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Change vital.
to Division
success.
T

he ideas and actions oflow-pnca environnents, Sec-
employees ore the driv- ondly, we. must become the
ing force behind a suc- low-cøst industry producer.

cessful transformation of the Thirdly, we must compete
Ontario Division, said Dlvi- profitably in camnodity
sion President Ron e1lck. nickel and premium prod-

"Employees must be part ucts."
of the restructuring now
underway to face the thai- ( ) What must be done to
lenges of current and forecast - successfully address
low nickel prices," Ron said. our challenges in the On-

"Bythistime nextyear, the torlo Division?
Ontario Pivision will not look
the same." Cost reductions of /% "We must ensure each
$270 million Division-wide ft part of our operations
will have been achieved. produ I :metol improves its

"The Division and its em- competitive standing. Mean-
pioyees wilt be much better while, service depprtrnents
positionedtobeprolt4bleQnd, must operate at competitive
will be able to offeriateho14- cost levels and competitive
eiuo1id return on invest- leveh;ofcustomersotisf..iction.
ment," Ron said. All departments of the Divi-

The Division must look to sloahave to add value to our
core mines, those which can operations or we must elimi-
sustain profitability at low nate the wrk/'
nickel prices, and continue to ç'
decrease production costs eve- What are the next re-
rywhere In its operations, he - structuring/downslz-
said. Ing measures gomg to be?

"We need everyone work-
ingtoward the somegoal. Cre-. "The All-Mines Re-
ating a more open environ- 1t view, which is near-
merit will help people under- ing completion, will help
standthe need forchange and in determining where we go
encourage us all toshare Ideas in rationalizing our
forimprovingourCompany." ing activity. Our parom-.

Toward that end Face-To.. eters haven't changed -
Face sessions were held re- any mines that are unable
cently among management to ópe rate profitably wilt
and employees In all plants be shut down or phased out.
and mines. There are other Initiatives

Continuing along that underway In the mines, the
same open communications surface plants and the sup-
pothis this speclallssueotThe port groups to save money
Inca Tnangk, in which Corn- or increase revenue. A fur-
panyieadersshareandelabo- ther shrinking o the.
rate on the goals each bzs set workforce Is only one corn-
in their respective areas of the ponent of our effort to at
Ontario Division. .tain profitability, but Itwill

Let's start with an inter- occur. How an4 when that
view with Ron Ae1icj answer- transpires has not yt been
ing some questions and an- determined."
swers employees have on their
minds. . Why are these actions

needed?

Nickel market "Today's nickel market
Is in a state cf oversup

What are the top ply, which is driving down.
three long-term stra- price.Whatwe can see of the

tegic objectives of Inco? future doesn't look any .bet,
ter. The oversupply will con-,

/ "Forone, we must lower tinue. The dumping of nickel
ourcast base to be prof- onto themaijcet from Russia:

itable in current and future . cnthw. on pap. 2
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Mines will shed $133Mtobe

T he price of nickel is not
going up - ever.
That's the assumption

the Ontario Division has to
operate under because It is the
new reality.

"Forget the price going up,"
commented Creighton Com-
plex Manager Fergus Kerr.

That reality is a driving force

Markctwontreturn to normal
continued from page 1

also continues. More signifi-
cantly, there are a number
of low-cost producers about
the enter the market in the
next few years. Anaconda
Nickel's Murrin Muffln min-
ing operation in Western
Australia is boasting a pro-
duction cost of 5O-to-60-cent
nickel. Even if Anaconda is
off by 50 per cent in its esti-
mate, it is still a major threat
compared to our costs of pro-
duction. We will control our
own destiny by taking the
necessary and sometimes
tough measures required to
be profitable."

behind the Division's plan to
reduce production costs in the
mines by $133 million a year
by June 1999.

Riding out a low-price pe-
riod in a status quo mode until
the price increases again is a
management system that has
gone the way of the dinosaur,
Division management of mm-

and contributor to the com-
munity for many years to
come."

Ontario Division
Mining

' What is a core mine?

"Core mines are those
. with long-term ore re-

serves, low-cost production
and able to be profitable at
low nickel prices."

Which are the core
"- mines of the Ontario

Division?

ing-related operations said in
a recent Interview.

Restructuring is necessary
and must occurveiy soon, they
sal(L

But restructuring at the
mines means more than just
downsizing.

"Its doing the work where
we need It when we need it,"

influence the future of our
existing mining operations."

Will there be enough
attrition to handle the

downsizing of employment
without further layoffs?

"The numbers are cer-
tainly there, but the re-

alistic expectation is probably
not. As you well know, not
every employee who is eligi-
ble to retire with full pension
does so - nor should they be
expected to. It's a very per-
sonal dedsion and a lot of our
employees wIth 30 years serv-
ice fall between the very young
ages of 48 and 53. When they
elect to leave, the company
loses a lot of experience and a
lot of knowledge. However, as
stated on numerous occa-
sions, our workforce will con-
tinue to shrink and further
layoffs cannot be ruled out.
The rate of retirements could
play a role in reducing any
layoffs."

said John O'Shaughnessy,
superintendent of Mines Engi-
neering with Mines Technical
Services.

"Some of the stuff we mine
now is not ore," said Joe Loring,
manager of the Frood-Stobie-
Garson Complex.

Profitability
is the priority
John Kelly, vice-president

of mining for the ivision,
said in order to be profitable
in current and forecast low-
nickel prices the Ontario Di-
vision must mine only what
makes money.

Maintaining a production
level, or market share, is no
longer a priority of Inco,
Chairman and Chief Execu-
tive Officer Mike Sopko has
said.

Mining what is ore at cur-
rent and forecast nickel prices
on the London Metals Ex-
change is the priority.

"Profitability must come
first. It's as simple as that,"
Iohn Kelly said.

The road to profitability
for the Division is admittedly
a rough one, Division mine

higherprices return. The prices
just will not increase to the
levels of the past that once
sustained higher-cost produc-
ers."

( After we change to
adapt to this market

condition, will things get
back to normal?

"No. 'Normal' in the
J' nickel industry, and
particularly here at Inco,
has become a state of con-
stant change in adapting to
and anticipating market
trends such as oversupply
and low nickel prices. Make
no mistake, this Division in
a year's time will not be the
same. It will be a smaller,
but much more profitable
operation securing a
brighter future for investors,
employees and the commu-
nity."

managers and superintend-
ents said.

Identifying core mines as
the Division's future was the
start of the review of mining
operations.

Core mines
"Core mines are those

mines with long term reserves,
low production costs and an
ability to be profitable even at
today's low nickel selling
prices," John Kelly said.

The Division's core mines
are: Creighton Mine;
McCreedy East; Copper Cliff
North; and Copper Cliff South.

Two other mines in the
Division are considered close,
but not yet core mines: Garson
and Stobie.

Because of the large vol-
ume of material moved at Sto-
bie, it is more price sensitive
than other mines.

"At Stobie what we call ore
changes with the price of nickel,
moreso than at other opera-
tions." Certain areas of Stobie
could be mined while shutting
down work in other lower-
grade stopes in order to make
it a core mine, Joe said.

Garson Mine could be

Will Inco continue to
invest in Sudbury?

/--'
Why are you
confident that Inco

will be successful in becom-
ing a profitable company
in low-price markets and a
very profitable company in
higher-price markets?

\ "Simple. I have confi-
denceinourpeopleand

their ability to adapt. And
let's face it, we do not have a
choice. This Is not a market in
which it would be nice to
reach our goals, this is a mar-
ket in which we must reach
our goals in order to survive.
I firmly believe we have the
people, the resources and the
will to succeed. The challenges
confronting us are significant
and the goals we have estab-
lished to meet those targets
are daunting. It won't be an
easy journey but it is a neces-
sary one. If all of us in the
Ontario Division work to-
gether, there is enough Intel-
lectual horsepower to ensure
we remain a viable producer

4 "There are four mines
A ... that we currently can
place into this category. Cop-
per Cliff South, Copper Cliff
North, Creighton and
McCreedy East."

J What happens to those
"that are not core

mines?

L\ "Non-profitable mines
J will be shut down or
phased out. We have already
shut down Shebandowan and
Whistle mines and Levack,
McCreedy West and Little Sto-
bie will be shut down before
the end of 1998. Others that
are close to core status, such
as Stoble and Garson mines,
could be restructured to be-
come profitable and move
from what I call 'could-be core'
mines to solid, profitable op-
erations. Stobie and Garson
are two of the many chal-
lenges that we face as a Divi-
sion. An All Mines Review of
our Canadian operations is
nearing completion and will

Change
()We've seen down cy-
"S. des before, what's the

big deal this time?

"This is not simply a
£ cyde. While it's true the
market will continue to have
ups and downs in supply and
nickel prices, we are seeing a
new reality of a more fiercely-
competitive industry. We must
position ourselves to turn a
profit in the lowest of price
conditions and to turn a big
profit during higher prices. We
can no longer count on riding
out low-price periods until the

?! "The dedsions we are
makingtodayaretopo-

sition ourselves for the future.
Any new investment must pro-
duce an acceptable rate of re-
turn. We are taking the neces-
sary steps toward ensuring a
profitable future forthe Ontario
Division. The recently-an-
nounced $125 million (US) in-
vestment at Creighton Mine is
a good example. It's an invest-
ment that wifi provide the Divi-
sion with a good source of high-
grade, low-cost copper and
nickel, ensure another 18 years
of production capadty at our
oldest cictive mine, and be a
profitable investment offering
a very favorable rate of return
to the Company. It is also con-
sistent with ourstrategy to make
investment in mines that are
profitable at low nickel prices."

(COSTRED1JCTION
tREVENUE GENERATION ($ millions)

$50
Revenue

$133
$45 Mines Cost

Overhead Reduction

$62 -
MS&R

Cost Reduction

unco.

"Core mines are those mines with long term reserves, low production costs and an
ability to be profitable even at today's low nickel selling prices," saId Mining Vice-
President John Kelly.
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competitive in fierce market
moved into the core category
by improving performance, Joe
said.

Ways of improving devel-
opment and mucking of ore
are ongoing.

'The jumbo
can't sit idle'

"We've gQtto maximize face
time," reducing the downtime
between development periods,
Fergus said as another exam-
ple. North Mine leads the way
in feet developed per manshift.

One means of achieving
that improved development is
with smaller development
crews, of two and three instead
of five and six, Fergus said. "It's
multi-tasking." Everyone must
be working efficiently, he said.
"The jumbo (drill) can't sit idle."

The smaller crews can get as
much valuable work done if
deployed to the most profitable
areas of each mine, he ex-
plained.

Joe said accountability of
each crew is being emphasized.
"So each crew knows what they
are measured on."

More efficient work meth-
ods by employees will help the
Division lower production costs,
Joe said.

"Measuring development
work by employees, as is done
with contracted work, has re-
sulted in greater efficiencies,"
Joe said.

By ocusixig the work of em-
pioyees on development work,
the Division will increase its
development feet per shift.

"We don't ask them to do
evetything else. So they're fo-
cused."

Jon Gill, manager of the
Levack Complex, added,
"We've also got to drive quality.
It's no good to get three feet of
junk per manshift. We've got to
study the process in detail.

"We have to put in the right
ground support system, for ex-
ample. Sometimes we over-sup-
port:"

Downsizing
part of solution
But make no mistake,

downsizing of operations and
of employment mustbe partof
the solution given the current
and expected market condi-
tions, John Kelly said.

"Attrition alone won't han-
dle it," Fergus said.
• "I've told people at Garson
we can't maintain thiiigs the
way they are," Joe said.

"At Stobie, we may not beat
11,000 tons a day with 500
employees. Maybe we'1l be
something less."

The anticipated rate of re-
tirement in the Division's
mines simply can't handle the
cost reductions needed in cur-
rent and forecast nickel prices.

If all those eligible to retire
did retire suddenly, layoffs
might not be needed. But ifs
unlikely enough people will
elect to retire quickly enough,
the mine managers said.

By taking cost-cutting
measures now, the extent of
layoffs can be minimized and
the Division's profitability
maximized.

Maximizing development time and efficiency is one of the solutions to improving mining operations in the Division. Deployment of the mining
workforce to the most profitable sectors of each mine is also beIng evaluated as part of an overall production cost reduction in the mines.
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Inco neonle workinQ on

p eople call It "hard-
rock mining."
But mining rock is

something the Ontario
Division is minimizing.

Dilution is what hap-
pens when worthless rock
is mined with ore.

More precise blasting
is a start to reducing dilu-
tion and increasing prof-
its.

"We started using a
certain powder in perim-
eter blasts. It helps pre-
vent the rock from the
back from caving into the
ore. It helps prevent
overbreak, which contrib-
utesto dilution," said De-
velopment Miner Gord
Snow, of South Mine.

Improvement
starts at source

It all starts in the
mines, of course.

But dilution of ore af-
fects the entire chain of
operations.

The higher the grade
coming out of the mines,
the higher the grade will
be coming out of

solutions to dilution

Clarabelle Mill, the
Smelter and into the re-
fineries.

"If you send rock to
the mill and process It,
the rock takes some nickel
with it to the tailings. It
can't be helped," ex-
plained Jerry Verbrugge,
a planner at South
Mine.

That's why limiting
rock content to a mini-
mum at source from the
mines is the best way to
start the process of pro-
ducing lower-cost nickel,
he said.

Precision pays
Precise ring layouts for

blasting also have a sig-
nificant impact on maxi-
mizing ore retrieval and
minimizing rock content,
Jerry said.

"That way we don't
want to grab too much of
the hanging wall or
footwall (surrounding the
ore)," he said.

"And we don't want to
leave behind too much, if
any, or-

Getting each part of the production chain to understand the value of limiting dilution is key to
lowering costs. Planner Phil Dawson and Development Miner Gord Snow work out the best
means to drill an area.

e.Development Miner Gord Snow, who operates a jumbo drill, said using the right blasting
continued on page 10 explosive helps prevent overbreak - reducing ore dilution.
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Mills to cut $11M and make
$17M more revenue

The cost goal Is to be one of the lowest-cost nickel milling facilities In the vvodd But getting there will
not be painless for Ciarabelle Mill. "The number of staff positions Is shrinking by 35 per cent and the
number of unit jobs will also decrease, albeit at a lesser rate," Dietrlch Liechti said.

T he Division's milling operations
will see production costs drop by
$11 million during the nextyear

while higher nickel and other metal
recoveries will mean 17 million more
in revenues per year.

"We are going to recover more metal
from each ton of ore, by improving the
process and the use of new reagents"
said Dietrich Liediti, manager of Mills
and Transportation.

Radical change
"We are radically re-organizing the

milling operation. This is not window
dressing," Dietrich said. "There will be
much fewer staff."

Mill line management is decreasing
from42inl997to2l intheyear2000.

As part of overall restructuring,
Clarabelle Mill will become a "requisite
organization," the minimum organiza-
tion required to achieve our business
goals. This will enhance creativity, pro-
ductive effectiveness, human satisfac-
tion and morale, he said.

More-interesting work
Dietrich said the Company is putting

new action behind its belief that the
workforce is its greatest asset.

"We have given too many people in
the unit menial work. The iobs we pro-
vided for many of them didn't allow
them to use their capabilities to the
fullest," Dietrich said.

But that is changing.
As part of restructuring efforts "our

operators and trades-people will make
more decisions" and will have "chal-
lenging, interesting jobs."

That change in itself will help im-
prove efficiency, he said.

Cost-reduction changes
underway

There are many other changes al-
ready underway.

"Firstly, we are combining the
Cicirabelle Mill, Copper Cliff Mill, Tail-
ings Area and Water Plants into a single
operation, headed by one mill superin-
tendent (Mike Mayhew)," Diethch out-
lined.

u5on&y, we are joining the main-
tenance and operating crews in each
area. Instead of 21 maintenance and
operating crews (each with a foreman)
we will have seven area groups led by a
group leader." -

The Mifi will be divided into seven
groups: Coarse Ore; Grinding; Flotation;
Filter Plant, Tailings, Water Plants and
Instrument/Electrical.

Each group, except for the last two,
will consist of a group leader, mainte-
nance crew, an operating crew and a
planner.

Theywilloperate, maintain andplan
for their areas and each will have a
budget and targets to reach.

Rebirth of milling
"This rebirth of the milling organiza-

tionwillnotbewithout pain. The number

of staff positions is shrinking by 35 per
cent and the number of unit jobs will
also decrease, albeit at a lesser rate," he
said.

Diethch added that the extent of
downsizing at the milling operation also
depends on how much ore the mines will
provide in the future.

He has no doubt about the urgencyof
downsizing and continued change.

"It's driven by the nickel price. With
50 per cent of our costs being people, we
have no choice but to reduce."

"We are joining the
maintenance and operating
crews in each area. instead of
21 maintenance and
operating crews (each with a
foreman) we will have seven
area groups led by a group
leader," said Mills and
Transportation Manager
Dietrich Liechti.

pcrooi
hsh a reqwsne oni,auon, a airing system that creates trust and respect.

tdours..
• Recognize individual contributions
• Ctzch and mentot for personal growth.
• Upthu. and follows uccesbion plan Retain and transfer Inowledge

each work area withmonthly updates of progress
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Smelter lowering costs by $17M
by next summer

T he Copper Cliff
Smelter's goal is to.
reduce operating costs

by $17 million by june 1999.
Measures are already well

in the works for that to hap-
pen.

"We have to do this to en-
sure our Sudbury (operations)
survive and prosper in a mar-
ket of low nickel prices," said
Smelter Complex Manager Sid
Segsworth.

Many projects
already started
There are many produc-

tion cost reduction projects
underway.

Improving employment
productivity, which will in-
clude downsizing, will reduce
costs by $3 million a year.

Among the largest of
projects underway is the in
the area of converters.

By enriching oxygen in
converters, aisle scrap con-
sumption can be increased by
30 per cent. That will elimi-
nate the need to operate the
scrap-melting converter,
which costs $2 million a year
to operate.

Decreasing the amount of
material recycles from matte
separation will reduce reproc-

By enriching oxygen In converters, aisle scrap
consumption can be Increased by 30 per cent. That will
eliminate the need to operate the scrap-melting
converter, which costs $2 million a year to operate.

essing costs by $1 million a
year and Increase production
of nickel and copper by four
million pounds a year.

The Smelter's target is to
increase circuit efficiency in
the separation building from
88 per cent to 92 per cent.

"We have six or seven
projects that will save us $1
million or more each. Plus we
have about 30 othersthat save
us thousands of dollars each,"
Sid said.

Fiank
communication

As in all other plants and
mines, employees have been
informed and asked for their
ideas in Face-To-Face meet-
ings.

The frank Face-To-Face dis-
cussions about the need to
lower production costs to be-
come profitable in current and
future low nickel price envi-
ronments has left many em-
ployees feeling a sense of
"shock, fear and concern," Sid
said.

But it's a reality that must
be faced, he added.

"We have very good, tal-
ented people here. I'm confi-
dent we will meet our target
reduction."

..

Improving employment productivity, which will include downsizing, will reduce costs by $3
million a year, as part of the Smelter's $17 million cost reduction.

Smelter Complex Manager Sid Segsworth
said $17 million will be reduced In
production costs, as part of the Ontario
Division's reduction of $270 million by June
1999.
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Nickel Refinery cutting $6.6M in
production costs

R educing thecostof nickel
production by $6.6
million while also in-

creasing production levels are
goals that go hand-in-hand for
the Copper Cliff Nickel Refin-
eiy.

"We will increase produc-
tion and lower our costs per
pound of nickel because our
increased production doesn't
require spending more capital
funds, It's just a matter of man-
aging our equipment better for
higher throughput," explained
lyon Chaumont, the Nickel
Refinery's maintenance super-
intendent.

The top priorities to achieve
those two goals at the Nickel
Refinery by June 1999 are:

• Reducing costs per pound
of nickel production;

• Increasing production by
10 million pounds a year

•Improving safety, which
has a direct cost-savings ben-
efit.

"Our biggest challenge is to
reduce our cost per pound of
nickel going out the door. We
have to stay competitive. We
have to manage our business
very differently than in the
past."

16 projects to
reduce costs by

millions
Nickel Refinery cost reduc-

tions will take place under 16
projects, which are either
underway or under review.

Induded in the projects are
discussions on downsizing em-
ployment at the Nickel Refin-
ery, lyon said.

"Retirements will address
most of our downsizing needs.
But nt all of our needs."

Among the significant
projects are:

A pellet decomposer main-
tenance initiative, which
started May 15. This project is
actually designed to increase
nickel production, but it has
the added benefit of reducing
costs of production. It has
meant an increase in equip-
ment availability because of
greatly. reduced downtime.
Maintenance of the refinery's
18 pellet decomposers, done
twice a year, used to take 14
days to complete. But it will
now take only three-and-a-half
days to do the same work.
That's because of a change in
work scheduling from having
eight industrial mechanics on
eight-hour shifts five days a
week to now having them work
12-hour shifts on a seven-day
schedule. "There's a cost sav-
ings from this as well. We have
donetwounitsthusfarwithan
average savings of $7,000 per
unit. Plus the industrial me-
chanics are now free to take
other jobs," lyon said. "This
will also have a direct savings
on contracting out." The 18
pellet decomposersare main-
tained twice a year - same as
in the past;

• A move to using bags
versus more expensive steel
containers for packaging

nickel products, while still
meeting customer demands;

The installation of three
new package boilers is under
review. The new boilers are
more efficient than the cur-
rent older and larger boilers
used in the IPC process and
meet the present require-
ments for steam. The new
boilers would mean a cost
saving of $2.8 million a year.

10 million more
pounds of nickel

Higher production, lower
costs.

That's the drive behind in-.
creasing production by 10
million pounds a yearby June
1999.

In fact, the pellet
decomposer maintenance
project is already allowing for
greater equipment availabil-
ity, lyon said.

Most significantly the
Nickel Refinery will increase
production by:

• Using the dock for main-
tenance work.

• Seven-day schedule for
maintenance on lifeline equip-
ment.

• Full utilization of the
maintenance systems devel-
oped.

• Reducing cyde time on
process equipment (i.e. reactor
cyde time.)

• Employee involvement in
cost reductions and increased
equipment availability

• Equipment monitoring.

Safety counts
"Improving safety saves us

money."
Beyond the obvious ben-

efit of reducing, if not elimi-
nating, injuries to employees,
there is a flnandal benefit to
improving safety as well.

"Our LTA (Lost Time Acd-
dent) target rate is 1.5. We're
trying to do even better than
that."

lyon said, "Reducing
disabling injuries is impor-
tant, because our people
are important to us. And
in doing so the other ben-
efit is that it's a direct com-

pensable costs savings to
us."

The need is urgent
"The urgency for lower-

ing production costs is the
most critical I've seen in my
career with Inco. This is the
toughest I've seen it, be-
cause it's not a short-term
cycle. This market condi-
tion is long term," lyon said.

"We're .in a survival
mode right now. But we are
making some hard decision
that will certainly move us
into a profit mode even at
these low nickel prices."

Nickel Refinery cost reductions will take place under
16 projects, which are either underway or under
review. Included in the projects are discussions on
downsizing employment at the Nickel Refinery, said
Nickel Refinery Maintenance Superintendent lyon
Chaumont. "Retirements will address most of our
downsizing needs. But not all of our needs."

Twice a year maintenance of the Nkkel Refinery's pellet decomposers used to take 14 days to complete. But that will now take three-and-half
days because of a change in work scheduling going to 12-hour shifts, seven days a week.
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By lowering production costs by $5.2 million a year, the Copper Refinery can expect to
contribute positively to the Division's bottom line. The aspects that have made the
refinery successful in the past will be enhanced for customers under restructuring
initiatives in the works.

L owering costs of produc-
tion at the Copper Re-
finery by. $5.2 million

annually by this time next year
means applying new solutions
to the new challenges of a low-
price copper market.

"We're an old plant," said
CopperRefineryManagerDole
Krueger.

"It's a process that's been
around since 1931. So it's really
difficult to get outside the box."

'The box' is the usual way of
conducting business. And the
usual won't do anymore, Dale
said.

But old plants can learn new
tricks.

A recent example, Dale sold,
can be found in the Copper
Cliff Copper Refinery's shipping
system.

"We were maintaining an
entire rail system to ship five
per cent of our copper products
to one customer."•

After discussions with Inco's
marketing people, a solution
was developed.

"Our marketing guys have
negotiated with the customer
to receive the copper cathodes
by truck," while maintaining
deadlines and methods of un-

loading satisfactory to the cus-
tomer.

The change in transporta-
tion to trucks means the refin-
ery can sell its locomotives and
railwaytrackand save $35,000
a year in municipal taxes paid
for the track.

"In all, it's going to save us
$500,000 per year. We arrived
at the solution because we ques-
tioned the status quo."

'Level 3' financial
emergency must

be addressed
now

That sort of new thinking
must be applied to all areas in
order for the Ontario Division to
become profitable in currentand
forecast low nickel and low cop-
per prices.

"When it comes to the finan-
cial picture we're at a Level 3
emergency. If we don't do any-
thing about it - we're out of
business In two years," Dale said.

Dale said although copper is
a smaller port of Inco's busi-
ness, compared to nickel pro-

duction, it has been and will
again be a significant revenue
generator.

"We never have trouble sell-
ing the stuff- it's the price you
get for it."

Copper prices have been on
a similar downward path as
nickel.

By lowering copper produc-
tion costs by $5.2 million a year,
the refinery can expect to con-
tribute positively to the Dlvi-
sion's bottom line.

Dale said the aspects that
have made the refinery suc-
cessful in the past will be en-
hanced for customers under
restructuring initiatives in the
works.

"Our customers buy from us
for our quality and our service.
We have on-time delivery, pack-
aging to customerdemandsand
excellent response to customer
complaints. That will continue
to improve."

Employment
restructuring
Another challenge to reduc-

ing costs at the Copper Refin-

"Our marketing guys have negotiated with the
customer to receive the copper cathodes by
truck," while maintaining deadlines and
methods of unloading satisfactory to the
customer, Copper Refinery Manager Dale
Krueger said explaining the team effort involved
in one of several restructuring projects. It's an
initiative that will save $500,000 a year.

eryisthesame at all plants and
mines: employment costs.

Retirements may take
much, perhaps all, of that re-
duction requirement at the
Copper Refinery.

"Sixty per cent of our people
will be eligible for retirement in
three years. So we're going to
need the young guys."

A layoff would leave the re-
finery with a potential shortage
of experienced employees once
the retirements go through.

"It's a balancing act."
Dale explained, "With

demographics we don't want
people laid off when others are
going to retire. We have totrans-
fer knowledge and skills."

In a climate of downsizing
and restructuring, it's also Im-
portant to remember that peo-
ple with 30 years service, who
are eligible to retire on full pen-

sion, are productive employ-
ees, he said.

"Just because someone has
30 years, doesn't mean he or
she should leave. They are valu-
able people. And they're only
48 to 55 years old."

Communication
is key

Gettin.g employees on-
board to work toward a more
profitable future in tough mar-
ket times is a crucial compo-
nent to long term survival and
prosperity for any business.

Face-To-Face discussions at
the Copper Refinery have been
getting the word out about In-
co's continuing need to reduce
its production costs in all areas.

"Supervisors are involving
employees."
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Mines Researëh
Working toward the future:
Reducing production costs

ByGreg Baiden, manager
ofMines Research

A s the price of nickel
hovers around $2.00/lb
many are asking why

and what are we going to do
about it?

While everyone in our
plants is working hard to im-
prove the systems we have in
place, Mines Research is work-
ing on technology that will
change the way we will mine
-sooner than everyone thinks.

We are currently working
on the tele-operation of min-
ing machinery. The current
pieces in the field are the sur-
face operated Tamrock
Dató1O1O60 drills dnd
Wagner Roboscoops.

As of the last month a new
machine, the Autotoper will
be making an appearance in
our mines.

Tele-drilhing
Tele-drilling is a key tech-

nology for us in the future.
What is tele-drilling? Well,
first we have some of the
world's most automated
drills: the three Datasolo
1060s. These are linked to
the control on surface with a
cellular radio network and
computers. A few years ago
this was considered impossi-
ble now we run these in pro-
duction at Stobie Mine.

The drilling attendants
account for almost 20 per
cent of the Division's pro-
duction in the clean, safe
control room environment.

These drills have reduced
our costs by greater than 20
per cent and have increased
the rate at which we can
drill.

Roboscooping
Robo-scooping is also be-

ing done at Stobie Mine but
now it is starting to spread to
Creighton Mine.

This technology allows one
operator In an offIce to run a
number of scooptrams leav-
ing the machinesto drive from
the drawpoint to the dump by
themselves.

On the horizon is an office
control room in the Copper
Cliff Clinic that will run two
scoops at Creighton and two
scoops at Stobie.

The contract to do this

work worth $2.5 million has
just been awarded by
Precarn Associates to Inco,
which will do the research.
The contract will further de-
velopment of the Tele-scoop-
ing technology we have al-
ready in place.

Autotoper
Our newest machine that

is just going through field
trials at McCreedy East is
the Autotoper.

This machine is an aid to
our surveyors. It can drive
throughout a mine taking
topographic maps of the
drifts at five-foot intervals.
This allows the creation of
a "virtual reality" fly-
through of the mine drifts.

These techniques can be
used to improve our mine
planning and ventilation
systems.

The advantage of thiskind
of machine Is its speed and
accuracy in mine drawing
creation. To date field trials
are showing what would take
us 100 hours to do can now
be done in two hours.

These advances are a few
of the techniques Mines Re-
search is working on for Inco
in Sudbury, Thompson,
Voisey's Bay and Indonesia
to remain competitive in the
nickel business.

Organizational Effectiveness
r Refineryand thçPe

By John Shelegey
Electrowinning foreman
Copper Refinery

i4'•'T" he need to tweak";
I "reacting to
1 noise"; "experi-

ence over data".. .these op-
erating philosophies have
been prevalent in the Cop-
per Refinery culture for
years.

The need to consistently
apply statistical thinking in
our process control and de-
cision making was one of
the key issues identified in
the Copper Refinery Organi-
zational Effectiveness Study
(O.E. Study). -

Back in April 1997, the
Copper Refinery volunteered
as one of two test sites for

the O.E. initiatives in the
Division.

This study has molded the
quality plan at the plant as
a result of the changes in
roles and responsibilities, or-
ganization design and man-
agement systems. The tradi-
tional organization had one
supervisor per crew.

The "new" organization
will have group leaders (su-
pervisors) responsible for
multiple teams (crews), with
team leaders to coordinate
the activities of the team.

We realized that fact-
based decision making
should not only be used at
the group leader level and
up, but had to be used from
the ground floor where we
will be relying on team lead-

ers and teams to make many
of their own decisions.

The first step was to edu-
cate our people on the tools
in the Quality Process. With
the help of Joe Dippong from
the Quality and Human Re-
source Development Depart-.
ment, a two day workshop
was developed and attended
by all senior management
and supervisory personnel.

Teams and team leaders
will receive "just-in-time"
training by the O.E. coordi-
nator on the quality process
as they become comfortable
with their new roles and re-
sponsibilities.

The course itself empha-
sized the use of control chart-
ing, which incorporated a
process mapping exercise to

determine the key measures
for the plant.

To cultivate "plotting the
dots" in the organization, the
workshop included a home-
work exercise, which re-
quired each individual to
take ownership of a param-
eter within their process ir-
eas and develop a control
chart with calculated upper
and lower limits.

We have always been
good at providing education
in the past, but often lost the
skills learned because we
failed to apply them in our
work.

The ongoing application
and maintenance of control
charts has now become an
important facet of our jobs.

The key measures of each

department are posted in
their respective areas to in-
troduce charting to hourly
workers and familiarize them
with these parameters.

Eventually, the plant pa-
rameters will be maintained
on the Copper Refinery data-
base, where charts will be
automatically updated as
new values are inputted.

The Copper Refinery O.E.
study has been tremendously
challenging as it has tied to-
gether many concurrent
changes. We are always
faced with cultural barriers
when we try to move forward.

However, with regards to
our quality plan, having eve-
ryone speaking the same lan-
guage is a powerful driver
for change.
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- on the road to survival
wifhRonRa(iise and prosperity'

The goals is zero.
This means the elimination of disabling acddent In ourworkpkzces
It is essential that people work safely and are trained to do work the

best way we know how. At all levels we must be held accountable for
our renorusihi1iflec in olhi'rinü to ctnndnrds and miec in the work-

First there is the pain and suffering that IS tbe result felt by the
Individual and the effect of that on family and loved ones. Then the
monetary cost of the Injury with costs that are direct and indirect to
both the individual and. the Company.

Direct costs to the Company Include health care and compensa--

place. tion costs. Indirect costs to the Company Include replacement of the
It takes the involvement of every- injured employee, possible training

Performing as separate companies
adds to competitiveness

continued from page 4
Jerry said it's a delicate

balance that planners, engi-
neers, geologists and miners
have to pay greater atten-
tion to, especially in a low-
price nickel market.

Customer
relationship
works best

If every part of the Divi-
sion acts as a separate com-
pany, within the Company,
then each of their customers
down the line will receive a
better and more cost-effec-
tive product.

"We are the producer,"
Jerry said of mining opera-
tions.

"The mill is our customer.
With rock, we are just adding
to the cost of production at
the mill."

In addition to more pre-

cise ring layouts, blasting
more selective mucking by
scoop operators (leaving rock
behind), there are other solu-
tions being put into action at
South Mine.

"We use one stope (on the
3540 level) for rock storage,
saving us on hoist costs," said
Phil Dawson, South Mine ge-
ologist.

"It costs us $30 a ton to
hoist and process rock. So this
storage stope should save us
half a million dollars this
year."

Multi-millions
can be saved

Phil pointed out the star-
tling savings potential in cut-
ting dilution.

"If we could eliminate all
dilution at all mines, the sav-
ings would be $250 million a
year. Realistically, in the
short run, we can save 20 per

cent of that - that's still $50
million."

Conductivity probes are
another way dilution is be-
ing minimized, he said.

In the last five years, con-
ductivity probes detecting
nickel and copper have be-
come more sensitive. "Before
they just detected nickel."

Computerization of the
probes has also improved de-
tection allowing readings to
go directly into an engineer's
computerized drawing.

Cavity monitor surveys
are also more precise giving
geologists and planners a
clear picture of how much
ore was taken, or left behind,
after a blast.

"It gives us a better han-
dle on dilution. And it helps
us plan our blasting of the
next stope by adjusting drill-
ing and blasting patterns,"
Phil said.

Indeed, minimizing dilu-
tion is everyone's concern.

"If we can reduce dilution
by 20 per cent or even 10, it
will have a profound effect
on the profitability of the
Company," said Dietrich
Liechti, manager of the Mills
and Transportation.

"Ore grade is the single
largest factor that contributes
to the profitability of a com-
pany," Dietrich said. -

"And dilution is ore grade.
The more rock you throw in,
the lower your grade."

Scrap also a
problem

Large pieces of mine steel
scrap, from chain links, pails,
roof bolts and screening
cause process problems at the
mill, such as spillage or pro-
duction problems. -

Gilles Labre, scoop opera-
tor at South Mine, said an
Inco Computer Based Train-
ing module he went through

at work recently helped him
understand the importance
of minimizing scrap in the
ore.

"It gave me more under-
standing about how the mill
runs. Our vent pipe, bolts and
rebars create steel chokes at
Clarabelle Mill. A steel choke
can cause grinding mills to
shut down while the choke is
cleared."

Improvements in mini-
mizing scrap from the mines
have already been made, in
which the scrap is separated
at the mines before the ore is
moved to the mill.

"The mines have already
eliminated the large pieces
of steel," Dietrich said.

"When they do that with
the smaller pieces, It will im-
prove safety and production
at Clarabelle Mill."

He added that although
scrap is a serious problem, it
is minimal compared to gains
that can and will be made in
minimizing ore dilution.
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Stainless oversupply to close mines

Closings of nickel mines are likely in the near future as a
result of an oversupply of stainless steel, which consumes about
50 per cent of all nickel production, reports the London-based
commodity analyst GN1 Ltd. "There will be so much supply in
the market that closures will be forced upon producers rather
than them being proactive," said Peter Fish, managing director
at the U.K. -based steel analyst MEPS (Europe) Ltd. Major nickel
producer Eramet, meanwhile, Is predicting prices will stay low
for the long term.

Upstart claims 60.cent nickel production
Anaconda Nickel Ltd. estimates that Its Murrin Murrin

mining operation will produce nickel from its close to the
surface, clay-like, laterite deposits at about 50 to 60 cents a
pound. The Australian company's claim compares well below
the typical cost of $1.70 to $2.30 of mining underground granu-
lar suiphide deposits, which are volcanic in origin. Michael
Masterman, Anaconda's director of finance and marketing,
said the loterite ores, estimated to contain two-thirds of the
world's nickel reserves, will allow his company to steal nine per
cent of Inco's current 21-per-cent market share. Inco has latente
deposits in Indonesia and New Caledonla that are richer than
Anaconda's, pointed out Jerry Rogers, Inco director of corporate
affairs. Mr. Rogers added that Anaconda's estimates are "only
on paper" at the moment. The first phase of Murrin Murrin is
scheduled to be operating at a capacity of 115 tonnes of nickel
by the year 2000.

Anaconda-aboriginal employment deal
Anaconda Nickel Ltd. has reached an employment agree-

ment with aboriginal people of Western Australia's outback.
Under the agreement which includes a substantial training
component, Anaconda has committed to employ 115 local
Aborigines as part of the 350-strong workforce to work on the
processing facility at Murrin Murrin. The company's chief ex-
ecutive Andrew Forrest said Anaconda is firmly committed to
aboriginal training and employment.

Voisey's Bay Nickel adds to information
taco Ltd. has submitted an addItional 600 pages of informa-

tion on Its Voisey's Bay Nickel project to an environmental
panel studying the huge project. Toronto-based Inca produced
the material, now totaling 2,500 pages, in reply to the panel's
request last month for more information and its plans to man-
age its effects on the environment. Brian Torrie, manager of the
panel reviewing Voisey's Bay, said the earliest public hearings
on Voisey's Bay can begin is early September.

Ownership deal for Peru copper
Teck Corp., Rio Algom Ltd. and Noranda inc. have agreed in

principle on a revised ownership to develop Antamina copper-
zinc project in Peru. The companies said Rio Algom and Noronda
would each hold 37.5 per cent of the project, with Teck holding
the remaining 25 per cent. This replaces an earlier proposal
under which each company was to hold one-third of the project.
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Divisional Shops reducing
maintenance costs by $1O.2M

The Solution:
Our Ontario Division Strategy

What must be accomplished?

1 Each element of the value chain of producing
metal must improve its competitive standing.

2 Operations which provide direct service must
operate at competitive levels of cost, service
and customer satisfaction.

3 Central functions must add value to
the operations or we seriously consider
eliminating the work.

Inco

D ivisional Shops
will go from
seven operating

facilities to two by June
1999, as it reduces costs
by $10.2 million.

That's an almost 30
per cent cost reduction
and a work area re-
duction of 38 per cent,
from 178,000 square
feet to 110,000 square
feet.

The two facilities
that will remain by
next year are the Track
Equipment Repair
Shop (the existing Loco
Shop after amalgama-
tion with the Car Shop)
and Divisional Shops'
Complex, both located
within the Copper Cliff
Smelter Complex.

"While the cost of
doing the work was a
major deciding factor,
this was only one of
many factors consid-
ered as we examined
all work and services
we provide," said Paul
Elson, who is super-
vising the restructur-
ing project at Divi-
sional Shops.

In addition, issues
such as quality, cycle
time and risk to the
Ontario Division were

also evaluated to ensure
there would not be a
negative impact as a re-
sult of using outside ven-
dors.

Each shop was sys-
tematically evaluated in
detail using the tools de-
veloped in-house and
recommendations were
made on which products
and services Divisional
Shops should continue to
provide and support.

"It is worth noting
that the strategic initia-
tive to analyze Divisional
Shops products, services
and costs began over a
yearagoin March 1997,"
said Randy Hiscock, su-
perintendent of Divi-
sional Shops.

"Recognizing that
change was necessary as
a result of manpower
losses (both present and
anticipated), customer
dissatisfaction, our in-
creasing charge-out rate
and product cost, a team
of unit and staff employ-
ees, later known as the
Value Added Committee,
was formed."

Randy said, "For
those products and serv-
ices that we will discon-
tinue we are working
closely with the custom-

ers, Purchasing and in
some cases the vendor to
ensure customer satisfac-
tion, high quality, accept-
able cycle times and the
best value for the Ontario
Division is maintained."

Paul added, "Our op-
erating strategy will in-
clude a continuous evalu-
ation of products and
services."

Physical structures
have also been evaluated
for their role in lowering
costs.

"Most of the buildings
we occupy are old, with
some built in the late
1920s," said Willy
Metson, general fore-
man.

"Therefore, as part of
our restructuring, the
Steel Fabrication Shop,
the Welding Shop and the
existing Car Shop will be
demolished, which will
significantly reduce Divi-
sional Shops' overhead -
saving the Ontario Divi-
sion more than $400,000
a year in building taxes,
heat, electricity, and
maintenance," Willy
said.

"Work has already
begun with closure of the
North Mine Automotive
Garage in late February,

and movement of the
Combustion Depart-
ment into the Winding
Shop. Engineering is also
underway for further
consolidation of shop
facilities."

Leaner, more
efficient

Bill Toivonen,
maintenance foreman
in Divisional Shops,
said, "Restructuring can
be a stressful time for all
employees and false in-
formation or rumors add
unnecessary anxiety.
Let me say, we are not
closing. We are still very
much in business. And
to stay in business we
must become a leaner
and more efficient op-
eration."

Bill said the Divi-
sional Shops charges to
the mines and plants
they serve will be much
more in line with simi-
lar services offered out-
side of the Company.

Another significant

change will be in the
transition from primarily
a one-shift operation,
with minimal afternoon
shift support, to a full
two-shift operation with
operating hours from
7:30 a.m. to 11:30 p.m.,
Monday to Friday."

Downsizing
needed to

lower costs
Throughout this re-

structuring, surplus em-
ployees will be identified
and made available to
the Division, Randy said.

"The present-day
workforce consists of 197
staff and unit employees
(which is under the 1998
plan of 233). It is felt that
approximately 165 will
be required to support the
product and service lines
we shall keep. Fewer and
fewer employees will be
charged to overhead as
a result of elimination of
duplicated services in our
facilities," Randy said.

"Itisnotyetknown
whether retirements
and transfers will ac-
commodate the re-
quired reduction in
our workforce."

Team effort
Randy said, "With

the support of Joe
Dippong, Divisional
co-ordinatorof Quality,
Sheila Giroux, statisti-
cal advisor, and many
hours slaving overa hot
keyboard, a product
evaluation form was
designed to value-rate
products, based on fac-
tual information, not
supposition or gut feel.
By year-end the team
had evaluated, scored
and prioritized hun-
dreds of product and
service lines," Randy
said. In addition, John
Kanerva and Doug
Fosten partidpated in
a comprehensive risk
evaluation process,
which was completed
by March 1998.
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The Triangle is published monthly for employees and pensioners
of the Ontario Division of Inco Limited. Produced by the Public
Affairs Department, members of the International Association of
Business Communicators.

Letters and comments are welcomed and should be addressed to
the Editor at Inco Limited, Public Affairs Department, Copper
Cliff, Ontario POM 1NO. Phone 705-682-5429.

Services in Divisional Shops, as in the entire Ontario Division, must
be competitive and add value to operations.
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