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Step Change
Annual results
conference

Gary Steel February 27, 2003
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Step Change – the culture change
A phased approach

n US$ 500 million project (July 2001 - September 2002)
n  Lower run-rate of US$ 500 million by Dec 02
n  Job reduction of more than 16,000
n  50% by natural attrition
n  Restructuring costs of US$ 370 million

n US$ 800 million project (January 2003 - June 2004)
n Cost base reduction by at least US$ 800 million

n More than 1,300 projects identified
   – implementation underway

n Produce sustainable, permanent savings
to increase competitiveness

n Simplify structures and ways of working to drive culture change

n Further phases of Business Excellence,
Performance Focus, Leadership and Accountability
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Status February 20, 2003

≥10 <10 <5 <1 Total
cost

savings

Cost
 of

sales
except
SCM

Supply
chain
mgmt.
(SCM)

R&D Sales,
general

and
admin.

Unit
rational-
ization

Other

820

Number of
projects 4 23 195 1,170 443 144 32 728 20 25

Split by project size Split by type

US$ 800 million cost-savings breakdown

Size of cost
savings

US$ million

1,392
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Status: job reductions completed and planned

n Total jobs as at 02/09: 146,500

n Reduction of jobs in Q4/2002: 7,400

n Core business: 4,500

n Non-core business: 2,900

n Divestment OGP and MCBS:    30,000

n Further planned reductions: 10,000 – 12,000

n Job target:           97,000  – 99,000
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Status: savings measures
n More than 1,300 projects defined to

realize target of US$ 800 million
n US$ 280 million in Automation Technologies

n US$ 260 million in Power Technologies

n US$ 290 million in overhead function

n Strong focus on fast delivery

n Implementation has started
n Led by the Executive Committee

n Local responsibility for implementation

n Supported by project team

n All cost-saving initiatives closely tracked

n Global measuring and monitoring tool in place

n All 1,300 measures included at local BAU level

n Embedded in global management process

n Regular global reporting and follow up




