroads, skyscrapers, bridges and ships that made the US economy dominant and him the richest man in the world. Carnegie was so successful his name was added to the list of ‘robber barons’ - a term for those businessmen and bankers, like John D. Rockefeller or Standard Oil’s Henry Flagler, who dominated their respective industries and amassed huge personal fortunes, often as a result of pursuing allegedly anti-competitive or unfair business practices.

Steel proved itself increasingly versatile, from shipyard to dining  table. In August 1913 forty-two-year-old Sheffield-born Harry Brearley created a steel with 12.8 per cent chromium and found it resistant to lemon juice and vinegar. He described his invention as ‘rustless steel’. We know it better as ‘stainless’, forever synonymous with the city of Brearley’s birth. In 1952 a new refinement in steel-making came out of Austria. Still using a converter blast furnace based on Bessemer’s design, the new process used a water-cooled lance to blow oxygen at high velocity downwards on the surface of the hot metal. The carbon content of the alloy was lowered and changed the material into the even more versatile low-carbon steel.

Today steel is made in various types, shapes and sizes. ‘Long’ steel, also known as ‘volume’ steel, is used to reinforce concrete and for rail tracks, structural girders and bridges. Higher-quality ‘flat’ carbon steel is used for car bodies, trains and ships as well as washing-machines and other ‘white goods’.

Unlike the rarefied world of the microchip, steel is tangible. It’s dirty and noisy and hot. It spits, it smokes and it hisses. A steel plant could occupy ten square kilometres and more and be covered in a web of vertiginous belt conveyors speeding rich seams of rust-coloured ore, delivered by ship or rail from Brazil or Australia, to the huge scoops and the slow-moving rolling-machines that sift, grade and form it into symmetrical mountains half a mile long and sixty feet high. Other machines like dark praying mantises fashion huge stacks of coal, which will be turned into coke to melt the ore. The thick red liquid is then put into black ‘torpedo ladles’, each one carrying 170 tonnes, which are pulled by muscular trains to the blast furnaces where they are lifted, dipped and tipped into Bessemer-style converters higher than houses. To the recipe is added a carefully weighed portion of scrap - steel is the ultimate recyclable material - which causes the mix to spit and gurgle, throwing fountains of angry red and white sparks into the higher realms of the plant where the steelmen sit behind glare-proof glass surrounded by their computer screens like air-traffic controllers. From here they monitor and boss the process as long thick red slabs hit the rollers for a journey around the complex that will see them, if they are not intended for the construction industry, racing around machines like giant newspaper printing presses getting thinner and thinner until they emerge just a few millimetres thick, to be wrapped up and  stored in huge coils or stacked in sheets. This ‘flat’ steel is highly prized and can also be galvanised, by being either hot-dipped or electroplated in zinc for protection against rust.

Because of the critical role played by steel in economic development, the steel industry is often considered, especially by governments, which traditionally owned it, to be an indicator of economic prowess. World production has grown exponentially, but there were big highs and equally big lows all through the 1900s and up to 2002. Recovery from two world wars and the great Depression of the 1930s caused massive disruption and lay-offs. Over-capacity and low steel prices continued to play havoc through the 1970s and 1980s and politicians began to lose their belief that the wealth of a nation was directly coupled to its steel production.

This led to a wave of privatisations, as state-owned enterprises shed their financial liabilities to hungry capitalists. A whole new breed of steel-makers came into being using a new technology, the mini-mill. This used a smaller electric-arc furnace fed that just melts down ‘cold’ scrap. It was a cheaper process than the traditional ‘hot metal’ ‘integrated mills’ with their mountains of ore and coal and monumental machinery, but it was used almost exclusively for lower-grade building and other ‘long’ products.

By the beginning of 2005, the world steel industry was on a high, after decades of moving from apocalypse to break-even and then back to apocalypse. Since 2003, when a staggering 960 million tonnes were produced - compared to 21.9 million tonnes for aluminium - there had been unprecedented demand, mainly from China and India. China was both the biggest producer, the first country to exceed 200 million tonnes of crude steel in a year, and also its biggest consumer at 244 million tonnes. The global economy was also booming, but this was creating production bottlenecks for all steel-makers and by 2004 steel had for the first time hit an average of $650 per tonne shipped. Profit margins were better, but where was the growth to come from? In tandem, the costs of essential raw materials for steel-making - iron ore and coking coal - had gone through the roof, along with bulk shipping costs. The key to future growth was to secure plants in emerging markets where ore and coal were close to production sites, labour costs were much lower and where technology transfer and investment could spur greater savings.

But the central issue was that globally the industry remained a very fragmented one. No single company was producing 100 million tonnes a year, or 10 per cent of total world production. The name of the game was consolidation into fewer, bigger players. With this would come the chance for steel-makers to gain greater pricing power, increasing their profitability and the value of their shares.

Two groups had begun to move ahead of the pack. One was Mittal Steel with its operational headquarters in London’s prestigious Berkeley Square. Mittal Steel was the world’s biggest producer, especially of ‘long’ products. It was young, aggressive, fast, and a big risk-taker, fuelled by its founder Lakshmi Mittal’s visionary zeal to consolidate the industry. Its nearest rival, Arcelor - the world’s most profitable steel company, focusing on ‘flat’ products - was headed by the Frenchman Guy Dollé, and was a combination of three former state-owned European steel plants: Arbed of Luxembourg, Usinor from France and Spain’s Aceralia. These three were now merged, restructured and administered from the grandiose, chateau-like former Arbed headquarters on Luxembourg’s Avenue de la Liberté.

Both groups were passionate about steel. Mittal, already dubbed ‘the Carnegie from Calcutta’, had a clearer vision of the need to streamline steel, but Arcelor was determined to become the biggest as well as the best. Dominating the market would enable either firm to increase its pricing position with customers, the car-makers, shipbuilders and construction firms, as well as chasing growth in the new markets of Asia, South America and Eastern Europe.

Guy Dollé could hear the clump of Mittal’s feet marching ahead, and it hurt. Arcelor was Europe’s reigning steel champion and arrogantly proud of it. It had a commanding market share of the specialised high-strength steel supplied to European car-makers and a total overall production approaching 50 million tonnes a year, all with state-of-the-art technology. The group had repaired its consolidated balance sheet, ravished by decades of downturns and continual restructuring costs. It had invested heavily in the quest for the best technology and had also acquired companies in Brazil, set up joint ventures in Russia, Japan and China and was now eagerly eyeing gateways to the North American car market. And to its long-suffering shareholders, starved of decent dividends, Arcelor was at last moving in the right direction after the blood, sweat and tears of  shifting from public to private sector. The Luxembourg group was clearly on a wake-up call, gunning to overtake Mittal Steel and keep it at bay.

By 2005 the battle for supremacy had begun to hot up. Two projected state sell-offs by public auction, in Turkey and Ukraine, were particularly attractive commercially. Both auctions were taking place in October, within three weeks of each other. The first, in Turkey, was for the 46.3 per cent of government-owned shares in Erdemir, a steel-maker producing 3.5 million tonnes a year for car-makers and other industrial clients in a country of seventy million people shaping up to join the European Union. Mittal and Arcelor both already owned minority stakes in the Turkish company and were eager to get majority control.

Representatives of Mittal Steel and of Arcelor rolled up at the Hilton hotel in Ankara to slug it out in a plush carpeted room with four other bidders, two from Russia and two local groups, Ergeli and Oyak. Lakshmi Mittal withdrew after the second round, having bid up to $2.3 billion. The whole dynamic of the auction then changed. The Russians pulled out, and then Arcelor followed in round three. Guy Dollé was relieved that he had not overpaid and even more comfortable that his arch-rival had walked away empty-handed. The two men dubbed ‘the stallions of steel’ left the locals to fight it out, Oyak paying a ritzy $2.77 billion, a price considered way over the odds.

This was the end of the phoney war. Lakshmi Mittal and Guy Dollé were saving themselves for a much bigger fight.
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Monday 25 October 2005

 



Kiev, Ukraine

 



The unusually warm morning sun glistened on Kiev’s renowned green mosaic domes and gold-encrusted minarets, creating a halo effect over the old part of the city overlooking the right bank of the River Dnipro. On the left bank, for three million citizens in the bustling newer sections of the Ukrainian capital, it was going to be another dramatic day under the nine-month-old ‘Orange Revolution’. For many it was a day full of new-found optimism, as bold economic reforms and liberalisation policies swept away the iron-fist legacy of those who had once commanded the former Soviet Republic.

However, for other Ukrainians, the “Blues” who still leaned towards Mother Russia, it was a day of protest, underlining the continuing chaos in the country’s political arena.

For Viktor Yushchenko it was show time. Ukraine’s democratically elected head of state - whose now familiar pock-marked face was a sinister souvenir of a Kremlin-inspired attempt to kill him with dioxin poison prior to an election re-run under the auspices of international observers - made sure the capitalist world had ringside seats. Punctually at 9.45 a.m. the well-built shirt-sleeved President rose from his desk in the teak-panelled government offices in Bankova Street, flanked by the blue and yellow motifs of the national flag. He reached for his jacket and set off for his official engagement at the nearby state-owned Property Department. He was shepherded by an entourage of hefty bodyguards dressed in dark-grey suits with matching shirts.

After a brisk five-minute walk in the sunny but blustery weather, the President reached the side entrance to the department, consciously avoiding a large group of noisy protesters behind barricades erected around the front entrance chanting ‘No, no, no’ to privatisation. Aware that his every move was being caught on state television station Channel 5, Yushchenko waved to the rooftop cameraman whom he spotted high to his right just as he entered the building. Inside he was escorted quickly to a drab office on the fifth floor where he greeted two men at a small oval conference table in the middle of the room. Prime Minister Yuri Yekhanurov and Viktor Pynzenyk, the finance minister, were staring intently at a portable TV. To their right a Channel 5 camera captured their reactions to the scene unfolding on screen, beamed live from an adjoining room.

Yushchenko removed his jacket and sat to the left of his prime minister. He gulped down a glass of water and settled to watch the event. In his left hand he held a five-page document containing a list of numbers, big numbers expressed in the national currency, the  hryvnia. He leaned forward, glancing quickly at the document, and turned to his two ministers. ‘I have a clear conscience,’ he said. ‘This will do wonders to revitalise Ukraine’s enterprise culture which we so badly need.’ Then he added defiantly, ‘And none of it would have been possible without the Orange Revolution.’

Yushchenko had come to witness an auction. But this was no Manhattan-style bidding festival for well heeled art lovers hoping to land a Monet or a Picasso. At stake was one job lot: Kryvorizstal, Ukraine’s flagship steel mill.

 



The previous evening two men had been checked into Kiev’s Premier Palace hotel by a local man who handed them the keys to an executive suite that had already been swept for security. They had arrived in their private jet and were using assumed names and temporary mobiles, which routed all calls on secure lines via the Netherlands. The elder of the two was Lakshmi Niwas Mittal, fifty-five, the biggest maker of steel in the world and fifth-richest man on the planet, with a personal wealth of £15 billion. With him was his very ambitious twenty-nine-year-old son Aditya, chief financial officer of Mittal Steel. In a breathtaking series of forty-seven acquisitions in fifteen years, costing a total of $15 billion, Lakshmi Mittal, born penniless in Rajasthan, had proved adept at leveraging bank finance to support his war chest as he swept east and west snapping up debt-ridden, poorly run state-owned assets, especially in the former Soviet bloc, and turning them to profit in record time. Mittal, a tall man with broad shoulders and youthful good looks, wanted Kryvorizstal very badly. It was another piece in his plan to create the biggest steel company the world had ever seen. He was especially determined, having been cheated out of Kryvorizstal once before in a bent auction handled by the corrupt regime Yushchenko had unseated with his revolution.

In 2004 Kryvorizstal had been sold for the equivalent of $800 million, a steep discount on its true worth. Foreign buyers, including Mittal, had been prepared to pay much more. Although he had bid the most, he had been outmanoeuvred by blatantly unfair insertions in the tender documents. One clause stipulated that the bidders must own local coal mines in Ukraine, producing at least one million tonnes of coking coal to feed the mill’s furnaces. This neatly disenfranchised all foreign buyers. Kryvorizstal went to a group led by then President Kuchma’s son-in-law.

Supporters of the Orange Revolution saw the Kryvorizstal sale as the last straw. Between August 1994 and February 1997 Ukraine’s privatisation programme had seen many questionable sales of state-owned properties, with Kuchma’s cronies the main beneficiaries. Yushchenko publicly accused him of corruption and in the battle for political change Kryvorizstal became an integral part of the Orange Revolution’s appeal to a majority in the country. People took to the streets wanting an end to political and financial cronyism.

Yushchenko vowed to annul the deal and, once elected, he acted swiftly on his promise. Having survived intensive legal challenges from the Ukrainian Supreme Court, Yushchenko then announced a resale and invited the international community to bid in a public auction. He demanded it be televised so as to prove to the world that Ukraine was now transparent, anti-corrupt and open for foreign investment. He vowed it would be the turning point for Ukrainian enterprise. For Lakshmi Mittal the auction was the chance to right a wrong.

[image: 001]

In a small private hotel in the centre of Kiev, another man had checked in who was equally determined to stop Mittal getting his hands on Kryvorizstal. This was Guy Dollé, the sixty-three-year-old French chief executive of Arcelor. Until Mittal came along Dollé, a lifelong steel-maker with pale-blue Caligula eyes, had been top man. He wanted the position back. For a while now Arcelor’s senior managers had feared that Mittal might even come after them, so much so that they had created a small group to plan a defence. Its name was Project Tiger. A major Tiger goal was to acquire strategically important steel companies that would give Arcelor greater global reach, better able to compete against Mittal, improve the value of its shares and make Arcelor too expensive for the rapacious Indian. So clandestine was Tiger that it always referred to Mittal Steel by codenames. Lakshmi was known as ‘Mr Moon’, his son Aditya was ‘Adam’.

Mittal Steel, dominated by the Mittal family, and Arcelor, the very model of European social democracy, were oceans apart culturally. Mittal Steel was unsentimental, dynamic and focused, with the short lines of decision-making that characterise a close-knit family-dominated business. Arcelor, with a hundred-year pedigree and high-quality assets and technology superior to Mittal’s, was well engineered but far less nimble, its legs tied by concerns for its ‘tripartite industrial stakeholder model’ - a clunky piece of jargon coming out of the tough years when the company was being forged, meaning that the management, unions and government ran the show on costs, wages and funding and that shareholders took a back seat, or preferably sat in a different vehicle altogether. Arcelor was the very determined but slower-moving beast to Mittal’s sleek and well oiled free-market acquisition machine. The contest between them promised to be as epic as Ali versus Frazier.

 



The first number at the top of the front page of President Yushchenko’s document was 12.6 billion hryvnia, equivalent to $2.5 billion. Down the page, set left, the numbers were tabulated in increments of 100 million hryvnia, $20 million. To the right of each number was a lined space, left blank, to fill in the bids.

On screen he watched an official from the state Property Fund mount a podium and begin addressing his audience, explaining the legalities of the proceedings. On the wall immediately behind him  was a large blue plasma screen emblazoned with the words ‘State Property Auction - 2005’. All cameras and lights were on. The Kryvorizstal auction was so bound up in Ukraine’s fight for democracy that an audience of six million viewers, higher than for a national football match, was watching or listening on a simultaneous radio transmission from homes, offices and coffee bars across the country. At the same time, the programme with translation in English was being uploaded to an SES Astra satellite, then downloaded to the political and financial capitals of the world.

Suddenly the cameras swerved to get a fix on the late entrance of the vivacious Yulia Tomashenko. The charismatic politician, with her Heidi-style plaits, was spearheading the Orange Revolution’s controversial privatisation programme. Yulia was feared by her political rivals, who dubbed her ‘the Orange Goddess’. She was in the room to maximise the public relations impact on her own political ambitions, which she pursued relentlessly. Fully aware of the cameras as they zoomed in, Yulia flashed a wide, disarming smile like a Hollywood movie star playing to her audience.

The ground rules for the auction had been set with a reserve price of $2 billion. Yushchenko’s financial advisers had told him that the mill would comfortably fetch $3 billion. If he pulled this off, then he knew he could show the Ukrainian people how the original Kryvorizstal privatisation had been a blatant steal.

‘The auction will commence at 10 a.m.,’ the state official said coolly, and pressed the five-minute bell for the bidders to ready themselves.

Located in the east of the country, Kryvorizstal was one of Ukraine’s most lucrative assets. The mill exported seven million tonnes of steel a year and was the nation’s single biggest earner and its biggest employer, with fifty-six thousand Ukrainians all on a meagre payroll by Western standards. Amongst the workers of Kryvorizstal, toiling beside the glowing hot steel, there was also increasing nervousness about the future. The mill was about to change hands again.

Yushchenko’s commercial timing was brilliant. The Kryvorizstal business was a richer prize than Erdemir. It was ideally placed geographically to feed the booming markets of Russia and Eastern Europe, with its own iron ore and coal mines close to the point of manufacture. Mittal and Dollé both wanted it badly. Under the right  infusion of investment and management, the mill was capable of delivering a significant upgrade in performance. In other words, it was a once-in-a-lifetime opportunity on the road to becoming the Toyota of steel.

 



The previous evening Mittal had flown in a highly trusted colleague, Sudhir Maheshwari, his long-serving chief of staff, who arrived by commercial flight from London and checked in at the Radisson Hotel. Like the Mittals he carried a temporary mobile phone and had agreed to travel only by chauffeured car. The clandestine nature of his arrival was reminiscent of Cold War espionage, and spoke volumes on the need for precaution against eavesdropping by well trained local spooks, acting either for the Ukrainians or for Mittal’s industry competitors.

Guy Dollé had also flown in with a heavyweight team, including his chairman Joseph Kinsch, Dollé’s deputy Michel Wurth, who was heading up the Project Tiger team, and Paul Matthys, a Belgian on the Arcelor operating board who had been at the Erdemir auction. Alain Davezac, who had a freebooting role as Dollé’s international emissary, completed the Arcelor quintet. Like the Mittals, the Arcelor team had dispersed to different hotels and then met up in the evening to talk tactics with their local partner, a private firm under the leadership of Sergey Taruta, a forty-eight-year-old billionaire Ukrainian, and pro-Yushchenko. Dollé reckoned that having a Ukrainian company alongside would help Arcelor’s cause.

The Mittals had already done their homework, schmoozing the local politicians, getting advice and linking in with Ukraine’s door openers, part and parcel of the steep learning curve of dealing with Eastern Europe. After years of tramping places like Bucharest, Warsaw and Sofia, no one did it better than Lakshmi Mittal.

Mittal also knew that Dollé was not to be underestimated. As they settled in on the Sunday evening, he told Aditya, ‘This auction is going to be tough. I don’t want to fail on this one, but I know Guy will go to the wire because he cannot afford to lose this either. Our limit is $5 billion. I believe their limit is between $3.5 and $4 billion, so we have more than an edge.’

‘And the Russian bidder?’ Aditya asked. Apart from Mittal Steel and the Arcelor consortium, there was the Smart Group, controlled by  the Russian oligarch Vadim Novynski, who had strong ties to Viktor Chernomyrdin, now the Russian Federation’s ambassador to Ukraine.

‘He cannot match either of us,’ Lakshmi Mittal said.

‘We are going to have to pace this cleverly,’ Aditya suggested.

‘We need to stay the course,’ Mittal agreed, ‘but we must be aware that Dollé will force us to bid unrealistically higher.’

Dollé discussed tactics and strategy for the auction with his team over dinner at their hotel. Arcelor had been advised by its investment banker Merrill Lynch on valuations and agreed these with its local partner. Dollé said Wurth and Paul Matthys should front up the bidding in the auction room. But how high should they go? They set a limit of $3.5 billion. Dollé had full approval from the Arcelor board, but was nonetheless comforted by the presence of his chairman Kinsch, who had the authority to push higher if needed. Unlike Mittal, who ultimately took all the big decisions in his company, Guy Dollé worked for a bureaucracy and was not even a member of his board.

Arcelor’s Plan B was to push Mittal sky high if he was bidding aggressively. If the Indian overpaid, then that would leave less in his kitty with which to attack Arcelor.

 



Lakshmi and Aditya Mittal dined early at the Premier Palace with Sudhir Maheshwari and two local lawyers from the Kiev office of Baker & McKenzie. At 11 p.m. Sudhir had returned to his hotel and was about to retire for the evening, when his mobile phone rang.

‘Sudhir? This is Aditya. Can you come and join us? We need to revise our plans.’

Maheshwari dressed quickly and left his hotel. Out on the street he hailed a cab, breaking the undercover code they had agreed. He had no choice. There had been urgency in Aditya’s voice and the hired limo was not available. Ten minutes later he joined the Mittals, who were relaxing in their executive suite.

‘We think it is best that you front the bidding tomorrow,’ Lakshmi told him. Maheshwari was taken aback. He had never done anything like this before. ‘If we are in the room, it gives added impetus to the event, which we want to avoid,’ Mittal explained, ‘especially since we know that Dollé has asked Wurth to lead his team. Let’s go through the tactics and double-check everything.’

Maheshwari hardly slept that night, his mind buzzing with the excitement and the enormity of the task ahead of him.

 



There had never been a public steel auction of this scale before, and the organisers hoped they had got their organisation right. Representatives of each bidding group were seated, classroom style, at three separate sets of tables at the back of the room, each with an open phone line to their respective base camps. In front of them sat the locals, led by high-ranking bureaucrats, an eclectic mix seated on green leather chairs around an oblong mahogany conference table set at a right-angle. Between them and the three bidding tables was an empty glass container, the size of an average fish tank.

The auctioneer invited the three bidders to come to the fish tank and deposit their opening bids. The TV camera zoomed in as three state officials approached. With some ceremony each took an envelope, slicing it open with a pair of scissors, and then returned to the podium to hand them over to the auctioneer, who with an exaggerated sense of theatre extracted the contents of each one. ‘I sense lots of emotion right now,’ he said, as his eyes scanned the bid documents for the opening prices. ‘I do not know who suffers the most, the bidders or the members of the privatisation commission. We are not accustomed to such situations,’ he added poignantly.

The eerie silence in the room was broken as the auctioneer shuffled the papers in front of him. The Arcelor team looked on passively. The Russians smiled nervously. Sudhir Maheshwari tried to look casual, as though he was not really there.

‘The Arcelor consortium group has offered the highest starting price at $2.5 billion,’ the auctioneer declared. The bureaucrats breathed out and looked pleased. It was a good start. The reserve price had already been reached. The bidding could get very competitive.

The auctioneer gestured to the three tables. ‘We will now move to the open auction,’ he told them. ‘Who has the first bid?’

Each bidder had been given a small placard, with a number. Smart was allocated number 1, Arcelor had 2 and Mittal 3. The Smart Group was the first to open up with a rise to $2.6 billion. The numbers flashed up on the blue plasma screen. Arcelor followed: $2.7 billion. Bidding was slow, measured and quiet, like high  rollers at a game of stud poker, weighing up their opponents. The bidders were also aware that they were taking part in a highly unusual event, so they paused frequently to take advice over the phone. Early on, minutes passed between bids.

Just as he had been told by the Mittals, Sudhir Maheshwari remained passive and motionless as Smart and Arcelor dominated the early running, each raising a white placard to hike the bidding in increments of $20 million. After half an hour, on the thirty-fourth bid, the price broke through the $3 billion barrier. The tension heightened. But there was still no sign of a bid from Lakshmi Mittal. Maheshwari appeared ambivalent, almost bored.

The Smart Group continued to make the running, with Arcelor in measured pursuit. Bid number 40 was $3.3 billion. Who would buy? Sudhir’s expression now changed. ‘Let’s get serious,’ he told himself. He had had the call from Mittal to enter the auction. He raised placard number 3 for the first time: $3.32 billion. Mittal Steel was coming up suddenly on the rails.

At the Arcelor table Michel Wurth called Dollé at base for his riding instructions.

‘This is just what we expected,’ Dollé told him. ‘Keep bidding. We can go higher.’

The Smart Group suddenly pulled up, as if transfixed by their competitors’ burst of financial firepower. Ukrainian citizens watched in awe, barely able to comprehend the numbers flashing on screen. In the trading rooms of the big investment banks in London, New York and Paris, the spread bets were already placed.

The atmosphere in the auction room grew uncomfortably tense as the Mittal and Arcelor teams chased up the bidding, working the phones back to base. In five brisk minutes they pushed the price through the $3.5 billion barrier. The bidding got so fast at one point that the auctioneer could hardly keep up.

At bid number 51, the Smart Group came back in with $3.75 billion, as if trying to close the game. It was to be their last throw of the dice. The auctioneer, recovering his composure, steered the bidding on. Arcelor and Mittal pushed through the $4 billion mark. At the Arcelor table, Wurth, a thin and pensive fifty-two-year-old who looked like a geography teacher, was furrowing his brow. He knew that his side was way over the original limit. Guy Dollé came on the line.

‘Take it higher,’ he told Wurth. ‘We are looking to go to 4.5 billion.’

The bidding edged up by increments of $20 million, reaching $4.68 billion.

Aditya came on the line to Sudhir. ‘You are doing fine,’ he told Maheshwari.

‘Now raise the game by 120 million.’ After forty minutes of measured bidding, Sudhir now crashed through the gears and ramped up the stakes to $4.8 billion.

Dollé held his nerve. He asked Kinsch for more. The chairman gave him the nod. Arcelor came back immediately. Wurth told Matthys to raise his card: $4.82 billion.

Mittal fired again, taking the bidding to $4.84 billion. There was a pause. The auctioneer looked across to the Arcelor team. ‘May we have the next bid?’ he asked.

Wurth avoided eye contact. He heard Guy Dollé come on the line. ‘We’re done.’ Wurth bowed his head on the news. The Arcelor table was motionless as the auctioneer’s hammer fell.

‘Sold to the Mittal Group! Congratulations, gentlemen.’

Sudhir Maheshwari punched the air, shook hands with his team, ignoring the other bidders. The cameras closed in, but Yulia Tomashenko beat them to it, right in the spotlight and the first to congratulate Lakshmi Mittal’s men. In the adjoining office, the camera captured a beaming Yushchenko, shaking hands with his two ministers. At a princely $4.84 billion, Mittal’s winning price was five times more than was paid for the original privatisation and almost double what had been anticipated by the advisers. In cash terms, it represented 20 per cent more than all the previous Ukrainian privatisations combined.

‘The auction is a defining moment in Ukraine’s modernisation,’ Yushchenko declared triumphantly. ‘Democracy has prevailed and I pledge the money will be put to good use for the benefit of all Ukrainians.’

Guy Dollé welcomed his dejected team back to their hotel. Like him they were stung by losing out to Mittal. Their only consolation was that they had forced their foe to pay significantly more than had been anticipated. ‘At least Plan B has worked,’ Dollé commiserated. Or had it?
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Tuesday 26 October

 



18-19 Kensington Palace Gardens, London

 



‘If Guy Dollé had not been bidding, we would have paid at least a billion dollars less for Kryvorizstal,’ Aditya Mittal told his father as they reflected on their latest prize over breakfast at Lakshmi’s palatial home. His father nodded. It was obvious to both of them that they would continue to face Arcelor in future bidding wars.

‘It is not in our best interests, or the shareholders of Arcelor, for this battle to continue,’ Aditya added. ‘There are fewer opportunities for both of us going forward, so it can only get worse. We need to talk to Arcelor and come up with some form of collaboration, perhaps splitting some of the assets we are pursuing.’

‘I agree,’ Lakshmi said. ‘Let’s see if they will cooperate.’

Within days Aditya was putting out feelers. His chosen route was Alain Davezac, the fifty-five-year-old Frenchman who had worked closely with Dollé since the Usinor days. Davezac, a corporate strategist, had a special role, travelling the world on intelligence-gathering missions for Dollé, building relationships with key industry figures in China and Japan and identifying joint ventures, greenfield projects and takeover targets. A multilinguist who spoke English, Russian and Italian and ‘notions of Thai’, Davezac was seen by outsiders as an ambassadorial figure for Arcelor. But within the company the Knight of the Légion d’Honneur with the lustrous black hair was viewed with deep suspicion and resented by his Luxembourg colleagues, who saw him as the dark side of Dollé, a ‘black ops’ man who reported only to his chief.

Between 26 and 28 October Aditya talked several times with Davezac, with Dollé’s blessing, and they met twice in Berkeley Square, where they talked about possible areas of collaboration and splitting assets. Then on the 29th Aditya bumped into Davezac in London at the Third Steel Success Strategies Europe conference. ‘Mr Mittal is keen to speak with Mr Dollé,’ Aditya said. ‘Can a meeting be mutually agreed before Christmas?’

Davezac looked at him knowingly. ‘I will try to arrange.’

Davezac reported Lakshmi Mittal’s request to Dollé and the matter was debated at Arcelor’s directorate general, known as the ‘DG’, its operational management board.

‘Davezac should be taken off this role,’ Paul Matthys told Dollé. ‘As a member of the DG, it is I who should confer with Aditya.’

‘That is the last thing I want,’ Dollé said sharply. ‘If you took over it would put the discussion on a whole different footing. Let’s keep this low-key.’

Lakshmi Mittal was now pushing hard for a meeting with Guy Dollé. By early November Aditya was trying to pin Davezac down on diary dates, but with Dollé’s heavy schedule and Christmas approaching it was difficult to find an agreed time and place. ‘I think Guy is stalling,’ Lakshmi told his son.

At the same time Aditya asked his director of investor relations, Julien Onillon, a former steel industry analyst with HSBC bank, to draw up a full analytical report on Arcelor’s business, strategy and finances. ‘I don’t want you to discuss this with anybody internally,’ he instructed the garrulous Frenchman.

While Onillon embarked on his secret mission, Aditya stayed in touch with Davezac as if they were on a permanent diary conference. In one conversation Aditya told him, ‘My sales people tell me that your sales people are terrified we are going to come to take over Arcelor, but we never will.’

‘I have no mandate to discuss that,’ Davezac told him.

‘I have not talked to my father about a takeover,’ Aditya replied.

Davezac had no mandate because Guy Dollé was very busy trying to cultivate allies on the other side of the Atlantic.

Hamilton, Ontario

 



The tall, flaming chimneys burning off the gas produced by the coking ovens, the massive blackened plant leeching steam and smoke, rolling-mill sheds each a thousand feet long and the alpine tips of coal and iron ore being shifted by train trucks on a lattice of tracks could be seen from miles away. Founded in 1912 as the Dominion Foundries and Steel Company, Dofasco was more than a muscular landmark on Hamilton’s horizon. The major employer in the town on the banks of Lake Ontario, it had won awards for being the most sustainable manufacturing company in North America and was a leading supplier of flat steel, used to make everything from car bodies to fridges, girders and reinforcing rods for the construction industry and pipes for the energy suppliers. It also prided itself on being a model employer. In 1938, Dofasco was the first Canadian company to introduce profit-sharing for all, and this now stood at a minimum 10 per cent of salary for every one of its 7400 workers, from the board down to the shop floor. In 2002 they had shared out $C51 million. The company had given the town the hundred-acre F.H. Sherman Recreation and Learning Center, where employees and their families could enjoy seven baseball diamonds, a soccer field, two National Hockey League-size ice arenas, a driving range, an eighteen-hole mini-putt golf course, a double gymnasium, tennis courts, six training rooms, and ‘facilities to accommodate the forty-five separate clubs that fall under the recreational umbrella’.

A corporate culture known as the ‘Dofasco way’ had been the driving force in employee relations since the company was founded, meaning there was no need for trade unions at Dofasco, something that made a profitable, well run company extra-attractive to a predator.

Silver-haired CEO Donald A. Pether, who at fifty-seven had been with the company man and boy, had been fending off one such predator since May 2005 - Arcelor and Guy Dollé. Pether, who had started in the metallurgical department, had come up through the ranks just like Dollé, whom he had met back in the sixties. The relationship had continued and now Dofasco and Arcelor had a joint venture, DoSol Galva Inc., a hot-dip galvanising line producing  high-quality flat-rolled steels for the automotive industry. Dofasco owned 80 per cent and Arcelor the rest.

Now, acquiring the Canadian company fitted Dollé’s expansion strategy to shoehorn Arcelor into North America. Arcelor, partnered by Nucor, the Michigan-based steel group, had opened up discussions with Dofasco. Nucor’s chief executive Dan DiMicco wanted to get into the higher-value areas of steel and had first made an approach to Dofasco on his own, but that plan was scuppered by the financial chaos precipitated by the 9/11 disaster in New York in 2001. In the early summer of 2005 Dollé and Nucor together pursued talks and were keen to get the Dofasco board to recommend a deal with them. On 27 May Arcelor/Nucor offered Dofasco $C43 dollars a share.

‘This is no time to contemplate selling our company,’ Pether told his directors.

Dofasco then did a smart thing. It bought Quebec Consolidated Mines (QCM) for $C350 million, which provided strategic new supplies of coal close to the Hamilton plant. It also entered into negotiations to acquire a business making tubular steel. Both acquisitions would significantly raise Dofasco’s market valuation, but this was not transparent until later in the year when the deals were consummated. Dofasco planned an initial public offering (IPO) of shares for QCM. The money received for those shares would ensure that Dofasco’s investment quickly turned into cash. Over the summer months, Dollé and DiMicco continued to plug away at Pether. In a conference call on 28 June they upped their bid from $C43 to $C46 a share, to take account of QCM, but subject to their being able to examine in detail the books of the enlarged company.

‘The company is not for sale - and even if it was, your price is insufficient,’ Pether told them pointedly.

On 6 July Guy Dollé tried again. Once more Pether rebuffed him. He was looking elsewhere in Europe for somebody to jump into bed with.

Dollé knew that Dofasco had been having discussions on and off with German steel and armaments group ThyssenKrupp. It happened all the time in the industry, but he had no reason to suspect that the talks were more than the usual exploratory rounds of possible technical cooperation. Earlier in 2005, on Valentine’s Day,  Dofasco had held friendly talks in Hamilton with Thyssen on joint technology ventures, and there was a follow-up meeting in April. The two sides met again on 12 and 13 June, the very week after Pether had rebuffed Dollé and DiMicco. This time they were bunkered in Thyssen’s secluded conference and seminar centre Schloss Landsberg, a hillside castle set in dense forest at Meiningen near Essen. It had been built by Adolf, Fifth Count of Burg, between 1276 and 1289 and bought and restored by industrialist and entrepreneur August Thyssen in 1903.

Inside its powerful battlements Dofasco and ThyssenKrupp scoped out areas of cooperation. Dofasco, being relatively small, needed technology partners in order to penetrate further into North America. But Pether made it clear to the Germans: ‘Dofasco is interested in cooperation, but it is not up for sale.’

Dr Ekkehard Schulz, ThyssenKrupp’s executive board chairman, wasn’t giving up on the Canadians that easily. He was desperate to make a big deal. ‘If you are ever put “in play” by an unsolicited offer,’ he told Pether, ‘we would be interested in making a counter-bid for Dofasco.’

Having lost out in Turkey and Ukraine and eager to keep Mittal at bay, Guy Dollé called Don Pether again on 11 November. Dollé was convinced that Arcelor, enlarged with Dofasco and the added value it would bring in terms of its assets, market share and share price, would make it harder for the company to fall to Mittal. A key strand of Project Tiger was to make Arcelor too expensive for Mittal. Dollé was confident that Lakshmi’s war chest was severely over-stretched thanks to his getting him to bid higher than he wanted to at the Ukrainian auction. Dofasco was a big potential prize for both Arcelor and ThyssenKrupp because it would give them entry to the North American market. It was also outside the reach of Mittal - he had steel plant in the USA and by acquiring Dofasco he would break American competition constraints.

‘Don, we believe that our joint offer is full and fair,’ Dollé insisted. ‘I expect you to table this with your board at the next meeting on November 14 and I look forward to you getting back to me. We want this to be friendly. We would hate to have to go direct to the market,’ he added.

Pether read the threat. While his board worked to achieve a  friendly merger with ThyssenKrupp it was obvious that Guy Dollé was prepared to go over the heads of the directors straight to the shareholders with an unwanted hostile offer. Alarm bells started ringing all over Dofasco. This had never happened before in the steel industry. The board met and considered its response. The message was clear: No sale. Pether told Dollé the news on 16 November by transatlantic phone call. ‘Your valuation criteria are insufficient since they hardly recognise the substantial value of QCM. It is our fiduciary duty to our shareholders not to entertain your proposal as it greatly undervalues the company. We also have to be very mindful of not upsetting the unique relationship between the workforce and the management. It is the key to the success of Dofasco. We value the relationship between our two companies and hope that this will continue,’ Pether added, putting down the phone.

Then Dollé had a second rejection. Dan DiMicco called him. Nucor had cooled on doing a joint bid and was pulling out. DiMicco feared a deal on Dofasco would get too expensive and he did not want to go hostile. Again, unknown territory for steel.

Behind the scenes in Hamilton Don Pether was huddled with his management team and their long-standing banking advisers, Royal Bank of Canada. There was no doubt that Dollé was not going to go away. Dofasco would be put in play soon. It was time to bring in other interested parties. Pether called ThyssenKrupp and asked to be put through to Dr Ekkehard Schulz. He was praying for a German lifeline to save Dofasco from Guy Dollé.

In London, meanwhile, Lakshmi Mittal was becoming increasingly frustrated by the lack of progress in getting Arcelor’s CEO to meet him. Then, on 23 November, he understood why Guy Dollé was being so elusive. Arcelor made its hostile offer of $C56 a share for Dofasco, valuing the company at $C4.3 billion.

Over afternoon tea at Mittal Steel’s Berkeley Square offices, Aditya Mittal teased Alain Davezac. ‘So you are bidding hostile for Dofasco. That’s never been done before in our industry.’

A trademark half-smile broke on to the go-between’s face. ‘It’s not hostile,’ Davezac replied coolly, ‘it is unsolicited.’

Five days later, ThyssenKrupp emerged as a white knight to save Dofasco from Arcelor. (In big takeover fights, ‘white knights’ merge with a target company in exchange for a large stake in a combined  business, while a ‘white squire’ takes a smaller but significant position in a company to prevent its takeover by a hostile bidder, known as a ‘black knight’.) ThyssenKrupp’s friendly counter-bid was $C61.50 per share, or $C4.8 billion. Pether’s board accepted it immediately.

 



The log fires were burning in Lakshmi Mittal’s newly built €44 million villa at Chantarella, an upmarket clearing in the forest above St Moritz. Nearby was the exclusive Corviglia Ski Club, founded in 1930 by a largely aristocratic group that included several Rothschilds and Agnellis as well as the Duke of Alba. What better spot for one of the world’s new economic nobility and his family - who had become members - to take their annual Christmas/New Year break? While Aditya skied downhill his father - seeking a tougher challenge than his son - landlaufed cross-country and went skating. The question of closer links with Arcelor continued to gnaw away at them both. There was still no date in the diary to meet Guy Dollé.

They pored over Julien Onillon’s report on Arcelor. It was, he said, an extremely successful, technologically advanced steel-maker. There was no geographic overlap between its operations and Mittal Steel’s. The two companies appeared to have plenty to share in terms of technology and market reach. But Onillon had identified that Arcelor also had two significant weaknesses. Its shares were very widely held, with the biggest shareholder, the government of Luxembourg, owning just 5.6 per cent of the company. And also, like Mittal Steel’s, its shares were way undervalued at €22. ‘I reckon its share price should be at least double,’ Onillon reported. These were weaknesses that made Arcelor ripe for takeover.

Lakshmi Mittal was not interested in a takeover while there was still a chance of cooperation, even if he could get the company for half what it was really worth. ‘I still think we should try and merge some of our operations,’ he insisted to his son. ‘We must try and keep it friendly.’

 



In Hamilton the Dofasco workers were unusually uneasy as they rolled up for the firm’s all-day Christmas party on 18 December at Copps Coliseum, the sports and entertainment arena on Bay Street North and York Boulevard which is the home of the Hamilton  Bulldogs of the American Hockey League. On one of the ice rinks a seventy-foot fir tree twinkling with coloured lights greeted the thirty thousand employees, their families and retirees. In days gone by the company closed down one of the production lines in the plant in order to host what had gone on to become one of the biggest Christmas parties in the world. This year the gifts from Santa were bigger and better than ever. Scattered around the rinks were gift booths where children under sixteen scrambled for the goodies. For the grown-ups there were giant food hampers.

But this Christmas the workers could not hide their angst. Don Pether and his senior colleagues worked the crowds tirelessly, seeking to pacify the workforce and the town about the future of the company, about jobs and the profit share, which could hit 20 per cent of salary for the current year.

‘Which company do you favour, Thyssen or Arcelor?’ they asked Don Pether repeatedly.

‘We think we can work well with either,’ he said, hoping to mollify them. ‘We know them well and have worked with both firms and we share the same culture.’

Then on 24 December Guy Dollé gave Don Pether a present the Canadian really did not want: a bid of $C63 for Dofasco shares.

Feeling bullish that he had seen off the Germans, Dollé now turned his attention to the Indians. He had responded at last to Lakshmi Mittal’s invitation for a meeting.

‘He’s gone for 13 January,’ Aditya told his father.

Lakshmi looked a little puzzled, then a familiar grin broke on his face. ‘Adit, isn’t the thirteenth a Friday?’

Guy Dollé was not a superstitious man. He was content that Project Tiger was on the verge of a very significant success in its campaign to fend off Mittal. He did not realise, therefore, that the tiger was highly auspicious for Lakshmi Mittal. The year of his birth, 1950, was the Chinese Year of the Tiger, a beast associated with good fortune and power. It was the star of the zodiac and its element was metal.
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15 June 1950

 



Sadulpur, Rajasthan, India

 



Piped water and electricity were more than a decade away when Lakshmi Niwas Mittal, the eldest of five children, was born in this unremarkable town of eighty thousand people built on the shifting sands and among the thorn-trees of the Thar Desert in the Churu district of Rajasthan, north-west India, 155 miles and a world away from the pink palaces of Jaipur. With some prescience his parents Mohan Lal and Gita Devi named their son Lakshmi after the Hindu goddess of wealth, even though they had no regular income and lived in a modest house - built by his grandfather, a small-time broker from Karachi - where twenty extended-family members shared rooms, slept on rope beds and cooked in a brick oven in the yard. As soon as he could walk Lakshmi took his turn to help fetch water from the pump.

The Mittal family was of the Marwari ethnic group - the name originating from the Sanskrit word for desert, maru - as were the majority of India’s leading industrial families, such as the Birlas and the Jindals, who had moved from Rajasthan to Bengal to make their fortunes. When Lakshmi Mittal was six his family also moved, to Calcutta. ‘Bengalis wanted only to enjoy the easy life,’ Mohan Mittal said. ‘Marwaris had come from Rajasthan and had nothing to eat.’

The Mittals rented a first-floor apartment at 2 Chitpur Road in a poor suburb in the north of Calcutta. As a small boy Lakshmi woke daily to the rattle of the city’s trams. The electricity cable for the tramway was a few feet outside his window. The trams would  start rolling at five in the morning. Not that he had enough money to take a tram - instead he walked to school, wading though knee-deep water during monsoon.

Lakshmi was a diligent and above-average student. He was also shy and introverted, but as a teenager he already had the desire to become somebody in life. On the reverse of his ruler he scratched in ink: ‘Dr Niwas Mittal, BCom, MBA, PhD’. By now his father had become a working partner in the British India Rolling Mill, a small steel company in Calcutta, so after classes ended every morning Lakshmi would go and help his father in the business, working in the post room and running errands. The massive rollers driven by rubber belts and pulleys that flattened the red-hot steel into bars, rods and slabs inspired him. Traditionally and culturally, there was little doubt as to where his future lay. Marwaris, active in tea, textiles, manufacturing, mining and steel, believed that it was crucial that their companies be family-owned, with children, brothers, sons-in-law and daughters expected to help run operations, oversee factories or plot mergers and acquisitions. Holding a minority position in a company was anathema to most Marwari businesses. Mohan Lal’s five brothers had also started a business trading in steel, and together in 1963 they won a licence to build a rolling mill in the southern state of Andhra Pradesh, the ‘rice bowl of India’. It was his family’s first manufacturing venture. They called the company Ispat, Sanskrit for steel. Lakshmi would visit during his vacations in May and June and stand in the mill, studying how it was run.

When he was sixteen he entered the prestigious St Xavier’s College situated in an imposing white five-storey neo-colonial building on Park Street. At first the Jesuit college didn’t want a Hindu boy, but relented when they saw his almost perfect marks in accounting and mathematics. Having attended a Hindi-language school, Lakshmi felt inferior in a college where most students were privileged, rich, spoke fluent English and were to be seen out and about at the city’s fashionable locations. Lakshmi did not enter a restaurant until he was fifteen. His fellow students did not go and work in the family business, as he had to. Nor did they take extra evening classes in finance and marketing.

In 1969 Mittal graduated with the highest marks ever achieved by a St Xavier’s student in accountancy and commercial mathematics  and a Bachelor of Commerce degree in Business and Accounting. Hard work may have been the mantra of his success, but he still did not have the courage to book a trunk call to tell his distant father who was constantly out of town trying to build a fortune. Lakshmi sent him a telegram instead. Later Mohan Lal presented his son with a Sheaffer fountain pen by way of celebration.

Even though steel was in his veins, it was only a dislike of early-morning starts that prevented Lakshmi opting for a career in the classroom. When he went up to collect his degree St Xavier’s principal said, ‘Mittal, you start teaching accountancy from tomorrow.’

‘OK, what time am I to come?’

‘You have to begin with the first years at six in the morning.’

‘Six o’clock? I will not do that again,’ Mittal told him. ‘I have done it enough in my three years as a student.’

So Mittal joined the family business full-time. By now Ispat was booming and Mohan Lal had moved his family to a mansion-like property in Alipore, one of Calcutta’s most exclusive and expensive suburbs, located in the south of the city. With a sense of grandeur, he called the property Mittal House.

Three years later bespectacled Lakshmi, sporting a geeky fringe and a thick moustache, arrived at the Calcutta Club to take tea with three women. He was just twenty-one and about to meet his future wife. Usha Dalmia, an economics student from Benares, was sitting with her mother and her aunt. They talked to Lakshmi about her charms and questioned him about his intentions. As is traditional in an arranged marriage meeting, the potential bride and groom barely spoke to one another directly although Lakshmi was attracted to her open smile. Next, he met her father, who was in paper and engineering. Lakshmi was impressed, telling his own, ‘He’s a very smart guy. Even if Usha is only a fifth as intelligent as him I will marry her.’

He wrote a letter to her in Benares in which he said rather formally, ‘I welcome you as my life partner.’ Two weeks later the engagement was announced and Lakshmi and Usha spoke to one another for the first time by phone. She was impressed by his dedication to hard work. But beneath the rather serious exterior there was a surprise. He also made her laugh.

[image: 002]

Although Lakshmi Mittal had been inspired by his father to ‘accept challenges. Don’t get scared by new prospects’, Mohan Lal’s other dictum, ‘If my sons are not better than me, my business is finished’, carried pressure. With an inspiring if dominating father and his two brothers, Vinod and Pramod, coming into the burgeoning business, Lakshmi hit his mid-twenties feeling hemmed in.

In 1975, aged twenty-five, he gazed out at the rice paddies in Surabaya, East Java, that his father had sent him to sell because his plans for building a steel mill there were beset with bureaucratic and government obstacles to gaining the necessary permits and electricity supply. Lakshmi had only planned to drop in while on a $250 bucket-shop holiday in South-east Asia, but instead he decided to adopt his father’s creed while ignoring his instructions.

He went to the retail market to see the prices of bars (steel for making gears, tools and engineering products) and rods (used to reinforce concrete) and saw there was a good margin in the business. Here was also a chance to produce steel for the first time in Indonesia and strike a blow against the Japanese companies who used the country just for finishing products and were monopolising the local market. He would undercut them by building a mini-mill using an electric-arc furnace fed with enriched iron-ore pellets known as ‘direct reduced iron’ (DRI) rather than the bulky coking plants and blast furnaces, which were much more expensive to build and operate. A mini-mill would give him a cost advantage of up to 50 per cent. Then he called his father and told him, ‘I am not going further on my vacation, I shall build this plant here.’

But he had no cash, and even if he had had, he would not have been allowed by the Indian government to take rupees abroad. But he discovered that India did have a scheme that would allow him to invest overseas. He could buy equipment and building materials in India, export them to Indonesia, and the Indian government would lend him up to 85 per cent of the cost of that equipment and building materials against the export. Mittal put together the deal: $2 million in Ispat shares, $1.75 million in cash from a local partner and a $3.7 million loan from the Bank of India in Singapore.

Mittal went back to the ministry and the power company he had been in contact with earlier. He got his permit and his power supply. He was in business.

At midnight on 21 November 1977 Usha was close beside him, clutching their baby son Aditya, as Lakshmi Mittal stood in the heat, breathing in the metal dust, blinking at the deep orange of a furnace burning at 1400 degrees centigrade. His expectation was stoked even higher by the muscular percussion of heavy metal rollers kicking in as the first wire rod came out of the rolling mill. With his brothers and his father also there, it was the happiest day of Mittal’s life.

He might have been the first Indian to have started a steel mill abroad, but Lakshmi could only afford to pay himself $250 a month. He had bought a large second-hand silver Holden - an Australian car - which was not only family runabout but also works taxi as the mill was a two-kilometre walk from the nearest bus stop. To help him run the plant and train four hundred local staff Mittal had brought in twenty-four-year-old Bhikam Agarwal, whom he had met in Calcutta. Agarwal had been working as a bill-passing clerk in a mill processing jute used in the manufacture of sacking and rope. It did not take much persuading for him to join Mittal’s adventure.

It was tough work. Mittal and Agarwal spent most of their time at the plant. Aditya’s first memory was aged four going to sleep on the back seat of the Holden with his mother, while his father went inside to sort out another problem. For Usha life was just as challenging, having to bring up a child in a country and culture whose language she didn’t speak, and without the support of a traditional extended Indian family. She too began spending more time at the plant. It was the only chance she had to get to know her husband. She also began to learn his business from the inside out.
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