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foreword

Dear reader,

This book represents more than two years of intense, 

focused communications inside ABB, from September 

2002 until the end of 2004. It was a time when our com-

pany was in turmoil and had to cope with a number of 

issues at the same time – and open internal communica-

tions was key.

We decided when I assumed the role of CEO to ensure 

dialogue with employees, inviting their input and bypass-

ing traditional layers of hierarchy. Without interfering with 

day-to-day management, I covered key topics – creating 

certainty where there was great uncertainty, to show a way 

forward despite the hurdles in our path.

During this period, more than 4,500 responses were sent 

to me. How? At the end of each weekly letter, posted 

on our intranet, there was a feedback button. I read all 

responses, and in my letters I took up key themes that 

appeared in the feedback.

In their own way what I thought of as the Friday letters, 

and what ABB people called the Dormann letters, were 

a key tool in our transformation. I enjoyed the conversa-

tion with the organization, especially the openness and 

responsiveness. 

I am deeply impressed by the fi ghting of spirit of the 

people of ABB. This spirit became apparent over time as 

we set and acted upon priorities – helped by our two-way 

communications.

Every company is successful in unique ways, and business 

challenges come in many guises – so it may be hard to 

draw simple and concrete lessons from the letters.
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Nevertheless, we have often been asked by universities 

and management experts to make the letters available in 

full, as a complement to publicly available information 

about this crucial period in ABB’s history.

This is the real reason why we are publishing them. Not 

out of nostalgia or glorifi cation, but to show others how 

one troubled industrial company rose to meet its chal-

lenges. And how it persevered – in no small part because 

of a determined effort to mobilize, inform and involve as 

many employees as possible.

My thanks go to our communications manager, Björn 

Edlund, who made sure we had a letter ready to be 

posted every week. He kept a close eye on the communi-

cations needs of our people, coaxing subjects and ideas 

out of my colleagues on the Executive Committee and 

myself, week after week.

I hope you enjoy the letters, which appeared in a dozen 

languages every week, and that you fi nd useful ideas in 

the conversation. I know I did.

Jürgen Dormann

Chief Executive Offi cer, ABB Ltd

September 5, 2002 – December 31, 2004
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letter from jürgen dormann 
to all employees

September 5, 2002

I write to you after having assumed the operational leader-

ship of ABB.

My aim is to speed up the implementation of the Group’s 

strategy and with your help improve the operational perfor-

mance.

Over the years you have built excellent market positions, 

customer relationships and sales organizations. We need to 

capitalize fully on these strengths.

ABB will continue with its current strategy of concentrating 

on power and automation technologies. But let me stress 

the need for speed and a sense of urgency in implementing 

our strategy. This is vital to our future. 

Working together, we also need to revitalize the spirit of the 

Group at all levels. By raising performance, we will rebuild 

investors’ confi dence in ABB. 

I would like to thank Jörgen Centerman for his contributions 

to ABB and wish him all the best for the future.
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I am committed to transparency. Let me assure you that I 

will communicate on a regular basis with you in the coming 

weeks and months. 

As you know, I have been a member of the Board of Direc-

tors since 1998 and chairman since last November. My 

immediate priorities are to sit down with the divisional and 

group leadership, and map out our course of action. 

You will hear more from me next week. 
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speed and accountability – key objectives 
going forward

September 13, 2002

In his second letter to employees, the new presi-
dent and CEO, Jürgen Dormann, looks at key 
issues facing ABB employees in the near future. 
He also confi rms that the current structure will 
remain in place and expresses confi dence that 
ABB will meet its business targets. 

In the past week, I have been asked many questions about 

our company and our future. I would like to use this 

opportunity to outline to you my views of the way forward.

First let me say: we are defi nitely on the right track. There 

is no change in strategy and I do not intend to alter the cus-

tomer-centric organizational structure.

Continuity is crucial at this time. A great deal has already 

been achieved in refocusing ABB on its core businesses of 

power and automation technologies. We will continue to 

build on these achievements.

It is imperative that we speed up the implementation of 

the strategy. To do that we will ensure that responsibility for 

the day-to-day running of the business lies where the busi-

ness itself is conducted. As a result, accountability for both 

revenue generation and cost control will rest with front-line 

management, acting on the decisions that the Executive 

Committee and the divisional management teams have com-

mitted to.
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I see my role as empowering my colleagues in operational 

management, ensuring they translate the strategic frame-

work into operational measures, and are fully accountable 

for the delivery of both revenue growth and cost control. 

This is the way to create value for our customers, sharehold-

ers and for all of you in ABB. And implementation has to 

happen everywhere in the company.

To ensure speed of implementation, we will apply more rigor 

and discipline following up the measures we initiate. This 

has not always been the case in the past.

I have been asked questions this week about divestments. 

Our portfolio clearly needs streamlining and fi ne-tuning, 

and when I talk of “speed” I also mean quickening the pace 

of the already announced asset sales. But let me be clear: 

there are no plans to sell any entire division or large single 

unit, apart from Building Systems whose divestment, already 

announced, is scheduled for next year.

When the Executive Committee met last weekend, I told my 

colleagues that I am fully committed to leading ABB. I will 

keep my role as Supervisory Board chairman of Aventis, but 

ABB is my fi rst priority. I am reviewing other commitments 

outside the Group so I can devote myself to the task ahead, 

so we can build the future together.

I would like to reassure you that I am confi dent we will meet 

our business targets this year. That means an EBIT margin 

of between 4 and 5 percent, fl at revenues for 2002, improved 

cash fl ow from second-half operations and a reduction in 

our net debt of at least US$ 1.5 billion by the end of the year. 

My colleagues on the Executive Committee and I count on 

your support to make this happen.

Similarly, I remain committed to the 2005 targets for EBIT 

margin and revenue growth, which have already been stated.

As I said to you last week, I will keep you informed of our 

progress and my vision of the way forward.
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building on our strengths

September 20, 2002

Two of ABB’s enduring strengths are technology 
and the ability to innovate. 

These great assets are at the core of our customer rela-

tionships, and we should be proud of them. Another 

core strength is our marketing position globally. Despite the 

diffi culties in recent years, ABB still enjoys an excellent repu-

tation among customers and other decision-makers. 

As we build upon the achievements of our strategy – and our 

positions of strength – it is essential that everyone in ABB 

contributes to the change in attitudes we need, so that our 

organizational structures work as effectively as possible. In 

short, costs must come down, and operating margins must 

increase.

Internal obstacles to effi cient operation can be as simple as 

confusion over responsibility and accountability. The Execu-

tive Committee has made it a priority to identify and remove 

these obstacles. In this endeavor, the EC is working with 

senior managers from around the world to also ensure the 

speedy implementation of decisions that will make our orga-

nization more effective. 

I am grateful for the many responses to my fi rst letters. 

Some general themes have emerged, which I will address in 

the weeks and months ahead. Today, I will deal with ques-

tions relating to my remarks about moving the responsibility 

and accountability for revenue growth and cost control to 
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the areas where ABB’s business is conducted, and to mak-

ing sure our organization functions in a more decentralized 

manner.

Let me be clear: the divisions drive our business, and it is 

driven along global lines. Implementation happens locally, as 

managers at different levels translate our strategy into opera-

tional measures. For me, decentralized action means the 

effective and disciplined implementation of decisions made 

by operational management. 

With our divisions in the lead, we will also clearly defi ne the 

roles of other parts of the organization. The costs at head-

quarters must come down, determined by what services the 

businesses truly require. Any costs incurred outside of our 

businesses will obviously infl uence our margin. Therefore, 

those responsible for delivering revenues and profi ts must 

have a major say in the mandate of any supporting functions, 

and about other corporate cost elements.

Divestments are a frequently discussed subject. This week, 

we successfully concluded a “fi ne-tuning” asset disposal 

by agreeing to sell our global water and electricity meter-

ing business to Ruhrgas Industries for US$ 244 million. The 

metering business is based in Luton, U.K. It is part of the 

Automation Technology Products division, with about 3,800 

people in more than 30 countries.

This divestment is part of our strategy to focus on power and 

automation technology products for our utilities and indus-

try customers. The sale of our Building Systems business will 

follow, as communicated, in 2003. In the meantime, Building 

Systems remains an important part of ABB’s activities. 

It is important to underline that the divestment program 

is wholly directed at strengthening our core business. And 

although a crucial by-product of divestments is a reduction 

of debt, the route forward for ABB is not in deal making – 

selling or acquiring businesses. 
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We will move forward by implementing faster our strategy 

of focusing on our core business of power and automation 

technologies, and by steadily improving our operational 

performance. So, let’s continue to build on ABB’s strengths, 

together. Your personal contribution makes a real difference.
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our progress and priorities 

September 27, 2002

In his latest letter, CEO Jürgen Dormann responds 
to some of the concerns expressed by employees. 
There is great pride and resolve in ABB, he says, 
adding the responses to his letters so far are full of 
practical suggestions and constructive criticism.

A s I read the letters I have been receiving, my confi dence in 

ABB keeps growing. There is great pride in our company, 

and a great sense of resolve. The tone and content of the hun-

dreds of letters I have received strengthen my conviction that 

we will master and overcome the tough challenges facing us.

Your letters also bring fi ne ideas, along with open, construc-

tive criticism and practical suggestions on how to improve 

organizational and other matters. 

As I indicated last week, I will take up some of the general 

themes that emerge in your letters, and raise points that we in 

the Executive Committee see as priorities. 

Along with the pride and resolve, some letters express con-

cern – understandably so, since we have a number of issues to 

deal with. Let me address some of these concerns.

Our fi nancial position, about which much is written in the 

media, is a frequent topic. I can assure you that our balance 

sheet is being strengthened through the measures we have 

taken since March. We have reshaped our credits and length-

ened the maturity of our debt. Our fi nancial position is stable 

today, but it needs to be further strengthened.
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We have excellent specialists in the fi nancial area, even after 

the sale of parts of the Financial Services division, and they 

are taking every conceivable step to ensure that our fi nances 

are commensurate with our activities as a worldwide industrial 

group. 

One thing I must make clear. It is only through steady 

improvement in operational performance, and substantial low-

ering of costs throughout the organization, that we will reach 

the operating margins that the fi nancial markets expect. With 

that, ABB will fully regain the confi dence of the stock market. 

Working to regain the trust of investors is both a mid-term 

goal and a daily must. It is something we can all infl uence.

Most of our businesses are performing well compared to the 

competition. We gain market share and continue to build on 

our excellent customer relations. The reason why this has so 

far not had a full impact on the bottom line is simple. Our 

costs are too high. 

With this remark, I’m not signaling a big new job reduction 

program. But we simply have to fi nalize all productivity mea-

sures launched in mid-2001, pull together and continue to 

examine overhead costs in all parts of the Group, taking the 

steps needed to bring costs down further. Lower costs have an 

immediate positive effect on our results.

A second issue, which is much debated in ABB, is asbestos. 

Our standing in the stock market is closely tied to uncertainty 

around the asbestos issue, as well as to how the market per-

ceives our operational performance and fi nancial stability. 

Asbestos is not an issue that is limited to ABB and a few other 

companies. It is a widespread problem. Today, there seems to 

be an increasing understanding in the US of the implications 

of asbestos exposure for business and the US economy.

We welcome the moves in Washington aimed at fi nding a fair 

solution through legislative changes that would channel com-

pensation to those who really are sick.
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In the meantime, we are not changing the way we deal with 

the issue. Our US subsidiary, Combustion Engineering, has an 

expert team working to identify and quickly settle valid claims, 

and they dispute claims that appear to be baseless.

There is no magic solution to the asbestos problem. I’ve been 

asked if asbestos claims could bankrupt ABB. My answer is 

“certainly not.” ABB has managed this issue since 1990, when 

Combustion Engineering was acquired. Costs have risen in 

recent years, but remain manageable despite all you read in 

the media. 

On the subject of strategy, some of you have challenged me 

to defi ne “power and automation technologies for utility and 

industry customers.” With the divestment of our metering 

business, I was asked if metering isn’t both a power and auto-

mation technology. 

The answer is metering was not identifi ed as a focus area 

within ABB, but will now fi nd a good home with a market 

leader aiming to invest in its growth. Our strategy is to focus 

on and grow our core business of power and automation tech-

nologies

Similar questions come from Building Systems employees, 

who point out that Building Systems installs many ABB prod-

ucts. Yes, it is a channel to market for us, but we have decided 

not to own this channel. Instead we are looking for new own-

ers whose core business is building systems. 

Progress has already been made in an area of high priority – 

pushing accountability and responsibility for cost control to 

those in the front line of our business who are responsible for 

volume and revenue growth. 

We will be announcing performance improvement measures 

via our operational management and directly on inside.abb.

com in the days ahead. As always, your personal contribution 

is key.
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our business successes and challenges

October 4, 2004

In his latest weekly letter to employees, CEO Jür-
gen Dormann puts the downgrade announced this 
week by a credit rating agency into perspective, 
and contrasts it with some of the front-line suc-
cesses announced by ABB in the past few days.

Thank you again for your letters. I want to assure you 

that I read each and every one. You will, I hope, under-

stand that I can’t respond to them individually. But they 

give me great insights into how you view ABB’s issues, our 

opportunities and challenges, and the shortcomings in our 

organization. I will, as I have said before, continue to take up 

the general themes that emerge in your correspondence in 

these weekly letters.

We are in stormy waters. Deep and fast cost cuts are the only 

way to improve our operating margins in the short term. 

The program of action I wrote about recently has now been 

elaborated, and local actions will be communicated. We 

count on your support to reduce costs in the short term. In 

the mid term, we will simplify the organization and the way 

we work, in order to build a lower cost base going forward. 

And we will speed up implementation of the strategy.

Today, I would like to put some external news into perspec-

tive. One of the rating agencies that examine companies’ 

credit-worthiness, Standard & Poors, lowered ABB’s rating 

by one notch this week. That, and ongoing media reports on 
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a U.S. trial dealing with asbestos claims, depressed the share 

price further. 

You should know the S&P rating change has no impact on 

our fi nancial stability or ability to operate and conduct busi-

ness. This is fully safeguarded by actions taken since March. 

The downgrade was no surprise, given current market con-

ditions. But it underlines the extreme urgency of quickly 

improving our operating margins and cash fl ow, so that we 

can regain the confi dence of the markets.

As so often, news from the front-line is good. That’s where 

you and your colleagues connect our leading technologies 

and market know-how with our customers’ needs. 

We won a big order in India to design and install a new 

HVDC power transmission system, the fi rst such order won 

in India since 1993. Some equipment will be built in India, 

including transformers from an upgraded factory, and some 

in Sweden. Beating Siemens, who teamed up with an Indian 

former ABB partner, and Alstom, is a fi ne achievement.

In China, we have celebrated the tenth anniversary of the 

fi rst joint venture between ABB and a Chinese partner – with 

ABB Xiamen Switchgear. A signifi cant milestone in a highly 

signifi cant market!

Our R&D management reports that at Volvo in Olofström in 

Sweden, our new wireless robots run around the clock to 

the customer’s satisfaction, helping to produce the bodies of 

the new Volvo XC90. The wireless robot is a real innovation 

and success.

European Union statistics show that ABB electrical motors 

lead the top two classes of motor effi ciency. It is great to see 

how performance – which is what customers want – and 

sustainability make a truly winning combination. It has led to 

us to decide to stop producing motors in the least effi cient 

class 3.
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In the Industries division, we now have 118 projects using 

Industrial IT architecture, with customers in the cement, 

chemicals, consumer, metals, mining, paper, petroleum 

and pharmaceutical sectors around the world. These proj-

ects represent more than 500 Control IT controllers, more 

than 700 Operate IT process portals, more than 200,000 I/O 

points and more than US$ 100 million in contracts.

These are stories that show the result of innovation and cus-

tomer focus, as well as leadership. 

To build on the close links among our operational lead-

ers, the EC went to Mannheim for a full-day meeting with 

the team running our German operations. We will have a 

similar meeting with our colleagues in the U.S. next month. 

Personally, I will also visit the ABB management teams in 

Switzerland and Sweden, and later other countries.

We of course have thousands of leaders in ABB. Our whole 

organization depends on them to maintain a steady course. 

To ensure that we can groom leaders for future top posi-

tions, we appointed a new head of Human Resources to 

replace Arne Olsson, who will retire after a fi ne, 36-year 

career with Asea and ABB. Gary Steel, who is currently with 

Shell, is joining us and our Executive Committee. He brings 

broad experience from a global group and a fresh perspec-

tive.

In order to speed up our recovery, our management teams 

need the support of all of you. We want to fully leverage 

our technology and market leadership, and turn it into sus-

tainable growth. We will do that. But fi rst, we must fi x our 

operating margins and cash fl ow. I keep returning to this 

challenge – because I want to ensure that you all understand 

that we are all able to contribute to this goal.

As a team, we must nurture loyalty and build more trust. 

Despite the terrifi c spirit I encounter in ABB, I sense some 

stress. This may be the result of a lack of trust, or because 
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of too many changes in recent years, or it may come from a 

feeling that one thing is said and another done. 

There is no fast solution. Making the organization simpler 

is one remedy, and is crucial. But that is not enough. Trust 

is eroded when there are endless internal tugs-of-war. Let’s 

eliminate the reasons for these debates, and create healthy 

internal competition. Competition for more responsibility, 

not more turf; for more opportunity, not bigger teams; for 

more real results, not a bigger share of an internal cake.

With loyalty comes discipline. The more discipline people 

feel, the less rules we need. The less rules, the less bureau-

cracy. To make this shift, we need leadership and trust at all 

levels, so we can create greater passion for execution and 

delivery.

All this comes back to operational performance, with clear, 

defi ned, verifi able actions. Our next phase is a journey of 

many small steps. I look forward to this journey, and to tak-

ing each step of the way with you.
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clear, concise and direct communications

October 11, 2004

In his latest letter to employees, CEO Jürgen Dor-
mann emphasizes the need for clear, concise and 
direct communications. We should stop present-
ing to each other, rather discuss, analyze and fi nd 
solutions, he says.

Today I’d like to share with you some refl ections of a 

newcomer into the operational management culture of 

ABB. The newcomer is me, of course. 

I have already told you – and that impression is reconfi rmed 

daily – how strongly I have been struck by the determina-

tion, pride and fi ghting spirit of people in ABB. 

My refl ections today are aimed at stimulating refl ection. I’d 

like you, the managers and employees who make this com-

pany run, to stop and think about what may seem a small 

matter – but one which in my view says a lot about ABB and 

our culture.

Last week, I wrote about trust and leadership – about saying 

what we mean and meaning what we say, about showing as 

leaders that decisions are taken on merit, with the Group 

interests put fi rst, and our own unit’s second.

Now, nearly every time I have asked for information in the 

past month, I have received a sizeable PowerPoint fi le. Is this 

the corporate language? I thought it was English.

I know we need presentation materials, and we need 

presentation skills. But consider this: somewhere among 
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the dazzling presentation techniques, which ABB people 

steeped in a good engineering culture, have mastered, I 

sense a creeping loss of substance. 

I don’t want to be sold to when we are discussing real-life 

business issues within the company – I want facts, views, 

arguments, context. I don’t want self-promotion, I want 

someone to lay out the issues at hand so we can examine 

them and fi nd solutions.

You may feel it is frivolous to talk about such matters. I don’t 

think so – the constructive search for solutions starts with 

setting the right expectation levels. And if what I see is typi-

cal, which I’m fairly sure it is, how much time is spent – and 

lost – in our company as we spin stories to each other across 

the world?

I know one thing for sure. The world around us, our cus-

tomers, the families of our employees, the media and the 

fi nancial markets, have limited interest in us spinning a story. 

They don’t want to be sold a story. They want to understand 

what our situation is, what we are doing about it, and when 

we will deliver what results and implement what actions. A 

plan of action, explained in clear and simple terms. 

This starts with removing all the fanciful trappings. These 

can be virtual-physical trappings – the PowerPoint effects. Or 

it can be those too-familiar lists of excuses, exceptional items 

that we are invited to ignore when we review ABB problems.

I know this may sound harsh. So, let me summarize what I 

mean in a positive way:

■ Let’s start exchanging information instead of just pre-

senting to each other.

■ Let’s concentrate on facts – both hard and soft – 

and analyze their context.

■ Let’s share, understand, discuss, weigh options and 

decide. 



24

■ Let’s stop boiling down complex managerial reality to 

charts, which few understand. 

■ Let’s cultivate the art of concise memos, with com-

plete sentences. 

■ Let’s listen to each other and practice assuming each 

other’s points of view.

I’m not saying we should ban PowerPoint slides and stop 

presenting to each other. I’m saying, let’s minimize it. Let’s 

build a culture of analysis, dialogue, decision-making and dis-

ciplined action. Not my plans against your plans. Our plans.

Cultures don’t change easily. I’ll do my best to set an exam-

ple. I never use PowerPoint unless it is absolutely necessary. 

In my experience it very rarely is. 

Instead I write down what I want to say, and, in doing so, dis-

cover small inconsistencies or get new ideas and insights, as 

the thoughts become words and sentences.

I’m sure I’ll be seeing some of my words on PowerPoint 

slides soon. OK, as long as they help us increase the oper-

ating margins and the cash fl ow. Otherwise, where’s the 

Power? And what’s the Point?

Thanks for all your letters. Next week, I’ll take up some of 

the themes you have raised, and report on a meeting I’m 

having today with the ABB European Works Council, with 

employee representatives from our Europe operations.
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culture change – how you can make a 
difference

October 18, 2004

In this week’s letter to employees, chairman and 
CEO Jürgen Dormann makes the case for a cul-
ture change in ABB. Strategy and structure have 
still not been connected with a real culture change 
in the Group, he says.

Thank you for the many positive responses to my letter of 

last week. I will state once again – I read every single let-

ter even though I can only respond by taking up the themes 

that dominate your most welcome correspondence.

As with the earlier letters, you clearly saw the message. It 

was not just about PowerPoint. I wanted to convey how only 

concise, open communications can forge strong bonds. And 

how, therefore, we should stop “selling” to each other. Talk 

and listen to build true mutual trust, the mother lode of an 

inclusive leadership culture.

Companies are managed. But they can be managed only if 

we remember that companies are made up of people, and 

that people in a group of any size want to be led. Good 

leaders keep open minds as they identify issues, encourage 

input, listen, argue the best way forward, agree clear actions 

and ensure execution.

I’m pleased at the wide recognition that these leadership 

skills must be reinstated in ABB. Candid communication and 

open minds will allow us to address our very serious, urgent 

issues. So break with ingrained habits. Release energy by 
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challenging the way things are done around here. That’s the 

beginning of true, sustained culture change!

This shift is the key to gaining real benefi t from the cus-

tomer-centric approach. How do we drop “feudal” habits? 

How do we put customers’ interests fi rst, the interests of 

ABB Group second and our own unit third – and why has 

this familiar refrain fi rst heard in 1988 not yet become real-

ity? The answer is simple, and revealing. People will have to 

match prevailing performance and incentive criteria, espe-

cially if these refl ect the old “way we do things around here”.

In the EC, we are now tackling these issues urgently. Some 

measures are simply practical. Compensation systems must 

refl ect real accountability. How? Defi ne responsibilities, 

measure and recognize results in ways that also foster com-

mitment to the whole ABB Group.

This is a key priority for Gary Steel, who joins us – bringing 

broad experience in leadership development – as Group HR 

head and EC member on January 1, 2003. 

When I talk to people I meet in ABB, and when I read your 

letters, I sense a great willingness to assume responsibility – 

and take on leadership. 

At the same time, many ABB people are frustrated by our 

complex structures, the lack of clear rules – and quite frankly 

a lack of consistency, discipline and execution. This is bad 

news for top management. What does it say about our ability 

to lead and to listen? Are we on the EC setting an example by 

acting as One Team?

We are listening. A couple of weeks back, we communicated 

coming organizational modifi cations. These are aimed at 

building simpler structures and a lower cost base. But they 

also address the critical issues I just outlined. Task forces are 

at work. Implementation will follow. 

Changing strategy and organizational structures without 

compelling and empowering people to collaborate better 
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in the new structure causes resistance to change. We have a 

gap here. Even more damaging is to demand new attitudes 

without clearly driving a change in the culture. The result is 

paralysis. 

Unless cultural change is grounded in hard strategic and 

structural change, it has no credibility. We have a good 

strategy in ABB, we have a good idea of how to make the 

organizational structure customer-centric, but we still have 

not connected strategy and structure with real culture 

change that everyone in ABB can feel and live. 

Your support is key! The new organizational streamlining 

and savings measures are only the fi rst step on the road to a 

better culture. Only you can ensure that the ABB culture – 

the way we do things around here – changes for the better.

Last week, we met the ABB European Works Council, which 

represents employees in Europe, to share information and 

respond to concerns. Their concerns were the same as yours 

and mine. They asked how we can quickly improve our oper-

ating margins, to save jobs and safeguard ABB’s future as an 

independent, strong leader.

I shared my views with them: costs must come down, pro-

ductivity must go up, our margins and cash fl ow must be 

increased. The economic outlook is uncertain, with Euro-

pean industrial output down to 1994 levels. We can’t expect 

much help from the market. That’s why we focus on fast and 

deep cost cuts. This was the other part of the communica-

tion I sent out to management a few weeks ago. 

As a CEO, I don’t like to freeze wages, because it means risk-

ing losing good people. But today we have no choice. I don’t 

enjoy implementing austerity programs, but we simply have 

no choice. It is a matter of survival.

I count on everyone in a management position in ABB to set 

an example and ensure that we get agreed savings. I count 

on all of you to contribute in every way you can. Here, the 
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challenges of leadership meet the opportunities of assuming 

responsibility.

The cost cuts and simplifi cation of structures of course 

address the big ABB culture issue – everyone is responsible 

for the success of the whole group and contributes to it. 

Some units perform better than others, but as long as the 

group performance is low, we are all under-performing. 

That’s reality. Simpler structures, a lower cost base and bet-

ter compensation systems will help, but in the end people 

make the difference.

So take and share responsibility. Be aware that responsibil-

ity and power go hand in hand – the power to infl uence, 

motivate, execute and deliver. The power to change. That 

power is in our hands – yours and mine. Let us use it. Let us 

act now.

I look forward to your views.
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after a turbulent week, it’s time 
to move ahead

October 25, 2002

In his weekly letter to employees, chairman and 
CEO Jürgen Dormann reviews a turbulent week, 
and the reasons behind the group’s latest reorga-
nization. It is a time, he says, to roll up our sleeves, 
and for managers to show they can produce 
results.

Thanks again for your many letters. I truly appreciate 

your support, your criticism, your analysis of ABB’s situ-

ation and your many creative and thoughtful ideas about 

how to go forward to create a stronger, more focused and 

competitive company.

I want to repeat, because this has come up in some let-

ters, that I read every letter personally. I treat your letters 

as private correspondence. I may share your thoughts with 

colleagues here, but with all respect for privacy and personal 

confi dentiality that you have the right to expect.

It was a turbulent week. After our announcements on Mon-

day about the revised outlook and our new approach on 

how to deal with the asbestos issue, the markets reacted 

violently. 

Many of the issues that were raised have been dealt with 

through our communications yesterday. We surprised the 

markets on Monday, and that is never good. I take responsi-

bility for that.
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When I took over as CEO after Jörgen Centerman’s resig-

nation, I asked the executive team if we would achieve our 

2002 targets. The consensus was: if we got the expected 

upturn in September and the fourth quarter, and the fore-

cast savings of the restructuring program launched mid-

2001 – yes, we could.

But September did not bless us with an upturn. We know 

now that we can’t expect any boost from the markets this 

year – and probably not until late 2003. The cost benefi ts of 

the 2001 program also proved to be delayed. So, after analyz-

ing the situation last week, we informed the markets. Should 

I have been more skeptical? In retrospect, I probably should.

The most important news is that we are now fully focusing 

on our core businesses. Get ABB back to the roots, back to 

power and automation technologies for utility and industry 

customers. Combining our core businesses into two divi-

sions will also simplify our organization, reduce internal 

friction and overlaps, and allow us all to focus on our cus-

tomers’ needs. 

With Peter Smits and Dinesh Paliwal, we have two doers at 

the top. They have steadily improved their businesses’ per-

formance under diffi cult circumstances. 

To overcome some of the cultural legacy issues, we will now 

make Group Representatives in the large countries part of 

the divisional management teams, to create inclusive and 

cohesive units. Each Group Representative will run one 

division in his – today they are still all men – country. No 

fi efdoms – teams. No more “my country” and “your BA” – it’s 

“our ABB.”

The benefi ts of the US$ 500 million restructuring program 

launched in 2001 are delayed by three to six months, frankly 

due to a lack of forceful execution. Our competitiveness 

must be restored quickly, as the numbers show. 
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So, the Board of Directors decided on Wednesday to launch 

a further cost savings program. We will cut 4 percent of 

revenues – an additional US$ 800 million – over the next 18 

months. Simpler structures, improved supply management, 

process improvements and productivity gains will bring 

some of these savings, but jobs will also have to be cut.

We have just started this program, so I can’t put a fi gure 

on the number of jobs yet. As soon as we have reviews and 

plans in place, we will inform you locally. I have promised 

the fi nancial markets that we will have more information 

when we hold an Analysts’ Day on November 8. You will 

receive that information, too.

You will also have seen that the Oil, Gas and Petrochemicals 

division will be divested. I said in early September that we 

had no plans to sell whole divisions or large units. Why did I 

change my mind?

It goes back to strategy, the need for urgent action and to 

my review of our performance in the worsening general 

economic climate. OGP has always been a separate business 

in ABB. It has few real synergies with our core businesses in 

power and automation. That gives us the strategic dimen-

sion – focusing ABB on its core businesses means divesting 

the non-core.

Add to that the fi nancial dimension. Today, we simply do not 

have the fi nancial or managerial resources to develop OGP 

as it deserves. So we have decided to look for a better home 

with a new owner. And, the divestment of OGP will bring in 

welcome cash to ABB.

OGP has great technologies, great people and market posi-

tions, and as we told its customers – we will make sure the 

division delivers on its commitments going forward. 

You will also have read about the asbestos issue, and the 

concerns that ABB may be damaged beyond repair. That is 

not so. As you know, we have over the years carefully moni-
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tored the asbestos exposure of our subsidiary Combustion 

Engineering (CE). In doing this we have been able to review 

the reserves set aside for payment of claims. 

Looking at the most recent developments, for the fi rst time 

it became likely that the expected asbestos-related costs of 

CE will exceed the value of CE’s assets, if CE were to con-

tinue its historical settlement policy. 

We had to act. We decided to consider various options in 

order to ring-fence the problem. As we said on Monday, one 

option is to reorganize CE under Chapter 11 of the US Bank-

ruptcy code. We are advanced in this process. 

We are of the fi rm opinion that asbestos-related claims only 

can be asserted against our subsidiary Combustion Engineer-

ing. Court rulings in the United States – and this is purely 

a U.S. problem – have recently confi rmed this opinion. No 

court has found that any other entity within the ABB group 

has liability from claims against CE.

We will keep you informed of developments on the asbestos 

issue. This issue is managed by real experts, and has been 

since we bought CE in 1990, so that you and I can focus on 

serving our customers. 

The communications yesterday demonstrates my commit-

ment to decisive action, and to plain speaking. Both are key 

in business. 

Hoping that things will get better doesn’t work. And trying 

to be nice – a laudable human quality – is not helpful in the 

competitive world of business, and certainly totally out of 

place when survival is at stake.

I look forward to working with you to make things happen 

in ABB, so that we together carefully nurture a new culture 

of accountability. With this, I come to the underlying mes-

sage in today’s letter. This is a message about how important 

it is to have leaders at all levels in ABB who are doers. It is 

about making sure that we give people the chance – and the 
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obligation – to show they can deliver before we move them 

into new jobs.

Several letters from you have taken up this issue. Being 

hands-on is a forgotten art in many corners of ABB. Con-

cepts are developed, models produced, projects launched 

– and never followed up or completed. People get moved on 

in 18-month cycles, before we can see how well they have 

executed what they started. We must change this. Managers 

must roll up their sleeves, and keep their responsibilities 

until results are clearly seen. 

So, let’s accept the current turbulence as a challenge. As I 

have said before, your letters and the meetings I have had 

with customers and ABB managers, and my encounters with 

ABB people as I travel, give me great confi dence. You are a 

fantastic fi ghting force. We have leading technologies, great 

market positions, a large installed base and loyal custom-

ers around the world. Now let’s show the doubters that we 

have the energy and stamina to restore the competitiveness 

of ABB to – at least – the level of our main competitors. 

Together.
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we will weather the storm

November 1, 2002

In his latest letter to employees, chairman and 
CEO Jürgen Dormann says there is often a con-
siderable gap between the way ABB is portrayed 
in the media and the reality of the company’s 
position and prospects. Closing this gap will be 
hard work, step by step, he says.

Last week, we announced our third quarter results and 

the measures we are taking to simplify the organization, 

cut costs and focus on the core businesses. At the same time, 

in many countries the media visited our local operations. 

It was interesting to see the contrast between the near-hys-

teria in some media and the confi dent and future-oriented 

comments made by our own people. In Switzerland, Fin-

land, Sweden and the U.K. – and elsewhere – our colleagues 

talked to journalists about how our factories continue to 

produce leading technology products. Business goes on.

The message of confi dence is also evident in your many let-

ters. One colleague who bought ABB shares last week said 

his broker had asked him if he had lost his mind – or if he 

had “insider information”. He said he had the best kind of 

“insider information”: he felt a new fi ghting spirit in ABB, a 

re-ignition of energy. 

His message, too, was one of belief in the future, a great 

contrast to the gloom seen in the media. It just goes to show 

that today’s headlines are not tomorrow’s reality; if anything, 
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they refl ect yesterday’s shortcomings. We look ahead, into 

our future.

Why am I so confi dent? Simple. I believe we will make a suc-

cess of ABB again. We have great technologies and market 

positions. We have a clear road map ahead, and a fi ne world-

wide team. But let’s be realistic. It’ll take hard work, step by 

step. 

Today, we see some nervousness among our business part-

ners. The downgrade by Moody’s yesterday heightens it. 

Moody’s is one of the ratings agencies that assess the cred-

itworthiness of large companies. Despite the downgrade, 

caused by our poor Q3 results, we will not change our 

course. We know what needs to be done, and we will do it, 

together. True, the downgrade will increase our cost of bor-

rowing, but we have solid plans to improve ABB’s fi nancial 

health.

I ask you to reassure your colleagues, our customers and 

your suppliers, and your own families, that we will make it 

through this season of very rough weather. Don’t listen to 

rumors, and don’t spread them. Check them with our com-

munications people. They will help us handle this.

Let me fi nish today by giving just one example of ABB 

customer successes. We have received the Top Supplier Per-

formance Award from our Group Strategic Account Bechtel, 

one of the world’s leading EPC (engineering procurement 

construction) fi rms. 

At a Bechtel conference, ABB was awarded Bechtel’s award 

for our High Current Systems (HCS). This shows how great 

customer service, schedule and quality have made ABB the 

number one supplier of generator circuit breakers in the 

world. 

So let’s tell our business partners this:

One: we will fi nd a solution to the asbestos problem in Com-

bustion Engineering, as we have said. 
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Two: our strategic divestment plans will go ahead, providing 

further means to put our fi nances on a more sound and bal-

anced footing. 

Three: we have constructive relationships and ongoing nor-

mal talks with our banks.

Four: we will continue to be a solid partner to our customers 

and suppliers. 

There is no reason to believe in doomsday scenarios. We will 

show them what ABB is made of. I count on you, and you 

can count on me and our leadership teams.
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our route to recovery

November 8, 2002

In this week’s letter to ABB staff, chairman and 
CEO Jürgen Dormann looks back at a week 
marked by key meetings and decisions, and looks 
ahead to projected improvements and the impact 
of changes in the company’s structure.

A week can be a long time in business. This week, we in 

ABB passed some important milestones on our route to 

recovery. And we all need to focus on the recovery. I count 

on all of you to help strengthen the business – serving our 

customers, taking costs out, meeting our targets and commit-

ments.

The fi rst milestone: we announced encouraging news last 

Friday on Combustion Engineering’s asbestos liability. We are 

confi dent that Chapter 11 can provide fi nal closure to the 

asbestos problem for CE, and all ABB affi liates, including ABB 

Ltd. We’re on the right path to a fair solution. It will take some 

time, but we’ll get there.

On Tuesday, the new global management team met for the 

fi rst time – the Executive Committee, the Business Area 

Managers, the Country Managers, with the heads of global 

functions. We are all fully committed to leaving entrenched 

behavior behind us. And I will make sure that we track imple-

mentation of our strategy and the cost-saving program with 

real vigor and discipline.

As we ended our meeting, having shared the charts for our 

onward course, we got news from Brussels. Good news. The 
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European Commission had approved our sale of Structured 

Finance to General Electric. Another important milestone.

But the week was not over yet. On Wednesday, we were able 

to announce new management structures, keenly awaited. I’ll 

come back to that later.

Today, we have informed fi nancial analysts and the media – 

and you – about our targets for this year and the years until 

2005, for the Group and the core divisions. A lot of hard work 

will be needed to achieve these targets.

Why do I say this? The general economic conditions, and by 

this I mean general market-led demand, will not help us much 

in the next year to 18 months. The capital goods sector, our 

sector, is facing challenges. ABB is no exception. We depend 

on the investment patterns in utilities and industries. 

Industrial output is down today to the levels of 1994. We saw 

brief glimpses of an upturn earlier in the year. No more. If in 

addition U.S. consumer spending now slows, as some studies 

suggest, we could even see a real recession. I’d be delighted 

if I’m wrong. But let’s count on diffi cult economic conditions, 

and act accordingly. 

Peter Smits and Dinesh Paliwal have committed to forceful 

actions to lower costs and increase margins in the divisions, as 

well as to grow their businesses profi tably. Their actions will 

form part of an 18-month program we call Step Change. 

Step Change is more than cost-cutting – even though its 

primary goal is to secure that we lower the cost base by 4 per-

cent of today’s revenues from January 1, 2003 to the middle of 

2004. 

With Step Change, we will improve our business excellence 

and drive change management – including the culture change 

I have been writing about since I took over as CEO 51 days 

ago. Step Change comes on top of the US$ 500 million cost 

saving program started in 2001. 
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The question I hear today is – how many jobs will go now? My 

answer is – we can’t say precisely yet. I will not give a precise 

fi gure today. It would not be serious. We are just beginning to 

defi ne the actions we need to take with our Country Manag-

ers. Our businesses are local, and implementation is local. 

That’s why we need both the top-down target of 4 percent of 

revenues and the bottom-up actions to meet that goal.

Making these changes happen involves tough decisions. I 

know from your many letters there is general understanding 

that action has to be taken in order to see ABB back to health. 

Experience tells us that in programs to lower the cost base 

around two thirds come from job reductions. I estimate that 

in order to restore ABB’s fi nancial health, we will need to 

reduce more than 10,000 jobs. 

My personal estimate is lower than many “expert” opinions. 

The number of job losses may be lower than the “experts” 

expect because we are streamlining managerial structures, by 

combining four divisions to two, all around the world.

The Step Change Task Force, led by Gary Steel and including 

Peter Voser, Dinesh Paliwal and Peter Smits and key Country 

Managers, are working out the details. 

Going forward, ABB is a global company with two global divi-

sions. Measuring results locally, as well as globally, is important 

– but as a global group we can’t take actions only from a local 

perspective. I know you understand the logic.

R&D, production, sales, customers and markets are global. So 

is our business. Our needs are the needs of the global busi-

ness. That is the boat we are all in. 

And unless we act now, and fast – we may jeopardize a great 

company, with leading technologies and great market posi-

tions. The best thing you can do is focus on the business 

– sell, save, help make the margins, help take actions to 

improve cash fl ow.
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Once the Country Managers and the Task Force have mapped 

out the plans in detail, we will let you know locally. Today, I 

am giving you an update, as I promised after our third quarter 

announcement.

You will see strong continuity among the changes. We are 

sticking to our strategy. We are building on our leading posi-

tions in power and automation technologies for utility and 

industry customers. There is no change to our core objective 

– meeting our customers’ needs. With a stronger focus, a 

greater emphasis on delivery, more accountability and a more 

cohesive global team.

On fi nancing, our priorities are to increase cash fl ow, ensure 

fi nancial fl exibility and strengthen the balance sheet by reduc-

ing leverage and increasing the equity base through earnings. 

Ultimately, we want to restore our credit rating, and increase 

our market capitalization. 

Our sector is going through consolidation, and we must 

be able to take an active part in this. I sometimes get asked 

whether we are considering a rights issue. The answer I give, 

based on current assumptions, is no.

Underlying our targets is the creation of the right structural 

base conditions, for restoring profi tability, for changing the 

culture – all with the aim of re-establishing confi dence in ABB.

What concrete actions are we taking? Let me summarize them.

We are creating an organization that incorporates key ABB 

countries and regions on the global teams. A working group 

consisting of the Executive Committee when I took over and 

several senior Country Managers developed the outline of this 

new organization.

The aim is simplicity, and cohesive action instead of compet-

ing agendas. Out of four divisions in our core business we 

have created two, Power Technologies and Automation Tech-

nologies. 
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We have reduced the number of business areas from 18 to 12, 

six in each division. In the global management teams at divi-

sion and business area level, we include Country Managers or 

Local Division Managers, from the main regions and countries. 

As a rule, Country Managers run one division in the country 

with full bottom-line responsibility. 

Don’t think we’re returning to the turf fi ghts of the past. 

We’re getting every leader in ABB onboard. 

The new structures in the countries will refl ect this slimmer 

organization. 

Our cohesive, simpler structures are not new in the world 

of global business, but we know this will mean a change in 

ABB culture. Working in global teams, measured on the same 

results, will help bring our people together, and create a cli-

mate of trust.

I do what I have always done. I take my message straight to 

the fi eld. So far, I have held meetings with the executive teams 

and employees in Switzerland, Germany, the U.S. and the U.K. 

and I will continue. 

Looking ahead, we will continue to invest in our technological 

leadership. It may be tempting to cut research and develop-

ment spending in harsh times. But I will not jeopardize ABB’s 

ability to innovate. This will not happen.

This is the time to act – full speed ahead. Our fl otilla of small 

boats, which has been scattered in bad weather, will become 

two strong super tankers, moving on a steady, parallel course. 

We have a good crew on deck, and below deck. If we econo-

mize with our fuel and supplies, we will reach our destination 

– for the benefi t of our company, our customers and the com-

munities where we operate. 

We know what to do. Let’s do it. Let’s look forward, work 

together and make sure every week is a good week from 

now on. 
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the step change program – what it means 
for us all

November 15, 2002

In his weekly letter to ABB employees, chairman 
and CEO Jürgen Dormann outlines the ideas 
behind the recently announced Step Change pro-
gram, which is due to start next January. And he 
takes a look at some of the success stories which 
demonstrate the benefits of a highly focused 
approach to serving accounts.

Thanks for your letters. Thanks for your questions, criti-

cism and support. Thanks for your openness. Dialogue 

at all levels saves precious time. I trust that you raise your 

issues just as openly in your own units, without fear or favor. 

And that, once question marks have been removed and deci-

sions are made, that you help make them stick. 

Today, I’d like to explain in some more detail what we want 

to achieve with Step Change, and share with you how we will 

drive our strategy process.

As I have said before, most people in ABB fully understand 

that we need to act. Your letters are full of examples of why 

we must lower the cost base, slim down bloated structures, 

and break old habits. You know we need a Step Change, 

a change of pace and attitude, getting into higher gear by 

removing our internal obstacles to success.

This will allow us to focus on how to best serve customers, 

and fi ght competition in the markets. In the markets: that’s 

where our future is. Everything we now do to change ABB, 
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rapidly – and in a cultural sense, radically – is geared towards 

making us more competitive. Today we are not competitive 

as a group because after 15 years of growth through acquisi-

tions our costs are too high, and our portfolio of businesses 

too broad.

Why is ABB’s performance worse than the competition’s? 

Putting asbestos aside for a moment – this issue only legal 

experts can solve, given the right support from the Executive 

Committee – how can you contribute to saving our com-

pany? And what role will the Step Change program play, and 

how will it affect you? Should you expect dramatic change?

First, there is no way to cut costs – especially when they are 

so clearly related to an overly complicated organization with 

so much built-in need for internal negotiations – without 

cutting jobs. The ABB employees and their union represen-

tatives I talk to understand this. Managers, even those who 

will have to seek a job elsewhere, also understand.

I understand that some of you are worried. Uncertainty is 

hard. We’re making the action-defi nition process as short 

as we can. And we will keep you informed every step of the 

way. 

Step Change will fi rst of all lower our costs, by around 

US$ 800 million over an 18-month period, of 4 percent of 

revenues. As I said last week, I believe we will reduce our 

workforce by more than 10,000 people. It could be 9,000. It 

could be 12,000 – but certainly not 20,000 or more, as some 

have speculated. Is this dramatic? Yes, it may seem so. But it 

is necessary for the survival of ABB.

The project group with Country Managers, the Business Area 

controllers and other specialists are mapping where action 

will be taken. This is hands-on management, in dialogue with 

our leaders around the world. It will be done by the end of 

the year.
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Second, just as important, listen to Gary Steel, who leads 

the project. He says this: “A major and increasing part of the 

actions in Step Change over the 18-month period will be 

aimed at achieving organizational and cultural change. How 

people do things. That’s my experience from Shell, and that 

is my task in ABB. If all we do with Step Change is take out 

US$ 800 million, and nothing else changes in ABB, we’ve 

totally failed. In the meantime, let’s just get on with our daily 

work.”

Gary is right. We all know that change is never the work of 

one person or a small team, never mind how qualifi ed, well-

intentioned and well-resourced. We will all be part of the 

organizational and cultural change, and there are leadership 

roles in every team, no matter how small. 

A further major action in the coming period is my job, with 

Peter Voser. I’m talking about the divestments of Oil, Gas and 

Petrochemicals and Building Systems. The decisions to divest 

these businesses are strategic. The proceeds that will result 

are key ingredients in the plan to stabilize our fi nancial situ-

ation. Peter and his team have this plan well in hand, and are 

progressing as scheduled. They are doing an impressive job.

In parallel to the large strategic divestments, Peter Smits, 

Dinesh Paliwal and their Business Area heads will go through 

their divisions, BA by BA, to see which BAs have room for 

improvement. Smaller portfolio adjustments are probable. 

We must do what we can to strengthen the core businesses 

and make them more competitive. These are strategic deci-

sions, and action will follow fast.

One thing to remember is that business, like life itself, is never 

all-or-nothing. When ABB sells a business, enters it into a joint 

venture or merges it with another company, jobs don’t neces-

sarily get lost. Our people get a new employer, who wants our 

activities in order to strengthen his core business. 

Now, let’s look at some of the many, many good success 

examples we have in ABB. We can all learn from them, and 
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see how we must act to make the most of our core busi-

nesses.

In two years, BA manager Martinus Brandal and his team 

took the gross margin of the marine business from 0 percent 

to 7 percent by selling small, cash-burning activities and 

focusing on the profi table areas.

The account team serving Hagemeyer, a European busi-

ness-to-business wholesaler, multiplied the sales volume and 

achieved double-digit growth in profi tability – all in a short 

period of time. Likewise, the account team serving Norsk 

Hydro has grown the business profi tably. Ford this week 

awarded ABB the highest honor as best service provider 

of the year. How were these successes achieved? With a 

focused approach to serving the accounts.

BA manager Guido Traversa and his team secured profi table 

growth with the focused factory approach, adding speed 

along the whole value chain. In only 18 months, the number 

of medium-voltage products went from 150 to 88, and manu-

facturing sites from 57 to 37. At the same time, the team grew 

the order intake, reached a double-digit EBIT margin, and 

secured cash fl ow in excess of total EBIT.

In Ludvika, Jens Birgersson and his team turned the high-

voltage breaker factory into a focused factory, putting all 

high-voltage breakers on a common platform, with ensuing 

economies of scale and added speed. In the last 12 months, 

Jens, who recently succeeded Josef Duerr as leader of the 

High-Voltage Products BA, and his team increased revenues 

by 25 percent and doubled the EBIT margin, with cash fl ow 

on EBIT level. 

As these examples show, running a company is always a team 

effort, and all effective teams need good leaders. I will come 

back with more examples in my weekly letters.

Now, to conclude, a few words about strategy.
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There are many ways to defi ne strategy. I, for one, save this 

word for the most important things that I, as the CEO, can 

do with the executive team. Strategy to me is a pattern of 

actions that takes an organization to its goals. It’s not plan-

ning. It’s not vision. It’s concrete action, making the most of 

our strengths.

Building on our leadership in power and automation tech-

nologies for utility and industry customers – that’s the 

strategy put in clear, simple terms. The pattern of actions 

– that’s the execution of this strategy.

We have decided in the Executive Committee to make strat-

egy defi nition my job. In the future, the strategy staff will 

report to me. With my EC colleagues I will lead this process, 

defi ning strategic actions all the way down to the product 

groups. I will keep you, and the markets, informed. So, you 

see that the portfolio adjustments within the core business I 

talked about will result from this strategy defi nition. 

If you are uncertain about what changes to expect, talk to 

your leaders. But remember, the changes have just begun. 

We have just started to appoint the new leadership teams, 

the simplifi ed structures in the markets are being worked 

on, and the Step Change program itself will not start to take 

effect until January 1, 2003.

Keep up the correspondence. And your fi ghting spirit. 
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this is our way forward

November 22, 2002

In his latest weekly letter to employees, chairman 
and CEO Jürgen Dormann outlines his views 
on the way forward for ABB in the short- and 
medium-term. “I’m pushing today for what’s going 
to be needed in 2005 – or earlier,” he says.

Is ABB splitting into two independent units? Do the power 

technologies and automation technologies businesses 

have the same destination? What holds us together today? 

We build on three shared strengths, and they are crucial to 

our future. It is our standing with our customers, which is 

based on long relationships and on our technology lead-

ership. This gives us strong market positions around the 

world. 

Research and development, human resources, fi nances, IT, 

communications – these are some of the links that hold ABB 

together. Our strong brand is built on ABB being known as 

a technology pioneer with a great “can-do” spirit, at home 

everywhere, seeking to be a good corporate citizen. Our cur-

rent crisis hasn’t changed that. And that will not change. 

The most important contribution you can make today is to 

focus on the business. Look at our successes. Today, ABB 

won the gold award for technology in the European Inno-

vation Awards run by The Wall Street Journal Europe. We 

received the award ahead of 190 individuals, organizations 

and companies in 20 countries, for our development of wire-

less sensor technology.
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The winner “Robbie” was shown at the technology fair in 

Hanover earlier this year. Robbie is an assembly-line robot 

fi tted with wireless sensors that allow performance data to 

be sent to a central computer. The data is sent using radio 

waves rather than being transmitted via a heavy cable. 

Snorre Kjesbu, head of ABB’s wireless technology corporate 

research program, and his team have tested the limits of 

wireless technology in nuclear plants, melting facilities and 

pulp and paper operations, and learned what applications 

are possible in today’s industrial environment.

It is our job to ensure that we can continue to innovate and 

serve customers well. 

To survive and prosper, we must invest in the future. For 

that, we must restore our fi nancial health. This brings 

strength and true independence. This is why we must lower 

the cost base, and repay our debts. 

By recovering fi nancial health, we will regain our ability to 

shape technological developments and help set the trends in 

our markets – and through that also shape the future of our 

businesses.

Furthermore, since no one can predict the future, we need 

options. 

Companies going down a single track become vulnerable. 

Look around you. Look at us. Change is the only constant, 

but not change for the sake of change. Standing still gets 

you run over – either by your competition or your own past. 

Rushing ahead without forethought can make you lose your 

way. 

Let’s go back to the question raised in these times of change: 

Will ABB always have the two core businesses? My answer is 

clear. This depends on how quickly we regain our strength, 

and it depends on our managerial and fi nancial resources. 
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Depending on how the consolidation goes in our sector, we 

can move one of the businesses into another company or 

even take over a company, or do both at the same time.

I’m pushing today for what’s going to be needed in 2005 – 

or earlier. We must think that far ahead. That is our job – 

securing ABB’s survival short-term, and creating options for 

success in the long-term. 

I share my thoughts with you because we can’t afford to lose 

productive time through speculation. Being frank is where 

the culture change starts. If we have to shatter a few illusions 

along the way, so be it. Reality rules, whether we want it or 

not.

As I talk to people in ABB – this week I visited Sweden and 

Germany – I see a wealth of talent and determination. We 

will come through. Now we have the next levels of leader-

ship appointments being made, and the local structures are 

being put in place.
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steady progress on several fronts

November 29, 2005

In his weekly letter to employees, Jürgen Dor-
mann describes the step-by-step approach and 
measures needed – and being taken – to return 
ABB to fi nancial health. There are no short-cuts, 
he says, but progress is being made.

A nother week of steady progress. We have a tough road 

ahead, and many obstacles lie in our path. It will take at 

least until mid-2004 before we are out of the woods. But we 

will turn this great company around. 

How? In the markets, serving our customers. Through better 

operational discipline, going back to basics. By pursuing the 

critical efforts to restore our fi nancial health. And by putting 

slimmer structures in place, structures that link our leaders 

into teams. 

Every step on the way counts. Each market success. Each 

dollar, euro, Swiss franc or krona saved or prudently 

invested. Each cash-positive sale. Each act that helps make 

our organization – and our people – more externally 

focused. Each R&D effort that achieves value for our custom-

ers. Each move to dismantle central bureaucracy. 

There is no single key to success, but experience shows that 

the key to failure is to try to please everyone. 

Your letters show me that you know this. Most of you are 

pushing ahead, and your fi ghting spirit is an example to all of 

us. Let’s not be distracted by the personal uncertainty that is 
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unavoidable in times of change. Act. Speak up. Seize oppor-

tunities. If we don’t, the competition will certainly seize on 

every opportunity we leave open. 

This week showed what teams can achieve, when guided by 

clear strategy and good leadership. 

On Tuesday, we announced a fi ve-year agreement with a fi ve-

year extension option worth up to US$ 200 million to deliver 

extra-high-voltage power transformers to the Tennessee Val-

ley Authority (TVA) in the United States. 

As Peter Smits says, this is the result of a real team effort. We 

will deliver extra-high-voltage power transformers of up to 

765 Kilovolt (kV) to TVA. They will be designed and manufac-

tured with the common ABB TrafoStar transformer concept, 

in so-called focused factories in Canada, Germany and Spain. 

The decision by TVA’s board underlined their view of ABB as 

a reliable, long-term partner. 

Dinesh Paliwal reports that in Germany, a consortium of fi ve 

manufacturing companies in an industrial park near Munich 

recently signed a fi ve-year, US$ 135 million services contract 

with ABB. 

We will maintain ABB power and automation equipment, in 

addition to other services, to help our customers keep their 

factories up and running – allowing them to focus on their 

core business. 

These orders are evidence of confi dence. We all know that 

no customer will sign a fi ve-year or a 10-year agreement with 

us unless they believe in our future, in our technologies and 

our value-adding services, in our people. 

On the fi nancial front, our Chief Financial Offi cer Peter Voser 

also reports good news. Peter is leading the team that is 

working with our relationship banks to put a new credit facil-

ity in place. 
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“We are making good progress in our detailed negotiations. 

Our aim is to cover ABB’s liquidity needs for both 2003 and 

2004. We will have concrete news in December, and so far 

the process is very positive,” he says. 

Peter rightly stresses the contributions that must be made 

throughout ABB to improve working capital discipline. The 

countries have recently received new instructions. 

This will mean more work at a busy time, but the steps we 

take now are essential for sound cash management in the 

ABB Group. And that means they are essential for all of us. 

As the merger and acquisition team knows, no deal is truly 

done until cash is in hand. 

Today, we received the proceeds from our sale of Structured 

Finance to General Electric. We can confi rm once again that 

we remain on track to deliver on our promise to lower ABB’s 

net debt by at least US$ 1.5 billion by year-end, down to US$ 

2.6 billion from US$ 4.1 billion at the end of last year. 

Some of you asked me again this week about the asbestos 

issue. We are on track here, too, confi dent that we can settle 

the issue once and for all. It may take six months or so. This 

is time well spent. It will allow us to become known – once 

again – for what we offer our industry and utility customers 

as the leading supplier of power technologies and automa-

tion technologies, and not for the issues that we grapple 

with. 

This week showed once again that there are no short cuts 

into the future. You can only fi nd the way there if you know 

where you want to go.
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small miracles can make the difference

December 6, 2002

Industrial history – and the business reality of 
today – is full of examples of companies which 
didn’t address the need for structural and cultural 
change early enough or drastically enough, says 
chairman and CEO Jürgen Dormann in his weekly 
letter to employees.

Thanks for your letters. As I have said before, I trust you take 

up in your own units the issues that you share with me, and 

just as openly. 

It is critical that all good ideas on how to increase operational 

excellence, improve the margins and raise cash fl ow are brought 

up. 

Lowering the cost base and reducing complexity is a challenging 

task. Companies get used to being big, and to behaving big. 

Very often it is the attention to detail – it can be procedures that 

need overhaul, guidelines that no longer make sense, habits that 

have crept in and are no longer questioned – where unexpected 

gains can be made. So keep pushing.

Our customers are only interested in what we can do for them 

– how we can help them become more effi cient thanks to our 

products, systems and services. It is our task to create the right 

structures to meet that need. 

The purpose of business – our business and our customers’ 

businesses – is to make profi t. We’re leaders in our core busi-
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nesses after more than a century because we do what we do 

best better than our competitors. 

And when we make profi ts, which we as a group will not achieve 

this year for the second year running, it is in order to be able to 

do what we do best even better.

This may sound harsh, but the litmus test for any company is 

this question: If we didn’t exist, would someone want to invent 

us? 

Our answer, and our customers’ answer, is YES! 

But – and here comes the key message – at the same time, we 

grew too broadly. And when we divested major activities – the 

rail transportation and the power generation businesses – we 

failed to aggressively readjust our organizational complexity and 

our structures to the size of our business. That is why our costs 

are too high today. 

As you know, history is made up of events that happened – not 

of what could have happened. It is still not too late to act. The 

Step Change program, which we will start to implement in Janu-

ary, has cost-level reduction as its fi rst and most urgent aim. 

As we have said before, however, the structural and cultural 

changes are even more important.

I take up this topic again, because it goes to the heart of our 

major challenge: How do we see ourselves? Are we prepared to 

change that self-image in order to alter radically our company’s 

way of working? 

If we don’t all see a need for radical change beyond the cost-

cutting, even the cost-cutting will fail to have the desired effect 

– which is to make us more competitive.

Industrial history – and the business reality of today – is full of 

examples of companies which didn’t address such questions 

early enough or drastically enough. 
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Moreover, ensuring our prosperity starts with customer success, 

looking at what we can help them achieve, as well as looking at 

what we gain from our contribution to their success. 

Let’s look at what ABB does that makes us both unique and vital 

to our customers. Just two examples:

Earlier this year, our customer ThyssenKrupp experienced a ter-

rible fi re in the reservoir of cooling oil for a rolling mill in Italy. 

The blaze raged for fi ve days and destroyed much of the plant. 

A number of motors and medium-voltage switchgear, mostly 

from our competitors, were damaged. ThyssenKrupp called on 

ABB to replace the equipment with our products, and our Italian 

automation technologies team performed the job in less than 

seven months. 

The customer described the achievement as a “small miracle” – 

and we know that such miracles can only be made to happen 

through determined efforts. 

Next week, the power technologies team is launching ABB’s fi rst 

fully Industrial IT-driven manufacturing plant – the distribution 

transformer factory in the Polish city of Lodz. 

Industrial IT will increase speed and effi ciency, and cut total 

cycle time by 50 percent, which is highly benefi cial for our cus-

tomers, and for ABB. 

Innovation comes in different shapes. Industrial IT is a series of 

technological and systems innovations by ABB that allow us – 

and our customers – to integrate and manage manufacturing 

assets in a more fl exible and effective way. 

That is crucial in order to be profi table. And companies must be 

profi table to survive, and be able to serve their customers better. 

Inside ABB, we must continue to nourish the sense of purpose 

that our businesses thrive on everywhere. Even in times of crisis, 

let’s keep our eyes on that simple but very powerful ambition – 

to do well by being uniquely good at what we do best. 
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steps in the right direction

December 13, 2002

Success begins with a state of mind. So, unfor-
tunately, does failure. Are we confi dent, open 
and honest with each other and our business 
partners? Do we always let common sense guide 
our actions, asks ABB chairman and CEO Jürgen 
Dormann in his weekly letter to employees.

Success begins with a state of mind. So, unfortunately, does 

failure. Are we confi dent, open, honest with each other 

and our business partners? Do we always let common sense 

guide our actions? Can we maintain clarity of vision through 

the challenges facing us? Do we combine strategic clarity with 

determined daily actions? 

We have set our ambitions high because ABB’s problems can 

only be addressed through deep changes. I believe we are on 

the right path. But we have a long way to go. We must con-

tinue to cut through the cultural clutter, send clear signals 

amid all the noise in and around our company, and keep our 

sights set on the most important goal of all – the goal of raising 

ABB’s competitiveness. 

Getting our cultural shift right, while making deep structural 

and organizational changes, will free up our energy, resource-

fulness and resolve. Are we willing and able to take on that 

challenge?

You know I respect your correspondence to me as private, 

personal and confi dential. At the same time, I continue to urge 

you to raise in your own units the issues that you raise with 
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me – especially when you spot clear departures from common 

sense. We simply must create this openness. It will allow us as 

a team to learn from all the people in ABB who seek to con-

tribute to restoring our company’s health.

Today, let me touch on some of these themes emerging in your 

letters. 

First, common sense. Is it common sense, when front-end 

sales people fi nd it impossible to set up important customer 

meetings with our local managers because they are tied up in 

internal meetings for weeks? Or when ABB customer service 

specialists fi nd they must spend more time on scotch-taping 

internal IT solutions than on helping the customers who pay 

all our salaries? 

Is it right that a single sales opportunity is lost because of “pan-

caking” of internal margins? Or, that to many managers in ABB, 

problems are always someone else’s responsibility? 

We in the Executive Committee are determined to eliminate 

such behavior. We are turning over every stone to examine 

which cultural traits and organizational habits need to be 

changed in ABB.

And here I come to the second theme, based on your observa-

tions and mine – Step Change.

The so-called transparency phase is almost over. Thanks to 

much extra work by many of you, our project team, supported 

by external consultants, have now collected the facts and 

fi gures to set cost savings targets, which will be done in a com-

bined top-down and bottom-up process.

Cost savings will come through structural adjustments – sim-

plifying and shrinking our organization to fi t the needs of our 

core businesses. They will come through job cuts, as we have 

already announced. The plans are being fi nalized and will start 

to be rolled out around the turn of the year.
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But, as Gary Steel and my other colleagues on the EC say, cost 

savings and job cuts are only the fi rst step in Step Change. It is 

business excellence improvements that we are after. Let us not 

lose sight of that. ABB has grown unwieldy, and too many com-

fort zones were established in the years of rapid growth.

Step Change, and the 4 percent of revenues or US$ 800 million 

which will be saved in the next 18 months, will be an exercise 

in futility unless we also redraw the way we work together – in 

teams together rather than in competing teams. There are no 

comfort zones, nor is there any need for them.

Gary and the project team, and the Steering Committee con-

sisting of Gary, Peter Voser, Dinesh Paliwal and Peter Smits, 

will drive the Step Change program, with our local leaders’ 

involvement. It will touch all of us. So, this is not just one 

more restructuring exercise, which will just force everyone to 

tighten their belts for a while and then return to normal. There 

is no return to normal. Normal is what got us into dire straits. 

I’m often asked to elaborate on my thoughts about different 

global and local roles. You may fi nd that I respond in a curious 

way. To me, all that matters is that we all understand the strat-

egy, and do our best to implement it as fast and as effi ciently as 

possible – wherever we happen to work. If our leaders around 

the world understand the strategy, they will see their own role 

clearly. 

Some 60 leaders now make up the division and BA manage-

ment teams – on mixed teams with regional and country 

managers bringing in their front-line market and customer 

experience, and global managers contributing with their global 

strategies and wider overview. That combination will contrib-

ute more – hopefully – to culture change all around ABB than 

any discussion of principle.

So, will you help us raise the other issues that must be 

addressed? I know you will, and I know you will also keep your 

eye on ensuring improved performance – raising margins, rais-

ing our operational cash fl ow, restoring competitiveness.
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let’s find our diamonds and put them 
on display

December 20, 2002

In his year-end letter to employees, Jürgen Dor-
mann looks at what the future holds in store for 
ABB. Having successfully secured a new bank 
credit facility, the next priorities include a settle-
ment of the asbestos issue and a return to sound 
operating performance.

A s the year draws to an end, we look at what needs to get 

done. We go for the fi nish line, direct our energies at 

completing our tasks before we close the books on a turbu-

lent year. And we look ahead. 

The near future – the next 18 months – will determine ABB’s 

destiny. The economy will not help us, so we need to spend 

our time and energy wisely to ensure ABB’s survival and 

long-term prosperity. That’s our job, yours and mine. 

Some calm will return now, because of the US$ 1.5 billion 

credit facility that we agreed with 20 banks this week. In 

today’s business climate – and given the challenges facing 

ABB – this was a truly remarkable achievement. 

We can now use the next 18 months to drastically lower our 

cost base, further focus our core businesses, and carry out 

our divestments so as to achieve best value.

We owe Alfred Storck and the team in corporate fi nance, 

who secured the agreement under the leadership of our 

chief fi nancial offi cer, Peter Voser, a big thank-you for putting 
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together the credit facility. The amount of work they put in is 

staggering.

But, even if the pressures on our company ease, they will 

not go away until we have settled the asbestos issue and fully 

restored ABB’s operating performance. It will, however, be 

easier for all of us to do day-to-day business. And that is very 

important.

On the asbestos side, we remain on track. We said in Octo-

ber that we expect a solution in the next four to six months, 

and that remains our estimate. 

Once we have the asbestos settlement, our own ability to 

implement will determine whether we return to operating 

margins that refl ect the strength of our core businesses. I’m 

confi dent, and I’ll tell you why. 

Our technology leadership and customer relationships are 

second to none, as a result of your work, and of the work of 

the generations that went before you.

In the new year, you will see more communication about 

Step Change. The culture changes I have written about will 

happen. I see in your letters that you see what we see: let’s 

get back to basics, focus our energy on the markets, and 

build on the core values of this innovative technology-based 

company.

A diamond is a piece of coal that stuck with the job. Values, 

like that diamond, are formed over a long time, under great 

pressure. The good values are here in ABB. We just need to 

fi nd our diamonds again, and put them on display for all to 

see.

On behalf of my colleagues and myself in the Executive Com-

mittee, and also on behalf of the Board of Directors, I wish 

you all the best. Enjoy the festive season, and let’s return 

with full vigor in January. I will write to you again on January 

10, 2003.
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let’s make  a turnaround year

January 10, 2003

In his fi rst letter of the new year to employees, 
Jürgen Dormann focuses on the Step Change 
program which is designed to cut the company’s 
cost base. Apart from the savings, a key element 
of the program is to build a new team spirit, based 
on openness, respect and clear responsibilities 
and accountabilities.

I hope the year started well for you. Thanks for your many 

letters, which again bear witness to the great energy we 

have in ABB – outspoken people, determined to win. 

Let’s make 2003 a turnaround year for ABB. Our path is set, 

and we know the challenges. After securing the credit facility, 

we have to deal with the asbestos liability – and we are on 

track here, too.

So now let us focus on the business. To restore ABB’s com-

petitiveness, we must translate our technology leadership, 

our customer relationships and market know-how into sig-

nifi cantly improved operating performance. That can only be 

done by quickly lowering the cost base.

That is the initial task of the restructuring program we call 

Step Change. Over the next 18 months, we have committed 

to lowering our cost base by four per cent of revenues – or 

at least US$ 800 million. We, that is you and me.

Some of the savings will come through job cuts, as you 

know. But the most important element in Step Change is 

to build a new team spirit, based on openness, respect and 
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clear responsibilities and accountabilities. That is a continu-

ous process – with no end – and it will require effort from all 

of us. 

In business, strategy drives structure, and the success of 

strategy itself lies purely in its implementation. With our stra-

tegic framework and our two core businesses, we can now 

dramatically eliminate bureaucracy and ensure fast and pru-

dent decision-making. 

Our implementation is focused purely on the needs of our 

business, so that we meet the needs of our customers and 

our other business partners, and our employees and the 

communities where we operate. 

If I have learned anything in my four decades in industry, it 

is that complexity is often an excuse brought forward by the 

faint-hearted or those with something to hide. Being outspo-

ken and unpretentious is a wonderful cure for unnecessary 

complexity.

Therefore, your clear understanding of what we in the Exec-

utive Committee want to achieve with Step Change is the 

most important ingredient for our future success. 

Gary Steel, who joined us this week, is working full steam 

with his Step Change team to set the program in motion. 

The countries are now fi nalizing their plans in open dialogue 

with the Step Change project team and the global leadership 

in the Business Areas. 

Next week, we will open a special page here on inside.abb.

com where you can learn about Step Change. You will be 

able to follow both the progress and the issues that will 

inevitably come up en route. This communication – with 

additional local information – will also be available on some 

local intranet sites. 

Going forward, Gary Steel will also hold regular briefi ngs 

and question and answer sessions, fi rst through e-mail 

and telephone conferencing and later using a new online 
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conferencing technology. More about that on inside.abb.com 

next week.

Gary says that communications will help stimulate empow-

ered local action in pursuit of agreed goals. 

“Turning what we plan and what we say into reality is our 

shared task,” Gary says. “It is my job to push and challenge, 

but also to listen carefully.”

He continues: “I have been asked, in this context, whether 

we should revise the ABB Mission and Values as part of our 

culture change. I say this: I am delighted that we have such 

good value statements. The core is excellent. How many 

managers and employees know them and use them daily? 

Our task now is to make sure our core values come alive and 

become embedded into our way of doing business.”

We will start in the Executive Committee – seeing how we 

together apply the core values of ABB. It is only as a team, 

at every level in our company, that we can ensure that our 

actions speak as clearly as our words. 
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a milestone for abb

January 17, 2003

In the wake of today’s announcement of an agree-
ment in principle with representatives of asbestos 
plaintiffs, Jürgen Dormann says we are well on 
our way towards a solution of ABB’s lingering 
asbestos problem. In his letter today, he puts this 
promising start down a new road into context.

Today we were able to announce that an agreement in 

principle has been reached with the legal representa-

tives of the asbestos plaintiffs in the U.S. on a so-called 

pre-packaged Chapter 11 bankruptcy for Combustion Engi-

neering. 

This is a signifi cant milestone in resolving the asbestos liabil-

ity, which has festered like an open wound in recent years. 

Let’s be clear – it is not over yet, but we are well on our way 

towards a solution. 

The news about the asbestos milestone carries a positive, 

clear lesson about what is possible when we act in a deter-

mined, focused way. It started with us saying, “enough is 

enough”, we will not allow the asbestos problem to continue 

to bleed ABB. 

Now, with our liquidity issue solved for the next two years, 

and an asbestos solution on track, we can all focus on getting 

ABB’s business in shape. 
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In recent weeks, many of you have shared with me thought-

ful refl ections on a central theme – how do companies 

change, and how do we know what to change? 

You ask why must we change, and what my colleagues on 

the Executive Committee and I mean when we talk about 

culture change. What is this new culture marked by – 

straight talking, accountability, and openness, looking at our 

common interests? 

These are big and important questions. There is no single 

answer, nor any simple recipes – otherwise all enterprises 

would be successful. Moreover, the route has to be traveled 

together – the way there is as important as our destination. 

But let me try to put this into context. 

I believe a good starting point is to be aware of our true 

competitive strengths, and to openly analyze what works 

well and what doesn’t. Do we have problems? Are these 

caused by external factors beyond our control, by economic 

cycles or trends? Or, are they internal – structural obstacles, 

ingrained habits, and procedural shortcomings? 

Once you look at yourself in the mirror and accept what you 

see, change can start. So, let’s once again look at ABB. 

We have world-class technologies in our core businesses, 

thanks to a history of innovation stretching back more than 

a century. We have strong links to customers around the 

world. We have great teams, knowledgeable and dedicated 

people. 

On a strategic level, at any point in time, companies must 

know where they want to go – and create strategic openings 

through a range of options that the company can choose 

from at certain points in the future. That process is under-

way. 
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As I have said before, one of our problems is that despite our 

technology leadership and strong customer base, our oper-

ating margins are too low. 

This tells us that somewhere – or rather, in many places 

around the organization – the costs of doing business in ABB 

are too high. We have overlaps and ineffi ciencies, structures 

that are too big. And we don’t cooperate enough internally 

to fully leverage the scale and scope of our leadership posi-

tions. 

ABB’s structural cost issue was diagnosed years ago, after the 

divestments of the trains and power generation businesses. 

But diagnosis is not enough. 

Today we are acting, to transform ABB into a high-per-

forming leader in power technologies and automation 

technologies, by removing the ineffi ciencies. 

More questions – do our problems of today stem from a lack 

of focus in recent years? Partly. Or do they stem from the fact 

that ABB’s portfolio of activities grew too broadly in our fi rst 

decade? Partly. 

We know we have businesses in ABB that are a more natural 

fi t with someone else. 

I’m thinking about our Oil, Gas and Petrochemicals divi-

sion – a technology leader in its own fi eld – and of the 

Building Systems business, which grew through many local 

acquisitions. 

It is also true that our weak margins were caused in part by 

the failure to drastically adjust our organization after we sold 

the trains and power generation businesses. 

And we also should have acted earlier to focus on our indus-

trial activities. 

Financial Services was set up in part to manage the large 

advances pulled in by our power generation and transporta-

tion activities. It became a burden on ABB without those 
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businesses. It was a very successful business, but it was 

allowed to grow so big that it became a problem. That has 

been addressed, with the sale of Structured Finance. 

You may say, with good reason, that such high-level strategic 

decision-making is not your job – and, again with good rea-

son, ask why such decisions weren’t made until recently. And 

you may ask why I take this up now. Here is why. 

We have started on the road to recovery. It will take two 

years or so to create a sounder balance sheet, broaden our 

equity base and improve our operational performance. 

But we must act together, in parallel, to change our structure 

and culture in order to be able to benefi t from our strategic 

options in the years ahead, once we have restored our posi-

tion as a strong player in our industry. 

When it comes to what we mean about the new culture – the 

answer will lie in actions going forward. Building teams, at 

every level; acting openly in our common interest; focusing 

on customers and the business, and competing against the 

competition and not among ourselves. 

For this exciting challenge, your contribution is essential. 
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technology is an investment in the future

January 24, 2003

In his letter today, Jürgen Dormann considers the 
future of R&D and technology in ABB. He draws 
on an example from the past week to show how 
important it is to invest in technology innovation.

This week, I had an opportunity to see for myself the key 

role that technology plays in ABB. 

Dinesh Paliwal and I attended the opening of a new produc-

tion line in Finland for variable speed drives, used in most 

industries to control the speed of motors. We met customers 

and talked to ABB people, and I was asked about the future 

of R&D and technology in ABB. 

There was a slight concern noticeable in some of the ques-

tions – especially from our own people. With ABB’s fi nancial 

situation being diffi cult, they asked, can we afford to invest 

in technology? 

My answer is yes. We cannot afford not to invest in tech-

nology innovation. It built ABB’s leadership in power and 

automation technologies, and prudent investment in tech-

nology is an investment in our future. 

In ABB, we can point to a long list of achievements from our 

R&D pipeline, results that are transferred into new products 

by R&D and the business areas. A rich patent portfolio and a 

large number of scientifi c publications also underscore our 

position. 
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As an example, look at Finland, where ABB is among the four 

largest investors in R&D. In just the variable speed drives 

area, six generations of drives have been developed in the 

past 30 years – ensuring that signifi cant amounts of energy 

have been saved by varying the speed of motors in almost 

every industry. 

I am proud of such successes, and of ABB’s technology lead-

ership. It is clear that we need to set priorities in technology, 

too. But we will not lower our ambitions to be a leader in 

our core businesses – and advanced technology builds that 

leadership. 

We all know that in industrial research, success comes 

from being both business-driven and at the cutting edge of 

technology – working across our own businesses, with our 

suppliers and customers as well as with leading universities. 

I know from experience that it is possible to be cost-con-

scious and achieve results. 

To ensure this focus, our chief technology offi cer, Markus 

Bayegan, and his people are working closely with the busi-

ness areas, and coordinate how we allocate funds. 

“We work to understand our markets, technology and cus-

tomers, develop platforms to squeeze out more value from 

our supply chains and challenge convention. We work in 

global teams with culturally diverse researchers to crack the 

technology problems of the future,” Markus says. 

In Finland, I heard once again how much our customers 

value our technologies, our cooperative spirit and our tradi-

tion of innovation. 

In among all our changes and challenges, let’s make sure we 

nurture our technology, for our customers and for ABB. 
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“all execution is local”
January 31, 2003

In today’s letter to employees, Jürgen Dormann 
addresses some of the company’s biggest chal-
lenges: overcoming uncertainty, making good on 
promises and removing cultural clutter.

Thanks for your letters. You want to see change now. 

We all do. But the prudent traveler prepares before the 

journey. Don’t get me wrong. I fully appreciate your impa-

tience, and I share it. We all do. 

Change is coming, as day will follow dawn. The ongoing 

open dialog about where to cut costs, how to simplify our 

structures and create better ways of working together – 

these are important initial steps as we start the journey. 

I sense some uncertainty, too. This is inevitable. Even self-

confi dent people – and I’m pleased to say that I meet more 

self-confi dent people in ABB every day – feel vulnerable 

from time to time. We face real challenges. Genuine, lasting 

change is without doubt our greatest shared challenge. 

Perhaps I can help resolve some of the uncertainty by mak-

ing something clear. Forgive me for using what may look a 

management cliché, but it makes the point better than any 

other words I can think of: “all execution is local.” 

I’m not trying to reopen the global-local debate in ABB. I’m 

putting it to rest. Look closely at our leadership structures, 

and you will see what I mean. 
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All of us act on the strategies and targets of ABB, set by the 

board of directors and the Group executive committee. 

The divisions and business areas turn the Group strategy 

into business areas strategies. And we all put our shoulders 

to the wheel to make that happen – through local execution. 

In the new structure, Peter Smits and Dinesh Paliwal have 

included country and region managers on their division 

management teams, along with the respective business area 

managers and the division staff members. Local division 

managers or business area unit heads now form part of the 

business area management teams. 

The global business decisions take in the local perspectives – 

by which I mean, among other things, the customer perspec-

tive. In the countries, empowered managers execute their 

part of the agreed strategies, targets and plans. There is only 

one business interest, the interest of ABB. That should end 

the global-local debate. 

Any structural, procedural or cultural clutter that stands in 

the way of this way of working together – let’s call it our 

business model – must be identifi ed, analyzed and over-

come. 

As in any company, in ABB we measure performance at dif-

ferent levels in orders, revenues, earning before interest and 

taxes (EBIT), net income, cash fl ow. Profi table growth is our 

aim. Accountability for local execution means taking respon-

sibility for achieving the results. 

Accountability in local execution also means having a say 

in – and taking responsibility for –– the cost of running our 

business, looking at the needs of ABB as a company. 

For success, there is no substitute for local customer con-

tacts. Our account managers, our country managers, local 

division heads and all other ABB people who deal with our 

customers – their role is crucial. 
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On the other hand, as leaders, not everything we do can be 

directly measured in numbers. Not every company cost or 

general management or functional task has a direct relation 

to every unit. Nevertheless, they are essential for our busi-

ness success, too. 

As a global leader in power and automation technologies, 

serving utilities and industries, we can’t achieve sustained, 

profi table growth without giving careful attention to these 

management tasks. 

I’m thinking about our company’s relations with our 

employee representatives and the unions, our local commu-

nities, governmental bodies. I’m thinking about participation 

in the relevant trade and industry associations – and our 

contacts with non-governmental organizations. 

I’m further thinking about our internal assurance processes 

and accountability in general management areas, such as 

human resources, sustainability; and our business principles 

– which we used to call ABB’s mission and values. And let’s 

not forget to nurture the ABB brand, and express our key 

strengths through communications. 

Restoring ABB’s competitiveness will require vigorous action 

on all fronts. Our future is in the markets, and our focus 

must be there today. Those who truly prosper know how to 

turn both successes and mistakes into learning. 

Step Change is the map we have drawn for the fi rst part of 

the journey – lowering our cost base, linking our leaders into 

teams, removing any clutter, and enabling local action on 

agreed global strategies, targets and plans. 

So, as I said, let’s not forget – “all execution is local.” I count 

on you. 



73

abb’s web is an essential asset

February 7, 2003

In his weekly letter, Jürgen Dormann looks at the 
value of ABB’s Web sites and Web technology as 
an essential means of increasing effi ciency and 
saving money, for both ABB and its customers.

Today I’m writing about something that we sometimes 

take for granted, but which has undergone an amazing 

development over the last four years – our Web. 

When work began to reorganize ABB’s Web presence in late 

1998, we had close to 1,000 web sites. All built on different 

platforms, they had little or no synergies. 

Today, our intranet (inside.abb) and our external web sites 

(abb.com) are built on one foundation, the Common ABB 

Web Platform (CAWP). It was introduced on the Group site 

in early 1999. In October that year, it was made mandatory. 

On the Web, technology, form and content go hand in hand. 

Our editorial teams play a key role in creating an open infor-

mation culture in ABB, building on a Web platform based on 

sound business sense. 

Two simple ideas guided the work of Global Web Manage-

ment, a small team in the Group Function – Corporate 

Communications, and their counterparts around the world. 

From the start, they focused on “common look and feel” and 

“reuse of information.” 

A common design – the look – conveys the message of ABB 

as one global company with one unifi ed brand. A common 



74

structure – the feel – makes it easy to navigate within the 

ABB Web. Entering information, especially on products, in 

only one place “per information” ensures that information is 

reused. 

Success always has many components, but we should 

acknowledge the pragmatism of the global Web team and 

the experts in our businesses and functions. Already in 2000, 

they organized our external Web presence along customer 

groups. This meant that customers could fi nd their way into 

our sites, even as we renamed our ABB divisions, business 

areas, departments and functions. 

There is strong evidence to suggest that our Web contributes 

to sales leads and our business. 

Statistics show how central the Web has become. In the third 

week in January, inside.abb had more than 420,000 visits, 

and more than three million documents were viewed. On 

abb.com, in 175,000 visits, nearly 1.7 million documents 

were viewed. 

Independent experts recognize the quality of our Web. In 

2001 the Financial Times ranked ABB’s Internet 29 out of 300 

top company sites. In 2002 we were ranked 23 overall and 16 

in technology, design and navigation. 

The Nielsen Norman Group, a U.S. group specialized on the 

so-called usability of intranets, named ABB’s intranet as one 

of ten best intranets in the world in 2002. 

Positions like this must be defended. Appetites grow all the 

time, with increasing customer demand and growing expec-

tation among our internal users. At the same time, we must 

avoid information overload and keep maintenance costs 

within reason. 

It is no small task. Some 4,000 ABB people have already been 

trained to publish on the Web. They need support and guid-

ance on Web quality and content. Streamlining is key. Today, 
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we have some 100,000 pages on abb.com, 160,000 pages on 

inside.abb.com, and 50,000 documents on ABB Library. 

The results show that it is well worth the effort to focus on 

developing a sound Web presence. We increase effi ciency, 

save time and avoid millions in cost – for ourselves and our 

customers. 
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determined action is the key to the future

February 14, 2003

In his weekly letter, Jürgen Dormann looks at fl at 
markets, areas of growth and what 2003 looks 
like for ABB, which in uncertain markets can do 
things like increase productivity, do more for its 
biggest customers, leverage its size and scope 
and explore key market niches.

A s I’ve said in my letters before, we must make 2003 our 

turnaround year. It will not be easy, but it is a job that 

we can accomplish together. 

The general economic picture is far from rosy. The uncer-

tainties in world politics and the clouds of war over Iraq will 

not help the business climate. 

But determined action will take us through this year. At 

Group level, we must put the asbestos issue behind us, 

complete the announced divestments to streamline our 

portfolio, and act forcefully on our plans to lower our cost 

base. 

Peter Smits and Dinesh Paliwal see opportunities in the pres-

ent weaker market, too, thanks to our technology leadership 

and our market strengths. As our division heads show, in 

uncertain times, the best way forward is to focus on the busi-

ness. 

In China and India, we are expanding at a steady rate. These 

two countries today account for more than a quarter of the 

business in Power Technologies. Automation Technologies 
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has also seen impressive growth rates – 32 percent in China 

and 21 percent in India. 

PT expects growth in Eastern Europe, but we see fl at growth 

in the European Union countries, our biggest region. AT sees 

little growth in Europe. 

In the U.S. market, there is a need for investment in elec-

tricity transmission and distribution and in aging industrial 

infrastructure in some sectors, while other industry sectors 

don’t run at capacity. But the U.S. investment climate looks 

mixed in 2003. 

Research and development and IT play key roles for both 

divisions, especially as we deploy more focused factories in 

both PT and AT – either specialized in certain sizes of prod-

ucts, or able to mass customize across one product range. 

The focus factory concept will only work fully if “made in 

ABB” becomes the hallmark of quality for our customers. 

This starts with internal acceptance. 

In PT’s product business, we are well underway. Customers 

use the Web to interact with our factories. Confi gurators 

allow them to specify and order products. Using Collaborate 

IT Quotation and Pricing (Trafonet), the customer confi gures 

distribution transformers, gets the price and sets the delivery 

date, connecting with the design and production systems in 

our focused factory. 

Focused engineering is the next step. Confi gurators cut cycle 

time in the PT systems business, both in manufacturing and 

engineering. The MS-1 modularized substations can be con-

fi gured online, including primary technology, controls and 

protection. 

“‘Speed’ will remain a key word in the PT division in 2003,” 

says Peter Smits. “Working as a team, we must take advan-

tage of both our global expertise and our local presence. Our 

aim is to grow the top line while we increase our productiv-

ity and cut costs.” 
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Overall, industrial investment patterns are not expected to 

pick up until 2004, since capacity utilization is weak in most 

of our customer sectors. 

For AT, Dinesh Paliwal sees opportunities despite low capital 

investment levels in our customer industry sectors. To opti-

mize existing facilities for more productivity, our customers 

increasingly need diagnostics, service and upgrades. 

Just like our customers, AT is aiming for productivity gains 

– where the motors business area sets a fi ne example – and 

will learn from the focused factories concept. 

Consistent quality is a key focus for AT in 2003, making more 

of our manufacturing fi t to act as global sources of supply or 

products and systems “Made in ABB”. 

“Service growth is key, as well as expanding our business 

with major customers and broadening our channels to mar-

ket. I expect our people to stay close to our customers, so 

we can be fast on our feet and seize opportunities,” Dinesh 

says. “We will work hard to improve our gross margins, pric-

ing for value, cutting supply costs, and maintain the focus on 

cash, especially receivables and inventory.” 

So you see, there is good news here. We can improve our 

business results through our own efforts, despite a weak 

market. 

We have it in our own hands to increase productivity, do 

more for our biggest customers, leverage our size and scope 

and explore key market niches. 

I know that we are asking a lot of our leaders at all levels, 

and all of you, but we have no choice. So let’s keep our 

focus on the business, while we streamline ABB and lay the 

groundwork for a better future. 
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hard work pays off with progress on 
asbestos

February 21, 2003

This week brought encouraging news about the 
asbestos issue. Although Combustion Engineer-
ing’s pre-packed Chapter 11 plan has still to 
receive fi nal approval, says Jürgen Dormann in 
his weekly letter to employees, there are signs 
that the asbestos cloud is dispersing.

Next week, we will have our annual results for 2002. We 

will share those with all of you, as always. But before we 

get there, I think we should stop and think about the mile-

stone we achieved this week. 

For more than 10 years, a cloud of uncertainty has affl icted 

industrial companies in the United States. Dozens of compa-

nies have been bankrupted. Tens of thousands of industrial 

jobs have been lost. I’m referring, of course, to asbestos liti-

gation. 

ABB has lived under this cloud, too – since 1990, when we 

acquired Combustion Engineering. Until the 1970s, Combus-

tion Engineering had used asbestos, chiefl y as insulation in 

boilers. 

The cost of settling asbestos claims rose steadily over the 

years. Combustion Engineering has to date paid out more 

than US$ 860 million to settle claims. 

This was not a tenable situation. No company can remain 

healthy with such drainage of cash. And if your fi nancial situ-

ation is strained – which ours has become in recent years 
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– a small but festering wound can become a potentially fatal 

disease. 

Now, we see the asbestos cloud starting to disperse. We are 

now reaching a very signifi cant milestone. Common sense, 

which as we know is not all that common, fi nally seems to be 

prevailing. 

This is how that happened. 

After years of settling valid claims and disputing claims that 

appeared invalid, the Combustion Engineering legal team – 

guided by our chief legal counsel Beat Hess – last year 

decided to try a new solution. A solution that was fair to all 

concerned. 

They sat down with lawyers representing the claimants. In 

diffi cult negotiations, an outline was agreed for a so-called 

pre-packed Chapter 11 plan. 

Last month, the proposed plan for settling the issue once 

and for all for Combustion Engineering – and for all other 

ABB companies – was sent out to claimants for a vote. 

The fi nal result is expected in the next few days, but we are 

confi dent the plan has been approved. 

This is encouraging news, but it isn’t over until it is done. It 

will in all likelihood take until May or June until a U.S. court 

fi nally approves the plan. 

Objections and appeals can still be raised in the coming legal 

proceedings, but the speed with which we have come this 

far is very encouraging. 

“American courts are hard to predict. But I feel more confi -

dent than ever,” says Beat Hess. 

Personally, I share Beat’s confi dence, and I hope it is just 

a matter of time until we will have put the asbestos issue 

behind us. 
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As you know, there’s still plenty of work to do to get ABB 

back on track. 

You know what we have to do. At Group level, we must 

complete the announced divestments to streamline our 

portfolio, and act forcefully on our plans to lower our cost 

base. 

And in the markets, our future lies in remaining close to our 

customers. Together, you, the people of ABB, built our lead-

ership in power and automation technologies. 

That leadership is worth fi ghting for, through economic 

downturns and competitive challenges. 

And if you ever feel you have an insurmountable challenge, 

let us take heart from the great progress made on settling 

the asbestos issue. 

It shows that nothing is impossible if we look forward and 

concentrate on what makes common sense – even if it has 

never been done before. 
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on our way up again

February 28, 2003

In this week’s letter, Jürgen Dormann looks at 
ABB’s annual results and the good performance 
of ABB’s two core divisions in a diffi cult market. 
We have a steep climb ahead of us, he says, but 
we’re on our way up again.

Yesterday, we announced our results for the year 2002 

and gave our outlook for this year. You will have seen 

the results, so let me just share some highlights with you. 

As we all know, 2002 was a diffi cult year. But we’ve put the 

worst behind us. 

The credit facility gives us operational stability and fl exibility 

until the end of 2004. 

We have made good progress in our efforts to put the asbes-

tos issue to rest. Our divestment program is on track. 

We reached our EBIT margin and net debt reduction targets, 

which was very important. Our fi nancial situation remains 

tight, but we have the right measures in place, and are deliv-

ering on them, one by one. 

Despite higher EBIT, we had a net loss of 787 million dol-

lars, because of 853 million dollars of losses in discontinued 

operations, including charges related to asbestos. 

This shows how important it is that we move quickly to 

implement the Step Change program. 
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The key message in our annual results is that in a diffi cult 

market, our two core divisions performed well in the fourth 

quarter, and in the full year. This is the reason we were able 

to confi rm our targets for this year and for 2005. 

Together, we are putting ABB on the right track. We have 

world-class technologies, skilled and dedicated people and 

excellent market positions. Our customers continue to rely 

on us – and our ABB brand remains strong and vital. 

Companies blossom from the core, or they don’t blossom at 

all. 

Operationally, we know what we have to do. Lower costs, 

carry out our divestments, and solve the problems in our 

non-core activities. This will enable the sound core busi-

nesses to carry ABB back to profi tability. 

How we will do it? Let me take a roundabout route to the 

answer. It was gratifying to see the comments of several 

reporters yesterday after the results presentations. They said 

that the Executive Committee came across as a team – not a 

one-man show. 

This is how it is. It sends a powerful signal, and refl ects how 

we want to work in ABB. We need each other in our teams, 

with individual accountability. 

Now it is important that this behavior spreads in ABB, so that 

we build success by creating strong networks. 

We have a steep climb ahead of us. We are still down deep 

in the valley, but we’re on our way up again, and we see the 

route back to the top clearly. 
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there is renewed confidence in abb

March 7, 2003

Hard work is paying off with a renewed sense of 
confi dence in ABB by investors, Jürgen Dormann 
observes in his letter this week. Reducing costs 
and improving operating margins will create value 
for shareholders, so the main focus must be on 
the customer.

Thanks again for your letters, and for your challenges and 

questions. I trust you will keep up the dialogue in your 

own units, as part of Step Change. 

Understandably, some of you have questions about our situ-

ation. Let me address your questions by telling you what I 

have been doing since February 27, when we had our annual 

results conference. 

Peter Voser and I have met investors in Zurich, London and 

Stockholm, some of them together, some separately. Inves-

tor meetings are part of the job for all of us in the Executive 

Committee, and there is a burst of activity after every quar-

terly report. 

Open, realistic communication with the fi nancial markets 

is, of course, essential. This time, it was good to be able to 

review signifi cant steps forward. 

The investors noted that we reached our targets and made 

real progress on solving the asbestos issue. They acknowl-

edged our core divisions’ ability to generate good earnings 
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and strong cash fl ow – which was partly obscured by the 

Group’s net loss. 

They know we have to divest the Oil, Gas and Petrochemi-

cals division, the Building Systems business and other 

businesses outside of our core divisions – in order to 

strengthen our equity, and reduce our debt burden. And 

they will be watching our Step Change program. 

One question the investors posed, just like some of you, was 

about our order development in 2002. 

Group orders were down 8 percent in the full year. Our core 

divisions defended their order intake, with a drop of 2 per-

cent. That is an achievement in tough markets, showing that 

our customers continue to rely on ABB. But in the non-core 

businesses, orders dropped 18 percent in 2002. 

The fourth quarter showed a bigger gap. Group orders were 

8 percent lower. The core divisions held order intake fl at. In 

the non-core, orders were down 19 percent. 

What happened? The drop in our non-core orders refl ects 

three main elements: 

We sold Air Handling, so its 2002 orders were no longer 

there at the end of the year. We decided to run down the 

portfolio in Scan Re, a company in our remaining insurance 

business – again less orders. And we had lower orders in 

Building Systems. 

A strong indication that our turnaround efforts are being 

recognized came this week in a positive report about ABB 

by Standard & Poor’s. S&P is one of the rating agencies that 

assess the creditworthiness of companies – and even coun-

tries. 

When ratings are low, as ours still are, it becomes more 

expensive to borrow money. 

S&P said “the news from ABB in the past few weeks has been 

very encouraging,” in a report headlined: “ABB delivers on 
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near-term targets: further restructuring and deleveraging 

measures required.” 

In plain language, this means that we need to lower our 

cost base and carry out our divestment plans in order to 

strengthen our position. And that is exactly what we will do. 

Better operating margins, in large part achieved through 

a lower cost base, will enable us to generate value for our 

shareholders once again. 

S&P noted that we were taking measures to stop the drain 

on our fi nances from the non-core business. The agency said 

our liquidity position had improved with the credit facility 

announced in December and “is now considered to be fair.” 

It expressed confi dence that we could put the asbestos issue 

behind us. 

In our meetings, too, Peter and I sensed renewed confi dence 

in ABB. 

So, you see that your hard work is paying off. What can you 

do now? I think you know. 

While the experts work on the divestments and the asbestos 

issue, and we refi ne the group strategy, you will help by mak-

ing sure that we increase our productivity. 

Above all, you will help by keeping your focus on the cus-

tomers. This way, we can deliver on our targets again this 

quarter. 
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fast action for results – abb in latin america 
shows good progress

March 14, 2003

After a visit to Latin America this week, Jürgen 
Dormann refl ects on what is possible even in harsh 
economic conditions, and on how we need to keep 
people in focus as we restore ABB’s competitive-
ness. Our Latin American country managers are 
forecasting stronger results in 2003, thanks to fast 
action to lower the cost base in the region.

This week, I had an opportunity to see once again how 

our ABB leaders deal with the challenge of running our 

business in a diffi cult economic environment. 

I was in Brazil, and I met ABB’s Latin American country man-

agers and regional management. 

The region’s economic downturn depressed the results in 

2002. But due both to early moves to lower the cost base 

and ambitious action plans, they are confi dent they will 

deliver an earnings margin higher than the Group target of 

4 percent in 2003. 

It is a heartening message. If our colleagues in Latin America 

feel confi dent about committing to good results in a harsh 

business climate, we should all be able to deliver what we 

have set out to do. 

Speedy implementation of the fi rst phase of Step Change 

was crucial in laying the groundwork for improved perfor-

mance. 
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In Latin America, almost all committed job reductions are 

already done. Now, our people in the region can focus on 

delivering leading-edge technology and solutions to make 

our customers more competitive. 

But fi xing our performance challenges as a company comes 

at a cost to us all. 

In Latin America, a high-infl ation area, the salary freeze hits 

harder than in countries with low infl ation. So, naturally I 

was asked what the Executive Committee is doing to care for 

our people in such circumstances. Will there be compensa-

tion once the salary freeze is lifted?

My message was clear. In order to rebuild our competitive-

ness quickly with a lower cost base, we must strictly enforce 

the salary freeze even when it hurts more. But we must also 

look after our people, who build our future in the markets. 

So we will fi nd ways of restoring the balance, without jeop-

ardizing our company’s overall competitiveness, once we’re 

back at our targeted performance levels. 

Balance is a key word here. Our employees, our customers 

and other business partners, the communities where we 

operate, and our shareholders, all rely on ABB. 

In the end, business is all about people. And because caring 

for people really counts, we need disciplined action today in 

order to safeguard our company’s future.

Let’s try to maintain a longer view. While we sharpen our 

strategy, let’s remind ourselves of ABB’s role as a company. 

This longer perspective goes hand in hand with delivering 

results quarter after quarter. 

It goes hand in hand with solving ABB’s urgent challenges, 

for all those who depend on ABB.
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we are charting a new strategic road map

March 21, 2003

In his weekly letter, Jürgen Dormann says that 
while ABB concentrates on strengthening its core 
businesses, a longer-term strategic review is also 
being undertaken to ensure profi table growth. He 
spells out the next steps, and outlines some of the 
key questions that need to be answered. “Every-
one in ABB will feel the positive effects once our 
new strategy is acted upon,” he says.

Today, I’m going to write about ABB strategy. But war has 

now started in Iraq, so fi rst I want to make sure that you 

know that we told the ABB people who worked in Iraq not 

to return after their year-end break. The safety of our people 

is a key concern, in and around all our operations. 

Once war ceases, we will help with reconstruction, if we’re 

asked to do so. 

Let me now turn to ABB, and to our future. It lies in our core 

businesses – getting more value out of what we know best. It 

lies in doing what we do best even better. 

We are waging an intense 18-month campaign to repair 

ABB’s fi nances, focus our portfolio through divestments 

and restore our competitiveness. But we must also use this 

period to shape ABB for 2005 and beyond – so that once 

again we can actively lead industry developments. For that, 

we need a clear strategy. 

The strategy starts with a broad idea – focus on the core and 

blossom from the core. It offers guidance and direction. It 
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must be externally focused: what do our customers rely on 

ABB for? Strategy also means taking certain risks to counter 

the biggest risk of all – standing still. 

What is our strategy for profi table growth over the next 10 

years? We will use this year to fi nd the answer. Here is how: 

Strategy formulation is the duty of the Board of Directors, 

under Swiss corporate law. So, as chairman of the board, I 

recently initiated a strategy review, which will unfold at three 

different levels. 

It will remain a central issue for the board. At the Annual 

General Meeting of shareholders on May 16, we will propose 

the election of two new members – two experienced indus-

trialists – in addition to our current directors. And after the 

shareholders meeting, the board will create a new strategy 

committee. 

I’m also driving this strategy project at the group manage-

ment level, together with my colleagues on the Executive 

Committee. 

At the market level, top managers from Zurich and around 

the world are involved – from growth markets such as China 

and India, as well as mature markets like the U.S. and Ger-

many, where we need to improve. 

Naturally, the project will build on our existing strategies, 

challenging them where necessary. At each level, we are sup-

ported by consultants from Bain & Company. 

Implementation will begin after the board members have 

formulated our future strategic road map, based on the stra-

tegic options put before them. 

Not one single strategic route, but alternative road maps. 

More roads than one lead into the future. In our unpredict-

able world, alternative strategic scenarios are a must. 

This week, we held a kick-off meeting with key managers, so 

I wanted to share our aspirations with you. I will continue to 
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keep you informed as we proceed. Let me now revisit some 

basic issues, so you can see why we embark on this project. 

ABB is a technology-based provider of power and automa-

tion products, systems, solutions and services to utilities and 

industry. 

Our core strengths rest on three pillars – technology lead-

ership, a pioneering spirit, and a sustainable approach to 

business, possible because we are at home where we do 

business. In other words: strong technologies, strong market 

presence, strong people. 

But despite our leadership in power technologies and auto-

mation technologies, our core businesses do not achieve the 

operating margins of our best competitors. Why? 

Are we in the right sections of the right markets? What are 

the right markets? Should we concentrate on solutions 

and service or on products and systems, or on all? Do we 

have too many factories, or too few, or in the wrong places? 

Where are the future key value-adding technologies? Do we 

have access to them? Do we shape them? 

Are our businesses linked logically, or strung together based 

on our historical development? Where will our customers 

invest? How are their value chains developing? Beyond mar-

ket share, where does profi table growth come from? 

As you can see, the strategy review will look at our busi-

ness beyond organizational or geographical boundaries – at 

customer needs, market dynamics, industry life cycles, com-

petitor dynamics, capabilities, technology and value chain. 

It would be arrogant – even foolish – to think that anyone 

holds the answers already, or that the choices we will make 

will be easy to implement. That’s where the proof of any 

good strategy lies; making change happen and making it 

stick. 
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Asking questions is always the best start. We approach this 

with open minds, from the outside in. 

Relatively few people will be involved in seeking the answers 

and plotting our future course. But everyone in ABB will feel 

the positive effects once our new strategy is acted on. This is 

an investment in our future. 
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safety first is part of our job 

March 28, 2003

In his letter this week, Jürgen Dormann reminds 
us that the safety of ABB employees and the 
people whose lives and businesses they touch is 
a vital part of our commitment to quality and reli-
ability. Serious accidents mostly happen because 
safety procedures are not followed, and that is 
not acceptable.

In our more than 500 manufacturing sites around the 

world, and in thousands of customer sites, ABB people 

and others work for our company and our customers. 

Some of the work can be hazardous, and risks are of course 

analyzed and minimized. 

As a company with more than a century of industrial experi-

ence with electricity, we have high safety standards. Safety 

forms part of our commitment to quality and reliability. It is 

essential to the integrity of our operations and to the trust 

our customers put in us as individuals, in ABB as a company 

and in ABB’s offerings. 

Against that background, it is diffi cult to understand why 

fatal accidents still occur. We have had fatalities in our opera-

tions in recent months. 

We all know that accidents can happen, despite precautions. 

But when they do – it is mostly because safety procedures 

are not followed. That is simply unacceptable. 
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So, even though we live with necessary pressures to improve 

productivity and lower throughput times, safety must come 

fi rst. Always. 

This focus on safety is particularly important in times of 

change. As we consolidate factories, move production lines 

and create new work routines – let’s make sure safety is built 

in. Always. 

If anybody thinks safety is expensive, think again. 

Taking care to protect people and the environment is part of 

our job. 

I’m thinking of the safety of our own people, and of the 

safety of the people whose lives and businesses we touch – 

suppliers, contractors, customers, and the general public. 

This view of safety is part of our company’s reason for being, 

since we help provide key essentials for a functioning soci-

ety: electricity, sanitation, and industrial production. 

Needless to say, ABB Group policies and standards are valid 

in every country. The implementation of health and safety 

measures is a leadership responsibility, globally and locally. 

Our sustainability controllers, working alongside our line 

managers at all levels, form a functional network which is of 

prime importance to our business. 

I trust that you all know our policies and rules, and how they 

apply to you and your work. Take the time to review them 

again, even if you know them by heart. 

Let’s try and ensure that we can live up to our health and 

safety commitment to ensure that there are no accidents, 

and no harm to people and the environment. 
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a strong focus is bringing results 

April 4, 2003

In his letter this week, Jürgen Dormann says sev-
eral large orders in the fi rst quarter show we have 
managed to keep a strong focus on the business 
in the midst of all the changes in the company. 
But the pressure on us to lower the cost base 
remains urgent.

Thanks for your letters. This is a busy and crucial period 

in our turnaround efforts and it is encouraging that you 

take the time to refl ect on key issues. 

You may have seen that we have booked a number of good 

orders in recent weeks, and more is in the pipeline. 

Our markets, too, are affected by the general economic cli-

mate, which has been weak for some time. 

But our customers continue to have needs that must be met, 

and we are there to meet those needs. 

At the same time, the uncertainties in the world mean 

that the pressure on us to lower our cost base remains 

unchanged – if anything it becomes even more urgent. 

The good news is that in the fi rst quarter, we are on track 

with our performance. That is the result of your work. You 

are keeping a strong focus on the business amid all the 

changes. 
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Furthermore, step by step we are implementing our plans to 

make sure that accountability and responsibility for the busi-

ness is moved into the divisions around the world. 

Group headquarters in Zurich and in the countries are 

becoming smaller – that process is ongoing as part of Step 

Change. 

It is important to realize that this doesn’t mean that we will 

become lax in how we guide and lead ABB. 

On the contrary, it means working more closely across our 

group. At a practical level, I can see this happening. We’re 

removing the barriers between our leadership teams. 

As you know, country and regional managers now form part 

of the divisional management teams. I sense a difference in 

spirit already. 

Likewise, our functional networks will also be more closely 

integrated with the business in the future. 

What does it take to make this lighter but well-connected 

structure a reality? It takes sharing. Sharing ideas, sharing 

information, sharing disagreements, sharing successes, and 

sharing challenges. 

The diffi culties we encounter are often assumptions we 

make about ourselves and about those around us. So per-

haps we should share those assumptions fi rst of all. 

We don’t have any time to lose. We must share, act and 

change ABB while making sure that we deliver on our busi-

ness targets. 
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we owe our customers quality

April 11, 2003

Customers expect quality at every step of the 
business relationship, Jürgen Dormann says in 
his letter this week. The cost of poor quality is 
too high to ignore, and the rewards of high quality 
are too great to lose. (Note: the next letter will be 
published on April 25.)

A sk fi ve experts to defi ne quality and you may well get 

six or seven answers, all equally valid. In ABB, we defi ne 

quality as anticipating, meeting or beating customer expecta-

tions through the entire business process. 

I have seen in your letters that some of you are concerned 

about slipping quality performance. I share your concern. 

And quality improvements, as all efforts in business, require 

trust and an open atmosphere where we can learn from mis-

takes. 

We measure the cost of poor quality, and today it is too high. 

We need pragmatic action to ensure that quality character-

izes all of our processes, from fi rst customer contacts to 

product development, manufacturing, and delivery and after-

sale services. 

It starts with our own working environments. Is the factory 

clean, safe and bright? Are the tools in the right place, so that 

you can concentrate on the work at hand? Or are our work-

places messy, distracting and dirty? 
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Some business areas already measure quality using a so-

called housekeeping index. This makes it easy to rapidly spot 

and improve weaknesses at very low cost, by measuring each 

process and providing feedback immediately. 

Detecting failures and correcting mistakes are the jobs of the 

responsible operator – at any level. Done right, we can learn 

and improve quickly. 

Improvement of quality goes hand in hand with short cycles, 

which are a key competitive edge. Short cycle times increase 

the repetition rate and thus shorten our learning cycles, 

enabling us to standardize good business and production 

processes. 

In ABB, we have a unique opportunity to capitalize on the 

size of our business, and some of our businesses are already 

well versed in this. Let us make sure we use their experience 

as we streamline our product portfolio. 

Can we not implement the focused factory and focused 

engineering concept in all our businesses, to ensure higher 

quality and improved profi tability? Of course we can. 

I don’t want to revisit the debate about which quality pro-

cesses and systems would best suit us in ABB. I rely on our 

business leaders and quality experts to fi nd the right tools 

for their processes. 

But we need you to support our quality experts and take 

action to improve. We owe it to our customers, and to our 

company’s reputation as a leading power and automation 

technology group. 
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read all about abb

April 25, 2003

ABB’s 2002 annual report offers shareholders 
more information than ever before and refl ects 
the company’s continuing commitment to greater 
transparency, Jürgen Dormann says in his letter 
this week.

Today we issued the 2002 annual report. It will be sent to 

our shareholders in the coming days, and this morning 

it was posted on our Web site. 

A couple of hours later our chief fi nancial offi cer Peter Voser 

held a telephone briefi ng with analysts and the media to dis-

cuss some of the highlights. 

Our 2002 annual report contains more information than ever 

before, refl ecting our moves towards greater transparency. 

The auditing process, completed recently, produced some 

changes to the unaudited annual results we announced at 

the press conference at the end of February. 

As several analysts said afterwards, the changes were minor 

– and did not alter the overall picture of our performance in 

2002. 

Nevertheless, I’d like to share some of the headline items 

directly with you, too. So what were they? 

Because of an amendment in the 2001 results of Swedish 

Export Credit, in which ABB holds 35 percent, ABB’s 2002 
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earnings before interest and taxes was slightly higher and the 

net loss slightly lower. 

Moreover, our cash fl ow was lower than reported in Febru-

ary, due to a change in how certain pension provisions are 

accounted for. 

In our daily business, we see continued progress in the core 

divisions. And I’ll share more refl ections on that next week, 

after we have published our fi rst-quarter results. 

Looking at the annual report, journalists took an interest 

in the corporate governance section, which disclosed the 

compensation to the Board of Directors and the Executive 

Committee members – also to those who left ABB in 2002. 

You can look up the compensation that the Board and EC 

received in 2002 in the report. 

Given our recent history, it is important that you understand 

what the other set of compensation fi gures shows. 

I’m referring to the close to 21 million Swiss francs paid to 

nine EC members, who left the company last year – salary, 

notice period pay and severance payments. 

This included 7.375 million Swiss francs to Jörgen Center-

man, who resigned in September. This comprised 2.625 

million Swiss francs in salary for 21 months, until the end 

of his notice period in September this year, 600,000 Swiss 

francs that remained of his 2001 bonus of 1.5 million francs, 

1.4 million in agreed bonus during the notice period, a 

special bonus agreed with the then CEO in 1999 of 750,000 

francs, and two million to settle his pension agreement. 

I also encourage you to read the rest of the report. And I 

hope analysts and journalists do, too. Our shareholders will 

certainly be interested. We will communicate directly with 

them on 16 May, when we have our annual general meeting. 
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The report shows once again that we are on the right track. 

As Peter and I state in our joint letter to shareholders, we 

started 2002 with a number of key challenges. 

Thanks to your hard work, dedication to your customers 

and your openness to deep and radical change in the way we 

work, we began key performance improvements. 

You know that we still have plenty of work ahead. 

We’re confi dent that we’ll put the asbestos issue behind us 

in the coming weeks. The court hearings in the U.S. began 

yesterday and will continue next Thursday and Friday. 

We will complete our divestments as planned and pay down 

debt – and we will signifi cantly lower our cost base. 

Our aim remains clear – to provide the fi nancial strength 

that the core businesses need to deliver value to customers 

and profi tability to our shareholders. 



102

it’s all about money

May 2, 2003

The publication of the fi rst quarter results this 
week showed ABB is on track and highlighted the 
key challenges: stabilizing cash fl ow and lowering 
the cost base. They are, says Jürgen Dormann, 
vital to maintaining ABB’s turnaround.

It was another week of steady progress, but also a week 

that clearly showed we have a lot of work to do in the 

next year or two. 

We delivered as promised in our fi rst quarter results, even 

though our cash fl ow must be stabilized. Cash fl ow stabiliza-

tion and the divestments are two key challenges in the near 

term. 

Why do I point to cash fl ow? And how is cash fl ow related to 

divesting Oil, Gas and Petrochemicals, and Building Systems, 

and other businesses that are for sale? 

It’s all about money. 

Our fi nances must be strengthened, so that we can stick to 

our road map and achieve our goal – steady growth based on 

profi table core businesses. 

Power Technologies and Automation Technologies are on 

track, and we need to pay down our debt – as planned – to 

keep ABB’s turnaround on track, too. 

Specialists are handling the divestments. But when it comes 

to stabilizing the cash fl ow, we can all contribute. I count on 
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you to make sure you know how to do that in your day-to-

day work. 

Moreover, we have to keep up the pace on lowering the cost 

base. In the Step Change tracking, we have now identifi ed 

projects that total more than 900 million dollars. 

As we fi nalized the project defi nitions, scope and total 

potential savings, we saw that we can aim higher than the 

800 million dollars that we promised last year. 

This is good news, because we need to go the extra distance, 

for two reasons: 

First, by stretching our savings goals, we put pressure on 

ourselves to deliver on our promises. As you know, the 

potential savings are identifi ed by those accountable for 

implementing them. 

Second, by sustainably lowering the cost base even further 

we will create foundations that will make our ABB even 

stronger in the years to come. 

We now also have another milestone in reach – the asbestos 

settlement. 

The hearings on the agreed settlement plan took place last 

Friday, yesterday and today. We remain confi dent that the 

plan will be approved. 

You have probably been just as puzzled as I have over the 

delays, but they are normal procedural delays. We will make 

sure you hear the news as soon as a ruling has been made. 

We would, of course, be delighted to be able to share a good 

outcome with shareholders at the annual general meeting 

on May 16. 

Another issue has come up in media reports in recent 

weeks. It’s about politics, and I want you to be informed. 

In January 2000, ABB announced a contract to deliver sys-

tems and equipment for two light-water reactor nuclear 
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power plants to two South Korean companies, which they in 

turn were to build in North Korea. 

The power plants, originally scheduled for completion in 

2007 and 2008, now fall under the auspices of BNFL (British 

Nuclear Fuels), which bought our nuclear power business. 

There has been ill-founded media criticism of two former 

ABB board members, Donald Rumsfeld, today U.S. Secretary 

of Defense, and Peter Sutherland, the chairman of BP, over 

this project. 

What the media doesn’t fully explain is that the project, 

which goes back to the mid-1990s, falls under inter-gov-

ernmental agreements that were initiated by the U.S. 

government. 

These agreements involve the governments of Japan and 

South Korea, as well as the European Union. Their aim is to 

make North Korea dismantle its existing nuclear power tech-

nology and replace it with proliferation-resistant light water 

reactors. 

That seems too complicated for the media, which criticizes 

our board, and ABB, without taking full note of the fact that 

this was an attempt by the involved governments to ensure 

that the Korean peninsula would be free of nuclear weapons. 

The ABB board of directors is routinely informed about large 

projects. The board was informed about this contract, even 

though no formal board approval would have been required 

in this case. 
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a week of progress on several fronts

May 9, 2003

In his weekly letter, Jürgen Dormann reviews 
progress in the Step Change program and identi-
fi es some signifi cant strategic decisions that have 
been announced in the past week.

Thanks for your letters – and special thanks to the many 

who have reinforced my commitment to lowering the 

cost base by more than the 800 million dollars that we origi-

nally promised when we launched Step Change last year. 

At the end of this month, our Step Change consultants 

Roland Berger wrap up their work with us – earlier than 

planned at fi rst. That doesn’t mean that lowering costs now 

has less priority. 

On the contrary. Achieving the savings goals as planned is 

crucial for our efforts to restore the fi nancial health of ABB, 

so we can further improve the competitiveness of our core 

businesses. 

The start of the Step Change process at once demonstrated 

the professionalism of the people of ABB. You ensured that 

savings projects were defi ned. You promptly set the imple-

mentation in motion. We have some way to go, but we’re on 

our way already – thanks to you. 

The positive initial drive of Step Change – and the results 

we saw already in the fi rst quarter – also show that even a 

company with broad experience like ABB can still learn in a 
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familiar area such as cost-cutting. As you know, it’s when you 

think that you know everything that you stop learning. 

So let’s keep up the momentum, and also acknowledge the 

expert guidance and at times diffi cult challenges provided by 

Roland Berger. 

You may also have seen progress on other fronts this week. 

The news I refer to belongs in a strategic context, and at 

the same time forms part of our efforts to ensure our future 

focus. 

We agreed to sell our manufacturing plant in Athens, Geor-

gia, in the United States to a company called Power Partners 

– with solid experience in effi cient manufacturing. 

Power Partners will continue the distribution transformer 

production in the plant. Through an exclusive sales and mar-

keting agreement, ABB will continue to nurture our position 

as power distribution market leader with the products from 

the Athens facility, as well as from our own three manufactur-

ing sites in the United States. 

This transaction shows a focused and at the same time fl ex-

ible approach to managing production. It is one of several 

ways of partnering, to fully utilize a mix of core skills along 

the value chain while ensuring that we make the most of 

hard-fought market positions. 

We also sold our stake in Sinopec, the Chinese petroleum 

and petrochemicals company. This is a part of our divest-

ment program. The original investment in Sinopec in 2000 

was a strategic move, as is the sale. 

Sinopec will continue to be a large customer for ABB, espe-

cially Automation Technologies. But since we are divesting 

the Oil, Gas and Petrochemicals division this year, we have 

no strategic reason for being directly involved. 

In a similar vein, the fi rst of our partial divestments in Build-

ing Systems has been announced. Downer EDI, an Australian 
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company, takes over the Building Systems business with the 

existing contracts in electrical contracting and facilities man-

agement work in Australia and Hong Kong. 

Once the asbestos plan has been approved, we can step up 

our divestment tempo. You may have seen, that due to the 

amount of information that must be processed, the judge 

added two more days for the hearing. That has no impact 

on our assessment. We remain convinced the plan will be 

approved. 

And little by little, as fi nancial markets see us at ABB ticking 

off our to-do list, they will acknowledge our progress. 
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restoring trust in abb

May 16, 2003

The annual general meeting of ABB shareholders 
provided an opportunity for Jürgen Dormann to 
describe the past year in detail to the “owners of 
the company.” In his weekly letter to employees, 
he describes what he had to tell shareholders 
about the core divisions, proposed divestments, 
asbestos and the future of the company.

Today we held our annual general meeting of sharehold-

ers. I shared with them, as I regularly do with you, our 

views on the challenges and opportunities ahead. 

Last year was tough, and we still have hurdles to overcome. 

You know the challenges – the asbestos issue, our liquidity 

and fi nancial fl exibility, our debts, our divestments of activi-

ties that no longer form part of our core business, and our 

high cost base. 

I also told our shareholders – the owners of our company – 

that we aim to return ABB to profi tability in 2003, and that I 

count on you to make this turnaround happen. 

It means hard work, but you have seen the results for the 

fi rst quarter, when we reported some progress. Now, the 

second quarter has started according to plan in our core 

businesses – so we can confi rm our targets. 

We expect a 7.1 percent margin for Automation Technologies 

in 2003, and a 7 percent margin in Power Technologies, even 

in a fl at market. 
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That gives me the confi dence to stick to an EBIT margin 

target for the ABB Group of 4 percent for 2003, although 

some activities such as Building Systems are not performing 

satisfactorily. 

I also told our shareholders that we are engaged in negotia-

tions with three buyers for our Oil, Gas and Petrochemicals 

division, and intend to conclude the divestment by the end 

of the year. 

It is clear that the timing of the sale of the division will in 

part depend on the resolution of the asbestos issue. 

Following the conclusion of the hearings this week, we 

expect the court decision to be made later this month. We 

are confi dent the plan will be approved. This lower court’s 

ruling will require the approval of a higher court to come 

into force. 

Asbestos cost us a lot. 

The settlement under the negotiated plan means an outlay 

for ABB of roughly US$ 1.3 billion. Between the time when 

we acquired Combustion Engineering in 1990, and the end 

of 2002, the asbestos settlements have cost around one bil-

lion dollars. 

So overall, the asbestos-related costs for the period 1990 to 

2003 will amount to US$ 2.3 billion. 

By openly addressing our challenges, and dealing with them 

one by one, we will regain the confi dence of the fi nancial 

markets. 

As I told our shareholders, it is both our shared objective 

and my personal goal to restore trust in ABB. 

As a company we are part of society, and in future ABB will 

continue to play its role as a modern, open enterprise as far 

as it is able. 
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In the 100 or more countries in which we operate, we act in 

a spirit of respect and openness within our company, with 

clients, authorities and the public. 

Trust will be restored through respect and openness, trans-

parency and a clear sense of responsibilities. In dealing with 

our business partners, our neighbors and with the societies 

where we operate. 

But it starts with us, within the company. That is another 

shared challenge for this year and the years to come. 



111

a broader focus brings rewards

May 23, 2003

In his letter this week, Jürgen Dormann reminds 
us that a narrow business focus can lead to lost 
opportunities. Our everyday business priorities 
need to be balanced with foresight and stamina.

You may have heard the saying, “the business of business 

is business.” 

In many ways, it is an apt expression, providing a focus on 

the competitive factors we can infl uence. But it is too nar-

row. And sooner or later, single-mindedness leads to a dead 

end. 

What do I mean? Let me take an example: If we made prof-

itability – a key goal, no doubt – ABB’s only objective, we 

would lose out on future-oriented research. 

And, just as bad, we would not move early into new markets, 

because immediate profi tability would suffer. 

At the same time, a narrow focus on the business does not 

make for political circumspection, or a sound balance of 

long-term and short-term considerations. 

As a company dealing with electricity infrastructures and 

basic industry needs, we need political foresight – and the 

stamina to remain for the long haul when we have entered 

new terrain. There are rewards for doing this. 

Let’s look at ABB’s early move into Eastern Europe. In 

Poland, today we manufacture a wide spectrum of our power 



112

technology products, and this week we offi cially inaugurated 

the Industrial IT-based factory in Lodz. 

So when Peter Smits met the Polish Prime Minister Leszek 

Miller earlier this month, the premier praised ABB’s invest-

ments in high-tech manufacturing in his country. 

Thanks to our presence, ABB is an attractive partner for the 

Polish government’s so-called off-set trade. This involves 

exports from Poland, which are part of contract conditions 

for large Polish government orders with Western defense 

contractors. 

If the business of ABB’s business had only been business, we 

would not have had the foresight to invest in Eastern Europe 

more than 10 years ago. 

One day, when the economy recovers in Russia, we will be 

in an excellent position there – thanks to our early entry and 

our staying power. 

Let’s look at another example. ABB’s country manager in 

Italy, Gian-Francesco Imperiali, was recently selected as the 

next president of ANIE, the Italian Federation for Electrical 

and Electronic Industries. 

In this role, which he will fulfi ll in addition to heading ABB 

in Italy, Gian-Francesco will bolster ABB’s image, but also be 

part of key standard setting in the electrical and automation 

fi elds. Again, an investment in the future. 

Every time ABB managers are part of offi cial trade delega-

tions, it is evidence of sound company policies that pay off 

in the long term. If we are seen as Polish in Poland, Italian in 

Italy and American in the U.S., etc., we have done our work 

well. 

In the arena where business meets politics, prudent fore-

sight must be our guide – and prior coordination between 

our business leaders and our functional experts is a must. 
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let’s stay focused on the turnaround

May 30, 2003

In his letter this week, Jürgen Dormann says the 
asbestos settlement and divestment talks are on 
track and in the hands of experts. ABB’s focus 
must be the ongoing business, keeping our costs 
down and our spirits up.

Thanks for your letters. Many of your responses show 

good insights into the external factors that affect our 

business where you work. 

I was also pleased to see you agree that we must treat each 

other and our stakeholders in a way that builds bridges, and 

not walls. Remain open and let us be guided by develop-

ments and changes in the market place. 

But in business, reading trends and relationships correctly is 

only one part of the mix. Another is the balance of risk and 

reward. They usually walk hand in hand. 

Without risk-taking – which for companies means investing 

time or money in new areas – there would be no electricity, 

no software, no steel, and no medicines. 

Such coupling of risk and reward is straightforward. A wise 

entrepreneur doesn’t bet the future of the company, the 

department or the project, when he or she takes a risk. 

As long as we stick to the fundamental principle that the 

marketplace guides us, even a crisis will provide oppor-

tunities. What some could perceive as a threat – a new 
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technology, changing legislation or new competitors – usu-

ally harbors opportunity. 

We must not shy away from disruptions and changes, but 

instead spot, seize and manage each such opportunity in 

smarter ways than our competitors. 

That’s how companies respond to market forces. That’s how 

we balance risks. 

What no one in business can accept is prolonged uncer-

tainty. Uncertainty is best dealt with as swiftly as possible. 

I’m thinking about the asbestos liability, of course, and how 

it defi nes the timetable for our turnaround efforts. 

After a fl ying start in drafting and agreeing upon the plan 

with the plaintiffs’ lawyers, we’re now waiting for what we 

are convinced will be a confi rmation by the courts of the 

agreed plan of reorganization of Combustion Engineering, 

which has received the overwhelming support of the asbes-

tos claimants. 

A positive ruling will, once and for all, remove the uncer-

tainty surrounding the asbestos liabilities for ABB. 

We accept that serious treatment of the issue by the court 

takes the time it takes. After 12 years and one billion dollars, 

we can wait a little longer. 

The important thing, and here comes my main point, is for 

all of us to remain focused on the turnaround of ABB. 

Our talks with the potential buyers of the Oil, Gas and 

Petrochemicals division continue – and the timing of the 

divestment is linked to the asbestos issue. 

The divestment process of the Building Systems businesses, 

and several remaining business portfolios in Financial Ser-

vices are also on track. 

Our legal experts will handle the asbestos issue. Our mergers 

and acquisitions experts will handle the divestments. 
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You and I must look after the ongoing business. That’s our 

job. And we are doing well. 

We see that in how the core divisions continue to perform 

according to expectations. And in how the Step Change proj-

ects to lower the cost base remain on course and on target. 

Keeping a clear sense of direction is our shared respon-

sibility, working together to control the risks, exploit the 

opportunities and create the rewards. 
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drawing a road map of the future

June 6, 2003

Jürgen Dormann talks about ABB’s ongoing strat-
egy review in his letter this week. What’s clear 
from the review process so far is there’s signifi -
cant potential to leverage the scale and scope 
of the business, exploiting our common roots in 
electricity and electronics to create profi table 
growth from the core.

Today I want to give you an update on the strategy review. 

As you know, we are looking at ways to ensure profi table 

growth in the future from our core power and automation tech-

nologies businesses. 

Up to now, we have gathered facts and done some initial analy-

sis. We have mapped our positions and matched them against 

the size and attractiveness of the markets. 

At an Executive Committee meeting this week, we looked at the 

strategy review. Our new board member, Louis Hughes, who 

leads the strategy committee on the board of directors, attended 

the EC meeting. Here is a report of what we have found so far. 

In the analysis, we looked at our growth potential in the light of 

our customers’ future needs and what our competitors offer. 

The review process will focus further on defi ning the best cus-

tomer segments for our key businesses, and on ABB’s ability to 

win within each segment. 

What are our main offerings going forward – and what are our 

most important markets? 
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Once we know our position, expressed in market share and 

potential profi tability, we will develop scenarios and assess the 

efforts, risks and potential rewards involved in pushing in cer-

tain directions. 

There is never just one road into the future, and that is why I 

talk about scenarios. 

The review is not fi nished yet. However, we already see – as you 

would expect given our common roots in electricity and elec-

tronics – signifi cant potential for greater synergies across the 

business. 

Raw materials, manufacturing, R&D, sales skills, technical know-

how, and customer base – these are just some of the business 

factors we have in common in ABB. 

What we haven’t done well in ABB is leverage our scale and 

scope. This is one of the reasons our cost base is too high, and 

our profi tability lower than most competitors. 

In the automation technologies businesses, we have a strong 

global position, but our competitiveness varies by region and 

products. 

Our market in automation technologies consists of two areas – 

electrical delivery and control, and manufacturing automation 

and control. In total, this is a US$ 160 billion market for prod-

ucts, system integration and service. 

Automation suppliers with a broad portfolio are less profi table. 

We see other variables in profi tability, too – such as products 

versus systems or the focus on distinct customer industries. 

What can we learn from our strongest competitors in automa-

tion? They share three characteristics – strong market leadership 

positions, a focused portfolio and strict cost management. 

In power technologies, we are in a US$ 150 billion market. As 

you know, ABB holds strong positions across all regions and all 

business areas. 



118

The global power technologies business has two competitive 

models – the global generalists, such as ABB, and regional or 

product specialists. 

In mature markets, replacement business is key for power tech-

nologies. In emerging markets, the expansion of the electricity 

supply is the main driver. 

A main challenge in power technologies is how to manage the 

business cycles by identifying attractive customer segments and 

markets. 

The strategy review will now further examine the competitive 

position of our power technologies business in terms of relative 

market shares. 

Which markets, and which offerings, hold the best potential for 

profi table growth? How can we win against the growing regional 

players? How can we gain more from our structural advantages – 

our size and speed? 

Overall, it is too early to draw any conclusions. The analysis will 

continue, and expand to look at the joint business landscape of 

both our core divisions. 

Many questions are still unanswered as we look at how to realize 

the full potential of ABB, as the power and automation technol-

ogy leader serving utilities and industry. 

Any strategy worth its salt must be detailed and fact-based. It 

must blend experience, wisdom and risk-taking. I will update 

you as we build our road map for a better future. 

Meanwhile, I rely on you to help get our business back into bet-

ter shape. 

Let’s work together to serve our customers, and take costs out. 

And let’s challenge any behavior that doesn’t belong in a respon-

sible, respectful, open and results-oriented business culture. 
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we shape the future together

June 13, 2003

This week in his letter, Jürgen Dormann writes 
about culture change within ABB, and the need to 
recognize that we all play on the same team. In a 
shifting business environment, ABB has only one 
future – the one we shape together.

Thanks for your letters. Your candor is refreshing, and I 

learn a lot more every week about ABB by reading your 

mail. You can understand why I don’t respond to you directly 

– it would not be possible. But I will continue to address 

your issues in my weekly letters.

Some of you have observed that we seem to focus on cutting 

costs in the Step Change program. You ask: what happened 

to culture change? I fi nd that question puzzling. Why?

I see culture change happening in many places in ABB, 

although I would like to see more.

The Step Change results to date by themselves represent 

culture change. We are ahead of our targets so far, and this is 

a break from our tradition of over-promising. The cost-lower-

ing actions are key, and I appreciate your commitment.

But let’s look at more examples. We created a forum to 

deal directly with the global-local debate. This was done by 

including country and region managers as well as division 

heads from large countries on the division and business area 

management teams.
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What was once a fruitless tug of war is becoming more 

cooperative. More will happen. We must ensure that more 

business experience from the markets – where our custom-

ers are – is present in our decision making at the global level.

I would like to share another example. It is from the United 

States, where the Executive Committee held meetings with 

our U.S. management group last week. 

We were impressed by the energy and focus of our U.S. team 

– which has embraced the challenges of Step Change and is 

now ahead of their plan for lowering costs.

The U.S. team is improving business performance, despite 

continued weakness in the market. They are aggressively 

addressing the shortfall resulting from weak market condi-

tions, and I am sure they will take any further actions needed 

to meet the business plan.

In our meetings, U.S. country manager Don Aiken and the 

whole U.S. team put the issues on the table and we tackled 

them one by one – sharing views and listening. Debating and 

reasoning. And agreeing on next steps.

That’s the way it should be, because we’re on the same 

team. ABB only has one future – the one we all shape 

together.

As we press ahead with Step Change, I hope everyone under-

stands that once we have taken the restructuring charges 

and met our 18-month cost-lowering targets, there will be no 

general ongoing restructuring charges. 

Business optimization must be part of our lives. Agreed 

targets and goals must include any costs needed to achieve 

them. Without that discipline, it simply becomes too easy to 

create a culture of continuing excuses. 

Market conditions will always shift, and real performance 

means cultivating the ability to adapt to these changes. It 
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means meeting commitments even when the wind is in your 

face, and you’re far from shore and low on fuel.

Is this one more example of culture change? It may well be, 

although my sense is that resilience is part of the ABB heri-

tage.

One external factor that business is grappling with these 

days is the strengthening euro, and the resulting weakness 

of the U.S. dollar.

Since we export out of the euro-zone, and therefore have 

a large cost base in euros, this is a clear disadvantage com-

pared to competitors with a cost base in dollars.

On the other hand, more than half of our sales are in 

Europe, so a strong euro is not only negative. 

Currency hedging and supply management – i.e. buying in 

the weaker dollar zone – will help offset some of our expo-

sure. But the strong euro will have an impact on our results. 

The answer is straightforward. We must manage that shift in 

conditions and meet our targets.
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safety first

June 20, 2003

Chairman and CEO Jürgen Dormann says too 
many people are losing their lives working with 
ABB. In today’s letter, he outlines a new structure 
for the company’s safety policy to crack down on 
unsafe work practices.

I’ve written to you about safety before. But I must repeat 

my message this week – our safety performance simply is 

not good enough! 

Since the beginning of the year, seven people have died in 

accidents related to our work. Four were ABB employees, 

one an ABB contractor and two were members of the public. 

Loss of life is never acceptable in business. Nothing can be so 

urgent that solid safety procedures are ignored. To quickly 

improve, we have set two organizational goals: 

■ All country organizations in ABB will have a defi ned 

organization, responsibilities and arrangements for 

the management of occupational health and safety by 

the end of 2003. 

■ All business units will have implemented the ABB 

occupational health and safety system by the end of 

2004. 

To ensure accountability and high-level safety performance, 

we will use the internationally recognized occupational 

health and safety standard OHSAS 18001. 
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Responsibilities will be clearly defi ned from top to bottom 

throughout ABB. 

The board of directors will be responsible for overseeing the 

achievement of the commitments of our two goals and the 

quality of the underlying policies. 

The executive committee is responsible for ensuring that the 

company has the organizational arrangements, competence 

and resources to achieve the commitments. 

Gary Steel, as the executive member in charge of Human 

resources, will be the executive committee’s champion for 

occupational health and safety. 

Peter Smits and Dinesh Paliwal will, as division managers, 

work with business area managers, country managers and 

local division managers to ensure that we have the right 

plans, procedures, competencies and resources. 

Occupational health and safety issues will become part of the 

business review processes of divisions and business areas, 

and Peter and Dinesh will conduct a performance review on 

this issue at least once a year in the respective divisions. 

The group function Sustainability affairs is responsible for 

promoting, coordinating, and for providing advice and guid-

ance. 

Country managers will ensure, across all business area 

units, training and awareness, the defi nition of local respon-

sibilities, standard performance measurements and the 

implementation of any needed improvements. 

Our policy on occupational health and safety has as its start-

ing point principle number fi ve in our Social policy, fi rst 

announced a couple of years ago. 

It says it is ABB policy “to provide a safe and healthy working 

environment at all sites and facilities and to take adequate 

steps to prevent accidents and injury to health arising out 

of the course of work by minimizing so far as is reasonably 
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practicable, the causes of hazards inherent in the working 

environment.” 

We have translated this into eight occupational health and 

safety expectations, and you will hear much more about this 

in the future. 

The expectations address leadership and accountability; how 

to manage health and safety risks; how to protect, involve 

and train our own people, contractors and other business 

partners; how to manage change safely; our process for 

potential emergencies; accident analysis and prevention; and 

our procedures for management review and reporting. 

I count on your support, so we can implement this program 

and improve our health and safety record. It is our shared 

responsibility. 
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a giant step forward

June 27, 2003

This week in his letter, Jürgen Dormann puts into 
context the news of the court ruling on ABB’s plan 
to settle asbestos liabilities. It is a real break-
through, he says, but we must wait a while yet 
before popping the champagne corks.

You will have seen the giant step forward we took this 

week on our road to recovery. I’m referring to the court 

ruling on the plan for settling the asbestos liabilities. 

Approved by 98 percent of the claimants, the plan received 

the court’s endorsement, provided we submit two more 

items of information. That presents no problem. 

So, we are now only steps away from closing this painful 

chapter. We said in our media statement that this is “good 

news.” That is a real understatement. 

We didn’t want to pop champagne corks before the race is 

truly over. But you should know that this is actually great 

news. It is a real breakthrough. 

Some weeks will go by before the judicial process runs its 

course, and we may have surprises. But, after analyzing the 

ruling with our legal team, let me twist a well-worn phrase: 

this is not just light at the end of the tunnel, this is the end 

of the tunnel. 

The media commentary, by both journalists and analysts, 

refl ects growing, broad realization that this grave threat 

against our future is about to be dispersed. 



126

According to the Financial Times, analysts agreed that the 

ruling was “a signifi cant step in removing the uncertainty 

surrounding ABB’s asbestos exposure, which had brought 

the group to the brink of fi nancial collapse.” 

The FT quoted Morgan Stanley analyst Ben Uglow as saying 

“this is a landmark deal which many people did not believe 

was possible a few months ago.” 

Analyst Alex Migliorini of Pictet pointed out to the BBC that 

“all objections related to the bulk of the lawsuit have been 

overruled” by the court. 

And experts who earlier stated that a settlement would cost 

at least 3 billion dollars now accept the validity of the fore-

seen settlement fi gure, around 1.3 billion dollars. It’s still a 

lot of money, but it is a lot less than the doomsday predic-

tions. 

That’s the great news. The good news is that our turnaround 

is on track. And the asbestos settlement, when it is fi nal, will 

open the way for the next major step – the sale of the Oil, 

Gas and Petrochemicals division (OGP). 

The divestments – of OGP, our Building Systems businesses 

and remaining parts of the fi nancial portfolio – will allow us 

to pay down our debt. And we will continue to lower the 

cost base, focusing our energies on further improving our 

core businesses. 

Come to think of it, this positive momentum and the clear 

view of the road ahead itself provide reasons enough for 

feeling good, even though hard work remains. 

So, let’s agree to put some champagne on ice. And let’s con-

tinue our efforts to make our ABB great again, while we wait 

for the right moment to pop the corks. 
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focus on facts and ignore the fiction

July 4, 2003

In this week’s letter, Jürgen Dormann weighs the 
encouraging facts about ABB’s recovery against 
discouraging news reports and volatile stock mar-
kets. His message: don’t be distracted by market 
reactions and vapors coming out of rumor mills 
– stay confi dent with the facts.

Thanks for your letters. Today, I’d like to share some 

thoughts with you about confi dence. Confi dence is 

earned. It comes from staying on track, keeping a steady 

course, doing what we say and delivering on our promises.

But fi rst, the latest update on asbestos. The bankruptcy 

court judge promptly received the information she sought 

from us, and has set a fi nal date for input from involved par-

ties. The district court judge has also set a fast-track schedule 

for the next stage proceedings, which is very good news. 

So we’re steadily moving forward. In fact, we are making 

more progress than anyone could have imagined six months 

ago. Let’s keep that in mind when skeptics talk about delays. 

But, also leave the champagne on ice. It’ll be a few weeks 

yet.

Today, we communicated another milestone, the fi rst big 

divestment as part of the plan to sell the former Building 

Systems business area, now in our non-core activities. 

We are selling the Building Systems business in Sweden, 

Norway, Denmark, Finland, including Russia and the Baltic 
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states, to YIT Corporation of Helsinki. These businesses, 

which employ some 9,000 people in more than 100 loca-

tions, reported revenues of about US$ 1.1 billion in 2002. 

Despite such good news, fi nancial markets need to be con-

stantly reassured that we remain on track. This week we saw 

how volatile market sentiment can be. A routine document 

containing no new fi nancial information created waves.

On Monday, the last day of June, we fi led the so-called 20-F. 

This is our fi nancial report to the U.S. Securities and 

Exchange Commission (SEC). It is an annual report the SEC 

requires from companies listed on U.S. stock exchanges. 

As I said, the report contained no fi nancial information that 

we had not already shared widely, most lately in some detail 

at the shareholders meeting in May. 

You know it by heart now. A solution on asbestos is key. It 

will make it easier to divest the Oil, Gas and Petrochemicals 

division. We need those proceeds to pay down our debt. At 

the same time, our core businesses must grow profi tably and 

produce sound margins. We are lowering our cost base. On 

all these fronts, we are on track.

But the transparent reporting style of the 20-F – which lists 

the risks a company faces, or could face – is new to most 

European journalists. This helped set rumors in motion.

One newspaper, which took a single fact totally out of con-

text, said ABB’s existence could be threatened. Copied by 

other media outlets across borders and time zones, this 

report caused nervous ripples in the stock markets.

The share price came under pressure – even though leading 

fi nancial analysts, who understand the 20-F, also said in the 

media that it contained no new information. Go fi gure.

We seen this before, and does it really matter? 

It does, and I’ll tell you why. Such reports cause loss of confi -

dence among customers and distract our own people. Most 



129

people believe newspapers – although you wonder why 

sometimes. 

Interestingly, there are also real indications of greater confi -

dence in ABB in the fi nancial markets.

While our share price goes up and down almost daily, the 

prices of the ABB bonds seem to steadily improve. At a par 

value of 100 Swiss francs, one of them was priced at 73 francs 

at the beginning of the year, with a yield of 19.2.

That means that it was seen as a high-risk investment at the 

time (and thus cheap at 73 francs), with 19.2 francs a high 

yield for anyone risking this investment. 

At the end of June, this bond cost more than the par value of 

100 francs. The yield stood 10.50 francs. And here’s the good 

news – the high price indicates that most of the perceived 

risk is gone, so this less risky investment has a lower yield.

Why am I going over these phenomena? To me, it is impor-

tant that you remain confi dent and don’t get distracted 

by the “surround sound” accompanying us on the road to 

recovery. Your confi dence builds more confi dence inside and 

outside ABB.

You can be sure that we would inform openly and broadly in 

case we had a major negative – or positive – development of 

any kind. So let’s not be discouraged by the rumor mill.

Also, steadily building confi dence in wider circles is key. 

Most of you have a direct infl uence on how we are seen by 

our customers. Your contribution is delivering the promises 

we made to them. That way, we make sure they know that 

ABB is on track. 
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the first hurdle cleared

July 11, 2003

This week, Jürgen Dormann writes about ABB’s 
court-approved plan to settle the asbestos issue. 
It is a major breakthrough that sets us on the road 
to recovery, but we still must walk down that road, 
and there is hard work ahead.

Thanks for your letters. I see strong resolve in your sug-

gestions, feedback and questions. That’s as it should 

be – especially on a day like this, after we just cleared a key 

hurdle on our road to recovery. I refer to the bankruptcy 

court ruling on asbestos. This great news will support our 

efforts to turn around ABB.

Let me summarize what happened and what will hap-

pen next. The bankruptcy court judge recommended the 

approval of the negotiated plan to settle the asbestos issue. 

Now the case moves to the district court, where the presid-

ing judge has put it on a fast track. 

It will take three weeks or so before we have that ruling, and 

then there is a 30-day appeals period. 

But the essence of this week’s court order should be well 

understood. We have made great strides towards putting the 

asbestos issue behind us. 

We are on our way to a good solution. With the bankruptcy 

court ruling behind us, we can proceed with other elements 

of our recovery plan, since the court order removed much 

uncertainty. 
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So let’s spread the news. Let your families and our custom-

ers know what this means. It means that ABB, marked by the 

resolve I see in your letters, is on its way back to fi nancial 

health and stability.

Look at a comment from Standard & Poor's – one of the two 

main credit rating institutes: “The positive ruling is a major 

breakthrough in ABB’s efforts to end asbestos-related litiga-

tion against the group.”

S&P also notes that we made good progress on small and 

mid-size divestments, such as the sale of the Nordic Build-

ing Systems business, adding that the court ruling is now 

expected “to accelerate the group’s disposal program.”

How true. The ruling will certainly help facilitate the divest-

ment of the Oil, Gas and Petrochemicals division. That sale, 

in turn, is key to cutting our debt.

But you know as well as I do that a lot of hard work still lies 

ahead. If we imagine ourselves in mid-2004, with all having 

gone according to plan – we will still have challenges aplenty. 

First and foremost we must secure profi table growth in our 

core businesses, with higher margins and lower costs. We 

must ensure stable cash fl ow. The list could be made longer. 

You all know the milestones along the road ahead.

But here comes more good news. Once we’ve settled the 

asbestos issue, made the divestments and lowered our debt, 

our challenges will be within areas where we are in control – 

and where ABB’s core competencies lie. 

So let’s make sure we get into that position, as soon as pos-

sible. I count on you to make it happen.
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developing innovative technology is crucial 
for our future

July 18, 2003

Harnessing ABB’s strengths in technology and 
research and development to customers’ busi-
ness needs is crucial. In this week’s letter, Jürgen 
Dormann looks at some of our recent technology 
innovations, and underlines the importance of 
R&D to our future.

In a technology-based company like ABB, technology is 

mission-critical. For our customers and ABB, business-

driven R&D means that we make the most of what we know 

– and that we always keep learning. 

At mid-year, I asked our technology leaders in Group R&D 

and the two core divisions to share some insights into 

important ABB technology developments. 

So, what are we doing in R&D and technology that will put a 

smile on our customers’ faces? How do we harness technol-

ogy to help them stay more competitive? 

Overall, our job is to ensure that customers can optimize the 

output from existing power grids, plants, systems and equip-

ment – and at the same time gain from leapfrog innovations. 

And there is good news to share.

Despite our challenges, we have remained focused on 

research and development, because it is how we can defend 

our leadership in power and automation technologies. 
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Our future depends on ensuring a steady stream of useful 

innovation, fl owing from our labs to the business. 

Staying ahead in technology areas that are key to utilities 

and industry is a cornerstone in our strategy. Long-term, 

our profi t growth will depend mainly on our ability to earn 

higher margins by adding more value for our customers. And 

technology plays a major role. 

So, let’s look at a sample of ABB innovations.

In generator circuit breakers, our technology lead is so big 

that even our competitors buy our equipment to protect 

their power plants. HECS, our new modular generator cir-

cuit breaker, will help us defend our already hefty 70-percent 

market share.

In Group R&D, we developed a novel epoxy material for 

insulation. This invention, possible thanks to a deep under-

standing of material chemistry, cuts curing time. This has 

resulted in faster production cycles at the ABB plant in Ratin-

gen, Germany, where the insulator is used for embedded 

medium-voltage breaker poles.

The ABB Ratingen factory has now been equipped with an 

Industrial IT (IIT) production management system. By load-

ing production settings and connecting the factory fl oor 

with the enterprise management systems in real time, we 

gain fl exibility in the factory process when production plans 

change. 

For ABB, such use of IIT is a major step towards further 

exploiting the scale potential that we have as the biggest pro-

ducer of power technologies.

It was also thanks to Industrial IT that we won an eight-year 

frame agreement with Total Fina Elf in France in April for 

an automation system to link the customer’s terminals and 

refi nery off-sites in eight European countries.



134

The IIT-based Terminal Automation System integrates ABB 

products such as drives and electricity installations with non-

ABB products such as identifi cation systems, and equipment 

for level sensing and tank gauging.

At the end of May, our award-winning wireless proximity 

switch was put in routine industrial operation, as part of a 

production line at ABB Stotz Kontakt in Heidelberg.

Since the end of June, the new drive series ACS800 is com-

plete – half the size of its predecessors, with everything that 

is needed inside the drive in all powers and sizes. 

Customers save space, get higher quality, better uptime and 

easier maintenance. Our production costs sink, and our fac-

tory output increases.

These were just a few examples of how we help our custom-

ers increase effi ciency and improve quality, and how we 

support their efforts to save cost, time, space and energy, 

and cut emissions and waste. 

Focusing our activities on two core businesses also means 

more focused R&D – as we map our customers’ technology 

needs and explore alternative scenarios. 

But after a century of steady development from the basic 

uses of electricity to the most refi ned deployment of elec-

tronics, we may see discontinuities ahead. What could they 

be, and where would they lead us? 

We don’t have the answer. But, we will ensure that we retain 

the competence to engineer solutions for tomorrow’s chal-

lenges, too.
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open up! 

July 25, 2003

Greater openness in all areas of the company is 
key to moving the business forward and bringing 
about lasting culture change. In his weekly letter, 
Jürgen Dormann says openness needs to spread 
faster throughout the organization, and that too 
many managers appear unwilling or unable to 
participate in open challenges of our culture.

Thanks for your feedback. It is good to see your interest 

in innovation, and the role of technology. 

As you know, on Tuesday we will publish our results for the 

second quarter. You will understand that I can’t share the 

actual report yet. But I want you to know that our recovery 

plans remain on track. Your efforts are helping to ensure 

steady progress. 

Today, I’d like to take up a key topic, linked to our Step 

Change initiative to lower the cost base and change the cul-

ture in ABB. The cost saving projects are also well on track. 

But I need your help with the other side of Step Change. 

We must go beyond the numbers, and work on some real 

changes in the ABB culture. 

The way to start is to ensure greater openness. This is essen-

tial in order for us to realize our company’s potential in the 

markets and start off a virtuous circle of constant improve-

ments. 
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My colleagues on the executive committee and myself are 

trying to create a working environment where all issues are 

brought up for discussion – on our organization, our prod-

ucts, our projects, on any aspects of your business life. 

We need to fi nd ways to make this openness spread faster 

through the organization. There is probably no single 

change that would have a greater effect than more openness. 

So why isn’t it happening? When I travel around the world 

and talk to ABB people, I see that many of you realize 

that we are trying to engage in a real challenge on how to 

improve our ABB. 

But our hierarchy is still too deep. Too many ABB managers 

appear to be unwilling or unable to participate in open chal-

lenges of our culture. And that’s where the openness would 

need to start. 

By culture I simply mean “the way we do things around 

here.” Nothing fancy. 

I know from your input, and from my meetings with ABB 

colleagues – from the corner offi ces to the shop fl oors – 

that the people of ABB know our company’s strong and 

weak points. 

We must pool those insights, look at the causes, fi nd solu-

tions and put the knowledge to work, in our own units and 

across our business. Such open exchanges would allow us to 

benefi t more – and faster – from what we are already good 

at. It would also enable us to address our weaknesses. 

So, as we proceed with our recovery plan, I count on you to 

help open up ABB. It’ll be an even better company when we 

succeed. The sooner the better. 
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keep up the momentum

July 31, 2003

The second quarter results published this week, 
and the media and fi nancial markets’ reaction, are 
further evidence that ABB is building momentum. 
In his weekly letter, Jürgen Dormann says employ-
ees should feel proud of their achievements in 
the second quarter, and attack the challenges 
ahead.

Last week’s appeal for openness seems to have struck a 

chord. Together, we will open up ABB. It can’t happen 

overnight, but with your support, I’m sure it will happen. 

I’d like you to know that I will not write weekly letters in 

August. You will still hear from me if we have news to share. 

I do enjoy communicating with you, and learn a lot every 

week from your inputs. But now, I feel it is appropriate to 

take a short pause. 

But before I do, I’d like to start with a big thanks to all of 

you! You have every reason to be proud of our second quar-

ter efforts, refl ected in the results we published on Tuesday. 

The core divisions increased earnings and margins, and we 

held revenues steady in a tough market. We lowered costs, 

and operating cash fl ow was strong. We’re not out of the 

woods yet, but as our results showed, we are well underway. 

Moreover, the tempo is right. The reaction in the media and 

the fi nancial markets show they are beginning to recognize 

that we have mapped a prudent route. 
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Now, for the fi rst time in a long time, we have positive 

momentum. Look at the share price, which refl ects how 

investors view our future earnings power. 

Everybody’s best efforts are needed to build on this momen-

tum. Like Tour de France riders climbing decisive mountain 

stages, the longer we go and the higher we climb, the 

tougher it gets. And the more we will need a real team effort 

to keep up our speed. 

We have some steep passages ahead yet. A fi nal asbestos 

ruling is still pending. This infl uences the timing of our 

divestment of Oil, Gas and Petrochemicals. That will shape 

our ability to pay down our debt. 

We’ll reach our targets, and some time in mid-2004, the 

new ABB will again begin to actively shape the future of our 

industry. En route, let us not forget profi tability. 

The results show that it costs money to focus our portfolio, 

fi x loss-makers, reshape our corporate organizations and 

transform ABB into a profi table winner. 

With Step Change, we will lower our cost base by at least 900 

million dollars by mid- 2004. Once back on top, we can only 

stay ahead if our costs stay low. 

All our actions aim at ensuring one specifi c aim: further 

improving our core divisions’ performance. Power and auto-

mation technologies are the future ABB. 

And power and automation technologies build our future, 

based on the knowledge that success comes from continu-

ously becoming even better at what we do best.
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encouraging signs

August 22, 2003

The normally quiet summer period has been 
marked by a series of developments for ABB. 
Resuming his weekly letters after a brief inter-
val, Jürgen Dormann says there have been many 
encouraging signs, including increasing acknowl-
edgement from the outside that ABB is delivering 
on its promises.

Since August this year has not turned out to be the quiet 

summer month it normally is, today I want update you 

on the main developments of the past few weeks. 

There have been many encouraging signs, starting with the 

second-quarter results. Financial analysts and markets show 

renewed confi dence in ABB, and recognize our efforts to 

focus on our core strengths, improve the balance sheet and 

reduce debt. 

An example is Deutsche Bank – one of our sternest critics in 

the past. This week the bank gave a generally upbeat assess-

ment about ABB, and nearly doubled its share price target. 

It said the second quarter results “provided strong evidence 

that ABB is managing to raise operating margins, and is also 

tackling excessive central costs.” 

The recent sharp rise in the share price refl ects growing 

acknowledgement that we are delivering on our promises. 

Even though our markets are not helping much, there are 

good grounds for this cautious optimism – and new business 

needs are created daily. 
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The massive blackouts in the United States and Canada 

clearly revealed that utilities and local authorities have been 

under-investing in power infrastructure, and urgently need 

to upgrade their grids. This presents an opportunity for ABB 

to capitalize on our market leadership position in the U.S. 

Peter Smits and his colleagues reacted quickly, reminding 

customers and regulators about the strengths of our power 

technologies, our technical expertise, the speed of our man-

ufacturing and the reliability of our products. Turning this 

opportunity into orders is a top priority. 

One power-related item that didn’t hit the headlines in the 

U.S. this week was also signifi cant, revealing our success 

in gaining market share. Square D, a brand of Schneider 

Electric, said it would cease production of distribution trans-

formers and outsource all of its transformer needs. ABB has 

been chosen as the prime supplier of these products. 

These are just a few examples of the opportunities we cur-

rently see to strengthen our business. 

In the past weeks, there have been important developments 

on the asbestos issue. As you may recall, on July 31, a district 

court judge in the United States approved the plan of reor-

ganization for our U.S. subsidiary Combustion Engineering, 

which had been recommended for approval by a bankruptcy 

court three weeks earlier. 

And earlier this week, the third circuit court of appeals 

agreed to a fast-track hearing of appeals. 

These developments mark further major steps forward 

towards settling the asbestos issue, and many outside 

observers have now written off asbestos as a grave threat to 

ABB. 

But in the U.S. litigation system, there are still potential legal 

obstacles to overcome along the road towards a fair solution. 

I’m convinced we’ll get there this year, as we said when we 
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announced that we would seek an agreement with the claim-

ants. 

You may also have seen news reports in the past week that 

claim we are on the verge of divesting the Oil, Gas and Petro-

chemicals division. 

Under the stock exchange rules, I cannot disclose any new 

details, but let me say that negotiations with potential buyers 

are continuing. And I’m confi dent we will do what we set out 

to do – divest the division by the end of this year. 

As I have also made clear, we will examine different options 

for the division. This could include its divestment as a whole, 

or in parts. Our duty is to maximize our proceeds, and this is 

what we shall do. 

As you know, the proceeds from OGP, as well as other divest-

ments this year, will be used to reduce debt to our year-end 

target of US$ 6.5 billion. 

These then are some encouraging developments in the 

“quiet” summer period. There are still tough challenges 

ahead, but ABB is clearly heading in the right direction. 

I count on you to ensure that we all continue to deliver. 

There is no other way for our ABB to prosper and fully 

regain the respect that the company and our people 

deserve. 
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another step in the right direction

August 29, 2003

On Thursday, ABB issued a convertible bond 
to strengthen its fi nancial position and improve 
liquidity. In his weekly letter, Jürgen Dormann 
looks at the reasons behind the move, and says 
the strong response to the bond in the markets is 
another sign of renewed confi dence in ABB.

Last week I reported on the progress on resolving the 

asbestos issue, and on the ongoing negotiations to divest 

the Oil, Gas and Petrochemicals division. 

These are two of our main goals as we strengthen ABB and 

sharpen the focus on our core businesses. But they are by 

no means the only goals – stabilizing our fi nances is a cor-

nerstone in our turnaround plans. 

This week, we made an important move by launching a con-

vertible bond, which improves our liquidity. In the words 

of the Financial Times, it was “a vital step back to fi nancial 

health.” 

So why did we do it? And why now? 

In recent weeks, ever since our second-quarter results, mar-

ket sentiment towards ABB has improved. This is refl ected in 

more positive media reports and good reactions of fi nancial 

analysts to our results, and to developments on asbestos 

and the OGP sale. Importantly, this led to a signifi cant rise in 

share price. 



143

That created a good opportunity. By capitalizing on this 

positive mood, we seized on a good moment to increase 

our fi nancial fl exibility. Our shareholders gave us approval 

for such a move in May, when the annual general meeting 

approved an increase in contingent share capital via the 

exercise of a convertible bond. 

The bond issue was heavily over-subscribed by the end of 

the day’s trading on Thursday. This is yet another show of 

renewed confi dence in ABB, in the measures we are taking, 

and in our ability to deliver on our commitments. 

There were several reasons for issuing the convertible bond. 

We need to refi nance parts of the US$ 1.5 billion revolving 

credit facility we secured in mid-December last year, and the 

proceeds from the convertible bond will be used in part to 

this end. 

A key element of our fi nancial strategy is also to replace our 

short-term funding structure with longer-term debt. The 

convertible bond, maturing in 2010, is part of this strategy to 

put our fi nancing on a more fl exible and sustainable footing. 

Analysts also see the convertible bond as reducing liquidity 

concerns. Deutsche Bank, for example, said in a reaction to 

the news: 

“ABB had faced signifi cant bond maturities over the next six 

months and was dependent on short-term uncommitted 

facilities that could have been withdrawn at any time. The 

convertible substantially eliminates this concern.” 

As our chief fi nancial offi cer Peter Voser summed up: “By 

extending the maturity of our debt and further diversifying 

our capital structure, we gain greater fi nancial fl exibility and 

a stronger base for our core power and automation busi-

nesses.” 

The year is yet young, and I am confi dent we will “tick off ” 

other key issues, such as asbestos, the sale of OGP and other 

divestments, before year-end. 
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These measures, as well as the issuing of the convertible 

bond, are designed to ensure that ABB has a sound fi nancial 

and business base. 

Every secure home needs to be built on strong foundations. 

This week we have further strengthened the foundations 

of our common home – ABB. I thank you for your ongoing 

contributions. 
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charting the strategic road forward

September 5, 2003

A wide-ranging review of ABB strategy has been 
continuing, with consultations in recent weeks at 
different levels of the company. In his weekly let-
ter, Jürgen Dormann looks at some of the issues 
raised and discussed, and says the review shows 
that units need to improve their ability to work 
together.

During the summer months, we have pressed ahead with 

our global strategic review, looking at ways of increasing 

profi table growth in our core power and automation technology 

businesses. 

We are seeking to defi ne the best customer segments for our 

core businesses, and our ability to win within each segment. 

The process is driven by fundamental questions. 

How can we improve the way we work? How can we reach our 

leadership potential in markets where we are already strong? 

How can we improve in those markets where we are not strong 

enough? How can we position ourselves better with some of 

our products and markets, and capitalize on key competitive 

advantages, such as speed? 

In addition, we are examining what needs to get done to 

increase transparency between our units that collaborate on big-

ger projects, and how we can speed up our internal processes. 

The review is still ongoing, but there are a number of very posi-

tive indications I would like to share with you. 
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The way the review is being carried out has been very hearten-

ing. Working with an independent company, we conducted 

a deep analysis of our businesses, markets and our ability to 

capitalize on our strengths, at all levels – country, business area, 

regional, executive committee and board of directors. The 

teamwork is truly global. 

We started at country level. Previously such research had always 

started at business area level. The new approach proved benefi -

cial, drawing in another set of information and opinion. 

The fi ndings are highly informative and thought provoking. For 

example, our discussions with the board, both with individual 

members and the board’s strategy committee, resulted in great 

input from “outsiders” with strong business and industry back-

grounds. 

As part of the review, an extensive customer survey was carried 

out. The results confi rmed our image as a market leader. ABB’s 

quality, service and products are highly regarded by our utility 

and industry customers. 

The survey also confi rmed that the ABB brand is very strong, 

particularly in Europe and Asia. Now, we need to translate our 

customers’ appreciation into increased market share and profi t-

able growth, and improve in areas where we are not so strong. 

Two pieces of news this week showed how powerful the ABB 

brand can be. 

The Power Technologies division won a contract with a mid-

western utility in the United States that turned to us to act as 

an asset management consultant on ways of strengthening grid 

performance in the Ohio region, and to manage the utility’s 

transmission and distribution equipment, in the wake of the 

power outages in mid-August. 

My colleague Dinesh Paliwal this week visited a customer based 

in San Diego to confi rm a frame agreement. It was won against 

strong competition because of our brand quality. 
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Also as part of the strategy review, a benchmark of competitors 

was also carried out, raising question marks about our perfor-

mance in such areas as strategic cost management. This will be 

addressed. 

It is also clear there is potential for greater synergies across our 

businesses, in areas such as R&D, manufacturing, raw materials, 

sales and technical skills, and the customer base. 

We could identify signifi cant top and bottom line potential in 

our current businesses, allowing us to defi ne ambitious goals. 

All data has now been collected and we are examining the dif-

ferent scenarios in detail. We will conclude this before the end 

of the year. 

The current strategy is the correct one going forward, but it 

needs to be refi ned. Strategy never stops. There will be changes 

as a result of the strategy review, but they will be done in a well-

planned manner so as not to upset our business progress. 

We are talking about evolution, not revolution. The past year 

has shown that everyone, at all levels of ABB, is open and 

 prepared for change – when it is clear to our people what we 

are changing and why. 

The review also highlights that our units need to improve their 

ability to work together as one company, so that we can act with 

greater speed – especially on behalf of our large key customers 

that make up almost a third of our revenue. 

This, in turn, will require a greater degree of transparency on 

the true profi tability of our different activities. 

So, as you see, the strategy review will mean changes in our pro-

cesses – as we build a company that truly acts as one group. 

The bottom line is: we need aggressive profi table growth for a 

sustained recovery. I am confi dent we have suffi cient determi-

nation and fl exibility at all levels to achieve this. 
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strong principles equal strong business

September 12, 2003

Jürgen Dormann says responsibility, respect and 
resolve summarize the key business principles 
leaders need as they build value, leadership and 
performance into ABB.

In parallel with our strategy review, we are redefi ning the 

leadership behaviors we want in the new ABB. 

We have leaders at all levels – in the research labs, in our 

factories and offi ces, among our salespeople and in the staff 

functions. In my book, good leaders are characterized by 

competence, ambition and integrity. 

You need to be an expert in your fi eld to become a leader, 

and you need the will to win. At the same time, you need 

strong integrity to make sure that your ambition never pulls 

you into situations where you cross the line into question-

able behavior. 

This is where our business principles come in. Let me 

explain. 

Our new strategy, built on our strong core businesses, will 

create a new ABB around the three basic aspects making up 

a company – the portfolio, the business model and the busi-

ness principles, or fundamental values. 

The portfolio will be built on technology – our leading 

expertise in power and automation technologies for utilities 

and industries. 



149

The business model is how we want to interface with our 

customers, and organize ourselves most effi ciently in R&D, 

manufacturing, sales etc. These aspects are under review, as 

you know. 

Our new business principles are going to be launched soon. 

They are aimed at making clear how we relate to each other, 

to our customers and the world around us. 

The existing values – customer success, quality excellence, 

innovation, employee development, leadership and people 

management, increasing shareholder value, sustainability, 

group unity, results-oriented action, communicating and 

business ethics – will not disappear. Any business needs 

them. 

But they will be integrated into other elements in our 

governance system, such as our group directives, general 

management job descriptions and, eventually our perfor-

mance reviews. Why? Because they deal with the “musts” of 

leadership. 

Our business principles are taking a step further, looking at 

the “how”. 

My colleagues on the Executive Committee and I are con-

vinced that the business principles – and the people strategy 

which will accompany our new business strategy – are key 

to our success. We want to build a company that is values-

based, leadership-driven and performance-oriented. 

So, what are the business principles that describe the 

desired behavior needed to build such a company? We have 

summarized them in three words – responsibility, respect 

and resolve. 

We believe they express values that ensure that our leaders – 

at all levels in the company – direct their energy to the ben-

efi t of our customers, and the whole of ABB. 
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a plan for profitable growth

September 19, 2003

Profi table growth is key to ABB’s lasting success, 
Jürgen Dormann writes in his weekly letter. To get 
there, we must recognize our strengths, simplify 
the way we operate and make the most of oppor-
tunities in growth markets.

As we press ahead with our efforts to put ABB on a better 

course for the future, let us not forget the key to sus-

tained success – growth. 

We must, and we will, settle the asbestos issue once and for 

all. We will also make our planned divestments, and ensure a 

sound economic base for the company. 

But now, as the fi rst signs of a broader recovery are show-

ing up in the world economy, I would also like you to think 

about the next chapter. And that is profi table growth. 

Why is it important for a company to grow? I’ll share my view 

with you. In the next few years, I think we will see a change 

in how companies are perceived by the markets. 

I think that given sound fundamentals, which are a must, the 

ability to grow organically and profi tably will again be recog-

nized as a real measure of a company’s leadership, and the 

basis for its valuation in the markets. 

And here is the underlying reason for the strategic review of 

ABB’s portfolio. We want to create a high-growth strategy. 

How can we do this? 
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First, we need to know the areas where we have a technol-

ogy lead, high competence, and supreme quality. And, given 

that lead, where we can make greater profi ts. 

To arrive at that knowledge, we need to further increase 

transparency within our internal value chain. We must know 

where the true profi tability lies – so that we can match our 

best potential with the best market niches. 

And when we know, we will put our best efforts into those 

areas. I’m not talking about selling or closing down other 

businesses with lower margins or lower growth potentials. 

But I’m talking about clearly prioritizing businesses where 

we can grow profi tably. 

The future ABB is a power and automation technologies 

leader known for profi table growth. It is a transparent, 

defragmented and non-bureaucratic company with simple 

structures and processes, clear goals, direct accountability, 

open communications – and excellent cost management. 

There are already signs of better times ahead, all linked to 

growth. 

Peter Smits is just back from a trip to Russia where he 

attended the prime minister’s foreign investment advisory 

council, along with other industry leaders. 

He points to sustained double-digit revenue and EBIT mar-

gin growth in Russia, which takes its place beside other 

known growth areas – China, India and the Middle East. 

In Saudi Arabia, Power Technologies orders have grown by 

more than 30 percent so far this year, for the second year in 

a row – with substations, gas-insulated switchgear and cable 

orders worth more than US$ 400 million dollars. 

And in the USA, many electricity infrastructure projects that 

have been on hold for years are being scrutinized again – 

and increased investment levels are foreseen. 
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In Automation Technologies, Dinesh Paliwal says fi ve of the 

six business areas are growing double digit revenues. 

New division orders include a drives and process control 

system worth US$ 21 million dollars in the world’s largest 

stainless steel processing line in China, and US$ 85 million 

dollars worth of electrical and process control equipment for 

a petrochemical customer in Algeria. 

On the cost control side, our Step Change programs are on 

track. Together with selective acceptance of orders, we are 

better safeguarding our margins. 

And this is the route to growth – making the most of our 

opportunities, in growth markets like China and India, as 

well as changing our own way of doing things. 

That’s how we begin to position ABB for real growth. 
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corruption is not a harmless offense

September 26, 2003

Corruption is no longer tolerated in the world of 
international business, and this week Jürgen Dor-
mann asks us to review some comments on the 
subject from a Swiss newspaper editorial.

Today, I’d like to share a commentary from the Neue 

Zürcher Zeitung, the leading Swiss daily newspaper. 

Published this week, it was headlined: “Corruption – not a 

harmless offense.” 

“How corruption is dealt with has changed massively in the 

last ten years. 

“Even though bribery of offi cials has been outlawed for a 

long time, internationally a distinction was made between 

such acts that were committed in one’s own country (which 

was a criminal offense), or abroad (which was not a legal vio-

lation). 

“The latter was actually regarded as a necessary evil, part 

of the ‘ordre public’, and as a result in Switzerland the asso-

ciated costs were tax deductible. 

“This way of looking at things has changed, with the real-

ization that corruption undermines law and order, distorts 

access to public funding, enriches individuals and causes a 

loss of trust. 

“Add to this the waste of resources, the loss of confi dence by 

investors and the distortion of competition. 
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“Against this background, a new information brochure has 

been issued to inform Swiss companies how to act abroad. 

“But a brochure, however helpful it may be for companies, is 

not enough. The legislative branch is planning to do more. 

From October 1, legal entities (or fi rms) can now be brought 

to court on corruption charges – and that also applies to 

Swiss companies bribing foreign offi cials. 

“A gap that remains to be closed concerns the bribery of 

individuals – which will require a legal redefi nition of this as 

a criminal offense. The question is, what stopped the legisla-

tive branch from issuing a law closing this gap already with 

its fi rst revision.” 

As you can see, Swiss law now refl ects the modern view of 

business, that bribery and corruption are unacceptable busi-

ness practices. That is, of course, ABB’s view as well. The 

highest standards of business ethics and integrity are what 

make us credible as a company, and these are key to our 

reputation in the world’s marketplaces. 

The smallest infraction is a serious blow to our reputation. 
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assuming our responsibilities to society

October 3, 2003

ABB – like other major companies – is taking on 
an increasingly important role in societies around 
the globalized business world. The company’s 
integrity is key. In a review of the current “balance 
of power” between governments, companies and 
non-governmental organizations, Jürgen Dormann 
argues that NGOs also need to be made more 
accountable.

Thanks for your response to my letter last week about 

business ethics, and for your support of our zero-toler-

ance policy towards any unethical practices. As you know, we 

have policies governing ethical behavior. I trust you will help 

ensure they are upheld. 

It comes back to one central insight – the integrity of our 

company rests on our own honesty and accountability. This 

will determine how we interact in our teams and business 

units, with employees, suppliers, customers, media, fi nancial 

markets, civil authorities and non-governmental organiza-

tions. 

Companies are social institutions, too. We can only prosper if 

our integrity is safeguarded. Otherwise, other players in soci-

ety will not respect us or listen to us. 

Long-term success comes from balancing economic, envi-

ronmental and societal needs in a sustainable way. It has 

always been that way. But in recent years, the spotlight has 

shifted, and demands on major corporations have changed. 
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Today, I’d like to look at those shifts. It is globalization that 

is changing the rules of the game. In the open, global econ-

omy, companies like ABB at times have a greater impact than 

governments – and new powers have emerged in parallel. 

In some parts of the world, large corporations assume 

responsibilities that used to be the task of governments – 

in the well-being of people and the environment. That has 

created new responsibilities. 

This shift leads to changes in power. Self-appointed groups, 

non-governmental organizations or NGOs, which mostly 

rally around single concerns, have become more important 

political players. 

Their campaigns have great impact on the policies and prac-

tices of governments and international institutions. And any 

company targeted by an NGO will face pressure to change. 

This is not really a problem – unless the NGOs abuse their 

positions. 

To the contrary, it is useful to explore varying views on key 

issues such as climate change or how to combat the spread 

of HIV/Aids. For companies, it never hurts to be challenged, 

like we have been over projects that impact on the environ-

ment. 

But the NGOs have become infl uential partners to inter-

national institutions such as the United Nations and the 

European Union. And in that role, the problem with the 

NGOs is that they are accountable to no one. 

So when NGOs helped derail the World Trade Organization 

talks in Cancun recently, governments trying to foster eco-

nomic development had no recourse. 

I have no doubt that the power pendulum will swing again. 

It is important that a sound equilibrium is maintained in 

society. All we can do is help safeguard the integrity that all 

institutions in society need – governments, companies and 

NGOs. 
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abb is back!

October 10, 2003

In a variety of ABB businesses and countries, a 
clear message is emerging: ABB is back. In his 
weekly letter, Jürgen Dormann looks at the prog-
ress that has been made over the past year, and 
the increasing interest being shown in our technol-
ogy, products, market positions and know-how.

Business is like a wheelbarrow. Nothing ever happens until 

you start pushing. If we take stock of our situation in ABB 

today, it seems to me that we have done a lot of good pushing 

together in the past year. 

This is also increasingly recognized by many of those whose 

views, ideas and goodwill help shape our success – customers, 

employees, suppliers, shareholders and bondholders, politi-

cians and the media. 

Take this week. In the European business media, we saw sto-

ries about ABB in Finland, and about our global business there, 

such as turbochargers and the ABB azipod propulsion system 

for ships, and motors and drives. 

Dinesh Paliwal, who together with our Finnish management 

took part in the media work – summed up our situation well: 

“ABB is back.” 

That was the message the journalists took away for their 

readers, along with good impressions of some leading ABB 

technologies. Flying the fl ag is part of our work. And when we 
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get it right, we fi nd words that encapsulate an emerging mood 

– and that in turn helps shape a new reality. 

Recent media commentaries and analysts’ reports refl ect what 

all of us in ABB have achieved in a year. As a result, we fi nd 

more interest in our products, our technology, our know-how, 

our market positions, as well as in our expertise and advice. 

Peter Smits and his teams are capturing this interest as they 

explore business openings created by the recent blackouts, 

steadily making the point that no society can function well 

without a decent electricity infrastructure. 

That’s where our advice is essential, spreading know-how to 

those who defi ne future investment needs. In the U.S., one of 

our senior managers, Douglas Voda, this week talked to a con-

gressional subcommittee about technologies that can protect 

the grid. 

Starting with Wide Area Monitoring Systems to track possible 

instabilities in the grid, he also outlined the role of HVDC tech-

nologies, FACTS devices, gas-insulated substations and how to 

extend the life of installed grid equipment. 

He also stressed that deregulation must include certain reli-

ability and quality requirements, an argument we have made 

in the ongoing deregulation process in the U.S., Europe and 

elsewhere. Now, after the blackouts, more people are listening. 

I want to mention one more person fl ying the ABB fl ag before 

I set out with Dinesh, Peter Smits, Gary Steel, and Peter Voser 

to North America, where we will have business reviews with 

our management next week. 

Bernhard Jucker, our country manager in Germany, was part 

of an offi cial German delegation visiting Saudi Arabia with the 

German Chancellor Gerhard Schröder. 

So, ABB is back. And we are, thanks to those I have mentioned 

here, but also thanks to all of you. So keep pushing the wheel-

barrow. 
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walking the talk at headquarters

October 17, 2003

The Step Change program being implemented 
around the ABB world is also very much a fact of 
life at Group headquarters in Zurich. In his weekly 
letter, Jürgen Dormann says that – apart from cost 
savings measures – he is also seeing signs of a 
change in culture.

A s I arrive at work at our Zurich headquarters each day, I 

see change at work in ABB. 

We recently moved from the red brick building that housed 

ABB’s headquarters. The new, glass-fronted building next 

door – our new “home” – stands for greater openness and 

working together much more closely, across divisions, disci-

plines and cultures. 

The consolidation that we are seeing in Zurich is a refl ection 

of many changes taking place around the world under the 

Step Change initiative to lower our cost base and change the 

culture within the company. 

The Step Change program is striking hard at headquarters, 

as elsewhere. But we are delivering on target. We are “walk-

ing the talk.” 

The overall cost reduction target at head offi ce is US$ 90 

million by 2005. By September, we had almost reached our 

nine-month target for this year of US$ 55 million. About 70 

percent of the planned job reductions have now been com-

pleted. 
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Of course, it is more than consolidation of buildings and 

functions. I sense a slow but distinct change in the atmo-

sphere as I meet colleagues in different corners of the new 

headquarters and around the world. 

True, some of it has to do with the increased perception that 

ABB is on the road back to robust health. 

But I am sensing signs of culture change – a willingness to 

move forward, to put past diffi culties behind us. I especially 

enjoy an emerging trend to express divergent opinions 

openly and constructively. We see simpler, more direct pro-

cesses and more pooling of know-how by staff specialists in 

support of our business. 

We still need to ensure that managers cascade informa-

tion regularly and effectively. One of the measures we are 

introducing in Zurich is to invite all headquarters staff for a 

briefi ng with the executive committee members on October 

28, on our third quarter results. 

I hope briefi ngs like this are common practice where you are 

around the ABB world. 

The cost base reduction part of the Step Change program 

is on track. We will release more details at the end of the 

month when we publish our third quarter results, but the 

fi rst half-year yielded cost savings of US$ 230 million – well 

on course to reach our target. 

It is important to ABB’s recovery that we continue to deliver, 

that we don’t let the program slip, and we remain vigilant 

on cost control. Our record so far is also another important 

signal to the fi nancial markets that we are keeping our prom-

ises. 

Let me give you one good example where Step Change ini-

tiatives have not only been yielding good results, but are also 

being extended to achieve more ambitious targets. 
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In the United States, the total savings target was raised as 

more measures were identifi ed, and they are now pursuing 

even more initiatives. 

The success of the Step Change program is crucial to our 

overall success in future. We need to energetically pur-

sue our goal – of a streamlined, clearly focused, profi table 

company. 
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timing is everything

October 24, 2003

On the eve of ABB’s third quarter results, Jürgen 
Dormann reminds us that turning survival into 
success is not just a question of pulling in the 
same direction, but of knowing how far and how 
fast to push.

Thanks for your letters. As always, good food for thought. 

Before I take up a challenge raised by several of you, let 

me give you a snapshot of where ABB stands before Tues-

day’s announcement of our third quarter results. 

You know that because of stock market rules, I can’t share 

any details. But I will tell you that our core businesses con-

tinue to perform well. Measures to lower our cost base 

remain ahead of plan. 

You may have seen that the asbestos issue has moved one 

step closer to resolution. A hearing in the 3rd District Court 

of Appeals has now been set for December 16. 

We remain confi dent that the Chapter 11 plan will be 

approved, and the asbestos issue resolved for Combustion 

Engineering and ABB. Some 95 percent of the claimants 

have endorsed the plan. It was also approved by the bank-

ruptcy and district courts. 

Our divestment activities are progressing. However, after we 

successfully returned to the capital markets a few months 

ago with a convertible bond, we can now carry out our 

divestment plans with the aim to optimize value. 
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We are constantly examining ways to improve ABB’s capital 

structure in ways that will provide our core businesses with 

the means to secure profi table growth. 

After the update, let me turn to a question I have received 

from many of you. Can I show you if and how our culture 

has changed? Are our leaders at all levels more accountable? 

Can we on the group leadership team ensure the culture 

change will last? How? 

I understand your skepticism. Skepticism is healthy. I also 

applaud the impatience with the old ways that underlies the 

questions I receive from you. Let me address this issue in a 

roundabout way. 

I keep getting asked, and sometimes misquoted by journal-

ists when I answer, if ABB is out of the woods yet. 

I always say, “No, we still have some work to do.” I refer to 

the to-do list I have just written about here – continued 

improvement in our performance, the divestment plan to 

focus the company and repay debt, cost competitiveness to 

ensure better margins, a solution to the asbestos issue and 

our fi nancial strength. 

As always in life, for each of these issues, timing is crucial. 

Timing and judging just how great a leap is needed to get 

across the divide between survival, where we are now, and 

success, where we want to be tomorrow. 

Look at what our leaders do. 

Peter Smits and Dinesh Paliwal and their teams have carefully 

judged how far and how fast they can push the core divi-

sions in the constant business race to better performance. 

The markets have so far recognized these efforts, and the 

results. 

Peter Voser, Alfred Storck and their teams have fi nely timed 

our capital market transactions – from last December’s credit 

facility to this summer’s convertible bond. 
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And Gary Steel, Markus Kistler and the Step Change team are 

in constant communication with our managers around the 

world to ensure that our cost savings commitments are met 

or excelled. 

Asbestos has progressed thanks to the efforts of John 

Scriven, our legal counsel, and his predecessor Beat Hess, 

and their team. 

My job is to provide feedback and leadership to the team, 

ask questions, set the tone and ensure that we deliver in the 

short term – while at the same time creating the conditions 

for long-term stability and success. 

You know that we have come a long way from the deep crisis 

of a year ago. It is thanks in large part to your efforts, and the 

team spirit in our leadership teams at all levels in ABB. 

Therein lies the answer to the question about culture 

change. We have been able to achieve all of this because we 

are all pulling in the same direction. Simple, really, but the 

difference is dramatic. If this change hasn’t come to you yet, 

it will. 



165

at the end of the tunnel

October 31, 2003

The capital strengthening program announced at 
Q3 was the missing link in ABB’s recovery, Jürgen 
Dormann writes this week. But while it’s a relief 
to be at the end of the tunnel, there’s much hard 
work ahead to improve cash fl ow, raise margins, 
keep costs down, complete our divestments and 
put the asbestos issue behind us.

“What we see today is more than just light at the end of 

the tunnel. This is the end of the tunnel.” I used those 

words on Tuesday, when we presented our third quarter results 

and the capital strengthening program. 

A bold statement, maybe, but based on the progress that we 

have achieved together in the past 12 months, it’s an expres-

sion of the confi dence we should all feel today. 

It also means a commitment to delivering, on both the top 

line and the bottom line. Overdue repairs in non-core and dis-

continued businesses, and costs associated with the asbestos 

settlement, stand in the way of a net profi t this year. 

The big news was the capital structure program, of course. And 

it is a great step forward, securing our fi nance needs through 

2006. 

Our shareholders must approve the share rights issue, already 

guaranteed by our banks. The new credit facility, also agreed 

with the banks, will be a standby credit. The planned new bond 

will be issued when market conditions are right. 
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I think you would agree with me that it was gratifying to see 

how the news was received this week. The response itself 

showed that we’re at the end of the tunnel. 

One well-known reporter wrote: “The crisis is over in ABB. 

Employees can now breathe a sigh of relief. From here on, it’s 

all about building for the future.” 

We saw many such favorable media reports, and our share 

price rose. It is instructive to read the reports of the fi nancial 

analysts, who grade our stock as an investment. 

It’s not all roses. We still have a way to go. 

But we see more positive estimates of ABB and our company’s 

future potential. After the second quarter results announce-

ments this year, 55 fi nancial institutions advised investors to 

sell, and 30 to hold on to their ABB shares. Now, there were 55 

hold recommendations and only 33 sell. 

Given expected dilution through the planned share issue, 

there was a slight fall in buy recommendations, from 15 to 12. 

All in all, as one stock trader said, the ABB share is no longer a 

speculative title, but an investment. 

One analyst said there were signs that “ABB is achieving a last-

ing turnaround,” adding he hoped that the strong order intake 

was not a sign that ABB now emphasized sales growth over 

margins. It is up to us to show that this isn’t so, by growing our 

margins. 

Commenting on the refi nancing measures, another analyst 

said, “ABB clears the deck and positions for a forward-looking 

strategy.” This should in time “trigger a positive reaction from 

the rating agencies.” 

It already did. Moody’s and Standard & Poor’s, the agencies 

that rate the credit-worthiness of companies, revised their out-

looks on ABB from negative to positive. 

This was prompted by our operational improvements, the 

capital structure program, the divestments – including the 
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preliminary agreement to sell the upstream business – 

and a perceived lower risk of setbacks on the asbestos issue. 

At the same time, the agencies reminded us of what needs to 

be done before achieving an investment grade rating again. No 

surprises for you – we must deliver. 

Improve cash fl ow, raise margins, keep our costs down, com-

plete our divestments and put the asbestos issue behind us. 

As Peter Voser, Dinesh Paliwal and I have been saying in 

meetings with investors this week, the capital strengthening 

program was the missing link in our recovery. 

I always also emphasize that our teams are motivated, that we 

have focused ABB on our core strengths, started to take costs 

out and to change the culture. And, I add with some pride – all 

of you have managed to keep customers in focus through it all. 

The result: ABB is now positioned for an expected upturn in 

demand. We see some signs of economic improvements in 

2004, and certainly for 2005. 

The capital strengthening program will allow our core busi-

nesses to continue to grow successfully. But we all know that 

growth alone isn’t successful. Profi table growth is the name of 

the game. 

So, here’s the end of the tunnel. Ahead there is light, but also 

hard work. Ahead is our future, rebuilding ABB as a company 

known for its technology and market leadership. 

If we stick to the basics, build on our team spirit and continue 

to serve our customers well, we’ll make it. 

Your views please. 

P.S. Our legal compliance review in the upstream businesses 

reminds us of the damage caused by improper behavior. We 

will ensure that every employee in ABB understands why 

ethical business conduct is a must. I’ll write in depth about 

integrity and ethics next week. 
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integrity is key to success

November 7, 2003

Working with integrity is not just the right thing to 
do – it has a direct effect on a company’s bottom 
line, Jürgen Dormann explains in his letter this 
week. ABB pays a heavy price for even the small-
est ethical infraction.

Thanks for your letters. The mood seems to be better 

everywhere in ABB – and so it should be. Let’s make 

sure we keep up our performance and deliver on our prom-

ises. 

As I wrote last week, there’s plenty of hard work ahead, in 

many areas of ABB. One of the toughest challenges facing 

us will be to ensure our company’s integrity – a key success 

factor. 

Why do I say this? Aren’t new technologies, market lead-

ership and excellent cost management the real keys to 

prosperity and profi table growth? 

Yes, but let me ask you this – how many talented young peo-

ple do you think want to work for a company that is in the 

headlines over business ethics violations? 

We all know the answer to that one – not many. And prob-

ably not the best. 

In order to explain why I think integrity is so pivotal, let me 

refer to something I wrote about a few weeks ago. I was 

discussing the main traits of a real leader – competence, 

ambition and integrity. 
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You need to be an expert in your fi eld to become a leader. 

And you need the will to win to take your team past 

obstacles. But you also need rock-solid integrity to ensure 

ambition never tempts you to cross the line into question-

able situations and behavior. 

Integrity is not an idle word. It is directly linked to our 

company’s reputation in world market places. And in the 

end, one of the main tasks of all of us who work at ABB is 

securing and guarding the reputation of our company as a 

trustworthy corporation. 

Moreover, integrity is more than an essential personal char-

acteristic. Our behavior – yours and mine – as a team has 

direct impact on the value of the ABB brand. 

Our customers must be able to trust our technology and 

performance promises. In order to perform well, our col-

leagues must be able to trust the teams they are in, and their 

leaders. 

The smallest infraction has a serious impact on all of our col-

leagues, our business partners, and in the communities and 

nations where we operate. 

Let’s look at the discovery of improper payments in parts of 

our upstream business. 

The discovery, and the suspicion that control systems in the 

affected units had been inadequate, caused us to undertake 

a major legal compliance review of that section of the busi-

ness. The review is ongoing around the world. 

We voluntarily disclosed the irregularities to U.S. authorities, 

and we told the consortium that is interested in buying the 

upstream business. 

Despite this disturbing discovery – which followed a compli-

ance disclosure last June in our 20-F annual report to the 

U.S. Securities and Exchange Commission – we were able 
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to conclude a preliminary sales agreement for the upstream 

business. 

As you may know, the timing of the fi nal sales agreement will 

depend on how the review progresses. We are confi dent we 

will be able to sign the agreement this year. 

So, you may ask, why is this a big deal? Doesn’t everyone cut 

corners in Africa, Central Asia and Latin America in order to 

secure business? 

It is a big deal because behavior, integrity and reputation are 

measured the same way the world over. We cannot have dif-

ferent rules for different parts of the world – just as integrity 

means the same thing the whole world over. 

The damage is greater than many realize. Not only will the 

improper conduct in some upstream units cost us a large 

slice of money in the eventual sales price. The more serious 

loss of good reputation will remain. 

I know you agree with me that we want to be a company that 

does what it says, and says what it does. 

In practical terms, this means dealing harshly with miscon-

duct when we fi nd it. As in this case, we expose and punish 

those who violate the rules whenever we can. 

We collaborate with investigators and prosecutors, and we 

encourage and protect internal whistle-blowers. 

Our compliance processes have been updated several 

times in the past years. We are going to launch a major new 

update process in the early part of next year to reinforce and 

improve our systems and controls. 

But, knowing that business functions best when it’s based 

on mutual trust, we must go beyond rules and controls and 

harsh consequences for violators. We need to reinforce the 

right internal culture. 
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This requires discipline. It requires respect for values. It 

requires awareness of our company’s role in society. It 

requires a balance of long-term and short-term views of busi-

ness success. And, it requires the ability to resist taking short 

cuts. 

So, let’s focus on the future and improving behavior to 

secure our corporate integrity. ABB’s success will depend on 

all of us building a performance-oriented company. A com-

pany based on shared values, and guided by leaders at all 

levels who are characterized by integrity, as well as ambition 

and competence. 
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diversity is a catalyst for change

November 14, 2003

Commenting on ABB’s social obligations, Jürgen 
Dormann argues that it makes sound business 
sense to promote workforce diversity. Seen as 
part of our company’s commitment to corporate 
responsibility, diversity also drives change.

As you have seen, we are delivering on our performance 

commitments. Now we are close to restructuring our 

capital base. Our customers’ trust and your motivation and 

efforts are the main reasons that we have managed the turn-

around. 

Now, let’s focus on transforming ABB into a performance-ori-

ented, values-based and leadership-driven enterprise. 

We have obligations to our customers and other busi-

ness partners, to our employees and their families, to the 

communities and nations where we operate – and to our 

shareholders. 

Meeting these obligations through transformation means 

being fi rmly committed to a process of change. And the 

change includes a true culture change. 

As we recover from our crisis and proceed with renewed 

confi dence, let us not forget the reasons why we began a 

deep turnaround process last year. 

And let’s keep in mind that a little humility goes a long way. 

The sin of hubris fi gures prominently in any list of organiza-

tions that have fallen from success and into oblivion. 
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The simple truth is that the world will judge ABB not only by 

our fi nancial results – which only prove our reason for exist-

ing – but also on our social commitments. 

One such area that can enrich our culture and make us even 

tougher competitors in the markets is workplace diversity. 

By being at home everywhere, ABB enjoys a fair amount of 

cultural diversity. 

One area for improvement is looking for opportunities to 

ensure that qualifi ed women candidates can take up more 

management positions. 

At the very top of ABB – the Executive Committee, BA man-

agers, Group Function heads and all our Country Managers 

– not a single woman represents the company. 

Seeking to understand the reasons beyond demography – 

few women engineers and business graduates enter ABB 

after university – I recently examined our management 

review process. 

I learned that of 600 so-called challengers identifi ed so far, 

i.e. future candidates to ABB’s top 1,000 group key manage-

ment positions, only four percent are women. 

This clearly represents a signifi cant gap in our talent pool, 

and a failure to develop women candidates for senior posi-

tions in our organization. 

The solution does not lie in promoting women’s representa-

tion for the sake of it or because of it. 

There can be no compromise on competence. Letters I 

have received from you tell me that the last thing women 

managers want is to be promoted for any other reason than 

competence. 

The question we need to address is about providing equal 

opportunity to all and in particular to those who are not rep-

resented well in our workplace. 
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Today more women are represented in functional and staff 

roles compared to operational responsibilities in our core 

businesses. 

With changing demographics and women taking a greater 

role in mainstream business careers, ABB must compete well 

to attract diverse talent. 

Clearly such initiatives make a strong business case, one that 

will provide ABB with greater competitive advantage. 

We also need to ensure that we have strong leadership candi-

dates – both men and women – in our local operations. That 

is the only way to become truly as local as our customers. 

Being local and ensuring our work is based on shared values, 

we will become a more positive contributor everywhere. 

It is about culture change. It starts with our own workplaces 

– changing attitudes, changing priorities, perceptions and 

the way we treat each other – with fairness and respect. 

I fi rmly believe that diversity in itself is a strong catalyst for 

change, and I would welcome your views and proposals on 

how to promote diversity. 



175

we have to deliver on our promises

November 21, 2003

Shareholders gave ABB a huge vote of confi dence 
by approving a new share issue, and we must not 
disappoint them, Jürgen Dormann says in this 
week’s letter. He also explains our strategy review 
and what it means in terms of profi table growth 
and stability.

Thanks for your letters. Your response to my remarks on 

diversity and integrity shows we have a need to move 

on these issues. We will, and I’ll come back to them at a later 

stage. 

This week was key to our turnaround, and we have now put 

in place the fi nal stepping stone on our return to competi-

tive health. 

Our shareholders at an extraordinary meeting overwhelm-

ingly approved the Board of Directors’ proposal to issue new 

shares. 

That means we will raise some US$ 2.5 billion in new capital. 

We secured our new bank credit on better terms – 

a standby credit that we don’t intend to use, but which adds 

muscle for us in competitive markets. This week, we also 

successfully launched a bond. It was fi ve times oversub-

scribed – refl ecting the trust of the capital markets in ABB. 

Our shareholders, by voting 99 percent in favor of raising 

new capital, showed they believe in our future. Now we need 

to ensure that we don’t disappoint them. 



176

Their warmest applause at the meeting was reserved for 

you, our employees – a well-deserved tribute that made my 

colleagues and me on the Board of Directors and on the 

Executive Committee proud. 

So, what are we going to do in order to grow profi tably? Let’s 

look at our strategic planning, which is still ongoing. 

As you know, our eyes are set on profi table growth – 

increasing both volumes and margins by growing from the 

core. To succeed, we must continue to keep an eye on costs, 

further simplify the organization and maintain our pace of 

innovation. 

In our strategic review of ABB’s markets, and of how we 

compete with our products, systems, solutions, and service 

offerings, some key fi ndings are now emerging. 

As I said, more work lies ahead, but let me share our main 

insights with you. 

Starting from the market perspective – we don’t see major 

changes coming in the next fi ve years. Customer needs, 

competition and key success factors are known today. 

Moreover, you should not expect a big bang in terms of our 

organizational structure or strategy. 

We’re not planning to turn ABB upside down again or to 

redraw the organization charts and call that a strategy. What 

you see today is what we will be tomorrow – a power and 

automation technologies leader. 

Our two divisions form the operational and organizational 

core of ABB. Any structural changes – and companies of 

our size always have them – will serve only to simplify and 

strengthen our operations. 

The strategy review consisted of four main parts – the port-

folio, the business model, the fi nance plan and the people 

strategy. 
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As a worldwide industrial group, our business model is struc-

tured along products, regions and industries. 

Any changes to the business model will be aimed at making 

us more competitive, and at cutting the need for internal 

negotiations, while optimizing the global value chain. 

To achieve this, we are also looking at how to better 

empower our local businesses within a simple, direct and 

transparent framework. 

The fi nance plan rests on our restored capital base, and our 

people strategy includes driving our business excellence 

programs, talent management and how we reward and rec-

ognize our employees. 

Four strategy work streams are still underway. 

One group is looking at market strategies, focusing on China 

and NAFTA, the North American Free Trade Agreement that 

covers the U.S., Canada and Mexico. 

We are examining how to maximize our business strategies 

in the broader area of process automation, which today cuts 

across several units. 

Cost migration is under the microscope, meaning how we 

can gain more from our manufacturing presence in countries 

like China, India or Russia. 

And fi nally the business model, just as I already explained. 

So what does this mean for me, you will ask. Actually, very 

little change for most of us – and the changes that are com-

ing will be logical, causing no disruption. 

This is key, because we have committed to a high level of 

performance, and to achieve our goals we must retain our 

market focus and avoid any backsliding into internal think-

ing. 
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As I have said before, ABB will be values-based. Our dealings 

with each other and our external stakeholders will be based 

on responsibility, respect and determination. 

We will be leadership-driven, inclusive at all levels. And we 

will be performance-oriented – with personal accountability 

and alignment in delivering what we promise. 
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diversity – different views, but one way to 
success 

November 28, 2003

Two weeks ago, Jürgen Dormann wrote about the 
business case for diversity in ABB. This week, he 
shares some seemingly contrasting feedback. 
But, he stresses that regardless of individual 
views, the way to create a more diverse ABB will 
be through making decisions in a transparent and 
objective way, based on merit.

How do we ensure greater diversity in ABB? I raised 

that question two weeks ago, and I thank you for your 

thoughtful and open feedback. Today, I’ll share some of your 

inputs, and point out some changes that we have initiated.

First, the feedback.

From India, a female colleague writes: “In ABB, it is very 

much observed that women, even if they are capable and 

outstanding, are not given the chance to come up to higher 

positions.”

An American colleague writes: “As a minority female in this 

organization. I long ago learned to accept that I would be 

one of only a handful of women, or the only person of color, 

at seminars, classes, etc. I sense the lack of racial diversity far 

more than the lack of gender diversity, but I applaud you for 

at least addressing the gender issue. The bottom line is that 

opportunities have to be clearly present and worth the effort 

of pursuit.”
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Another American colleague says: “I am male. However, it 

would not matter to me if the entire top management of 

ABB were all female, all male, all white, all black or any other 

race or color. If these people were the best qualifi ed, that is 

all that matters.”

A male colleague in Sweden writes: “In 18 years in different 

managerial positions, never have I experienced that any sort 

of requirement profi le was determined before a vacancy was 

fi lled. Usually there was not more than one candidate identi-

fi ed, and that candidate was always almost identifi ed/decided 

by the next level of manager.”

A female colleague in Switzerland says: “It is important that 

the selection procedures are made more objective and trans-

parent. The qualities required for a given position should 

be clearly declared. If the selection process would be more 

based on objective criteria, maybe women would stand a bet-

ter chance of being selected.”

A male colleague in Denmark writes: “We might have too 

many engineers, and could do with a little more business-

like balance. But diversity to me is also balancing young 

and old employees, and I feel that ABB still has room for 

improvement in terms of keeping ‘old’ talent and recruiting 

‘young’ talent.”

A male colleague in Mexico writes: “It has been very good 

to see how the Executive Committee has changed and now 

includes people from several countries. The same for busi-

ness area managers and other top positions.”

He reminds us that practical measures are crucial – and 

proposes that we offer childcare for women employees who 

combine career and motherhood. Day care services are 

offered by the public sector in some countries. But where 

they don’t exist, ABB has a practical role to play.

A female colleague In Sweden writes that she had followed 

up on my letter by polling Swedish colleagues on whether it 
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was important to have as many women as men in top posi-

tions in ABB. 

Of 110 replies, 55 percent answered yes, 35 percent 

answered no and 11 percent had no opinion. “I am sur-

prised. I really thought that my colleagues should agree with 

you that diversity is a catalyst for change. We have a long way 

to walk.”

A male colleague in Switzerland says: “I agree that the pro-

motion of women to responsible positions is important, but 

I would like to add that diversity is not just about women. 

Modern men have different views on career, life and work as 

well. I feel that ABB is an excellent employer concerning this 

issue, but this could be stated more clearly internally and 

externally.”

Lessons? Number one. There is work to do. Number two. 

Setting these views and proposals side by side, they may 

seem to point in different directions. But they do not. It’s all 

about transparency, objectivity and merit.

We need clear career paths, with measurable, merit-based 

promotion steps. We need objective assessment of can-

didates. We need to use wise judgment to ensure that in 

composing our teams, we see diversity as enrichment.

Some changes have already been initiated.

Our human resources teams, under Gary Steel’s leadership, 

are putting better performance review systems in place. 

We are listing job openings. We will ensure more objective 

assessment of candidates. We must create stronger links 

between our people’s personal ambition to improve their 

skills and their potential for advancement. 

We must also fi nd the time to review how we work together, 

involve others and apply ourselves in bringing ABB back to a 

position as a top competitor.
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The Leadership Challenge workshops, which have just 

started and will continue until they have included as many 

current and potential leaders in ABB as possible, provide an 

excellent forum for this endeavor. 

As you know, business is a team sport. To beat the compe-

tition, we can’t have just midfi elders. I encourage you to 

challenge conventional wisdom and long-practiced pro-

cesses in the interest of positive change.

Getting more out of our own pool of talent today, building 

a culture of performance and diversity based on trust and 

transparency, will make us a more attractive company for 

tomorrow’s talent.
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the route to success

December 5, 2003

In his weekly letter, Jürgen Dormann retraces 
the route ABB has taken from survival to our cur-
rent position, where growth is once again on the 
agenda.

For the last month or two, the questions I get from 

observers who follow ABB’s fortunes have totally 

changed. They used to focus on whether ABB would survive. 

These days, I’m asked how we managed the turnaround so 

quickly.

Even today, after a new date has been set for the asbestos 

hearing – February 4 – our problems are seen to be largely 

dealt with. And they are. The delay is administrative, and 

does not change our confi dence that the settlement plan will 

be approved.

In general terms, I always give the same answer, and I believe 

you know what I say: 

We formed a good team, set the right priorities, shared our 

priorities inside the company – and tackled the main issues 

in parallel. Improving the margins, taking costs out, simplify-

ing the structures and repairing the balance sheet. It seems 

so easy. But we must acknowledge the distance that we have 

traveled.

A look at a “normal” couple of weeks in our transforming 

ABB makes the point clearly. Nothing spectacular happened, 

but we took key steps forward. Let’s see what my colleagues 
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on the executive committee were doing, and put that into 

context. 

Peter Smits was in China for customer meetings, discussing 

this key market’s coming technology needs, and how we can 

contribute as China keeps expanding its economy. 

Across the world, a few days later, Peter welcomed a draft 

European Union plan to improve Europe’s electricity grids, 

saying we support the interconnection projects aimed at 

increasing grid stability across Europe. Grid reliability will 

require major investments, and ABB is well positioned.

We announced that Dinesh Paliwal will assume the role of 

U.S. Country Manager when Don Aiken retires in January 

after years of excellent contributions. Dinesh takes on this 

new role in addition to leading the Automation Technologies 

division globally.

The U.S. is another key ABB market, where we need to raise 

our profi le and make more of our leading market positions, 

especially on the electricity side. This is why Paul Kefalas, our 

Canadian Country Manager, will head up Power Technologies 

in the U.S. in addition to his role in Canada.

Dinesh streamlined the business areas in Automation 

Technologies, and explained the change in a telephone con-

ference with some 150 managers around the world. 

The feedback, published on inside.abb.com, echoed what 

many of you have written to me about in the past year: this 

step helps achieve greater simplicity by removing internal 

barriers between units and streamlining our structures.

Peter Voser met investors and bankers, and kept our share 

rights issue on track. The achievements of Peter, Alfred 

Storck and their teams in securing our fi nance needs are 

remarkable. In the coming weeks, I’ll come with some 

insights on how they did it.
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Gary Steel, who today visits France and our new Country 

Manager Allan Huldt and his team, this week also took part 

in a webcast with students at a leading business college, 

IMD.

Gary shared his views on how people in organizations cope 

with change. Knowing why change succeeds – when it does 

– and what can derail it, is key. 

Expanding our change management experience by sharing 

and opening up to challenges is a key investment. 

In any organization that undergoes change, some employees 

may respond to this change as a ‘spectator sport’ (at best), 

or as a ‘management toy’ (at worst). We’ve seen this in ABB 

in the past.

Now, by engaging with our leaders at all levels, we seek to 

eliminate this victim mindset that slows down changes, and 

instead harness constructive energy and promote positive 

change. 

I think the road we have traveled in the past year has shown 

that we were able to achieve this positive momentum – and 

you should all be proud of that. 

The commitment to delivery demonstrated by our leaders 

and teams at all levels, the sense of real accountability and 

the open sharing of issues – those are the ingredients of our 

successful transformation formula. Let’s develop this even 

further as we begin to grow again. 
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winning teams!

December 12, 2003

In his weekly letter, Jürgen Dormann describes 
the work which went on behind the scenes before 
this week’s successful completion of the group’s 
capital strengthening program. The road ahead is 
now clear of fi nancial obstacles.

You may have seen our press release yesterday about the 

conclusion of the new share offer. More than 99 percent 

of our shareholders exercised their rights to buy new shares 

– an unusually high success rate showing how trust in ABB 

has been rebuilt. 

The capital increase of US$ 2.5 billion announced on 28 

October – along with a new Euro 650 million bond and a 

new standby credit facility of US$ 1 billion – has been suc-

cessfully carried out. 

As Peter Voser, our chief fi nancial offi cer, said, “we view this 

very high level of participation as another strong vote of con-

fi dence from our shareholders.”

It means, he added, “that we now have the capital base to 

ensure the long-term growth of our core businesses.” 

We still need to complete our divestment program, settle the 

asbestos issue and lower our cost base before our ABB has 

found its new shape. But with a sounder capital base, all of 

us can now focus fully on growing our core businesses prof-

itably. 
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You all know the fi nancial diffi culties we faced a year ago. So 

you will realize the real signifi cance of successfully managing 

our capital restructuring measures. 

How did Peter Voser, our deputy chief fi nancial offi cer Alfred 

Storck – and their teams – accomplish this remarkable feat? 

Preparations began early. In May, kick-off meetings were held 

to outline possible solutions. On the strength of a good sec-

ond quarter and two favorable court rulings on the asbestos 

issue, the teams proposed to the board to launch a convert-

ible bond in August. 

The bond marked our return to the capital markets, and 

the response was excellent. It was heavily oversubscribed 

– showing market appetite for investing in ABB again. 

When we saw the solid third quarter results, Peter and 

Alfred, the internal experts and our advising banks realized 

we had a good opportunity. This was the right time for the 

ambitious “three-pillar approach” – the share rights issue, 

the bond and a new credit facility with much improved 

terms. 

Alfred says “we worked with a core group of around 10 

banks from the 20 lenders who have supported ABB in 

recent years. This time we were able to cooperate from a 

better position, since our vital signs had improved consider-

ably.” 

Our core team, Alfred says, consisted of six experts working 

on the credit facility and the bond, and another 14 experts 

putting the elements of the rights issue together. The banks 

fi elded bigger groups, usually three to four times more peo-

ple than ABB on each of the three projects. 

“In weekly meetings, face to face gatherings or telephone 

conferences, we managed to build the right team spirit,” says 

Alfred. 
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That no single detail leaked out is testimony to the trust, 

team spirit and great professionalism of all involved – 

from the fi nance experts to those who prepared the extra-

ordinary general meeting of shareholders. 

And the results, as we now know, were remarkable – a real 

turnaround point in our transformation. I assume I speak in 

the name of all of us in ABB when I express my gratitude for 

Peter, Alfred and their teams – many thanks! 

Let their achievement be an example to us all, wherever we 

work in ABB. They demonstrated once again what a deter-

mined group of people can accomplish, taking the right 

actions at the right time in the right circumstances. 

Now, the road ahead is clear of fi nancial obstacles. Our abil-

ity to form winning teams to improve performance will now 

determine how fast we can make ABB a profi table growth com-

pany again, as the leader in power and automation technology. 
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organizational energy

December 19, 2003

Jürgen Dormann thanks employees in his year-
end letter for their hard work and for delivering 
on promises. He looks at the group’s mission, 
employees’ strengths and potential, and how to 
make the most out of what academic specialists 
call “organizational energy.”

For my fi nal weekly letter of 2003, let me put the key point 

up front – it all comes down to delivering on our promises. 

Nothing is more powerful when trust must be rebuilt. Without 

all of you delivering in a truly challenging year, we would not 

have come this far. So, thank you for your hard work, your cre-

ativity and your tremendous fi ghting spirit. 

In business, we must deal with so-called hard issues – core 

competencies, customer needs, competitive advantages, 

technology and market opportunities, economic priorities, 

regional priorities, business models, cost management, and so 

on. 

But we face even harder issues – people, culture, and the spirit 

of the company. In this context, when colleagues around ABB 

discuss these issues with some or all of us on the Executive 

Committee, we often get the question: “What is our mission?” 

Actually, not much has changed, except for a key aspect – 

the shared commitment to making the mission real. This is 

how my colleagues and I see it: 
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■ The mission of ABB and our employees is to create 

value on the triple bottom line by providing our utility 

and industry customers with power and automation 

technologies that improve performance and lower 

environmental impact. 

As a leader in power and automation technologies, ABB 

actively contributes to economic development, environmental 

stewardship and sustainable social development in the com-

munities and countries where we do business. 

Our ABB brand, built by people like you, rests on three pillars 

– on our strong technology, on our pioneering spirit and on 

our ability to be part of the communities where we live and 

work. 

So, this is our mission and what we mean by it. And here lies 

the importance of our strong brand that we build on in pur-

suit of our mission. All in all – here is both our legacy and our 

future. 

But – and you knew there would be a “but” – we have a strong 

need to change. 

Why? We must improve our performance. 

How? By becoming better at working as teams, and perform-

ing as a team, we will deliver more value to customers and 

shareholders. 

This is both a business model issue (i.e. a hard issue) and a 

people issue (i.e. a harder issue). Real transformation will 

come from a shared commitment to the traits and behaviors 

we want in ABB. We see ABB as a leadership-driven, perfor-

mance-oriented and values-based company. 

These are powerful attributes. They commit us to deliver-

ing. Seeing more evidence of this sort of behavior every day 

encourages me. 
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It means that we have begun to mould a company culture that 

enables us to become better at what we are best at. No small 

thing. 

I hope our leaders at all levels understand that the key to suc-

cess – both ABB’s and their own – lies in their competence, 

ambition and integrity. 

The key to success lies in how well all of us apply the business 

principles of responsibility, respect and determination – per-

sonal, professional and corporate responsibility, respect for 

others and our shared determination to win. 

We also need to make the most of the tremendous energy of 

all of you in ABB. As I said to you after my fi rst weeks in the 

job as CEO, your fi ghting spirit is impressive. 

Now we’re trying to capture it. With a team from the well-

known business school of St. Gallen in Switzerland, our human 

resources experts are measuring what the academic specialists 

call organizational energy. 

Early in the New Year, an invitation to take part in the study 

and a web link to the university team’s questionnaire will go to 

everyone in ABB with a Lotus Note connection. And you will 

need a web browser to take part. 

Please do so. Not only will it be exciting to see if the energy in 

ABB is measurable – and what drives it – but it helps us main-

tain good relations with a renowned business school. 

Dear colleagues, thanks for your letters, through the whole 

year. I will write my next letter on January 16, 2004, and I look 

forward to sharing ideas and experiences with you next year, 

too. 

Finally – on behalf of myself, and my colleagues on the Execu-

tive Committee and the Board of Directors, I wish you and 

your families a happy holiday season. 
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building trust, avoiding rust

January 16, 2004

Delivering on our promises is more than just “mak-
ing the numbers,” Jürgen Dormann writes in his 
letter this week. It also means doing business in 
a way that builds trust in ABB, because the rust 
of unethical behavior never sleeps.

I hope you have started the year well. For ABB, 2004 has 

begun in a positive mood. 

The stock markets are taking an interest in cyclical com-

panies that are expected to profi t from higher investment 

levels in industry as the economic climate improves. 

The fi nancial markets see ABB as such a stock, and as a 

“classic turn-around.” That is your achievement. Now, let’s 

make sure we stick to the route we have mapped out. 

Doing what we have promised is key. Today we announced 

the agreement to sell our Oil, Gas and Petrochemicals 

upstream business to an investors’ consortium. The agreed 

price is US$ 925 million, and we will make a small gain. 

What are we selling? The upstream business – ABB Vetco 

Gray of the U.S. and the ABB Offshore Systems business, 

headquartered in Norway – is present in more than 30 

countries. Most of its 7,500 people work in Brazil, Canada, 

Norway, Singapore, the United Kingdom and the U.S. 

To me, it is important to underline that the oil, gas and 

petrochemical sector will remain a key market for ABB, espe-

cially for Automation Technologies. 
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We have a solid and growing business in this market, and 

dedicated research to develop products, systems and solu-

tions that help our customers improve productivity. 

As we said in the press release today, the divestment, which 

we expect to close by mid-year, is a further step towards 

increasing the focus on ABB’s core businesses. 

It also means that we are one step closer to completing our 

divestment plans. 

This is important for strategic reasons. The sooner we can 

direct all our energies into the core businesses, the sooner 

we can fully focus on sustained profi table growth. 

And it is important for reasons of credibility and trust. We 

have said we will focus on power and automation technolo-

gies, and each divestment of non-core or discontinued 

activities shows that we are keeping our word. 

But in the midst of good news, there are also grounds for 

self-criticism. 

You may remember that a preliminary divestment agreement 

for the upstream business was already announced last Octo-

ber. 

Then, we said that the agreement was only preliminary 

because we were reviewing suspected improper behavior in 

upstream operations in three countries in Africa, Central Asia 

and Latin America. 

That review, which we are conducting together with the 

buyer, is progressing well. 

Because of these business ethics violations in the upstream 

business – which surfaced thanks to our whistle-blower sys-

tem – we will strengthen our compliance program. 

We do this because it is expected of us, but also because it is 

the right thing to do. 
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Unethical behavior is like rust. Over time, it destroys even 

the strongest companies. 

To the Board of Directors and the Executive Committee, the 

upgrade in compliance is a top priority. We simply have to 

eradicate improper behavior. 

Why? Integrity is key in business. Complete compliance with 

our own rules, and with all offi cial regulations, is the basis of 

integrity. It’s the starting point for rebuilding trust. 

So, as you see, delivering on our promises doesn’t just mean 

securing the performance and “making the numbers” – 

although that too is key to ensuring success. 

It also means making sure that we do business in a way that 

builds trust. I count on your support, and would like to hear 

your views about ethics in business. 
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made in abb

January 22, 2004

Asia’s new role as a manufacturing center is an 
opportunity and a challenge for ABB, Jürgen Dor-
mann writes this week. But to take full advantage, 
we must correctly balance our manufacturing 
base, and be willing to serve our customers from 
any region of the world with products, systems 
and solutions that are “Made in ABB.”

One question that is important for the future of ABB 

is both complex and simple – where will the world’s 

goods be produced tomorrow?

It is complex because so many factors play a role. Economic 

development, social trends, profound technological break-

throughs and political stability, to name but a few.

It is simple because the biggest change affecting us as an 

industrial group is already clearly visible. I’m talking about 

the new balance among the regions of the world.

The biggest change in manufacturing is that more and more 

of the world’s products are made in Asia. And that trend is 

accelerating.

Why? First, because Asia itself is a growing market. And sec-

ondly, because Asia is growing as an exporting region. 

Underlying this important change are a few key competitive 

factors. The skills base in Asia is broadening at an impressive 

pace, the cost-effectiveness is impressive, and the quality of 

goods produced is as good or better than in other regions.
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This shift of manufacturing to Asia has real implications for 

ABB. 

It will mean more business for us in Asia. As Asian countries 

and cities grow, they will need electricity, boosting our power 

technologies business. And as Asian industries expand and 

modernize, they will need more automation technologies. 

We must expand our own manufacturing base in Asia to meet 

this growing demand, and make the most of the region’s 

competitive advantages.

This, in turn, will create new opportunities for us to export 

competitively from Asia.

We are in a good starting position, thanks to early moves 10 

years ago and more to establish full-blown operations in key 

markets such as India and China. 

But the move of some of the world’s manufacturing core to 

Asia also creates a challenge. 

One challenge of the shift is the impact on the currencies in 

which we trade. Can we balance our manufacturing base to 

absorb – and in the end profi t from – the ebb and fl ow of the 

value of the dollar versus the euro? Can we take advantage 

of the role of other key trading currencies, such as the ren-

minbi, the currency of China? 

China has linked the renminbi to the U.S. dollar, making 

exports from China more attractive as the dollar softens. 

That’s an opportunity, provided we can export from China, 

as well as serve the booming Chinese market. But it is also a 

challenge, as our Chinese competitors benefi t from the weak 

currency.

Another challenge is changing our mindset to ensure that we 

all serve our customers with products, systems and solutions 

that are “Made in ABB.” 
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This means maximizing the combined value of our offerings, 

and not focusing on fi lling factories in country x or y.

Few of our competitors possess what is potentially our great-

est advantage – the ability to balance our manufacturing 

base, and to focus on the unique strengths of each region.

What about the other key regions, where we make and sell 

most of our products today?

The United States remains the engine of the world economy, 

chiefl y because U.S. consumers spend more than consumers 

elsewhere. 

This gives us good growth potential in North America, espe-

cially in Automation Technologies. In Power Technologies, 

we are the market leader. Here, our improvement potential 

lies in improving our margins.

But the U.S. consumer boom is putting the squeeze on the 

American economy in two ways. By importing more than it 

exports, the U.S. is building up a current account defi cit. 

That defi cit is, in turn, fi nanced by foreign capital attracted 

by good returns on investments in the U.S. The infl ow 

comes chiefl y from America’s Asian trading partners, such as 

China.

In Europe, cost effectiveness is key to improving our mar-

gins. More than half of our manufacturing is done in Europe, 

and we record more than half our sales here. 

The euro’s strength against the dollar – and the Chinese cur-

rency – puts our exports from Europe at a disadvantage. 

So the worlds of manufacturing and currency trading have an 

infl uence on our business, and we must manage the double 

squeeze from East and West. 

One immediate question is this: our European customers 

remain as important as ever, but do we need to manufacture 

such a high proportion of our products in Europe?
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Some others are: What barriers must we overcome to take 

advantage of the shifts and trends in global manufacturing? 

How can we best absorb the changes between the main 

currency blocs? How fast can we move? Are we ready to lead 

the way? 
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scouting the road ahead 

January 30, 2004

Intense focus on an urgent turnaround shouldn’t 
displace our concentration on longer-term goals, 
Jürgen Dormann writes in his letter this week. 
We have to remember the road ahead, and take 
the lessons of the turnaround with us as we go 
forward.

Thanks for your letters. I’ll come back both to the impor-

tance of integrity and to the issue of how we deal with 

the opportunities and challenges of the steady shift of manu-

facturing to Asia by our customers. 

Just a few words about the latter subject; there is no need to 

be alarmed. My letter was not a signal of a sudden departure 

from our traditional heartlands. But ABB, like all interna-

tional companies, needs to be alert to great changes, so that 

we don’t get caught out, but make the most of the opportu-

nities ahead. 

Today, I’d like to share some thoughts with you about con-

tinuous improvement. 

The starting point is this question: When we have completed 

the urgent steps in our turnaround, what are the next steps? 

What are our central areas for improvement once we have 

divested our non-core and discontinued activities, and com-

pleted the Step Change projects? 
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Two areas of focus stand out. One, we will continue to 

improve margins in our core businesses, and grow organi-

cally and profi tably in power and automation technologies. 

The strategy work lays the foundation for improvements in 

the core businesses, mapping how we can profi tably place 

more emphasis on certain key markets and key products, 

systems, solutions and service areas. 

Our core businesses, with their leading market positions 

and strong technologies, will respond to the challenges and 

secure the foundations for success. 

At the same time – and here comes the second area of focus 

– the energy and discipline brought into the organization 

through Step Change must be maintained. 

Let’s be clear. Lowering the cost base is only the beginning. 

It was an overdue priority. 

The good news is that the whole company is responding so 

well that we are set to exceed our expectations. Let’s make 

sure we do that! 

That leaves us with a very positive challenge. Let’s fi nd the 

reason why Step Change worked so well, and let’s build that 

success into the way we work. 

To me, part of the answer lies in the areas of transpar-

ency and accountability. Each of the more than 1,400 Step 

Change projects had a name attached to it. Not “Zurich” or 

“Mannheim” or “BA x or y,” but a person with a team that 

made promises and delivered. 

So, after the Step Change projects are fi nalized in mid-year, 

how do we safeguard the gains and continue to improve our 

cost management? 

And how do we maintain this focus on transparency and 

accountability in building continuous improvement? 
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First, we need to further improve our cost management. The 

comparisons with our best competitors show we have a long 

way to go – but that’s also an upside. We can improve more 

than they can. 

We all know that companies aren’t successful in the long 

term just because they know how to save money. Our ABB 

needs forward movement and expansion, based on technol-

ogy innovation. 

Quality, productivity, effi ciency and speed are the vital ingre-

dients. Simpler structures and lower costs are just the entry 

tickets that allow us to focus on these key aspects of our 

business. 

Other key issues are leadership at all levels, the underpin-

ning of real and meaningful organizational development, and 

continuous improvement. 

Are we, the thousands of leaders at all levels in ABB, in step 

with the needs of our internal partners and our customers? 

Do we take time to ponder the long view? 

I don’t mean to suggest we can for a minute lose sight of our 

number one priority – delivering on our promises. 

But delivering on our promises is possible only if operational 

excellence remains a central driver in all our actions – every-

thing from the criteria we use to pick our teams, to how we 

go about our day-to-day business. That, in my view, is the 

cultural lesson of the past 18 months or so. 

So, as we fi ght to meet our targets in the short-term, con-

sider this: 

Raising the performance of our ABB to a new level will 

require that we look further ahead from time to time. We 

must keep our eyes on longer-term goals, too. 

And the ability to balance our short-term focus with longer-

term aspirations will determine our route to continuous 

improvement. 
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opening up to a global challenge 

February 6, 2004

Navigating global markets means balancing local 
customer needs against ABB’s global capabilities 
and presence, Jürgen Dormann writes in his letter 
this week. Can ABB translate global technology 
leadership into superior business performance?

Thanks for your letters. Today I’d like to share some more 

thoughts about how our future is increasingly shaped by 

the opening of global markets. 

Our success will depend in large part on ensuring a stream 

of innovation from our labs to our customers – and on being 

able to develop and produce our innovations close to our 

customers anywhere in the world. 

The forces behind this phenomenon, and the subject of 

heated debate, are called globalization. 

Globalization can be translated simply as openness. Com-

petition cuts across borders. Success lies in being able to 

manage economies of scale – being nimble and astute in bal-

ancing local customer needs against our global capabilities 

and presence. 

Why is globalization happening? Partly because as world 

trade increases, capital markets are becoming international 

and function in real-time. 

And partly because more and more countries are deregulat-

ing and liberalizing their markets, removing the restraints of 

protectionism. 
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For global industrial companies like ABB, it means we must 

be able to serve customers in different countries with prod-

ucts at a uniform level of quality – or the same customer 

across many countries. 

On the other hand, local standards will always require local-

ized products, and local habits and conditions will require 

tailored solutions. 

For example, a circuit breaker designed for the Italian market 

might not work in Finland, simply because temperatures are 

different. 

In the global market, we are learning to serve the broadest 

customer base with the smallest product range – or with 

easy adaptation or customization between countries. 

Good customer knowledge, therefore, is another factor 

determining our success. 

Increasingly, we see one trend that backs the business case 

for globalization – as markets globalize, so too do technology 

solutions. 

Customers look to single suppliers to serve their multi-coun-

try operations. This alone leads to a more unifi ed product 

range, since customers benefi t from knowledge culled from 

across the globe. 

A good network of researchers in many countries, which we 

have in ABB, is key to this scenario. 

Combining the creative talents is tricky. It requires looking 

beyond local preferences to more universal solutions. Of 

course, the option to work in an international environment 

is also attractive, and allows global companies to attract 

some of the best researchers in the world. In ABB, we have 

some 25 nationalities in our R&D teams. 

When it works, it works well. The new innovations coming 

out of labs are often multi-market and a powerful competi-
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tive edge, putting global companies like ABB in a league of 

their own. 

We have the technology solutions that our utility and indus-

try customers need, and the market know-how to match. 

But do we have the open mindset that is needed in the 

increasingly open world? Can we translate our technology 

leadership into business performance? What borders do we 

need to cross in our minds to be ready for tomorrow’s wide-

open world? 
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there are no shortcuts

February 13, 2004

In advance of ABB’s full-year results next week, 
Jürgen Dormann writes that our core business is 
leaner and stronger, but the company will still post 
a loss. Why? Because we have to fi x the busi-
nesses we want to sell before we sell them. ABB’s 
reputation is on the line.

Thanks for your letters. I enjoyed your input about the 

future of manufacturing, and the challenges we face. 

You can rest assured we will continue to move carefully. We 

don’t want to lose traditional technology and production 

know-how. 

But at the same time, we must make the most of the great 

opportunities we see for growth in Asia, which is a growing 

base for our own production. 

Next Thursday, we will publish our results for the fourth 

quarter and the full year 2003. 

You know I can’t share any details with you, but our core 

businesses have continued to develop positively. 

Thanks to your efforts, 2003 has really been a key turn-

around year. 

We improved our core businesses, lowered our cost base, 

simplifi ed our structures, developed our technologies – 

and we kept a strong focus on our customers. 
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Another crucial move for our future success was the creation 

of a more solid capital base, with the share rights issue, the 

two bonds and the stand-by bank credit. 

This has given us the opportunity to position our company 

for the future. 

One action to create more stability has been to overhaul our 

processes to contain risks, manage large projects and ten-

ders across the whole group. 

The divestment program is another key pillar. 

And as part of our divestment strategy, we are taking action 

to lower the risks in the businesses to be sold. 

As you can imagine, all is not rosy. In our non-core and dis-

continued activities, we found bigger issues than we had 

expected to fi nd during the course of last year, for example 

in the OGP-Downstream business. 

Accelerating a push that began in 2002, we have now 

lowered the risk profi le by moving to a large extent from 

fi xed-price contracts to reimbursable contracts. 

Why? Simply stated, fi xed-price contracts have higher risk, 

often acting like a fuse with a long delay. 

Any cost overruns, delays or technical problems emerging 

over the years it takes to complete a contract are basically 

our risk. So it was high time to act. 

We now apply more conservative approaches. But it should 

come as no surprise that during the change in approach big-

ger exposures than previously expected have come to light. 

They are well defi ned now, and we are confi dent that we 

have dealt with the main issues prudently. 

Fixing these problems has cost a lot, and has had a negative 

impact on the 2003 results, despite robust improvements in 

our core businesses. 
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So why are we doing this? Because I don’t believe in selling 

problems, and neither do my colleagues on the Executive 

Committee. 

The businesses we divest carry part of ABB’s reputation into 

the future, even if under a new name. 

We owe it to our people in the business that will be sold, and 

to our customers, to put these businesses on a sound foot-

ing before they are divested. 

We owe it to our shareholders, too. And last but not least, we 

owe it to each and every one of us in ABB. Only responsible 

handling of our business issues will safeguard our company’s 

reputation. 

There are no shortcuts. 
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be proud, not satisfied

February 20, 2004

The annual results showcase the strength of our 
core divisions and a healthy balance sheet. Media 
and analysts agree we made good progress in 
2003, but Jürgen Dormann reminds us investors 
are watching ABB, and we must show steady 
quarter by quarter improvement while managing 
for the long term.

A s I told you in broad outline last week, our performance 

shows 2003 was a key turnaround year for ABB. It was a 

year of important progress, thanks to all your efforts. 

We took corrective actions in a number of areas. This led to a 

loss – but the results also show that our underlying business 

is solid, and growing profi tably. 

In last year’s mixed markets, our core divisions posted sig-

nifi cant improvements and the ABB Group nearly doubled 

earnings before interest and taxes (EBIT). 

In the fourth quarter of 2003, for the fi fth consecutive 

quarter, Power Technologies and Automation Technologies 

improved revenues and EBIT. They also lifted operating cash 

fl ow, generating almost 1.5 billion dollars in cash in 2003. 

Step Change delivered more savings at lower restructuring 

costs ahead of schedule. 

Moreover, we see an improved business climate in 2004, 

especially in the second half of the year. We expect contin-
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ued robust economic growth in Asia, and see the beginnings 

of a recovery in Europe and the U.S. 

With such market development, combined with continued 

cost reductions and divestments, we will all fi ght to ensure 

that we return to profi tability again this year. 

The signs are good. In the fourth quarter, we also saw robust 

orders and revenue growth. But the proof is in delivering. 

Let’s look at how some key newspapers reported on our 

2003 annual results. 

The Financial Times, in its headline, talked about “signs of 

life” in ABB, and quoted a bank analyst as saying “we think 

the results are particularly strong.” 

A New York Times article published in the International 

Herald Tribune said that ABB once was a textbook model of 

building a multinational corporation. Now, after a troubled 

period, ABB can become a textbook case “on how to rescue 

a giant corporation from the brink of collapse.” 

The Frankfurter Allgemeine Zeitung, a Germany daily, said, 

“old problems were behind the large loss,” adding that the 

core divisions “have turned the corner thanks to drastic 

measures.” 

This may seem like faint praise. But let’s be realistic. While 

we should be proud of what we have achieved, we should 

not be satisfi ed. 

Let’s look at why. The fi nancial markets reacted positively, 

but also showed us what we need to keep in mind. 

Merrill Lynch, in a report with the headline “Starting to 

deliver,” says that the restructuring of the core business is 

starting to make an impact. 

JP Morgan, pointing to the EBIT growth, the cash fl ow devel-

opment and the order development, headlined its report 

“Solid fi gures.” 
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On the mark is the comment by Morgan Stanley. It said ABB 

is becoming a “show-me story.” 

What does that mean? That we will always be measured on 

how we deliver on our promises. 

We set targets for 2005, and we must keep them. Quarter by 

quarter, investors will look at our progress. 

The best contribution all of us can make is to ensure that we 

steadily improve. And we will continue to focus on opera-

tional excellence in all our activities. 

Why am I sharing the markets’ views with you? 

On the one hand, it is clear that we can’t manage a company 

with only the stock markets in mind. Our know-how in tech-

nology, production, marketing, sales, people management 

and all other aspects of management has been built up over 

years. 

On the other hand, we can’t be successful without the 

approval of the stock market. 

And it is only by showing improvement that we will be able 

to increase the valuation of ABB. And only improved valua-

tions will safeguard the long-term vitality and independence 

of ABB. 

Day-to-day, there is another good reason for operational 

excellence: our competition doesn’t stand still. They also 

have tailwind in the markets. 

But I have full confi dence in our ability to succeed. Last year 

was proof that we will manage a complete turnaround. 
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continuity with an even stronger team

February 27, 2004

The appointment of Fred Kindle as CEO next 
January strengthens ABB’s already strong lead-
ership team, Jürgen Dormann writes in his letter 
this week. It means we will continue our strategy, 
work through our priorities and complete ABB’s 
turnaround to ensure profi table growth.

You will have seen the announcement today that Fred 

Kindle will be my successor in the role of CEO. Fred 

joins ABB on September 1, and formally takes over as CEO 

on January 1, 2005. 

I continue as CEO for the rest of 2004, as I have said before. 

Together, we must ensure that we deliver operational excel-

lence in our core businesses and meet the targets we have 

committed to for 2005. 

At the end of the year, after I step down as CEO, I will con-

tinue in my role as chairman of the Board of Directors. 

The board’s nomination and compensation committee 

assessed a number of internal and external candidates for 

the next CEO. After careful evaluation, the board was unani-

mous in its decision to appoint Fred. 

We are very pleased that Fred, the CEO of the Swiss technol-

ogy company Sulzer, agreed to take on this challenging and 

exciting task as the new CEO of ABB. 

We have strengthened an already strong and experienced 

team on the Executive Committee. Fred brings solid CEO 
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experience, having led Sulzer through a period of deep stra-

tegic realignment. 

As you may imagine, I have already been asked about 

changes I see ahead. 

Actually, I see more continuity than change – continuity and 

credibility with our strong team. We will continue with our 

strategy, work through our priorities, complete the turn-

around, and ensure profi table growth. 

We have set our management and operational priorities. And 

as a global technology leader in our core activities, ABB is a 

good corporate citizen that lives up to its commitments to 

our stakeholders. 

Fred himself put it like this: “ABB is a company with a great 

potential, because of the people in ABB, the commitment 

they have shown in a turbulent period, and because of the 

know-how built up over years into leading technology and 

market positions. 

“After the turnaround that the team has achieved, I am 

convinced that ABB will once again become a clear market 

leader.” 

I agree. And I am sure that we will deepen the open dialogue 

in ABB. Why? 

Because our ABB needs more inclusive leadership at all 

levels of the organization – and by leadership I don’t mean 

top-down commanders. 

Leaders build. Leaders have perspective. Leaders show the 

way. Leaders provide bridges between people, their ambi-

tions, actions and ideas. Leaders listen and learn – and talk 

and teach. That is the leadership I expect from all of us – 

from the board room to the factory fl oor. 
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creating a solid future for downstream

March 5, 2004

This week, Jürgen Dormann looks at the down-
stream business of Oil, Gas and Petrochemicals. 
There are useful lessons in the approach the new 
management team is taking to turn the business 
around and build a better future for an activity 
outside ABB’s core.

Thanks for your letters, and for your thoughts about 

leadership. I can see how problems may persist in some 

parts of ABB – and how it can be hard for some managers to 

adopt an inclusive leadership style. 

But that’s where we are going – and we will work through 

the layers of the organization to make change happen. Your 

active participation in this process is key. No one is going to 

do it for us. Sometimes a simple question or suggestion is 

enough to trigger change. 

At other times, it takes a whole new approach – and a new 

leadership. 

That is what is happening in our downstream Oil, Gas and 

Petrochemicals business. 

ABB’s strategy is clear: focus on our core businesses, Power 

Technologies and Automation Technologies. The remaining 

non-core operations marked for divestment are the down-

stream business, which basically consists of Lummus, and 

the German Building Systems activities. Both are undergoing 

restructuring. 
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Today, I want to look at what we are doing to secure a better 

future for the downstream OGP business. This, too, includes 

some leadership lessons. 

The team led by Samir Brikho is working to rebuild the 

downstream business into a technology-based company 

capable of sustaining higher performance. 

Samir, a seasoned manager who rejoined ABB last year, 

reports to Peter Voser, our chief fi nancial offi cer. Peter leads 

a downstream board that includes Gary Steel, our executive 

committee member in charge of human resources, and John 

Scriven, our legal counsel. 

What downstream needs is an infusion of new leadership 

behaviors based on our business principles: responsibility, 

respect and determination. 

Samir has tightened up the downstream management struc-

tures, and his team is now taking a fi rm grip of the business. 

As you may imagine, they face a number of problems. What 

are their challenges, and what can we all learn from them? 

As I see it, there is actually only one issue, with several 

components – downstream was adrift. It lacked transparent 

leadership, and it lacked oversight at the group level. 

The lack of leadership and guidance affected performance, 

as you will have seen in our group annual results. 

The losses were caused by the way customer contracts were 

confi gured around the big refi nery projects – as fi xed-price 

turnkey projects. 

Many of the negative surprises in recent quarters have been 

the result of execution diffi culties and higher than expected 

costs in older fi xed-priced contracts in the downstream area. 

But now, there has been a key change in strategy, a shift from 

fi xed-price contracts to so-called reimbursable contracts 

where we get paid on completion of milestones. 
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It is hard to run a business well using a high-risk approach, 

and I am grateful to Samir and his team for lowering the 

risks in the downstream business. 

In the past, operating costs were too high, and business 

processes unclear. Downstream will now use the proven 

methodology of Step Change to lower the cost base. 

To me, the leadership lessons are clear. 

Number one – the downstream business had been under-

managed for too long. 

Number two – fi x the basics fi rst to reduce the biggest risks 

quickly. 

Number three – by fi xing the basics, you can fully focus on 

strengths of the business – its leading technology portfolio 

and customer know-how. 

Number four – change has to start at the top. And some-

times you have to change the people to change the people. 

My colleagues on the Board of Directors and the Executive 

Committee and I are looking forward to the results of the 

downstream turnaround. We know that there are no quick 

fi xes. 

But we see real substance and real value in the downstream 

operations, thanks to its many knowledgeable, loyal people. 

So it’s worth taking the time to get it right.
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reflections on the pathway to growth

March 12, 2004

Why are some competitors doing better than ABB, 
while others are doing worse, Jürgen Dormann 
asks this week. In every market there are chal-
lenges and opportunities, but a company can only 
take advantage if its fi nancial and managerial fun-
damentals are in place.

The only thing we can know for certain in business is that we 

will face new uncertainties down the road – and that every 

solution today will spawn challenges in the future.

The good news is that everyone is facing the same conundrum 

we are: Siemens, Honeywell, Rockwell, Alstom, Schneider, Emer-

son, Invensys, to mention some of our main competitors.

So in terms of creating pathways to growth, we are really all on 

the same playing fi eld. 

And the bad news? 

Strangely enough, if you look at the realities of business – 

in the external world of real competition, there is no bad news. 

Changes in the competitive environment become obstacles, 

obstacles become stumbling blocks, and stumbling blocks 

become dead ends only when we fail to be attentive to what may 

come next.

Every challenge is an opportunity, as long as your fundamentals 

– your fi nancial and managerial resources – let you act to seize 

an opening.
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So let’s examine our present waystation on the pathway to 

growth for our ABB.

First, uncertainty and the changes it causes can mean many 

things. It can range from a horrifi c act of terrorism like the train 

bombs in Madrid, affecting market confi dence, to technology 

discoveries like non-fault wireless communications in a welding 

robot series, to the near-collapse of a key competitor that will 

trigger government subsidies.

Second, there is no escaping the fundamentals. Why are Sie-

mens, Emerson, Honeywell, Schneider and Rockwell in better 

shape than ABB? Why are Alstom and Invensys in worse shape? 

And how will the differences in fundamentals shape competitive 

dynamics? How will they determine who grows more profi tably?

You know as well as I that the answers are many-layered, like the 

skin of an onion.

The most trenchant reply to the question – how do companies 

recover? – is simple. You have to regain trust. How? 

By delivering on your promises. That works with customers, 

with employees, with the fi nancial markets, banks and investors, 

with governments and other players in society.

So, let’s peel the onion. No surprise: We are in better shape than 

Alstom and Invensys because we identifi ed our problems clearly 

and addressed them more systematically.

Next layer: That action reinforced and improved our trust levels 

with ABB’s partners and stakeholders.

Peel away some more: So why are our healthier competitors in 

better shape than ABB? 

Because they clearly weathered the past few years of low growth 

and business uncertainty better than we did, and it may be inter-

esting to see why.
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First, they avoided strategic mistakes – no unproductive acquisi-

tions, no unproductive deviation from the business core. It’s 

amazing how sticking to the basics helps.

Second, they did a number of things right: worked on opera-

tional excellence, expanded in the right markets, made more of 

their technologies, safeguarded sound fi nances.

For us, having re-emerged as the strongest of the weakened 

players – but with stronger competitors facing us – we can now 

address a real, new challenge.

How do we further improve our fundamentals, so that we can 

face uncertainties and changes in the competitive environment 

with more confi dence and a greater chance of success against 

those who are stronger than us?

I’d like to see your views on this. My own experience tells me 

that we have started down a productive path. Clearer focus, 

 simpler structures, lower costs – but now what? We need to con-

vert the changes in our markets into opportunities.

Let me add a few thoughts. Technology will play a big role. Team 

abilities, and leadership at all levels. 

Perhaps the biggest change ahead is in learning how to direct 

our organization’s combined energy – your fi ghting spirit – into 

a competitive dynamic in the marketplace. Too much energy is 

still wasted in internal dynamics of one kind or another.

Once that thought is accepted and acted upon, I think we will 

be able to show how much more value we can create than our 

competitors. 

Why? Because of our unique strengths. And because of the posi-

tive dynamics in our mix of technology leadership, pioneering 

spirit and our ability to be at home everywhere.

Believe me, we will need those strengths. And we’d better learn 

fast how to give them more traction – because our competitors 

will not stand still.
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the heart of good business 

March 19, 2004

Responsibility, respect and determination are 
ABB’s three bedrock business principles, and 
relate directly to our employees, customers, inves-
tors and to the places where we do business. This 
week, Jürgen Dormann looks at early feedback 
from the management teams now discussing our 
business principles.

Thanks for the feedback. Among the items you pointed 

to as key to fostering unity and profi table growth are 

quality and branding, better partnering with international 

institutions, connecting customers with our production peo-

ple and involving our people more in decision-making. 

One writer underlined the shared leadership challenge of 

changing mindsets so we can live up to the claim, “Made in 

ABB.” We should strive to operate “on the basis of a positive 

statement of our values.” 

Which takes me to today’s theme – initial feedback on the 

dialogues on our business principles being held in manage-

ment teams, which is part of a feedback process that began 

in February around the world. The dialogues are still going 

on, so this is a snapshot of the early feedback. 

The Business Principles – which replaced the Mission and 

Values – form part of a framework of guidance that every 

company needs. The principles are responsibility, respect 

and determination. 
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We asked what they mean for our own and our shared 

behaviors in our relationships with our employees, our cus-

tomers, the countries and communities where we operate, 

and our shareholders and investors. 

Let’s look at the feedback by stakeholder group. 

Employees 

Responsibility to employees means that everyone needs to 

take responsibility, that we treat each other fairly, that we 

give and accept feedback, create conditions for involvement 

and an entrepreneurial spirit, provide personal development 

opportunities and act on measurable objectives. 

Respect for employees means to communicate clearly and 

completely, a listening leadership, valuing other opinions 

and the diversity of genders, cultures and religions. It means 

work-life balance, recognizing achievement and ensuring 

mutual respect. 

Determination in relationship with and among employees 

means going the extra mile, meeting goals in diffi cult condi-

tions, delivering on our promises, exploring improvements. 

It means creating leaders and taking pride in what we do, 

and it means consequence management. 

Customers 

Responsibility to customers means delivering value and qual-

ity, and fulfi lling our promises on time. It means keeping 

our commitments, doing our best to satisfy customer needs, 

improving quality in our products and acting with the con-

viction that a customer’s success is our success. 

Respect for customers means adapting to different environ-

ments, being willing to listen, being fl exible and setting an 

example for others to follow. It means being accountable, 

just and fair, displaying loyalty and honesty in search of long-

term relationships. 
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Determination in our relationships with customers means 

ensuring innovation in our technology and our approach 

to markets, improving the bottom line for our customers 

as well as quality and reliability. It means being willing to 

overcome barriers, proving that we are Number 1, and being 

determined in the pursuit of our business. 

Countries and communities 

Responsibility for society around us means contributing to 

social and sustainable and economic development, promot-

ing the ABB name, being a good neighbor and good ABB 

ambassadors, supporting our communities and protecting 

the environment. 

Respect for society around us means being ethical, and 

behaving in a way that is sensitive to local culture and cus-

toms, appreciating all cultures, making decisions objectively 

rather than on the personal criteria of a few managers. It 

means seeking dialogue. 

Determination in our relationships with society around us 

means contributing to development globally and locally, 

making our positions known and working with stakeholders 

to promote economic growth, environmental stewardship 

and social development. 

Shareholders 

Responsibility for shareholders means transparency, reduc-

ing the risk of investments, communicating openly and 

honestly, maintaining good corporate governance and seek-

ing long-term growth and profi tability. 

Respect for shareholders means doing our utmost to make 

good decisions, increasing stability and predictability, and 

ensuring return on investment. 

Determination in ABB’s relationship with our shareholders 

means reaching or exceeding the targets we have committed 
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to, setting ambitious goals and showing that we look after 

their investment prudently. 

This is a brief summary of the feedback, to give you a fl avor 

of the many discussions that are taking place. This is impor-

tant, and is worth taking our time to explore. 

It is also clear that our structures, systems and processes 

must be designed to support and enable alignment around 

our set of agreed behaviors, while encouraging initiative 

within our new shared focus. 

I look forward to more dialogue.
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in the name of pioneering spirits

March 26, 2004

This week Jürgen Dormann acknowledges under-
stated leaders in ABB, like the project managers 
and service engineers in remote parts of the 
world, toiling away for the company they helped 
pioneer.

Thanks for your letters. Some of you ask me what it will 

take to spread our idea of inclusive leadership through-

out ABB. You cite issues that show how good intentions get 

diluted among day-to-day pressures. 

I have no defi nite answer. But I think we do – if we pooled 

our experiences of how these dilemmas develop. If we look 

at how barriers develop that prevent a better way of doing 

business. 

Just consider how people in ABB are able to solve customer 

problems in the most diffi cult circumstances for business. 

I am thinking of our many colleagues who deliver on their 

and ABB’s promises in remote areas of the world despite 

awful logistics, external bureaucratic obstacles and harsh cli-

matic conditions. 

Whether they are service engineers on power transmission 

projects or members of teams building factories in poorly 

developed areas – their dedication is a key aspect of inclu-

sive leadership. 

My sense is that they don’t go to work worrying about 

offi ce politics or other distractions. They focus on what they 
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do, and on how they best can accomplish their objectives 

together with others – colleagues, suppliers and customers. 

Perhaps without knowing it, they demonstrate that leader-

ship means focusing on character. Why? Because character 

is what you are, and what you are will determine how you 

behave. 

Reputation, which we also must consider, is in fact what 

others think of you. And if the character is good, a good 

reputation will follow. 

That is why ABB – just as any competitive organization – 

actually needs more leaders than managers. 

Ideally, all managers are leaders, too, of course. But even if 

they are not, inclusive leadership can and should emerge 

from our teams in the tasks they perform. 

At the top of a company, leadership often means facing prob-

lems that have no painless solutions, and taking decisions 

based on inadequate information. 

It is about helping make sense of complex situations. It is 

about making sure that power is distributed to where it is 

needed – and providing enough guidance to ensure that 

people know which direction to take. 

At all levels, responsible and accountable use of power is the 

ultimate challenge of leadership. That is why we are striving 

for inclusive leadership. 

So what is managing? It is making sure we have the organiza-

tion, structure and processes that allow us to achieve our 

goals. 

It is just as hard a task as leadership, but managing alone will 

not lead a company to greater successes. 

Here, I think, we see the dilemma that so many of you have 

encountered. 
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Faced with daily pressures, we must remember to tap 

our reservoir of energy – the inclusive leadership that is 

unleashed by concentrating on the tasks, and on how the 

goals can be achieved with others. 

What stands in our way? Nothing. Success comes from realiz-

ing that inclusive leadership is the art of fi nding that energy 

and focusing it. 

So, you see, this is the key to understanding the culture 

change we talk about. 

There is nothing wrong with the spirit of ABB. Some struc-

tures need to be changed, and processes improved. 

The culture change we are seeking is an attempt to channel 

the fi ghting spirit into delivery by leaders in ABB who are 

known for their competence, ambition and integrity. 

That is why our people who work in the toughest conditions 

and yet deliver on their promises are an example to us all. 

And it is why all of you are in a position to exercise leader-

ship, inclusive leadership. 
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made in abb – spreading the message

April 2, 2004

Two key events, staged by our Power and Auto-
mation Technologies divisions this week, were 
closely watched by fi nancial analysts and the 
international media. In his last letter until after the 
Easter break, Jürgen Dormann says this week’s 
events have shown there is renewed and growing 
interest in our business, and we are once again 
being seen as a healthy industrial leader.

This week we saw once again how much our standing 

has improved with two key stakeholders – investors and 

the media. Both groups increasingly want to understand our 

business operations and how ABB technologies help meet 

our customers’ needs. 

Until recently, there was narrow – and justifi ed – concern 

about ABB’s fi nancial health. With the vital signs in our oper-

ations positive again, there is more appetite for insights into 

our power and automation technologies. 

Like many of you, Peter Smits and Dinesh Paliwal feel this 

shift fi rst hand. Let’s look at their experiences this week. 

Peter was in China for talks with customers, and took the 

time to talk to European reporters who visited ABB sites. 

“Reporters used to grill us on our fi nances. Now, there is 

interest in the business – even down to a fairly technical 

level. This time, the reporters even wanted to know how a 

transformer works,” Peter says. “This is a healthy sign.” 
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In Germany, Dinesh and his business area managers met 

fi nancial analysts to discuss the Automation Technologies 

division’s business performance, opportunities and key tech-

nologies. The analysts also saw the circuit breakers factory 

in Heidelberg, and our new process automation system IIT 

800xA that integrates all ABB control platforms. 

“By giving these key stakeholders a close look into our busi-

nesses, we not only build better confi dence in this important 

constituent, but we also hope to improve both transparency 

and trust,” Dinesh said after the meeting in Germany. 

Both Peter and Dinesh report that what our customers most 

appreciate – beyond our high-quality products “Made in 

ABB” – is ABB’s application know-how and local expertise, as 

well as our reliability. 

“Our ability to deliver complex projects fast and reliably – 

such as the gigantic transmission lines in China – sets us 

apart from our competitors,” Peter says. “Our customers, 

and not only in China, appreciate the fact that they are deal-

ing with a world leader.” 

Dinesh told the analysts how an industrial customer in Asia 

had given a project to an ABB competitor, only to cancel that 

order and place it with ABB. “The competitor just couldn’t 

deliver beyond the products – they didn’t have the industry-

specifi c application knowledge and the local expertise.” 

So, we should spread what our customers know about us. 

And let’s look at the lessons here. 

First, let’s acknowledge – and act on – the fact that we are 

seen as a healthy industrial leader again. 

Second, let’s not forget what got us here. Trust in ABB was 

recreated by a real commitment to deliver on promises, 

communicate openly and nurture relationships. 

Third, this renewed interest in our business is an opportu-

nity. It allows us to reinforce the pillars of the ABB brand 
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– our technology, our pioneering spirit and our ability to be 

at home everywhere. 

I don’t mean that these are the words we should use. But 

they describe who we are and what we stand for. They 

express what should be apparent to those who look and 

what we say and do, and those who deal with us. 

To see how we communicate, I suggest you read the Annual 

Report. It is available already on www.abb.com and will soon 

be published in English, German, French and Swedish. 

The report is in three parts – the Operational review, the 

Financial review and the Sustainability review. It presents 

our business in three dimensions – our economic, environ-

mental and social performance, and highlights the role of 

technology. 

My next letter will be sent in two weeks. In the meantime, I 

look forward to your comments. 
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values in action

April 16, 2004

The recent tragic upsurge in violence in Iraq is 
causing many companies to review their involve-
ment in reconstruction work in the country. In his 
weekly letter, Jürgen Dormann outlines why – for 
the time being at least – ABB is pulling staff out 
of Iraq, and in doing so is placing the safety of our 
people ahead of business interests.

As you may have seen in the news, a number of govern-

ments have told their nationals to leave Iraq after 40 

foreigners were taken hostage in recent weeks – and several 

more were killed in bombings and ambushes. 

It is a tragedy that the reconstruction of the war-torn country 

now will be further delayed due to worsening security – but 

history shows that it takes time to recreate stability after 

armed confl icts. 

ABB will surely be part of future efforts to make the country 

work again. In the past, we helped build parts of Iraq’s elec-

tricity infrastructure, and we know the area well. 

Since the U.S.-led invasion, ABB specialists have monitored 

possible business openings in Iraq. Work has already begun 

on some projects. 

As long as the situation remains unstable, our strategy has 

been to focus our efforts on being a sub-supplier for equip-

ment rather than a project leader. 
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A lot of business diplomacy goes into fi nding the right oppor-

tunities. Contracts for reconstruction work are channeled 

through U.S. companies. Those in our fi eld are long-standing 

business partners, and our chances of obtaining contracts are 

as good as those of any other non-U.S. supplier. 

We’ll keep up these efforts, patiently – planning carefully so 

we can spring to action in Iraq once security is restored and 

work can start again. 

That will be the time to put more efforts into capturing 

business inside the country. But for now, that is simply too 

dangerous. 

No one can guarantee the safety of our people while the fi ght-

ing continues. So, we froze the projects, pulled out the few 

employees we had in Iraq and stopped travel there by ABB 

people. 

It’s easy to see why. The work that our people would get 

involved with – along transmission lines across the country 

or in the cities, in oilfi elds or factories – would simply expose 

them to too much danger. 

No short-term gain is ever worth risking our people’s safety. 

The executive committee, along with ABB managers in the 

region and our security specialists, are monitoring develop-

ments closely. When calm settles in again, we will re-evaluate 

our decision to stay away from Iraq. 

Business requires both prudence and patience, and we must 

always know how to strike a balance between the long term 

and the short term. 

We believe in the business principles of responsibility, respect 

and determination. So, I don’t see how we could make any 

other decision. 

Will we lose business? Maybe. Is that bad for ABB? No. It 

would be much worse if we were to knowingly put our people 

at risk. 
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our winning spirit

April 23, 2004

Over the past week, ABB has taken part in a num-
ber of key trade fairs and events showcasing our 
products, systems and services for customers. 
In his weekly letter, Jürgen Dormann says that 
another feature which came shining through was 
ABB’s winning spirit.

Hitting the right note can be as diffi cult in business as in 

music – and setting the tone in memorable ways is usu-

ally the result of unusually good teamwork. 

Today, I’d like to share some impressions from customer 

events this week where ABB both set the tone and hit the 

right notes.

In Germany, ABB people from around Europe met customers 

at the Hanover fair – a key event in the industrial technology 

calendar. And at the Light and Building fair in Frankfurt, our 

low-voltage products played a prominent role. 

More than 400 customers came to Atlanta, Georgia, in the 

U.S., to attend Automation World. This ABB event blends 

training for our own sales specialists with technical seminars 

for our customers. 

Even though most ABB sales will come from long-term cus-

tomer relationships, trade shows offer us a chance to display 

our offerings next to our competitors – and direct compari-

sons will highlight differences and enhance strengths or 

weaknesses. 
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A positive outcome usually depends as much on the effort 

and energy that we invest in such events as on our technology 

leadership.

“What our customers remarked on most frequently was the 

positive ABB spirit,” ABB Germany country manager Bernhard 

Jucker said of the Hanover fair. 

“That is a refl ection of the mood of our own people. Our 

stand was really very well made, and the attention we received 

shows that our brand is very strong,” he added.

Jucker was part of the ABB team in Hanover, which included 

ABB colleagues and their “made in ABB” products from Swe-

den, France, Italy, Finland, Poland and Germany.

At half time during the fi ve-day fair, ABB had already regis-

tered 2,500 visitors – almost as many as during the whole 

Hanover event last year.

Prominently featured was our Industrial IT Extended Auto-

mation System 800xA, a second-generation IIT product that 

helps redefi ne the state of the art in processing for both utility 

and industry customers.

For utilities, the 800xA extends process controls for utility and 

power applications and creates a platform for plant operation 

and management.

Industry customers can use the 800xA to integrate asset man-

agement or batch management processes and upgrade their 

systems without replacing components such as controllers – 

thus protecting earlier investments.

Also showcased were ABB products to enhance the reliability 

of electricity grids – a special area of focus after last year’s 

blackouts in the U.S. and Europe.

Customers appreciated that experienced ABB specialists from 

around Europe were on hand to explain exactly how our 

products help avoid blackouts.
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In Frankfurt, our low-voltage business shone brightly at the 

Light and Building fair, which targets the construction indus-

try. 

Since most of our offerings for this sector go through channel 

partners, this fair offers ABB a rare and excellent opportunity 

to meet directly with the end-users of our products.

Across the Atlantic, in Atlanta, Georgia, Michel de Rosen, who 

is a member of our board of directors, spoke to ABB custom-

ers at Automation World.

“Michel de Rosen’s speech, and the whole event, were greatly 

appreciated,” said Dinesh Paliwal, the head of our Automation 

Technologies division and ABB country manager in the U.S.

“Several long-standing customers, who have seen many such 

conferences, said that the energy level was really high,” he 

added.

Both in Germany and the U.S. this week, the customer feed-

back was gratifying. To me, it triggers some refl ections.

First, our brand is a powerful asset – built by our customers’ 

experience of and trust in our products and our people. Let’s 

always value this asset and treat it with care.

Second, the image of ABB as a strong technology leader is 

unbroken, as I’ve said many times. It is worth repeating, since 

it is remarkable that our customers’ views of ABB remain so 

positive despite the problems in our recent past.

Peter Smits clearly stated the reason this week in an ABB 

dialogue on sustainability, held in Zurich with employee rep-

resentatives, members of non-governmental organizations, 

and representatives from international organizations, custom-

ers and suppliers.

This is what Peter said: “It is our people, the people of ABB 

around the world, who secured the company’s turnaround. 

Their motivation secured our customers’ loyalty.”
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abb is on the move

April 30, 2004

ABB has been reborn as a high quality capital 
goods company, says one leading bank after our 
fi rst quarter results – the fi rst “normal” quarter 
in years. But there is plenty of work ahead, says 
Jürgen Dormann, adding that we will focus on 
operational excellence to ensure sustained profi t-
able growth.

The fi rst quarter this year was the fi rst “normal” quarter 

we’ve had in a long time. 

Activities outside our power and automation technologies 

core now make up just four percent of revenues. 

It is interesting to see how media and analysts commented 

on the results, which I thought were good – but also showed 

that we have plenty of scope for improvement. 

If we set aside certain one-time effects, the fi nancial markets 

and other observers now have a better view of “the new 

ABB” – and our strengths and weaknesses. 

The most important message this quarter is that we deliv-

ered on our promises. As you will have seen, we posted 

improved earnings before interest and taxes for the sixth 

quarter in a row. 

So why did the share price weaken? 

Deutsche Bank put it this way: “The fl ip side of predictability 

is a lack of excitement.” 
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But – in a heartening message – the report continued: “ABB 

has been reborn as a high quality capital goods company and 

Q1 results contained no surprises.” 

Like many newspapers, the Neue Zürcher Zeitung stressed 

our return to profi t. The Baden newspaper Aargauer Zeitung 

said that “core division orders bear out the confi dence held 

in ‘the new ABB.’” In Västerås, the VLT said “First quarterly 

profi t in two years.” 

On the other hand, the headline in the Financial Times said 

our results had been “disappointing,” refl ecting some ana-

lysts’ concerns about the speed of our recovery. 

In an analyst report, Morgan Stanley headlined: “Traveling is 

better than arriving,” saying this was the fi rst set of results 

where ABB looked like a “normal” company, as opposed to 

“a business in perpetual transition.” 

The report said even though stock market reaction was 

negative amid exaggerated expectations, “the fact is that the 

fundamentals of the business went up a notch.” 

Pointing to our better and less volatile cash fl ow, higher 

margins in the divisions and lower corporate costs, Morgan 

Stanley said: “This is a remarkable situation for a company 

that was on the verge of collapse one year ago.” 

More newspapers refl ected this turnaround. “Slow upturn 

for ABB” was the headline in Svenska Dagbladet, a Stock-

holm daily. “ABB reports profi t again,” said the Munich 

newspaper Süddeutsche Zeitung. 

As I have stressed before, the turnaround in the last year and 

a half has been possible only because of the strength and 

vitality of the ABB brand – that was built by you. 

With our leading technology and market positions, and an 

expected upturn in the markets, we see 2004 as a year of 

robust performance and improved profi tability. 
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For my colleagues on the executive committee and myself, 

the lesson of the fi rst quarter 2004 is this – we must con-

tinue to improve operational excellence in order to ensure 

sustained profi table growth. 

Why? We have the technologies and the market positions, 

but in a benchmark against our best competitors, we see that 

we must catch up in a number of operational areas. 

So, let’s further simplify the way we work. Let’s make sure 

we secure empowerment and a sharper market focus – 

based on alignment, transparency and accountability. 

We have plenty of work to do – let’s do it! 
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mourning our colleagues

May 7, 2004

In his letter this week, Jürgen Dormann asks us 
all to observe a minute of silence on Thursday to 
honor our colleagues who were killed in the ter-
rorist attack in Saudi Arabia last Saturday.

At times like these, it is hard to fi nd words that properly 

express our sadness and shock. 

But I know you share my feelings of horror at the brutal 

deaths and injuries suffered by our colleagues at ABB Lum-

mus in the terrorist attack on the Yanpet ethylene plant in 

Yanbu, Saudi Arabia on Saturday.

The victims were trusted colleagues and friends, and 

everyone in the ABB family will miss them. Highly skilled 

professionals, dedicated to their work, they were attacked 

while helping a customer.

Our thoughts are with their families in the United States, 

United Kingdom, Australia and Canada at this tragic time. We 

are doing our best to help the relatives. 

But we also know that deep wounds have been opened that 

only time can heal.

On Thursday, a memorial service will be held at the ABB 

Lummus headquarters in Houston for the employees who 

died in this tragedy. It will be held at one o’clock local time, 

and our thoughts will be with our colleagues and their 

families.
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Across different time zones, I ask you to join us in a moment 

of silence at one o’clock your time on Thursday as a mark of 

respect to those who died. 

As you may have seen, we are evacuating all ABB Lummus 

employees from Yanbu. 

But our work in Saudi Arabia and elsewhere will go on. We 

constantly monitor the security situation, and take whatever 

measures we need to in order to protect our people.

Even when we act as prudently as we can, the sad fact is that 

no person and no company is fully protected against acts of 

terrorism. 

Look at recent events. After the attacks on the World Trade 

Center in 2001, we have seen bombings around the world, 

the brutal killing of morning commuters in Madrid, and of 

business people helping to rebuild Iraq, as well as attacks in 

Saudi Arabia.

ABB’s history stretches back over a century, and we know 

how vulnerable business is in times of turmoil. 

Yet, we continue. Because we believe that what we do helps 

countries and their people develop. 

And, because we believe that our contribution to economic 

and social progress over time helps build more stable socie-

ties – the only cure against terror.
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zero tolerance in action 

May 14, 2004

Two business area managers in Power Technolo-
gies division were this week relieved of their posts 
after ABB disclosed that the European Commis-
sion was investigating suspected anti-competitive 
practices in the high-voltage gas insulated switch-
gear business in a number of companies. In his 
weekly letter, Jürgen Dormann makes it clear that 
such practices will not be tolerated, and that such 
behavior is harmful to our business, our reputation 
and our work ethic.

Thank you for your letters after the terrorist attacks in 

Saudi Arabia. Thanks for sharing your deep sense of loss 

and anger. And thanks for the tributes you paid around the 

world to the memory of our colleagues – in the true spirit of 

the ABB family. 

The ABB spirit is one of togetherness – built on responsibil-

ity, respect and determination. Built on delivering on our 

promises, on serving customers and other stakeholders 

fairly. That is the culture we want. That is the culture you 

deserve. 

This week, we disclosed a severe violation of our business 

principles. The removal from their posts of two business 

area managers in the Power Technologies division shows that 

we mean what we say, when we talk about creating this new 

culture. 

They lost their jobs because of suspected anti-competi-

tive practices in the high-voltage gas insulated switchgear 
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business. The European Commission has now launched an 

investigation into a number of companies active in this sec-

tor. 

We informed the European Commission earlier this spring 

after internal audits found evidence of wrongdoing. A num-

ber of companies had their offi ces raided this week, but ABB 

is not one of those companies. 

Our actions show that we condemn improper, illegal or 

unethical behavior and will not accept it in any form. That is 

what zero tolerance means. 

And they show that we actively cooperate with authorities, 

as we are with the European Commission, to stamp out any 

such activities. Such cooperation is rewarded by authorities, 

but it is also the right thing to do. 

We acted the same way last year after discovering isolated 

cases of corruption in the upstream oil, gas and petrochemi-

cals business. 

We encourage “whistle blowing” within ABB to root out 

improper behavior. Why? 

For the simple reason that it is illegal, unethical and harm-

ful. It is harmful to our business, to our work ethic, our 

reputation, and to our team spirit. Improper and unethical 

behavior is like rust. It destroys the strongest structures. 

And it does nothing to boost performance – as case after 

case has proven. But it is a sure way to harm relationships 

with our customers. In other words, it is a short-cut to fail-

ure. 

So, you would be right to be appalled. I certainly am. 

But – be proud, also. Proud that you work for a company 

that acts on its convictions, and acts promptly and forcefully 

to root out misdeeds – no matter how senior the managers 

involved are.
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sharper focus on the core strategy

May 21, 2004

To grow profi tably and organically in the coming 
years, ABB will sharpen its focus on our core busi-
nesses and their leading market positions, says 
Jürgen Dormann in this week’s letter. We will also 
make better use of our global resources and strive 
to improve operational effi ciencies.

This week at the annual general meeting of shareholders, 

I shared an outline of our strategy. And I’d like to inform 

you, too, about our plans for the years to come.

It’s all about a sharper focus on what we’re good at. It’s 

about making more out of what we have, by improving our 

effi ciencies. Our sights are set on growing profi tably from 

our core divisions, which now make up 95 percent of ABB’s 

business.

But before I go further into strategy, let me cover a few 

points from the shareholder meeting, held on May 18 in Zu -

rich.

Our shareholders acknowledged that ABB is a sound com-

pany again. Thanks to our good team spirit, a series of 

considered measures, and to your efforts. The warmest 

applause came when I expressed the board of directors’ 

gratitude to you. 

I updated the meeting on the asbestos issue. After several 

postponements, the hearing at the Third Circuit Court of 

Appeals has been set for June 3, 2004. 



242

We believe the long and winding road through the U.S. 

courts will come to an end in the second half of the year. 

Can we guarantee it? The answer is: in the U.S. system, it’s 

not over until the gavel has dropped. 

We are confi dent that the appeals court will approve the 

plan, already confi rmed in two lower courts. Will it go to the 

Supreme Court? In our estimate, that risk is low.

I also said we should return to profi t again in 2004, based on 

the break-even in the fi rst quarter and signs of better mar-

ket demand in the second half of this year. I rely on you to 

deliver on that promise. The second quarter looks stable.

So, to the future. Success will in large part depend on how 

well we implement the strategy that has been decided by the 

board of directors and the executive committee. In a nut-

shell, this is the strategy from now until 2008:

ABB, as a technology-based company in power and automa-

tion technologies, will strive for profi table organic growth 

by exploiting our market potential and through better use of 

our leading-edge technologies and our global resources.

We will not take on new activities that are not close to power 

technologies and automation technologies. Our best pros-

pects for growth lie in those activities and in those markets 

where ABB already has a clear leadership position.

We foresee no disruptive changes ahead in technology or in 

the markets. We will participate actively and judiciously in 

the consolidation process to round out the ABB core port-

folio.

So, we have a blend of country and product strategies. With 

the country strategy, we are thinking especially of Asia, in 

particular of China and India, but also of the U.S.

In the U.S, we have good market shares in both core busi-

nesses but we are not profi table. There is plenty of room for 

improvement. This was one of the reasons I asked Dinesh 
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Paliwal to assume responsibility for our American business, 

in addition to his other tasks.

In China and India, we need to effi ciently exploit the avail-

able potential. 

There are also real opportunities in the new member states 

of the European Union, as well as in Russia, where ABB 

established itself early through acquisitions but has grown at 

a modest rate since then.

So, some of you may ask – what will happen with ABB in 

Europe? What will happen with Switzerland, Germany or 

Sweden, where we currently carry out a major part of our 

capital-intensive production?

Due to its strong growth, the importance of the Asian busi-

ness for ABB will expand in relation to regions that grow 

more slowly, such as Europe. There will not only be more of 

ABB in Asia, but we need to incorporate more of Asia in ABB.

On the other hand, we will continue to strongly develop our 

innovation capabilities that so far have been largely the result 

of research in Europe. We have gained great experience in 

Europe in decades of industrial activity. This experience has 

value. 

In group management, we understand the worries of 

employees in this hemisphere, who are now faced with 

highly productive competition in Asia. 

The answer is to make sure we add real value at every step 

of our value chain. We must use our global resources bet-

ter, and focus each part of our operations on its unique 

strengths. And we must improve operational excellence 

everywhere in ABB.

When we expand, we keep three tenets in mind – the need 

to be close to customers, to be where the growth markets 

are, and where cost structures are advantageous.
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But the growth in Asia is not a threat. For ABB, it is major 

opportunity. 

The bottom line is that our customers look to us for our 

technology. This will remain the sharpest weapon in our 

armory – provided we maintain the pace of innovation and 

preserve the quality standards embodied in the phrase 

“Made in ABB”.

The strategic analysis shows that ABB actually has the poten-

tial to grow twice as fast as the market, with our EBIT margin 

growing at the same time. 

Can we do that? I think so. And I count on you to help ABB 

achieve the strategic goal of profi table organic growth – step 

by step, as we move into the future.
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keeping our house clean

May 28, 2004

As the Step Change program draws to a close, it’s 
important to retain the savings habit which has 
allowed ABB to control costs and regain strength. 
Spending wisely is helping us to grow a success-
ful, profi table business.

Thank you for your feedback to my letter outlining our 

ABB strategy. 

You may have seen that we signaled our willingness to be a 

part of the consolidation – in line with our leading market 

position in power technologies – that may come as a result 

of the French government’s arrangements with the Euro-

pean Commission, undertaken to secure a future for Alstom. 

The European Commission gave Alstom four years to fi nd 

industrial partners to secure the future of some of its busi-

nesses without ongoing French government support. 

Our message signals an intention. It showed our ability and 

ambition to participate as our industry develops. 

It is important to understand that this does not alter the stra-

tegic path we have set out for ABB. 

Our focus remains on our core businesses – power and 

automation technologies for utility and industry custom-

ers. Power generation is close to our core, and we must pay 

attention to all developments. 

We have given a signal. Let’s see what the response is. 
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Today, my main message is this – in order for us to imple-

ment the core business strategy we have set in motion, we 

must maintain sound housekeeping. 

We are now in the fi nal phase of our Step Change program. 

Let’s look at what we said about Step Change 12 months 

ago. 

Early in May last year I wrote to you about the need to keep 

up the pace on lowering the cost base. At that time, we had 

identifi ed savings projects of more than $900 million – $100 

million more than we originally committed to. 

By stretching our goals, we achieved two things. We have 

ensured that we deliver on our promises, and we created a 

lower cost base. Both have made ABB stronger. 

At year end, we could report that we lowered the cost base 

by $655 million in 2003, and in the fi rst quarter of 2004 by a 

further $240 million. 

Let’s look behind these numbers. 

First, and I repeat, we have delivered as promised! I keep 

hammering home this message, because it is the only foun-

dation for rebuilding trust in ABB. A disciplined approach 

like this works wonders. 

Second, it was the people of ABB who committed to making 

these savings – and who made them. This was a bottom-

up endeavor. The credit goes to everyone involved in the 

more than 1,400 individual Step Change projects around the 

world. 

Finally, the monitoring tool gave transparency and account-

ability to the individual project savings, and that in turn 

helped ensure the necessary discipline and rigor. 

The challenge for all of us now, as we look to the future, is 

to live the telling phrase that Gary Steel uses. Gary says that 

come July 1, we will “retire the Step Change brand and main-

tain the savings habit.” 
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It is critical that we deliver on this. Why? I think you know. 

If we were to go into the second half of 2004 thinking that 

“Step Change is over,” we would be riding for a fall. 

So, let’s build on what we have achieved. 

Let’s ensure that we have left poor cost control behind 

us. No one wants a return to the stop-and-go cycles of the 

past, where we launched cost containment campaigns nine 

months into the year, most years. 

Let’s make sure we rebuild the ABB bottom line – and this 

can’t be done if we shift costs around inside the company. 

Let’s continue to take responsibility for our costs, and let’s 

spend shrewdly – in the interests of the group. 

If we are to take pride in the results of our efforts on Step 

Change, then we must go into 2005 with our cost base per-

manently reduced by $900 million. 

Successful profi table growth will require us to continue a 

wise allocation of resources. 

That’s the job ahead for all of us. 
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china – a land of opportunities

June 4, 2004

Following a visit to the city of Beijing in China, Jür-
gen Dormann refl ects on the challenges facing the 
rapidly-growing economy, and points to opportu-
nities opening up for ABB around the world.

Last month, just after the shareholder meeting, I went 

to China for business meetings and for a gathering of 

executives who serve on an advisory board for the mayor of 

Beijing.

The progress in China is remarkable – in technology, indus-

try and infrastructure. This clearly refl ects an impressive 

drive and record economic growth. 

Among the great opportunities in China is the 2008 Olympic 

Games. This was one topic in the meeting with the mayor of 

Beijing. 

A key challenge will be to ensure sustainable development, 

both in Beijing until 2008 and overall in the country. How 

can China grow without condemning future generations to 

unacceptable levels of pollution – and without depleting its 

natural resources? 

A reliable and effi cient power supply to fuel the future 

growth of Beijing is key.

Growth in China is fueled by energy. Electricity runs fac-

tories, heats and cools homes and drives transportation 

systems. This is straining power networks, and 24 of China’s 
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30 provinces have limited their electric power supply during 

the fi rst quarter of 2004. 

This also means there is pent-up demand – especially when 

it comes to securing reliable power for the 2008 Olympic 

Games. Imagine a blackout during the Olympic Games!

To help China prevent such a bleak scenario, we are putting 

to use the lessons learned during the 2003 blackouts in the 

U.S., Sweden and Italy.

The 2003 blackouts increased awareness of the importance 

of power system reliability.

They also showed the need to stabilize power grids while 

increasing the capacity of transmission and distribution sys-

tems. Weak grids are prone to rolling blackouts.

We suggested two simple steps in Beijing:

First, a network optimization study of Beijing’s transmission 

and distribution system and second, using high-tech power 

electronics technology to increase power reliability and sup-

port existing transmission in the Beijing system.

Many of you will know what this means. A network optimiza-

tion study could identify the steps necessary to improve the 

current system and ensure future reliability. 

ABB used a similar network optimization study for the city 

of Chicago in the United States after power problems in the 

summer of 1999. 

After the study had identifi ed the additional capacity needed 

in critical portions of the system, system upgrades were 

made – ensuring reliable power supply during a long, hot 

summer.

We have the products, systems, expertise and application 

know-how to make this work. Our Chinese customers know 

this.
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We are looking forward to supporting Beijing for a successful 

2008 Olympic Games – and to supporting sustainable devel-

opment throughout China.

ABB is growing apace with China’s needs for reliable electric-

ity and advanced industrial automation. 

This year, we will be more than 7,000 people in ABB in China 

– 22 years after we established our fi rst representative offi ce 

with one single employee.

We are adding offi ces in a half-dozen cities around the coun-

try. Overall, our business in China is expanding both on the 

top line and the bottom line.

As I have said before, this is good news for everyone in ABB. 

Our factories in Europe and elsewhere see their output grow 

because of the increasing demand in China.

Let’s make sure we make the most of it, specializing along 

the ABB value chain in what we are best at in different 

parts of the world – through focused R&D, focused facto-

ries, focused engineering, focused handling of customer 

accounts. 

As one ABB, producing top quality “made in ABB.” That’s 

what will ensure our success, in Beijing, the whole of China – 

and around the world.



251

compliance – the bedrock of business 
success

June 11, 2004

ABB has informed authorities of improper busi-
ness practices in an Italian subsidiary and forceful 
action is being taken to correct the situation. In 
this week’s letter, Jürgen Dormann says that 
ensuring a culture of compliance is essential for 
our success.

A s you may have seen, we have notifi ed authorities in 

Italy of accounting irregularities and other improper 

business practices in an Italian ABB subsidiary. 

The investigation, which is still ongoing, began earlier this 

year after an internal audit review unveiled improper con-

duct. 

What happened? In the medium-voltage business in Italy, 

earnings before interest and taxes (EBIT) were overstated by 

some $70 million from the fi rst quarter of 1998 to the fi rst 

quarter of 2004. 

This, of course, is unacceptable. As soon as we found out, we 

took action to promptly address the issue. We have released 

the local business unit manager, who was primarily respon-

sible, and disciplinary measures against other employees are 

being considered. 

That is what zero tolerance means. 

Informing the authorities is part of our vigorous response. 

In addition to informing the Italian authorities, we have 
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disclosed the matter to the U.S. Securities and Exchange 

Commission (SEC). 

And we will take further corrective action. This will include 

the publishing of restated consolidated fi gures for the period 

in question. 

The overstated EBIT corresponds to 1.4 percent of ABB’s 

total consolidated EBIT in the period, so there is no material 

impact. 

The real damage is to ABB’s reputation. 

Our inquiry also uncovered two improper payments – made 

in 2001 and 2002 – in connection with the award of a power 

equipment contract in Italy. Here, too, we are taking disci-

plinary action with regard to the employee involved. 

Again, the damage is to our company’s good name. 

Let me make one thing clear. We will continue to take force-

ful action to protect our reputation. Everyone in ABB must 

understand what compliance means. 

Compliance is the bedrock of business success – success 

based on leading technologies, clear customer focus, sound 

judgment, complete honesty and accountability, and a strong 

competitive spirit. 

A successful business needs good leaders at all levels, with 

a strong set of sound values. You have heard me say this 

before. I expect leaders in ABB to be characterized by com-

petence, ambition and integrity. 

Why competence? Because people will not follow someone 

who isn’t professional. Why ambition? Because success is 

built on a desire to win. Why integrity? Because we need to 

guard against any temptation to let our ambitions lead us 

astray. 
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teamwork at its best

June 18, 2004

ABB people from several countries, across orga-
nizational units and hierarchical levels, pulled 
together to ensure we won the largest power 
transmission project in years – linking the Three 
Gorges power plant with Shanghai. In this week’s 
letter, Jürgen Dormann looks at the project to 
highlight the importance of such teamwork.

This week, we signed an order worth $390 million to 

build a key power link from the Three Gorges hydro-

power plant in central China to the coastal city of Shanghai. 

The high-voltage direct current (HVDC) transmission link – 

1,100 kilometers long, 3,000 megawatts – is the largest 

power transmission project to be awarded anywhere in the 

world in recent years. 

And just as important, it was the result of outstanding ABB 

teamwork, involving several countries, business areas, 

experts and managers at all levels. 

“We got the order because the Chinese customer knew what 

we can deliver, and also how fast we can help them meet 

their growing need for power,” said Peter Smits, who signed 

the order in Zurich with the visiting Chinese Vice Premier 

Zeng Peiyan. 

How did they know? We set a number of world records when 

we built the 940-kilometer HVDC link from Three Gorges to 

Guangdong, commissioned this month. This included the 

fastest completion time for such a project – just 31 months. 
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Many ABB people contributed to the successful bid this 

time. Special expertise was provided by our units in Ludvika 

in Sweden – on the power systems side – and by our semi-

conductor experts in Lenzburg in Switzerland. 

And of course, our people in China provided the in-depth 

customer knowledge that is key to this type of project. 

Preparations began last year with high-level contacts, in 

which both Peter Smits and I were personally involved. Our 

fi rst efforts centered on convincing our Chinese customer 

– which is the state – that a turnkey solution would ensure 

that the new link is built faster. 

And that is their biggest concern – they quickly need to get 

electricity from power plants to industrial areas and growing 

cities, to power their continuing development. 

“Normally, when projects are prepared in China, it involves 

months of negotiations,” says Peter Smits. “This time, it was 

done in six weeks – itself a record.” 

And since the Vice Premier Zeng Peiyan decided to sign the 

order during his visit to Switzerland, the contract and the 

underlying detailed project attachments were worked out in 

one week. 

“About 150 people, 40 from ABB and the others from the 

customer side, worked day and night to get the contract 

completed,” Peter says. 

And work has already started. A remarkable, important order 

– showing a remarkable, important facet of our ABB: when 

we pull together as a team, we perform best. 

The order includes two HVDC converter stations, 28 power 

transformers and six smoothing reactors, switchgear and 

advanced control equipment. 

ABB factories in Sweden and Switzerland will be busy fi lling 

this order. 



255

And through technology transfer, valves, some transformers 

and gas-insulated switchgear will also be assembled or pro-

duced by Chinese partners. 

So we show how global productivity – and “made in ABB” – 

works in real life. 

This was a team effort we can all learn from. I know you join 

me in congratulating everyone involved. 
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key players and good teams

June 24, 2004

Thanks in part to the contributions of Peter Voser 
and his team, ABB has secured its turnaround and 
we can now make a change on the bridge with-
out rocking the boat, Jürgen Dormann says. ABB 
will recruit a new chief fi nancial offi cer externally 
to strengthen our good team, but we must also 
improve our succession planning.

You have probably seen that our chief fi nancial offi cer 

Peter Voser will join Royal Dutch/Shell as the new CFO. 

Peter has been a key player on the team that in the past two 

years secured the turnaround of ABB. 

I know I speak on behalf of you all when I say we will miss 

his drive and professionalism, and we regret his departure at 

the end of September this year. 

At the same time, I understand that the offer from Shell, a 

great company where Peter spent 20 years before joining 

ABB in 2002, was too good for him to pass up. 

So let’s all wish him well in his new, bigger role – and let’s 

thank him for his fi ne contributions to the recovery, turn-

around and fi nancial stabilization of ABB. 

We are on track to meet our 2005 targets. If you consider the 

many issues we have had to deal with in the past two years, 

that is no mean feat. 

We are in this position because of teamwork. Peter Smits and 

Dinesh Paliwal have steadily improved the performance of 
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our core business, while Peter worked on the fi nances and 

Gary Steel managed our Step Change program and steered 

the beginnings of our culture change. 

Thanks to the whole team – and that means you, the people 

of ABB – interest in ABB today is clearly focused on our busi-

ness performance, on how we serve our customers, and how 

we fare against our competitors. 

So, our new chief fi nancial offi cer will be joining a good 

team, and can help us build on what we have already 

achieved together. 

After our successful turnaround, I now expect a few more 

years of stabilizing performance, securing profi table growth 

and enhanced operational excellence. 

And further ahead, in the mid-term, the key task of the top 

leadership team will expand to include the future strategic 

positioning of ABB. 

On the fi nancial side, we will continue to blend hands-on 

fi nancial management with clear target setting, transparent 

communication and delivery on our promises. 

As you may have seen in the press release, we will search 

externally to fi ll the post of chief fi nancial offi cer. That is not 

unusual. 

That is how we recruited our future CEO, Fred Kindle, and 

that is how we earlier attracted Peter Voser and Gary Steel 

into ABB. Now, Fred will help the Board and me select Peter 

Voser’s successor. 

By adding key players from the outside, we bring more expe-

rience into our top team. 

In fact, the increased mobility in the top ranks of business 

today makes it doubly important to intensify our efforts to 

improve internal succession planning in ABB. 
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Good business teams – like good sports teams – must con-

sist of a selection of players who can step into new positions. 

Our goal is to create the depth of management that allows 

the promotion of internal candidates without creating a 

weak spot when someone moves up. 

There is never a good time to lose a key member of the lead-

ership team. 

But, thanks in large part to Peter Voser and his team, ABB 

is today fi nancially sound. Therefore, we can make this key 

change on the bridge without rocking the boat. 
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one abb

July 2, 2004

A new survey of organizational energy in ABB 
provides proof of our fi ghting spirit, says Jürgen 
Dormann. But the results also highlight the need 
to align ourselves more around ABB as one com-
pany, and to help some supervisors and mid-level 
managers develop key leadership capabilities.

Thanks for your letters, which are candid and to the point 

about how to ensure we have key players for the top 

jobs in our company. 

Succession planning and culture change are not quick fi xes. 

But our stability and clear direction allow us to focus on sus-

tainable improvements in leadership. 

By leadership, as you know by now, we mean inclusive lead-

ership. We mean everyone in ABB with the ability and the 

will to engage others and ensure we deliver on our prom-

ises.

Ever since I became CEO in September 2002, I have sensed 

that a real strength of ABB is our fi ghting spirit. It is clear to 

me that it was your determination that pulled us through the 

hard stretches in the past couple of years.

So, it is interesting to review the fresh results of a study 

made last February. More than 16,000 people at ABB took 

part in the survey about organizational energy by a Swiss 

management school. Three main fi ndings stand out.
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First, two-thirds of respondents say there is positive energy 

in their workplace in ABB. 

Second, more than 80 percent are committed to the goals of 

their unit, but identify less with the ABB Group. 

Third, leadership scores were low. One-third of respondents 

say their supervisors rarely show leadership capabilities, and 

that they provide little or no coaching.

In addition, even where energy levels are high, around half 

say their teams show weak positive emotions, behavior and 

attitudes. And, our people feel more united by external pres-

sures and serious threats than by a positive vision.

The fi ndings show us what needs to be done. 

We need to continue our culture change efforts to better 

equip our leaders at all levels. 

We need to further align our people around the common 

interests of ABB. 

We need to strengthen your identity as employees of ABB – 

and not of company X Y or Z in ABB, still clinging to its iden-

tity from 10 or 15 years ago.

Greater identifi cation with our common goals would help 

mid-level managers who today are seen as weak leaders by 

their teams.

You know, good results in business usually come from lead-

ers at all levels asking two simple questions. What needs to 

be done? What is good for the enterprise? 

The answers will provide managers with the knowledge they 

need to take effective action – and to communicate and 

involve teams and individuals in the delivery.

Organizational energy is only one indicator of excellence, of 

course. But it is a good indicator of our mood, and the study 

fairly clearly shows where efforts are needed.
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Our people strategy shows where we are going. It has three 

pillars: Business excellence, ensured by continuous learning. 

Talent management, to spot and develop potential leaders at 

all levels. Reward and recognition, to ensure that employees 

get adequate compensation for delivering on promises.

Into this mix, add another constant, shared challenge – 

ensuring alignment around a common identity, shared values 

and the commitment to work in the interest of the whole 

company. It is a key leadership task at all levels. 

Why? Well, as the organizational energy survey shows, unless 

we push for alignment, our people don’t see a common ABB 

cause. 

Now that we have turned the company around and are stabi-

lizing it, we must shift our motivation and identifi cation from 

external threat to opportunity. 

That way, we can rally around the vision of ABB as the 

respected global leader in power and automation technolo-

gies, growing sustainably and profi tably. 

ABB, the company that communities and nations welcome. 

ABB, the company whose shares investors want to keep. 

ABB, the company where the best talent wants to work and 

where skilled, experienced people remain and feel at home. 

And all of this will happen for one reason: because we are 

the preferred choice of our customers, suppliers and other 

business partners. Working as one ABB.
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the costs of poor integrity

July 9, 2004

When integrity is lacking, businesses suffer, says 
Jürgen Dormann, refl ecting on the completed 
compliance review of the upstream business. We 
are taking measures to strengthen our compli-
ance system, as a part of our efforts to ensure 
transparency and accountability.

Thanks for your feedback on organizational energy, lead-

ership and alignment. As some of you rightly point out, 

a big reason that our people identify more with their local 

units is that performance is mostly measured at that level. 

That in turn drives goal setting, at times pitting ABB units in 

competition with each other. We must actively pursue any 

gains we can achieve by acting as one company, and refl ect 

this in how we recognize performance.

This week, I want to share some refl ections about the com-

pliance review that has now been completed in the upstream 

business. 

The good news is that settling this matter means we can 

close the sale of Vetco Gray and Offshore Systems, prelimi-

narily agreed to last October. 

The divestment is a key step in our efforts to focus on our 

core businesses.

But there is bad news, too. The reputational damage, above 

all. Nothing hurts more in the long term than cracks in a 

company’s integrity. 
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Customers, employees, suppliers, authorities, the media – 

and our shareholders – all have a right to expect that we 

conduct our business as decent people with integrity, in 

accordance with laws and regulations. 

As you may recall, we acted promptly to set things right. We 

dismissed those who were responsible and reported the 

violations to U.S. and other authorities. And we initiated the 

review in order to conclude the sale of the upstream activi-

ties.

The costs of poor integrity associated with this affair should 

not be underestimated. 

As you will have seen, fi nes totaling $10.5 million were paid 

by two Vetco Gray units, and ABB in addition had to pay 

close to $6 million.

But the compliance review, done by outside lawyers with the 

buyers of the business and U.S. authorities looking over their 

shoulders, costs ABB $70 million.

At the same time, the sale price of the upstream unit suf-

fered because we were forced to negotiate under a cloud of 

questionable business behavior.

And some oil, gas and petrochemicals orders were actually 

lost under the same cloud.

Both ABB and the soon-to-be-divested upstream businesses 

have committed to efforts that will strengthen existing com-

pliance systems.

We have good procedures in place today already, partly 

because of the measures taken immediately when the viola-

tions in upstream were discovered. 

And we will continue to improve transparency and account-

ability, to defend our reputation.
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But let’s not fool ourselves. Integrity lived by individuals, as 

much or more than systems, is what will make the difference 

between misbehavior and compliance.

Integrity is the result of all of us turning our business prin-

ciples of responsibility, respect and determination into 

everyday behavior – day in, day out. 

And unless we commit, together, to make integrity the com-

pass for our actions in our daily business, no system will 

prevent future misbehavior.

I know you understand our message. And I count on 

your active support to keep away that damaging cloud of 

improper conduct. 
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hierarchy slows us down

July 16, 2004

Better team communications begins with saying 
“we” instead of “I”, and learning to listen, says 
Jürgen Dormann in this week’s letter. Hierarchical 
thinking still prevails in ABB, preventing an open 
exchange of facts and opinions, effective team 
building and leadership at all levels.

Thanks for your feedback. Several comments about the 

weekly letter two weeks ago on the fi ndings of the orga-

nizational energy survey showed that it had struck a chord. 

You know that I read all your letters, but won’t act on or 

respond to any individual letter, in the interest of complete 

openness. However, I address themes that emerge.

Your recent comments highlight the survey’s fi nding that 

some ABB leaders in mid-level positions – around 30 percent 

– have diffi culties showing supportive leadership. 

You offer many reasons for this – some structural, and some 

cultural. And they are all valid reasons.

But I believe there is a solution that would help build more 

effective ABB teams: try to eliminate hierarchical thinking 

and behavior.

If I have a lingering irritation with our culture in ABB, it is 

over the hierarchical mechanisms that dominate so much of 

our everyday communications.
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Hierarchical behavior dampens the dynamics of teams by 

inhibiting creative thinking and contributions from employ-

ees. It makes teams ineffi cient. It prevents those leaders that 

insist on hierarchy from making a complete contribution. 

When we began tackling our problems two years ago, at the 

top of the company we committed to building a team and to 

acting as a team. Talk openly, listen, and move quickly.

By the top I mean the executive committee and the divi-

sion and business area management teams that now include 

country managers and local division managers.

If our exchanges of facts, fi gures, context, arguments and 

ideas had been governed by our own notions of how impor-

tant we are, we would not have got very far.

It seems so simple. But it works. And I wish such behavior 

was more infectious. You don’t need to stray far in ABB to 

see hierarchy standing in the way of the thrust and parry of 

open argument. 

One change that is needed is clearly more openness, and 

plain speaking.

Language itself plays a key role. To all those who fi nd it hard 

to accept facts and opinions from colleagues “below” you or 

outside your own unit, let me ask this:

How often do you say “we” instead of “I”? We should all ask 

ourselves that question. It goes to the heart of the matter. 

How often do we invite criticism? How often do we make a 

point by being the fi rst to listen and the last to speak? 

How hard is it for us, for you and me, to admit that we may 

not know everything just because we have leading positions?

In any team, the ratio of “we” to “I” is, in my view, the best 

indicator of the team’s development – as a team. 
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And good leaders at all levels know that forging effective 

teams is about creating a sense of “we” and “us” – and not 

herding a crew of “I’s” and “me’s”. 

You may have heard the expression “there is no I in ‘team-

work’.” 

How true, and yet: it is our personal commitment to a group 

effort that makes a team work, a company work – or a 

society work. 

Hierarchy makes it less likely that people will make that com-

mitment. It often prevents team members from speaking up, 

and it stops their managers from listening. That way, no team 

spirit can grow.

So, let’s do away with hierarchical thinking and behavior. 

It will save us time, it will make us smarter, and ABB will 

become a more formidable competitor. 

In our teams, let’s look at facts and listen to the best argu-

ments. Let’s decide and move forward. 

And let’s move as teams, united by purpose – because suc-

cessful companies are communities of purpose, and not 

communities of place. 
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building a better safety culture

July 23, 2004

Several key efforts are underway to improve ABB’s 
safety performance, says Jürgen Dormann in this 
week’s letter. In addition to better systems, we will 
need a shared, fi rm commitment from all leaders 
in ABB in order to create a real safety culture.

Your safety, and the safety of everyone who comes into con-

tact with ABB and our products, is a top priority. Despite 

many efforts to improve our performance – our safety record 

leaves a lot to be desired. 

In the fi rst half of this year, 14 people died in incidents related 

to ABB, including the six ABB people killed by terrorists in 

Saudi Arabia. We also had 18 serious injuries in the fi rst six 

months. 

This is unacceptable. Every injury, let alone serious incident or 

fatality, is preventable. Therefore, my colleagues on the Board 

of Directors and on the Executive Committee urge all of you to 

make safety your priority, too. 

In the leadership of ABB, we are taking steps to help create a 

better safety culture. We want a culture based on good systems, 

good training, good awareness and a passion to improve. 

Our goal is simple – we must stop hurting people. Our own 

people, our contractors, members of the public, and the users 

of our products – that is, anyone touched by our business 

activities. 
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In 2004, a key step to improve our safety structure and safety 

processes is our new safety management system that is being 

implemented this year in all business units. At the half-year 

point, this was 60 percent complete. 

As you know, system improvements will only take us part of the 

distance. Safety needs to become part of how we do business. 

And we need your help to ensure that this happens. 

There are a number of things we can do – and will do – in our 

management systems. 

Going forward, we will integrate safety criteria, safety mile-

stones and safety performance indicators into project planning 

and contracts, business reviews, audits, and into evaluation 

attributes for recruitment, promotion and performance 

rewards. 

But even with these steps there is an element we will need to 

add if we want to be able to measure ourselves against the best 

safety-conscious companies in the world. 

I am, of course, talking about leadership commitment at all 

levels in ABB. As in any change program, leadership means 

showing the way, and walking the talk. 

On the Executive Committee, we now have quarterly reviews 

of safety. We work with the country managers in investigations 

after major incidents, so that we can learn and share the learn-

ing on how to prevent incidents and improve our practices. 

To build more expertise, we are now setting up a network 

of safety centers of excellence around the world, led by 

Sustainability Affairs. 

Why? More expertise is needed to better understand how to 

prevent incidents – the most severe in ABB usually involve 

either high-voltage equipment, operating at heights or working 

at customer sites. 

Sadly, it is usually our most experienced people – such as ser-

vice engineers – who suffer major incidents. 
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We should learn from airline pilots. They work the same pre-

fl ight checklist even if they have fl own a craft hundreds of 

times. They would never conduct key maneuvers without their 

co-pilot – and the tower – supervising their moves. 

And as they know, even being 99 percent safe isn’t good 

enough. It would mean a dozen or more near misses every day 

at any major airport. 

At a general level, we must change the way we talk and think 

about the business, making safe behavior a key part of our 

vocabulary. 

This is a question of living our values. I can’t think of a better 

way for any manager in ABB to express an unwavering commit-

ment to our business principles – and show the right ABB team 

spirit – than to make sure that we stop hurting people. 

To build the right safety culture, we must, of course, bring 

safety into our business thinking – and not treat it as an after-

thought that has little to do with “real business.” 

Safety, in my view, is a key performance indicator. In impor-

tance, it is placed alongside fi nancial performance, quality 

performance and environmental performance. 

Our safety performance shows whether we take our obligations 

seriously, at a very human level, in offi ces as well as in tradi-

tional industrial environments. 

We are aware that this culture change must come from the top. 

So, this week Gary Steel hosted a kick-off workshop on safety 

in Zurich, with participants from business areas, country orga-

nizations, companies and group staff functions. 

Experts from DuPont, an acknowledged industrial safety leader, 

facilitated the workshop. This is the start of a series of leader-

ship engagement sessions that will be held in coming months. 

They will be part of a range of ABB leadership efforts on safety, 

with one common goal – to stop the practices which end up 

hurting people. 
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after the turnaround, profitable growth

July 30, 2004

ABB’s turnaround is complete, writes Jürgen Dor-
mann in this week’s letter, thanking employees for 
their contributions to both Step Change and our 
successes in the markets. We must now concen-
trate on securing profi table growth by continuing 
to take market share, and by wringing ineffi cien-
cies and costs out of our systems.

This quarter, we were able to report steady progress and 

results which underline the fact that ABB’s turnaround 

is complete. 

Our focus now must be on sustained profi table growth. 

So, while we take market share, we must also take out 

more costs and improve operational excellence in order to 

become more productive and improve our margins. There is 

no other way to be successful. 

As you can see from the second quarter results, we have 

built a good foundation. 

Our order book is growing, with good gross margins. Power 

Technologies and Automation Technologies revenues grew 

by 15 percent. ABB Group earnings more than doubled, and 

we posted net income of $86 million. 

We also delivered on our promises to lower our cost base – 

achieving more than the $900 million in annualized savings 

that we had set as a target. Ahead of schedule, at a lower 

restructuring cost than was fi rst forecast. Well done. 
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Our fi nancial fundamentals are stable, and our markets show 

a continued upturn in demand. 

The media and analysts acknowledge the results. Their com-

ments and headlines in part also refl ect our key message 

– the turnaround is complete. 

Several banks have now upgraded ABB shares from hold to 

buy. 

One journalist wrote that some analysts, criticizing high 

corporate costs and a slightly lower EBIT margin in Power 

Technologies, seemed to have forgotten how close to the 

brink ABB had been two years ago. 

“In relation to the calamities the company was mired in two 

years ago, this criticism seems really petty-minded,” wrote 

the correspondent of the Munich-based Süddeutsche Zei-

tung newspaper. 

The Citigroup analyst’s report said the second quarter 

results “provide investors with the opportunity to focus once 

more on the improving fundamentals of ABB’s two core divi-

sions, as well as a story of improving business momentum.” 

Morgan Stanley underlined the outstanding order book and 

improving margins in Automation Technologies. 

So, refl ecting on our achievement, we see that we are now 

in a position to reap the fruits of our efforts – as long as we 

continue to keep up our efforts, and keep them focused. 

I take special pride in the fact that we achieved the turn-

around together – all of us. Without the contributions of 

each and every one of you, the turnaround would not have 

been this swift. 

So, let’s acknowledge this milestone, and let’s be proud. And 

then, let us quickly move on. 
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We need all eyes fi xed on profi table growth. No company 

can rest on its laurels. We are in tough markets. We have 

tough competitors, so more hard work will be required. 

We will continue to focus on what we are good at, further 

simplify our structures, bundle our efforts across units and 

borders to gain economies of scale and scope. 

The simplifi cation and bundling of efforts forms part of our 

culture change. 

It’s the concrete manifestation of closer alignment around 

our business principles. It’s one of the ways we link empow-

erment with accountability – and stronger market focus. 

My colleagues and I on the executive committee know that 

we have come quite some distance – thanks to you. 

And as we told the market – our achievements so far, our 

strengthened order books and rising demand for our prod-

ucts lead us to expect 2004 will be a year of further improved 

performance and profi tability. 
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stay the course

August 6, 2004

Much work remains to beat our competitors, says 
Jürgen Dormann in this week’s letter. While we 
must not lose sight of the road ahead, we should 
take the chance now to refl ect on how we can 
become more effective, and expand our hori-
zons.

There were further positive responses this week to our 

second quarter results. Among upgrade recommenda-

tions from several banks came this comment from Goldman 

Sachs: “Large order intake removed any lingering concerns 

about whether ABB would be able to reach its revenue and 

thus margin targets for 2005.” 

Encouraging as it is to receive external recognition for our 

strategy and success, we must keep our eyes on the work 

that’s still to be done. Not only to ensure we meet our tar-

gets, but also to expand our horizons, both individual and 

across the company.

Many of our colleagues in the western hemisphere are cur-

rently on summer vacations. I wish all a good break and trust 

everyone returns refreshed, with renewed vigor and new 

ideas.

But for most ABB colleagues, work continues as normal. As 

a team, we can’t lean back, basking in the afterglow of our 

results – which, by the way, are still lower than most com-

petitors’.
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Dinesh Paliwal was right when he told colleagues in the 

Automation Technologies division: “Although we are far 

stronger, many of our strategic actions have simply helped 

us ‘catch up’ to competitors who acted earlier and with far 

more aggressive steps.” 

The message is clear: we have to continue our work to 

become the clear leader. In all corners of our business. We 

have just started on the journey to really good levels of per-

formance.

We must remain on the front foot, to expand market share, 

improve operational excellence and increase profi table 

growth. 

Our recent organizational energy survey showed that more 

than 80 percent of our employees are committed to the 

goals of their unit, but identify less with the ABB Group. 

I suggest that – with the turnaround completed – now is a 

good time to refl ect carefully on what we do, how effective 

we are, and what we can do to expand our individual and 

ABB’s professional performance and horizons.

And in doing so, let’s remind ourselves that we must stay on 

our steady course to emerge as a stronger company.
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acting across our entire scope

August 13, 2004

Painstaking building of trust in our technologies 
and expertise is a key role for our country man-
agement teams, Jürgen Dormann says in this 
week’s letter, after a meeting in Washington on 
our grid reliability technologies. The payback is 
seldom immediate, but the positive effect of good 
public affairs work is usually lasting.

A BB took part in an important meeting in Washington 

last week, briefi ng senators, congressional aides and key 

decision-makers and journalists about our technologies, how 

they can strengthen the power grid and increase reliability of 

supply.

In their letter of invitation, two senators recognized ABB 

as “one of the world’s leaders in transmission technology” 

with the technologies capable of preventing a repeat of last 

August’s blackouts in North America and making the grid 

more energy-effi cient.

And after the briefi ng, the two senators spoke publicly of the 

urgent need to upgrade power grids in the United States, 

despite the stalling of the energy bill. These statements are, 

as you can appreciate, welcome to us.

The meeting, as well as endorsing our proven technologies, 

underlines the importance of public affairs work, and the key 

role that country managers and their teams play in further-

ing our business.



277

Dinesh Paliwal, in his role as head of ABB in North America, 

and Paul Kefalas, head of Power Technologies in North 

America, as well as their teams, should be credited for their 

successful efforts to capitalize on this opportunity. 

And for thinking and acting effectively on business issues 

which are not confi ned to one country or one division.

The meeting, which took considerable time and effort to set 

up, highlights the responsibility that needs to be assumed 

and exercised by our managers. It sets an example that can 

be replicated wherever we do business. 

The roles of country management naturally vary according 

to local conditions. The priority is to pursue the group’s 

goals of profi table growth, increased competitiveness and 

expanded market share. 

One of the main ideas behind the deep and lasting change in 

culture we have been working at for the past two years is the 

recognition that we must move away from the “silo” thinking 

that limited our business potential and hampered growth in 

the past.

Here, the country management plays a key role, in two 

ways. Country managers and their teams naturally need to 

act across the whole ABB business in their country. And, in 

doing so, they set an example. 

The issue is not where an order is booked.

As I have said before, the best results usually come from 

leaders who ask two simple questions: What needs to be 

done? What is good for the whole enterprise?

Public affairs work, which includes engagement with both 

politicians and their advisors, is an essential part of longer-

term business development. 

Maintaining close ties and keeping decision-makers and 

opinion-formers abreast of our business and its relevance to 
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their respective constituencies are part of a business leader’s 

role – and falls into the realm of country management.

Establishing and nurturing these contacts is often a slow and 

painstaking process, but a vital one which requires a time 

investment. 

This is why, for example, Germany’s country manager Bern-

hard Jucker recently accompanied German Chancellor 

Gerhard Schröder’s delegation to China – one of a series of 

such trips involving our country managers.

Strong business relationships are based on trust and confi -

dence in the person and the product. And in the ABB brand. 

Our ability to cooperate beyond boundaries – geographical 

and structural – is a key element to our business success and 

future.

The payback is seldom immediate, but often lasting. 
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strengthening our position in the americas

August 20, 2004

With a streamlined regional organization in the 
Americas, set up to boost growth through better 
use of ABB’s resources, we aim to capture market 
shares from the Southern Cone to Canada, says 
Jürgen Dormann in this week’s letter. Manage-
ment in the region met at the end of this week in 
Buenos Aires to address challenges ahead.

We held the fi rst “summit” of senior managers in the 

newly-designated Americas region this week, under-

lining the importance of this huge area to our business. 

In Buenos Aires, Dinesh Paliwal, as head of the region, 

brought together country and sub-regional heads and chief 

fi nancial offi cers from North and South America. 

Peter Voser and Gary Steel from the executive committee 

also took part, underlining our commitment to growth in 

the region and to its new business structure. 

The meeting provided an important opportunity to set 

objectives, plan in detail, brainstorm and provide impetus as 

we chart the way forward for the Americas region.

Its objectives are clear: increase growth in our product and 

service businesses, achieve greater management focus, 

improve regional cooperation and ensure greater sales effi -

ciency.

You may recall that when we announced the establishment 

of the Americas region in June we divided it into four sub-
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regions to make the best use of different regional trade 

agreements, and take advantage of common languages and 

cultures.

A series of recent management announcements have also 

strengthened the region’s organization and clarifi ed respon-

sibilities.

The key message emerging from the meeting in Buenos 

Aires: strengthening profi table growth throughout the 

region. 

Dinesh set the tone speaking of the need to “position our 

team to capture its fair share of the huge North American 

market while leveraging the growth of emerging economies 

in Latin America.”

Our business results in these markets indicate there is 

room for considerable improvement – a key reason for the 

regional realignment. 

Both the Power Technologies and Automation Technologies 

divisions expect a continuation of the upward trend in North 

America in the second half of the year, while the forecast for 

South America is fl at or stable.

The pooling of complementary skills and perspectives from 

different parts of the region in Buenos Aires served as an 

important reminder of our growth potential. 

That priority was underlined in key presentations on the sec-

ond day of the meeting by the heads of the four sub-regions 

– North America, Brazil, Central America and Caribbean and 

the Southern Cone and Andes.

Peter Voser also presented proposals on fi nance, business 

control and business in the new structure, while Gary Steel 

held a leadership workshop and highlighted shared priority 

issues such as health and safety.
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I believe we have the right managers in place and a strong 

commitment on the part of our employees to strengthen 

market share and deliver profi table growth.

It is vitally important that the new regional structure suc-

ceeds – and we have the right ingredients in place.

ABB has a vibrant history of doing business in the Americas, 

and we build on a large installed base and a legacy of cus-

tomer loyalty. 

Now, we have sharpened our structures to better meet the 

changing needs of our customers by working more closely 

across borders – guided by market forces. 
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sharing in our success

August 27, 2004

The announcement this week that a voluntary 
share purchase plan for employees is being 
launched later this year is a further sign of a return 
to business health, says Jürgen Dormann in this 
week’s letter. He also says the scheme will be 
extended to other countries in the next phases 
of the program.

This week we’re able to announce the Employee Share 

Acquisition Program (ESAP), which will in a fi rst phase 

provide employees in 12 countries with an opportunity to 

buy into our future. Many of you have written in the past two 

years asking when such a program would be introduced. 

We all know that a sense of ownership is a prerequisite to 

success in business. Our new share purchase program cre-

ates ownership of ABB among employees. I believe it will 

strengthen identifi cation with ABB and the pride in our per-

formance. 

As Gary Steel says, ESAP gives you “a chance to take a stake 

in the company we all work for, and creates additional inter-

est in the success of ABB.” 

At this stage, the share program potentially covers two in 

every three employees – about 65 percent of the workforce. 

Why not all?

The answer is simple. Logistically, it was not possible to cover 

all countries in the fi rst phase of the project. Our bench-
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marking also shows that most global companies launch such 

programs in phases. We decided this was right for us, too. 

It is a considerable undertaking. Putting ESAP in place 

requires careful management of legal and fi nancial issues, 

which may vary from country to country.

We wanted to extend the program to as many people as 

possible. That is why we focused on countries with a large 

concentration of employees and no fi nancial or legal restric-

tions to a share ownership program.

The 12 countries selected fulfi lled these criteria, and pro-

vided a manageable set of complexities for the fi rst phase of 

the project.

There will be other phases. ESAP will be extended to all ABB 

countries in the next two or three years, except where the 

law prohibits such a share acquisition program.

Putting the program in place now is yet another sign 

of ABB’s return to fi nancial health. It would have been 

inconceivable two years ago or more recently as we were 

emerging from our crisis.

It is also another example of our culture change. We did not 

talk much about ESAP in advance; we have just delivered it.

A small core team of people – from headquarters and the 

countries involved – drove the project forward, making sure 

that we can fi ll a need and do what most major companies 

do as a matter of course.

But the program is more than that – it is a vote of thanks and 

a vote of confi dence in you, our employees for your com-

mitment and determination to successfully build a stronger 

future for our company. 
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key steps into the future

September 3, 2004

On Day One with ABB, Fred Kindle took over 
responsibility for strategy, to build on the work 
done so far, says Jürgen Dormann in his weekly 
letter. In the week’s other key development, Power 
Technologies is streamlining its organization to 
drive profi table growth – marking another step 
towards a more successful future for the com-
pany.

This week was a week of important developments. Fred 

Kindle joined ABB as CEO-designate. And Power Tech-

nologies streamlined its organizational structure.

I know you join me and my colleagues on the Board of 

Directors and the Executive Committee in welcoming Fred, 

and in wishing him many years of great success.

You should be proud of the fact that the ABB he will preside 

over as CEO from January 1, 2005, is a healthy, competitive 

company. 

Today, ABB is a good business partner, an attractive 

employer, a good neighbor, and a good share to invest in.

That is in large parts thanks to your efforts, and to the 

energetic leadership that so many of you demonstrate 

throughout our ABB.

Fred has been involved in our discussions – and the deci-

sions – about strategy for some time.
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And from Day One, Fred has taken over responsibility for 

the strategy process, as well as the running of the key group-

level strategy processes. 

That is more than apt because the strategy work is where the 

future of ABB is being built. 

A lot has been achieved already. Our China and Americas 

strategies are being implemented. 

We have not communicated widely our work around the 

future business model, although I have several times shared 

the broad outlines with you in my letters. 

In general terms, the business model will evolve from our 

production-driven approach to one that emphasizes our per-

formance in the markets.

The work on global sourcing – how we best use our pres-

ence in productive and less costly manufacturing sites to 

drive down costs and increase our competitiveness – is also 

underway.

We are also quietly progressing in our plans concerning the 

group portfolio. 

We can’t share these plans, as you will understand, beyond 

confi rming that we will continue to focus on power and 

automation technologies. And that we have no plans for any 

big acquisitions for some years. 

You may recall that our horizon for the strategy process is 

2008. This is evidence of our determination to build the 

future of ABB step by step. 

With his colleagues on the Executive Committee – and with 

the backing of our teams around the world – Fred is moving 

ahead based on the good work done so far. 

As Fred says himself: “We need to take what has been accom-

plished and established in the last two years and lead it 

forward to ensure further profi table growth.”
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One key step is fully regaining our credit rating as an invest-

ment grade company. To do so, we must deliver on our 

promises to the fi nancial markets.

Day-to-day, this is accomplished by increasing margins 

through higher operational effi ciency, and by gaining addi-

tional profi table market shares.

On the organizational side, we strive for simple structures 

with the same goal in mind – becoming more competitive, 

and thus more profi table.

The streamlining of the structure in Power Technologies, just 

like the changes a few months ago in Automation Technolo-

gies, both refl ect this single goal.

By grouping products in one business area and systems and 

services in another, Power Technologies will provide custom-

ers with the broadest possible access to its offerings. 

Aided by a common PT sales force, these measures will 

increase operational excellence. 

As Peter Smits said, the streamlining of the division was 

made possible by several years of focused efforts that 

provided a clear view of the productivity and role of each 

individual factory.

PT now takes its strategy into a third phase, to focus on 

operational excellence after completing the focused factory 

and focused engineering concepts. 

On the brand and culture dimension, work is ongoing. It is 

in the daily running of our units that we will achieve – or fail 

to achieve – the culture change we have embarked on.
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a tighter focus on strategic selling

September 10, 2004

This week Jürgen Dormann talks about the need 
to focus sales efforts with key global customers, 
after ABB created a new position at group level in 
order to make the most of our relationships with 
large customers who operate internationally, and 
across our own organizational boundaries.

This week we announced a new group-level position 

called Head of Group Account Management, and 

appointed Frank Duggan to the role. 

On the Executive Committee, Dinesh Paliwal is responsible 

for ensuring the success of our renewed drive to make the 

most of our group accounts. 

ABB has had key accounts and group accounts for a while, 

but now we will run the large global customer accounts from 

a group perspective, rather than at a division or business 

area level. 

“This should greatly improve strategic selling,” says Dinesh. 

“And it is a clear signal that Group Account Management is 

regarded by the Executive Committee as instrumental to 

achieving profi table growth.” 

It certainly is. We will continue to refi ne the approach, with 

Frank in the driver’s seat. He will be responsible for further 

developing our group account approach. 
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But already today, I would like to share with you that we are 

evaluating our group accounts and plan to reduce the num-

ber to focus on fewer large global customers. 

Evaluation criteria include customer profi le, potential reve-

nue and profi t, relevance across our business areas or across 

countries, and strategic importance to ABB as well as the 

customer’s purchasing behavior. 

As Peter Smits says, group account management refl ects our 

ambition to ensure a continuous focus on our large, key cus-

tomers. 

“We have to maintain a true partnership for mutual benefi ts. 

By monitoring their purchasing pattern, we also get early 

indications of the investment behavior in our industry,” says 

Peter. 

Peter has just held meetings with large customers, at the key 

power technologies conference and technical exhibition, 

CIGRE in Paris, and afterwards at an international ABB cus-

tomer event held in Interlaken. 

In other companies which like ABB are business-to-business 

suppliers of technology products, solutions, systems 

and service, group account management has proven to be 

a growth driver. 

At IBM, where I served on the board of directors for a 

number of years, the group account growth rates were con-

sistently higher than general market growth rates as well as 

the company’s average growth. 

That development is really logical. 

Solid progress is expected, and it is within reach. Why? 

The ground in large global account territory is fertile, returns 

are good, and our key customer relationships are already 

quite close. 
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But, let’s be aware that there are a number of cultural chal-

lenges that need to be managed in order to achieve the full 

potential of focused large group accounts. 

Most of the inhibiting factors are usually self-made, or stem 

from the way we have always done business – as a federa-

tion of companies, each in itself more local than global in 

outlook. 

So, how well will we be able to cooperate across organiza-

tional boundaries? 

Are we prepared to listen closely enough so that we clearly 

hear what the customer’s needs are? 

Can we be focused enough on the front end, so we don’t 

worry about where in ABB the sales are booked, but focus 

on how to sell more and serve a customer better? 

As you can see, Frank and his team have change manage-

ment tasks ahead of them, as part of their challenges. 

But I’m sure we will make this change work, too. 

With the backing of the Executive Committee – we each 

serve as sponsors for the big global accounts – with the help 

of our country organizations, and with your support. 

At the end of the day, only one result counts – the success of 

ABB. 



290

the next level

September 17, 2004

Ask yourself: what can I do to help change our 
culture so we improve performance, make better 
teams and delight our customers. That is Jürgen 
Dormann’s challenge in this week’s letter, because 
along with strategy and recent organizational 
changes, questions about our culture are on the 
table at next week’s Group Executive Forum.

Next week, we’re holding a Group Executive Forum, gath-

ering about 60 of ABB’s top managers from countries, 

divisions, business areas and headquarters who will review 

our midterm priorities and chart the course for next year. 

Our company goals are clear and remain unchanged. We will 

discuss how we can beat expectations, and become even bet-

ter at what we are best at. 

Most importantly, we’re committed to improving our results. 

We must deliver on this promise. Unless we do, all our plans 

will be like skywriting – just nice to look at. 

As you know, ABB is committed to compound average annual 

revenue growth of four percent in local currencies from 2002 

to 2005. For 2005, our margin target for earnings before inter-

est and taxes is eight percent, in U.S. dollars. And by 2005, we 

will cut our debt to some four billion dollars. 

So clearly, better performance is in focus at the GEF next 

week. We’ll share views on how to best use all tools available 

in the management toolbox. Let me explain. 
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How can we make sure that slimmer divisional structures and 

a sharper Group Account Management approach – 

for example – bring profi table growth. What do these changes 

mean for our customers? And how do they affect the way we 

work? 

This leads directly to culture change. Good initiatives have 

been started, some successes achieved. But we still have lots 

of ground to cover. How do we speed up? 

I see good awareness today that our “old” culture is an obsta-

cle to better performance. The “my little ABB” mentality leads 

to missed opportunities, from sales over internal effi ciencies 

to effi cient knowledge and experience exchange. 

The Executive Committee often gets the question – “so which 

culture do you want?” 

So far, we have resisted the temptation to note down our 

defi nitions, print new brochures and bombard ABB with Pow-

erPoint presentations on the desired new ABB culture. 

Why? Because we’re fi nding the answer to that question in a 

better way, with your involvement. 

We formulated our business principles, which have replaced 

the mission and values of the past. Now we all must make 

sure we behave accordingly in all business situations – show-

ing responsibility, respect and determination. 

And that becomes the new culture, provided we adapt our 

business processes, internal cooperation systems and perfor-

mance measurements to further the desired behavior. 

But I’d like to turn the question around and challenge our 

leaders at all levels. Here is a question for you. 

A lot of support for culture change is available – workshops, 

presentations, new processes, and management refl ections 

such as my weekly letters. 
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Using that support, and your own initiative, what can you do 

to begin the change, even within the confi nes of still overly-

complicated overall structures? 

How can you help delight customers and create better teams 

that improve performance for ABB? 

Our ABB colleagues in Sweden have found a good way to 

combine internal and external programs. Internally the work 

is focused on staying slim and effi cient, with growth initiatives 

and leadership training. The external awareness campaign 

spreads ABB’s message of helping customers stay competitive. 

“It was our way of committing to better performance, making 

sure we use a shared approach to change and improvements 

that will not be derailed if we have organizational changes 

or unit managers change jobs,” says country manager Sten 

 Jakobsson. 

The steady performance improvements – from a zero result in 

2000 to a healthy profi t expected this year – show ABB in Swe-

den are good at culture change, too. 

Next week, at the GEF, we will discuss how to deliver hard 

numbers while building the next, improved level of perfor-

mance. 

As Fred Kindle says, “Strategy is key, and our strategy is good. 

Execution of strategy is even more important. But it is getting 

the people and culture factor right that will have the most 

impact. We just need to remember that there are no quick 

fi xes.” 

How true. You know that it is by delivering on our promises 

that ABB will have the greatest return on all our efforts. 

We will get there. We have a good, clear strategic focus. We 

are paying attention to mid- and longer-term factors such as 

people development. 

So let’s agree to share an inspiring challenge – how can we 

ensure that ABB lives up to its potential? 
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change doesn’t just happen

September 24, 2004

To make more of our global strengths as one com-
pany, we need to drive change, Jürgen Dormann 
says in this week’s letter. Key change initiatives 
were discussed at the recent Group Executive 
Forum. 

In business, change doesn’t just happen. Change is usu-

ally triggered either by pressing needs or by aspirations to 

position the company for new, future market conditions.

Books have been written about how to manage change. 

The bottom line, in my view, is that it is mainly a question of 

determination. 

Agree upon goals, set time frames and deadlines, make 

clear who is responsible for what, and explain to everyone 

involved what is going to happen and why. 

And once we decide, we move forward and stop arguing. 

Like two years ago, when a convergence of serious problems 

forced us to make deep changes quickly. 

As soon as we agree upon the goals, it is no longer a ques-

tion of what to do, but how to achieve the set targets. 

On Thursday at the Group Executive Forum, we discussed 

three major change initiatives aimed at improving our future 

performance and market orientation. 
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At the meeting, I was impressed by the willingness of people 

to speak up, and openly disagree. This is a change in culture 

already – and a key change. 

Fred Kindle himself set the tone by sharing his fi rst impres-

sions of ABB, saying that we need to fi nd ways to fully 

leverage our global strengths as a technology leader with 

strong local roots around the world. 

Later during the meeting he also underlined the need to 

undertake strong efforts to improve our safety record, as 

well as ensure zero tolerance of improper business practices. 

“Each of us has a moral duty to make sure that we are fully 

compliant with our business ethics, as well as our legal 

duties. Unethical behavior is simply not accepted,” Fred says. 

Fred gave clear direction up-front for the group work ses-

sions saying, “We should run a global business for global 

results.” 

One of the new initiatives in focus was the new Group 

Account Management setup. Frank Duggan, who is in 

charge, reports directly to the Executive Committee, and 

that will drive changes in both structure and culture. 

As the ambition is that our group account managers offer 

customers more of our portfolio, across business areas, they 

will in future be full-time ABB group positions. 

So we need to ensure our group account managers can stay 

closely involved – not just in high-level account planning, but 

in the concrete bid strategies and project reviews that occur 

in the units they are attached to today. 

This will require more openness between teams, delegation 

of real authority to the group account managers – in a word, 

more trust. 

The about 60 Group Executive Forum participants brain-

stormed ways to create better conditions for the new setup 
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– so that we can achieve the shared ABB goal of growing our 

business. 

As Dinesh Paliwal said, “other big and complex companies 

have well-functioning group account management, so there 

is no need for us to re-invent the wheel. We are studying 

IBM, who are best in class here, and will learn from them.” 

Peter Smits led a session on how we can make the stream-

lined Power Technologies organization – and the PT front 

end sales set-up – generate both savings and better growth. 

The day’s discussions also included updates on our strategy 

work streams – on China, North America, Process Automa-

tion, Global Sourcing – and sessions on safety, compliance, 

business principles and branding. 

The meeting was rounded out with a lively workshop on 

how to become more market-driven in our business model, 

rather than factory-driven. 

Listening to the feedback debate, I asked myself if we need 

a new mindset to become more market-led. What do you 

think? 

For me, we should focus on the coming changes our cus-

tomers are facing, so that we can help them make those 

changes successfully. 

Let us drive the changes ourselves, for the right reasons, 

even if it means overcoming long traditions. Let us drive 

changes because they will, in the end, improve our results. 
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staying power

October 1, 2004

We have to tell analysts and investors how we 
plan to reach our targets, Jürgen Dormann writes 
in his letter this week. Power Technologies divi-
sion had that opportunity this week in Ratingen, 
Germany.

Reaching our 2005 targets is the prime objective of all of 

us in ABB. 

Our credibility with shareholders and fi nancial institutions, 

our access to capital, our credit rating – in short, key facets 

of our reputation – depend on achieving this goal. 

We have promised, and we must deliver on our promises. 

The analyst community, whose job it is to check progress, is 

a key constituency. Senior leaders in ABB spend considerable 

time keeping them informed – because only transparency 

can rebuild trust. 

This week Peter Smits and his Power Technologies team met 

with about 60 analysts and investors in our focused factory in 

Ratingen, Germany, outlining the prospects of the recently 

reorganized division. 

Fred Kindle, attending to get a fl avor of how analysts view 

ABB, observed at the start of the meeting that there is a 

great need for investment in energy markets in the coming 

years to improve supply and reliability of power. 
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“For ABB as a key player, that is good news in both the short 

and long-term,” he said. 

Peter showed how PT division will achieve its 2005 EBIT tar-

get of 10 percent and revenue growth of 5.3 percent while 

building a new front end sales organization tooled to take 

full advantage of a portfolio of intelligent power products 

embedded within intelligent power systems, made in ABB 

and serviced by ABB. 

Peter’s message to investors was clear – as the market leader, 

ABB is now also simplifying its organization at both the 

global level and in the markets to capitalize on our strengths 

in products, systems, solutions and services. 

“Operational excellence, intelligent systems and our leading 

technology will ensure we achieve our targets,” Peter said. 

The analyst Will Mackie at Commerzbank, calls ABB an 

“emerging power play,” expressing “renewed confi dence” in 

PT division. “Power Technologies division ideally positioned 

for rising spend on power,” is the headline of his report after 

the meeting. 

Peter presented the divisional overview as well as the pros-

pects for the PT Products business area, which he also leads. 

PT Systems head, Michael Hirth, presented the overview for 

his business area. 

The sessions in Ratingen began with an analysis of world 

energy investment by Dr. Fatih Birol, a chief economist in 

the International Energy Agency. 

The good news for our business, according to Dr. Birol, is 

that world demand for electricity is poised to increase rap-

idly, and leading the charge are China and Asia, followed by 

the United States, Canada and the European Union. 

To power its galloping economy, China alone is each year 

adding to its grid the equivalent of all the installed electrical 

base in Switzerland. 
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But if there is clear opportunity in Asia, we mustn’t lose 

sight of business opportunities in other markets like the EU, 

where half the current electrical capacity – which is mostly 

coal-fi red – could be retired and upgraded by 2030. 

For analysts the question is, are we positioned to take 

advantage of the opportunities present in power markets, 

wherever they may be? 

Peter and Michael showed them how we will do it. 

The simplifi ed PT structure and a new front end sales 

approach to expand the range of products we sell to our top 

customers are key drivers of profi table growth, Peter said. 

As Michael said, “We try to understand well in advance what 

drives customers’ business, and develop systems to support 

them. For example – network management, to monitor and 

stabilize grids so utilities can trade electrical energy.” 

Short-term priorities in the division include strengthening 

front end sales to increase portfolio coverage and customer 

penetration, leveraging technology platforms and tapping 

deeply into high service market potential. 

Technology is key to growth at PT, and is the reason we are 

already leading all power markets – high- and medium-volt-

age products, transformers, utility automation and power 

systems. 

And that is a message investors and the people who watch 

ABB need to hear. 

Our job, yours and mine, is to make sure we can all seize 

these opportunities in the markets and deliver on these 

promises – as one ABB. 

Our company has a tradition of innovation reaching back 

over a century – that’s the staying power we need, today and 

tomorrow. 
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the best bricks build the best houses

October 8, 2004

Over the long haul, steady efforts are needed to 
grow and prosper, says Jürgen Dormann in this 
week’s letter. After the dramatic events of the 
past two years, now we need to focus on key but 
less spectacular actions to improve our perfor-
mance.

Thanks for your letters on a range of topics – change, 

company culture, our fi nancial targets and being 

 market-led – in response to information and views that I’ve 

shared with you in recent weeks.

“There is no such thing as an ABB culture,” one colleague 

writes, adding that many people in our company still feel 

part of the company they worked in before it became part of 

ABB.

“There is a downside in a structure that splits the company 

into many relatively small, somewhat autonomous busi-

nesses,” writes another colleague.

Is this true? In part, it is. And it takes, as another colleague 

writes, “years to build a culture, and it takes years – and 

harder efforts – to change it.”

Much of ABB’s culture has been marked by fragmentation. A 

“federation of companies” is the language used in business 

books to describe ABB’s origins. 

This has its upsides and its downsides.
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It was relatively easy in the long early period of expansion by 

acquisition to integrate new companies into ABB. Add the 

ABB logo, place ABB in front of their former name, and let 

them get on with business.

But over time, the downsides outweigh the upsides. Without 

integration and a shared approach and shared processes, 

companies lose energy – and create higher costs – through 

lack of cohesion. And there is too little discipline on key 

themes. 

You know the story. We’ve lived it. In the end, our cost base 

was much too high. 

So change is needed, even though it may be uncomfortable. 

Moreover, change is going to happen, even if some manag-

ers still try to isolate their units against it. The aim is to fully 

reap the benefi ts of our global scale. 

That doesn’t mean bland uniformity. It means using econo-

mies of scale and scope. This frees up time to focus on 

innovation in all aspects of our business. Why? Because we 

don’t have to spend time discussing ill-defi ned processes 

and disputed turf. 

And it means building trust through transparency where we 

have had the companies in our “federation” treating each 

other like competitors.

It also means that we can be market-led in the true sense 

– developing the technologies that our customers will need 

tomorrow while fulfi lling their current needs today.

In your feedback, some of you see contradictions where 

there are none. Technology is more important than markets, 

was one comment. Both are key. And we don’t need either 

one or the other – we need both.

What about the goals and targets for this year, asks one 

colleague after my letter last week in which I stressed the 
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importance of meeting our fi nancial targets for 2005. Of 

course our own targets for 2004 are key. 

Nothing is more important than hitting the agreed targets, 

or beating them, every month, every quarter, every year. We 

also must deliver on our promises.

But the 2005 ABB targets are the fi nancial milestones we as 

a company have committed to – and our credibility in the 

fi nancial markets hinges on reaching them.

We will achieve them – if you focus on what is important to 

our customers. 

I have also asked you to refl ect on what we could do to pro-

vide more value for customers.

I liked one reply in particular. It simply said that we should 

all work in a way that makes us proud of our own achieve-

ments, and focus on the right things. 

That way, we would automatically build customer value – 

if we also keep in mind what we can achieve, and what our 

limitations are, as individuals and as a company. 

Don’t ever promise something you can’t deliver – in your 

own work or in a product or solution that we offer.

It may seem too simple, but it isn’t. The approach is based 

on teams with shared values and a clear purpose. And it is 

based on our business principles – responsibility, respect and 

determination.

Who knows – it may even be the beginning of lasting change. 

To grow, we need to channel our own human energies. We 

need your sense of responsibility, your respect for each 

other, our partners and society around us, and we need your 

determination

Together, all of us have shown what can be done to trans-

form a company from near-collapse to a sound business in 

little more than two years.



302

After that, today’s challenges may not seem as spectacular 

– nor will they rebuild the overblown glory of ABB in the 

mid-1990s. But they are important for our long-term success. 

Driving operational excellence, sharing best practice, mak-

ing people feel valued, working as one global company for 

global results. These are the bricks that build the house of 

the future. And the best bricks build the best houses. 



303

commit to health and safety!

October 15, 2004

ABB’s health and safety record needs sharp 
improvement. Despite strict regulations, col-
leagues and contractors are being killed and 
injured. In his weekly letter, Jürgen Dormann 
underlines the need for strong management lead-
ership to ensure that safety becomes embedded 
in everything we do and in our common values.

This week we began a series of courses for senior manag-

ers around the world on working more safely. I expect 

that the training will set off a wave of improvements in the 

area of health and safety. We badly need a sharp improve-

ment, and quickly. 

In order to accelerate our progress, we have teamed up with 

DuPont, an acknowledged industrial safety leader. We have 

designed two-day sessions to train 120 senior ABB managers 

in health and safety between now and next March. 

The training sessions underline the fact that management is 

responsible and accountable for safety – and that the right 

tone must be set from the top. 

The training sessions will equip managers with key safety 

information and ways to improve, so they can lead with the 

benefi t of detailed knowledge. 

Health and safety awareness needs to be fully integrated into 

our shared commitment to leadership, and into our perfor-

mance and values, both individual and collective. 
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The starting point is simple, if very challenging: every injury 

or incident is one too many. 

We are making progress in some areas, but overall the health 

and safety record is bad, despite the safety management sys-

tems that have been agreed and mostly implemented in our 

businesses this year. 

So I ask you: Are all of us taking the issue seriously enough? 

Are you? Is it truly embedded in our behavior? 

Sadly, I believe the answer in some cases is still: no. 

Strong management leadership is key to ensuring a strong 

safety culture, to making the personal safety of everyone 

who works for ABB or comes into contact with our products 

a top priority. 

Our safety record is an integral part of our reputation, since 

it shows if we truly care for people – our own or others. 

No proclamations can ever weigh up the loss of a life or an 

injury. 

So, we need total commitment from the executive commit-

tee, the divisions, BAs through to plant managers not just to 

introduce the right procedures but also to see that policies 

are carried out and weak points addressed. 

The processes and procedures are not there to be imple-

mented and quietly laid to rest. The thinking behind them 

must become part of our everyday behavior. 

As Gary Steel says: “Policies, procedures and reporting are 

essential but are not suffi cient. We have to engage every-

one’s hearts and minds to improve safety performance.” 

There are too many other examples – some of which you 

may recognize – and some of them have fatal consequences. 

Standards, once set, have to be maintained globally. We must 

retain a constant focus on health and safety, as part of our 

daily work. 
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Our performance goal is to stop hurting people – whether 

they are employees, subcontractors, members of the public 

or the people who use our products. 

Key to improving performance is improving our behavior, 

how we think and act every day. Health and safety thinking 

needs to be built into everyday business activity. 

A good health and safety culture will be one built on the 

three core elements of our company culture: respect, 

responsibility and determination. It must refl ect our values, 

and be integral to them. 

A good health and safety culture – with training given, poli-

cies and procedures laid down, implemented and followed 

– is vital to the success of the company and a pre-condition 

to restoring our position as a top company. 

If we grow revenue and profi ts but still kill and injure peo-

ple, then we will not have achieved operational excellence 

– and our growth will not be sustainable, since a poor safety 

record shows we have not mastered our own business. 

It is often overlooked that safety is, in fact, a key perfor-

mance indicator. We – all of us in ABB – need to ensure it is 

part of our thinking in our everyday business.
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building the future, made in abb

October 22, 2004

ABB’s growth potential in China will mean chal-
lenges in our traditional countries to ensure that 
we add more value through innovation, Jürgen 
Dormann says in this week’s letter. The Board 
of Directors and the Executive Committee will 
meet in Beijing next week to discuss our expan-
sion there, and a growth plan will be revealed at 
a press conference – a few days before our third 
quarter results.

Thanks for your letters. I see growing awareness of the 

need to improve our health and safety performance, 

and was heartened by your astute observations on how to 

evolve our culture. Let’s make sure we progress steadily in 

both areas.

As you know, on Thursday we will announce our third quar-

ter results. You will understand that I can’t share any details 

with you, but we remain on track. 

On the other hand, this doesn’t mean that we can rest on 

our laurels.

In business, unless you move fast, you quickly fall behind. 

That is true for ABB and for our competitors. It is also true 

for our customers and other business partners. Finding a 

fast, safe route forward is everyone’s challenge.

So, our efforts to steadily sharpen our operational excellence 

must continue – because we live in a world of global, open 

competition. As I have told you before, compared to our 
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best competitors, we still have plenty of room for improve-

ment.

The desire to ensure ABB’s continued progress will be the 

underlying focus of a series of meetings next week, begin-

ning with some key gatherings in Beijing. 

In the Chinese capital, we have a customer event, a meeting 

of the Executive Committee and the quarterly meeting of the 

Board of Directors.

On Monday, we will also hold a press conference to provide 

more insight into our growth strategy for this important mar-

ket. 

China is our third biggest market already, and ABB is well 

positioned to help meet the country’s enormous need for 

reliable electricity and greater industrial productivity. 

China, with its high productivity, also presents golden oppor-

tunities for export. 

So, I will announce ABB’s plan for growth in China, including 

a plan to add more jobs.

As I have shared with you before, this will have impacts on 

other regions. But again, this is an opportunity for all coun-

tries in ABB, and not a threat.

When our business in China grows, it doesn’t have to mean 

that our operations in Sweden, Germany or Finland shrink – 

on the contrary. 

Our motors and drives business in China is contributing to 

growth in our business in Finland. 

When our power business expanded in China several years 

ago, it meant bigger volumes in a plant in Ratingen, Ger-

many, making core components.

Every high-voltage transmission order in China means more 

work in Ludvika, Sweden.
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The list can be made longer, and the country names can be 

replaced on both ends.

So, in this case, it is more than just a shift of jobs from 

Europe to China, which some people fear.

This is an issue of how we address innovation – how we can 

add more value in our traditional countries, and how we can 

use global sourcing to our best advantage.

In my mind, our industrial heritage helps show the way. 

Technology is a key, as it always has been, and technology is 

everywhere in ABB. 

Over the coming years, using our global resources wisely, 

and managing for global success, will also test our shared 

ambition to be an industrial leader.

There are a number of questions we can and should ask our-

selves to make sure we get it right – to make sure that the 

rising tide will indeed raise all ships.

Let’s start with technology. Do we understand how the 

underlying science of our business is developing? We do. 

Can we identify how to use an expanding reservoir of 

technology know-how and apply it to anticipate and meet 

customer needs? The answer is yes.

Do we have the resources to turn technology into products? 

Yes, defi nitely. That is what we do. 

Do we have trained and motivated employees? Of course we 

do.

So, are we, the people of ABB, ready to meet the challenges 

ahead as the world’s manufacturing base moves east? I think 

we are. What do you think?

My confi dence is based on more and more evidence indicat-

ing that more people in ABB are beginning to understand 

what “Made in ABB” stands for. 
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One standard for the quality and performance of our prod-

ucts, systems, solutions and services; shared values, based 

on our business principles; and a commitment to always 

deliver on our promises.

It stands for being both commercially astute and socially 

responsible. It stands for winning with integrity. It stands 

for leading-edge technology, for a pioneering spirit and for 

being at home everywhere.

This is the way we work around here. To build the future, 

Made in ABB
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remarkable progress

October 29, 2004

Our progress is remarkable, and we just need to 
keep delivering on our promises, Jürgen Dormann 
says in his weekly letter analyzing the reactions to 
our quarterly results.

Yesterday we reported our third quarter results. It was 

the eighth consecutive quarter of better results, good 

growth on the top line, a strong order book with good mar-

gins, and we had a sizeable net profi t. 

As you will have seen, Automation Technologies had a great 

quarter, and almost made up for a temporary shortfall in 

earnings in Power Technologies. 

We lowered debt, and we have stabilized cash fl ow. 

Our non-core business, where we book the remaining parts 

of Building Systems, is now only three percent of revenues, 

and no longer a burden on our results.

Downstream oil and gas is now at break-even, after having 

been a gaping hole, thanks to great efforts.

Moreover, look what a difference a year can make. In the fi rst 

nine months, orders were more than $1.5 billion higher than 

last year, at $15.7 billion. Group earnings were $776 million, 

an increase of 70 percent compared to a year ago.

Profi t over nine months was $188 million, up from a net loss 

of $388 million. That is $576 million higher than a year ago.
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We confi rmed that we are on track to deliver a net profi t this 

year, and we confi rmed our group margin target of eight 

percent for the end of 2005, despite the challenges Power 

Technologies now faces in quickly and robustly addressing 

its issues.

We also shared our views that we have good demand for our 

two core businesses.

And our share price fell by 15 percent. Why?

The answer lies in one word – “expectations.” 

Financial markets work on fact-based mood swings, valuing 

companies based on their expectations of future earnings.

As we all can see, our results show that ABB is a healthy 

company again. In recent months our turnaround was recog-

nized as a fact. Expectations grew, and our share price rose 

more than 25 percent.

Yesterday, the mood swung the other way. Why? 

Third quarter earnings were lower than expected in Power 

Technologies. The guidance on corporate costs this year and 

next was higher than expected.

Note the word “expected.” 

One analyst report said in its headline – “Results okay, guid-

ance not.” Some banks downgraded our stock and changed 

their recommendation from buy to sell.

So, what are the facts?

Power Technologies earnings in the quarter were affected 

by a combination of known issues that are being vigorously 

addressed – steeply rising raw material costs that could not 

be immediately passed on to customers, a few project issues, 

and tough pressure on our $200-million power lines busi-

ness.
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Corporate costs, for headquarters in Zurich and in our coun-

try structures, for our investment in R&D, for pensions of 

former ABB employees in the divested power generation 

and trains businesses, and for the new accounting processes 

under U.S. stock market rules, will not come down as quickly 

as anticipated. 

As you can see, compared to two years ago when we were 

close to collapse, these are small problems. But they were 

not expected. 

These are problems that will be fi xed. 

Fact is that we are also in a transition phase. We have not yet 

announced our new chief fi nancial offi cer – but will soon do 

so. 

Let us look at what the media says. 

The headlines were mostly fair, refl ecting ABB’s return to 

solid profi t, but also the drop in the share price. 

The stories focused on our improvements – on the plus side 

– but also refl ected the issues that irritated the stock mar-

kets. Here a few samples:

The Wall Street Journal Europe said stock market dealers 

felt the decline in the share price was exaggerated, but also 

underlined a question mark under PT’s margin target.

The infl uential Frankfurter Allgemeine Zeitung headline said 

“ABB’s Stumbling Progress.” And the key Swiss newspaper, 

Neue Zürcher Zeitung, headlined “Questions Raised On 

ABB’s Ability to Grow Earnings.”

A leading Swedish daily, Svenska Dagbladet, said in its head-

line “Thumbs Down for ABB – Automation performs, but 

Power fails targets.”

Basler Zeitung, of Basel, Switzerland, headlined “ABB On 

Track – Stock Market Goes Crazy.” 
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It’s all about expectations – about taking a short-term or a 

long-term view.

So we received a lesson in how mood works in the markets – 

and not for the fi rst time.

Conclusions? Our progress is remarkable. We just need to 

keep delivering on our promises. But also, due to a past his-

tory of shattered expectations, our credibility is fragile. The 

solution is not to boast or brag, but to be realistic.

And to stay the course.

As Fred Kindle told both journalists and the analysts in our 

telephone conferences yesterday, you should be proud of 

ABB, and of what you have achieved in turning the company 

around.

In this period, Fred is right to stress both stabilization and 

continuity.

His messages, in presenting the results with me to the media 

and in his analyst telephone conference with 235 partici-

pants, were very clear. 

First, we will tell you the situation as it is, as we have in the 

recent past. And secondly, we will address our issues, and we 

will do so quickly. 

Third, there is no change in strategy, apart from some fi ne-

tuning. 

We will work on improving the day-to-day running of the 

business through operational effi ciencies. 

And we will make sure that we look after our greatest asset – 

you, the people of ABB.

Now, to improve the day-to-day business and make sure we 

manage ABB as a global company for global results – instead 

of a federation of companies – we are putting one more 

strategy work stream into motion. It is called the Business 

Model.
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I have told you about the business model work stream 

before – its aim is to make sure we become more competi-

tive and more responsive to the needs of customers.

We will run a pilot project in medium-size transformers, 

a product group with factories in Germany, Finland, Italy, 

Poland, Turkey and Spain, and customers in some 20 coun-

tries.

You will hear more about this next week. The pilot project 

will run through 2005, and will give us a chance to validate 

the business model. 

The business model addresses the fact that we have different 

businesses, but also that we can achieve ABB’s full potential 

if we mobilize our skills and assets on a global scale.

I count on your support – in making sure we meet our 

targets, and that we break down any remaining silos that pre-

vent us from becoming a successful global leader.
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building a better company

November 5, 2004

This week in his letter, Jürgen Dormann welcomes 
ABB’s new chief fi nancial offi cer – Michel Demaré 
– and observes the new CFO will fi nd when he 
joins us in the new year a steadily improving busi-
ness built on a strong foundation of technology, 
exemplifi ed by Technology Day in Västerås, Swe-
den.

On Monday, we announced that Michel Demaré will join 

ABB as our new chief fi nancial offi cer (CFO). Michel is a 

Belgian with a broad international background and deep fi nan-

cial expertise.

Now, after the completion of ABB’s turnaround, the reward is 

a return to normalcy. But normal business still holds plenty of 

challenges for us all. 

As we attend to the business of serving our customers and at 

the same time improving ABB step by step, we must focus on 

operational excellence. 

Simply put, to make ABB grow with solid margins and a stable 

cash fl ow, our operations must become more effi cient. 

Michel brings rich risk management and treasury experience 

from running the fi nance side of a major global product busi-

ness of Dow Chemical.

As a key player in our top leadership team, Michel joins ABB 

early next year. Fred Kindle will have taken over from me as 
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CEO, and my own focus will have shifted to my role as chair-

man of the board of directors. 

Fred has already laid out our new CFO’s priorities: help 

improve our balance sheet – lower debt and gearing – stabilize 

cash fl ow, design new business review systems, and support 

ABB’s communications with the capital markets. 

With this focus, and our steadily improving results, we are 

confi dent that the rating agencies – which grade the creditwor-

thiness of corporations – will restore ABB to investment grade 

before long.

It’s all about building a better company. 

This also means keeping our focus on harnessing leading-edge 

technology for our customers in utilities and industry so they 

can improve the supply of electricity and increase productivity.

Maintaining that edge with technology made in ABB is key to 

strengthening our market leadership positions.

ABB technology was the subject of our Technology Day in 

Västerås on Wednesday, attended by around 50 journalists from 

a dozen countries, from around Europe, the United States, Bra-

zil, South Africa and Japan. 

In their presentations – which covered all of ABB’s technolo-

gies with special emphasis on AT division – Fred Kindle, as well 

as Dinesh Paliwal and chief technology offi cer Markus Bayegan, 

underlined the importance of a thriving R&D to our future. 

Our R&D work benefi ts all our stakeholder groups: customers, 

shareholders, employees and society.

For customers, ABB technology means improving their busi-

ness. For shareholders, R&D promotes value since advanced 

technology will generate returns and open up markets. 

As Fred told the journalists, one of the reasons for our fi ghting 

spirit and loyalty is, very simply, that we all like working for a 

company that is a leading technology innovator. 
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We have the opportunity to translate knowledge and skills into 

products that are brought to market, and serve customers and 

community. We are spurred by the knowledge that our innova-

tive work is deployed and shared worldwide. 

Part of this pride also stems from the knowledge that our 

technology helps to improve the fundamentals in society – 

infrastructure and productivity needs, environmental needs, 

development needs. 

As well as looking at our latest technologies, a number of jour-

nalists attending the Västerås event wanted to hear whether we 

would be focusing our industrial operations more in emerging 

rather than mature countries.

The simple answer is: both.

Technology is an important differentiator when it comes to the 

increasing competition from emerging countries. 

We need to build on innovation and deep knowledge in our 

mature countries. 

As an industrial leader, it is our obligation to ensure that we 

maintain our technology lead and add value to our traditional 

operations in western Europe and North America.

This will create opportunities for our employees and maintain 

our ability to drive innovation in those countries and contrib-

ute to economic growth.

It is only through innovation that we can continue to prosper 

in our mature markets. In today’s global world, no one can 

compete on cost alone.

The tasks awaiting all of us – in fi nance offi ces, production 

units, business centers, laboratories around the world – show 

that we have challenges and exciting opportunities ahead of us. 

Building a better company will take time, and I count on your 

support.
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flying the flag

November 12, 2004

In his letter this week, Jürgen Dormann examines 
the foundations of ABB’s corporate strength, and 
observes that the spirit of ABB refl ected in a new 
advertising campaign is the same spirit that got 
us through tough times in recent years.

Companies need a strong foundation and certain traits 

that hold them together. In ABB, our leading-edge 

technology, our can-do spirit and our ability to be at home 

everywhere form this foundation. 

These characteristics express who we are. They have grown 

out of our history of more than 100 years of hard and 

inspired work by talented, dedicated people with good stra-

tegic foresight. 

Those traits – the substance of ABB – made it possible to 

stabilize the company relatively quickly after we drifted into 

trouble a few years ago.

I’ve said this before, and I’ll say it again. It is thanks to that 

foundation, in combination with the customer relation-

ships that you – the people of ABB – keep alive, that it was 

possible to continue to do business, service and grow our 

installed base, enter new markets and launch new products.

But, surely, the art of business is simpler than that? 

Isn’t it just securing and exploiting advantages that allow you 

to squeeze the best possible outcome from every transac-

tion, come what may?
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Our history tells us it is not that simple. Real entrepreneurs 

seek positive outcomes for all involved with us as a com-

pany. Such behavior forges stronger teams within ABB and 

strengthens our links with customers and other business 

partners.

So, we must nurture the soft people skills that lie behind 

every new product, along with the technology innovation 

and pioneering spirit. These skills are key to anticipating and 

meeting customer needs. 

What triggered these refl ections was a phrase I recently 

heard. It captured the ABB spirit well. They were the closing 

words in an ABB television commercial, part of our new stra-

tegic campaign to strengthen awareness about ABB in the 

key U.S. market. 

After showing a whole range of ABB’s offerings, the commer-

cial ended: “If you can think it, we can do it.” 

At fi rst hearing, this may sound boastful and presumptuous. 

But it is not, and let me tell you why.

The words mean that someone in ABB – most likely a team – 

will have the ability to hear signals amid the noise of every-

day interactions, and in those signals spot a customer need. 

And turn that need into a product, system, solution or ser-

vice.

The awareness campaign consists of television commercials 

and newspaper advertisements. It was created by the U.S. 

communications team with support from communicators 

from the core divisions and our group communications func-

tion, and is being used internationally, too.

At our Group Executive Forum in September, when I saw the 

campaign for the fi rst time, I was also inspired by some of 

the newspaper ad headlines. 

Let’s see if you know what they refer to. 

“Invisible power lines. That’ll be something to see.”
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“We can see a blackout coming from miles away.”

“Downtime is not an option.”

“Innovation drives everything we do.”

Now, if you don’t see what’s behind the headlines, visit www.

abb.com.

You will see, the ads neatly point to our tradition of innova-

tion, reaching back across the years and forward into the 

future. 

The entire campaign refl ects one more trait characteriz-

ing our company – our commitment to consistent quality, 

regardless of where products are manufactured. 

What we call “Made in ABB.”
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doing the right thing for the right reasons

November 19, 2004

Under what circumstances should ABB do busi-
ness – and where should we not? In his weekly 
letter, Jürgen Dormann looks at two examples 
– one current and one past – and says that such 
dilemmas have to be carefully managed.

Managing dilemmas is a hard job. What is right in one 

situation may be wrong in another, depending on a 

mixture of facts, views, circumstances and assumptions. But 

doing the right thing for the right reasons must always be 

our goal.

Our business principles provide a compass for our behavior 

in our own teams, with our customers and business part-

ners, and in our interactions with society around us. 

Add the long-term perspective. ABB helps improve elec-

tricity infrastructures, and we help customers increase 

productivity, while saving energy and minimizing the impact 

on the environment.

Yet at times our actions are contested, and our role per-

ceived differently. Then we must face the debate and state 

our case.

To do so, our integrity must always be unassailable. We must 

abide by international rules. We must demonstrate that we 

carefully weigh alternatives, regardless of where we do busi-

ness.
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Let me explain, with one case from history and one from a 

current controversy.

ABB, and earlier Asea and BBC, have for decades helped 

provide electricity infrastructure in Latin America, also in 

periods of military rule in some countries. 

Would the people in these countries have been better off 

without electricity, if we had followed calls for boycotts and 

refused to deliver? All told, I don’t think so. 

Access to electricity is a key prerequisite for economic devel-

opment. Countries that develop economically will over time 

also progress socially and environmentally – and the other 

way around. 

With our long-term perspective, we can’t go in and out as 

political winds shift, just as we can’t be naive about our role 

and the impact of our business. 

At the same time, it is obvious that when international sanc-

tions are decided, we act accordingly. We don’t do business 

in Burma, where democratic rights are violated.

Moreover, a moral compass is not enough to manage dilem-

mas. We are guided by an array of external and internal rules. 

Our export control specialists and legal counsels make sure 

these rules are known in ABB, and help our local manage-

ment comply. 

Moreover, our risk reviews will increasingly include human 

rights aspects, because this is the right thing to do. 

Even when we are guided by the right intentions and strict 

rules, there will be dilemmas to manage.

At present, public debate is growing over whether com-

panies doing business in Sudan, a country ravaged by a 

horrible civil war, aggravate the plight of the people. 

Let us examine the facts.
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We have two projects in Sudan – one for power transmission 

from a dam to the capital Khartoum, to Port Sudan on the 

Red Sea and to a city on the Nile. 

We also delivered a process control system to an oil fi eld in 

the south of Sudan. 

The United Nations Security Council is currently meeting in 

Nairobi to deliberate how to end the confl ict in Sudan, and 

whether to impose sanctions on the government.

International non-governmental organizations urge compa-

nies to abandon their projects in Sudan, saying they prop up 

the military government in Khartoum.

So, it is no surprise that concerned investors write to ABB, 

and that we are mentioned in the media in critical tones. The 

questions we receive are these:

How can ABB, known for its sustainability approach, do busi-

ness in Sudan?

How can ABB, with your involvement in an international 

project to create a human rights toolbox for businesses, con-

duct business in Sudan?

Some of the answer lies in understanding such questions – 

and certainly in understanding the impact of our company.

First, if economic sanctions were decided, we would of 

course abide by them. 

Second, in Sudan, too, of course we have made sure that we 

strictly abide by the relevant export control rules.

Third, being there, what can we do to infl uence the situation 

positively?

I ask myself this. If we pulled out due to the protests, would 

peace come about faster, or would other companies simply 

pick up our projects, and thus prolong the confl ict? 
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Was it wrong to be there in the fi rst place? When peace 

returns to Sudan, surely the people have a right to electricity, 

and to the opportunities for economic development that oil 

exploration brings?

These are real dilemmas. It is our job to manage them. 
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at home everywhere

November 26, 2004

As the Christmas tree is being decorated in the 
lobby of our Zurich headquarters, this week Jür-
gen Dormann refl ects on the unique advantage 
we have because of our roots in many cultures. 
He also asks how we can pass on the experiences 
of ABB veterans who worked around the globe to 
those with their career still ahead of them.

When we ask engineering and business graduates 

around the world why they want to join ABB – and 

our experienced people why they remain in ABB – many 

underline the opportunities and the realities of a career in a 

truly multinational environment.

At times, it is tempting to regard this as a new phenomenon 

– a result of globalization. 

But of course there is more to it than that. Just think of 

where ABB has been active throughout our history, in some 

places with activities going back to the 19th century.

That makes for a wealth of know-how built up by people, 

one experience at the time. 

And along with a strong presence built by our people in 

more than 100 countries, here are key reasons why we can 

justifi ably say that ABB is at home everywhere. 

Along with setting down strong local roots, we acquired 

global savoir-faire thanks to the many ABB people who spent 

years of service in international careers.
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How do we ensure that their accumulated insights into cus-

toms and cultures – from different personal starting points 

– are passed on to those in ABB with years of work ahead of 

them?

We have some innovative solutions in ABB. In ABB in Swit-

zerland, managers between 60 and 65 years of age can work 

as consultants. I believe that we need to develop a variety of 

ways of transferring hard-won experience. 

Technologies change and markets develop. But the founda-

tions of business customs and local cultures actually remain 

fairly constant despite globalization and more travel. 

So it would not be productive if each generation of ABB 

people had to learn these lessons from scratch, often one 

mistake at a time.

Today, I am thinking of two ABB people whose experiences 

hold lessons for us all. 

I won’t mention them by name, because I know they may be 

embarrassed. 

But I know these veterans, and they in turn know that I 

appreciate their achievements, their dedication to ABB, and 

what they stand for. 

They have the key leadership attributes – competence, ambi-

tion and integrity. I also see in them a further attribute that is 

very relevant to all of us – a sense of perspective.

Just this week, I attended a retirement party held for one of 

them. A European, he worked for more than 40 years in the 

company, starting as a young engineer and manager in Latin 

America. 

He learned to grow the business in several languages amid 

different local customs. 

The other colleague was our fi rst representative in an Asian 

country that today sees record growth rates. 
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Familiar with the local cultures, he has spent his business life 

shepherding our expansion. In his country, ABB has grown 

from him alone 25 years ago to several thousand people 

today.

Both of these veterans have developed a keen eye for 

people, as well as for customers and culture. And they know 

how to create win-win situations for customers and ABB. 

That, too, is something we must make sure we can pass on 

to our younger people. 

Our geographical and cultural diversity can be a strain, a 

source of misunderstanding and confl ict if we don’t treat it 

like an asset – and listen and learn from each other.

Actually, our multitude of cultures is a unique opportunity in 

our more global world, provided we align among common 

goals and work as cohesive teams. 

Just consider the statistics:

Which company of some 100,000 people has on its work-

force 14,000 Germans, 10,000 Americans, 10,000 Swedes, 

8,000 Finns, 8,000 Italians, almost 7,000 Chinese, some 3,000 

Indians, and more than 2,500 Swiss?

Which company has 30 nationalities at group headquarters 

alone? 

In which company would you fi nd six different passports 

among the 10 people working in the Executive Committee 

or, at the next global level, as heads of the Business Areas?

I know you know. It is ABB. 



328

a delay – not a derailing

December 3, 2004

The ruling by a U.S. appeals court to send the 
asbestos plan back to a lower court for a review of 
some technical legal issues simply means a delay 
– and not a derailing – in fi nding a fair solution, 
says Jürgen Dormann in his weekly letter.

I expect that you will have seen the news by now. The Third 

Circuit Court of Appeals in the United States has ruled 

that the proposed plan to deal with asbestos-related claims 

against Combustion Engineering will go back to the District 

Court for a review of certain aspects. 

The plan, announced in January 2003, included a $1.2 billion 

trust fund for asbestos-related claims against Combustion 

Engineering, a U.S. subsidiary of ABB. 

The fund consisted of the assets of Combustion Engineer-

ing valued at $812 million, about 30 million ABB shares, and 

cash contributions totaling about $350 million. 

That plan had the approval of an overwhelming majority of 

claimants and two lower courts, the bankruptcy court and 

the district court. 

We are now considering our options following the Appeal 

Court’s decisions, and expect to be able to fully resolve the 

issues raised by the court – promptly and without signifi cant 

additional costs. 

In the meantime, Combustion Engineering and ABB Ltd 

remain protected from asbestos litigation. 
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The appeals court found that it was not appropriate to 

include Lummus Global and Basic Ltd – a former maker of 

building materials acquired in 1979 by Combustion Engi-

neering – in the plan to settle the asbestos claims. 

Our legal experts will look at other ways to deal with the 

asbestos exposure of these two companies – which is insig-

nifi cant. 

My colleagues and I are surprised and disappointed by the 

appeals court ruling, given the two earlier court approvals. 

At the same time, we remain confi dent that this issue will 

be settled fairly by dealing with the questions raised by the 

appeals court. 

It is important to note that the court did not reject the plan 

in its entirety, such as the proposed size of the settlement, 

but asked for a review of certain technical legal questions. It 

is a delay, not a derailing of the plan. 

What does this mean for you and me in our daily work? It 

means having a question mark lingering a little longer. 

Our legal team will deal with the asbestos issue while we 

continue to ensure that our business improves. 

Customers, markets, operational excellence, making our tar-

gets, ensuring ongoing technology innovation – that is our 

job. 

I count on your support. 
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assuring integrity

December 10, 2004

The Sarbanes-Oxley Act is designed to strengthen 
corporate governance and restore investor con-
fi dence. In his letter this week, Jürgen Dormann 
looks at the implications for ABB, saying it is an 
opportunity to improve our processes and assure 
integrity.

The reason we have mandatory management procedures 

and reporting processes in ABB is to ensure the integrity 

of our company and secure our business success. 

The way we report on projects and performance, internally 

and externally, is key. How else could we measure progress, 

spot irregularities and take corrective action? 

Processes have both practical and cultural aspects. But in a 

nutshell, good processes reinforce perhaps the most impor-

tant of all human character traits: being ethical. 

Today, international companies with U.S. shareholders or a 

U.S. stock market listing are compelled to introduce gover-

nance procedures aimed at avoiding wrongdoing. 

You may recall why these so-called Sarbanes-Oxley corporate 

governance controls – named after the Sarbanes-Oxley Act of 

2002, section 404 – are being introduced. 

It is because of the wrongdoing a few years ago of large U.S. 

companies such as Enron and WorldCom. 
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Section 404 requires each annual report of companies listed 

on the New York Stock Exchange – which ABB has been 

since April, 2001 – to include a special report by manage-

ment on the company’s control over fi nancial reporting. 

That, in turn, now requires us to put a new internal control 

system in place, because compliance with regulations is criti-

cally important. 

We began this corporate governance project, known as SOX 

404, in 2003. So we have already begun tightening our gover-

nance routines, but a lot of work remains to be done. 

What are we doing, and what does it mean for us in ABB? 

We recently set up a special team to drive the introduction 

of the new procedures, led by Volker Hevler in the fi nance 

department at headquarters here in Zurich. 

Around the world, the SOX team relies on our ABB country 

managers and heads of fi nance, who are responsible for local 

implementation. 

As a non-U.S. company with a New York Stock Exchange list-

ing, we have a deadline for certifi cation to the required SOX 

404 standards in 2005. 

The cost to ABB of introducing the additional corporate 

governance procedures is signifi cant – it could be as much 

as 50 million dollars in 2005. 

But introducing the corporate governance system is not a 

one-time exercise. 

After certifi cation, the system will remain in place – and we 

are taking this as an opportunity to improve our processes. 

Trust is good. Trust and good controls are even better. 

Let there be no doubt – implementing the new system is 

important. It is a job for our specialists and key managers. 

This means that it must in no way become a distraction for 

our ongoing business. 
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Most of us continue to focus on what we always do – serve 

customers, secure growth with good margins and improve 

our operational excellence. 

Finally, I can’t resist voicing a few personal thoughts in this 

context. 

Can integrity really be legislated? 

Will this new law eradicate the sort of criminal energy that 

drove a few managers in a couple of large corporations to 

manipulate the companies’ books? 

And, turning that thought on its head – isn’t ensuring the 

integrity of our business in fact everybody’s job, all the time? 

I think you will agree with me that we all must work in a 

manner that is open and honest, living our business prin-

ciples of responsibility, respect and determination. 

And be ethical – that is: do the right thing, even when no 

one is watching.
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the stabilization phase

December 17, 2004

We have come a long way in the past few years, 
but ABB must work hard to become a high per-
former with sustained profi table growth, Jürgen 
Dormann writes in this week’s letter. Securing 
operational excellence gains and creating less 
complex structures are two of the challenges 
ahead.

Thanks for your letters. Integrity is a theme that many of 

you obviously have thought about a lot. As so often, I’m 

grateful for the straightforward way you communicate. 

This is one of the changes we have seen over the past two 

years or so – addressing our issues openly, putting them into 

context openly, and debating openly. 

What I hope more people in ABB – especially middle man-

agement around the world – will learn in our next phase is 

to take a bigger view, with “one ABB” in mind. 

I’ll come back to that. Let me fi rst briefl y review the key 

milestones of the past few years. 

One of the many reasons that I’m proud of what we have 

achieved together – and I mean all of us – is that we have 

injected and channeled focus and energy into ABB. 

Some distance remains, but we have traveled a long way 

on the road to being a truly competitive, high-performance 

company with sustained profi table growth. 
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Simply speaking, it was a blend of focus and energy that 

made it possible to achieve our turnaround. The results from 

eight good quarters speak for themselves. 

Our core business focus, Step Change, the key divestments 

and last year’s increase in our share capital were key factors 

in rebuilding a stable fi nancial foundation for ABB. 

As we have seen, our customers remained loyal, thanks to all 

your efforts. 

Now, by acting on the strategic plans we mapped out 

while we were mending the basics, we are taking steps to 

strengthen our positions in key markets. 

The asbestos question mark remains. We have a delay. I 

remain confi dent that a solution will be found soon, at 

no signifi cant extra cost. Why? Again, a simple answer – in 

its key parts, our plan is not challenged because it is both 

sound and fair. 

So what lies ahead for the company after the turnaround 

phase? 

First, this coming period as Fred Kindle takes over the opera-

tional leadership of ABB is a stabilization phase. 

I believe we must continue with the good work in the direc-

tion we have set, focusing on the core and growing from the 

core. Let us implement our strategy. 

Second, in order to become a more attractive share and 

regain our investment grade, we must deliver on our prom-

ises to the fi nancial markets. 

Third, operational excellence will be a major part of the sta-

bilization phase. Doing more with less and not reinventing 

the wheel. 

Ask yourselves: What is the best way of doing this or that 

task? How can we learn from others? What is the benchmark, 

in ABB and outside? 
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Why do we often seem to do the same things in different 

ways? There are always reasons for the status quo. But none 

of them matters much if you really want to improve perfor-

mance. 

Fourth, to build an even better future, we will need to 

address two structural matters. 

The fi rst is to fi nd a better balance between the common, 

shared, must-do targets and processes and the right degree 

of freedom on how to implement global decisions. 

Here, one key challenge is to differentiate between the roles 

of the biggest ABB markets and how we operate in the many 

countries where we only have sales forces. 

This global-local balance is hard to fi nd for any company. It 

seems especially diffi cult for ABB, which, as you know, used 

to operate as a confederation of companies. 

The second structural issue is our many layers of hierarchy 

combined with narrow spans of responsibility. 

This creates too many silos with too many boxes at too many 

levels, and thus too much micromanagement. This, in turn, 

creates turf wars and makes it hard to ensure alignment 

around shared imperatives. 

Addressing these challenges will not bring major changes 

overnight. A dialogue centered on fi nding the right steps 

must take place. 

But let there be no doubt – the direction is clear. In a glob-

ally connected world, open is good and closed is bad. That 

goes for organizations as well as minds. 

Next week, I’ll write my fi nal letter as CEO to you. I’ve 

enjoyed the conversation. 
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thank you!

December 22, 2004

In his fi nal weekly letter as CEO, Jürgen Dormann 
says that open, two-way communication is here 
to stay. Sharing his thoughts on leadership, he 
also thanks everyone in ABB for displaying great 
enthusiasm, dedication and focus.

It seems like only yesterday when I began writing these 

weekly letters to you. 

At the time, they were born out of necessity. We had to make 

sure that everyone in ABB understood drastic action was 

unavoidable – to focus ABB on our core business while at 

the same time addressing our deep problems. 

But plain speaking and careful listening can go hand in hand, 

and over time we developed a dialogue. As I have so often 

said, I learned a lot from your feedback, and I want to thank 

you for that. 

Now some of you have asked what will happen to the CEO 

letters when I hand over to Fred Kindle, so I asked him. 

He will continue the open dialogue as CEO, but not in the 

form of weekly letters. Once a month, he will record an 

open telephone forum with invited ABB people from around 

the world. Each forum will then be available afterwards on 

inside.abb.com. 

In addition, once a month he will share his own refl ections 

with you in writing. So CEO communications with the com-

pany will continue, just in a different form. 
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Personally, I much look forward to working with Fred and his 

team in my capacity as chairman of the ABB board of direc-

tors. 

And I know that Fred, Michel Demaré, Dinesh Paliwal, Peter 

Smits and Gary Steel count on your open feedback as essen-

tial in building an even better company. 

Before I go, your correspondence tells me that I owe you a 

further set of thoughts. 

A while ago, after I wrote about competence, ambition and 

integrity as the key traits of a leader, several of you asked me 

about my defi nitions of leadership itself. 

So, here is as good a set of defi nitions as you will fi nd for 

leadership at all levels. You may recognize some of these 

thoughts from our weekly dialogue. 

1. Operate with complete integrity. Keep your word, and do 

the right thing – even if you are the only one who knows you 

are doing it. 

2. Become an expert in your fi eld. “Expert power” provides 

one of the major sources of authority because people follow 

those who “know their stuff.” 

3. Tell people what you expect. Use clear language to 

describe goals, values and expected behaviors. Develop a 

plan, and act on it. Listen for feedback that may signal the 

need for a change in tactics, or even in strategy. 

4. Mean it when you commit. You’ll inspire people if you 

show them you accept the risks that commitment brings. 

You do that by sticking to your path in adversity and solving 

problems that seem impossible to others. 

5. Expect the best. Maintain a self-confi dent vision of what 

you want – success – not a negative view of what you don’t 

want – possible failure. Positive thinking has power, but only 

if you fuel it with enthusiasm. 
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6. Care for those you lead. Put their needs at the top of your 

priority list. If things go wrong, “take” two things – charge 

and responsibility. And when things go right, share two 

things – the recognition and the rewards. 

7. Put others fi rst. Think of those you lead before yourself. 

Celebrate their success by giving them as much credit as 

possible. And share their pain even if it is inconvenient, dif-

fi cult or costly in time, money or other resources. 

8. Do what the word “lead” implies – get out in front. If 

you’re not willing to do what you ask your people to do, 

don’t ask them to do it. 

9. Play to your own strengths. Learn how to compensate 

your weaknesses. Let your team members understand how 

you rely on them, and why. Don’t assume you know every-

thing, or that you are always right. 

10. Keep a sense of perspective. Strive for broad-based solu-

tions. Take the time to resolve differences. No one gains if 

you leave only wreckage in your path. 

Thanks again. 

Your enthusiasm, dedication and your focus on what is 

important made my period as CEO a great experience. I am 

proud of what we have achieved together. So should you be. 

Now, in closing let me wish you and your families a peaceful 

holiday season.



For additional information visit www.abb.com


