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Go to first hit 

ABB, the European engineering group, yesterday announced a boardroom reorganisation designed to simplify decision-making and strengthen links with shareholders.

The company, which also posted a 73 per cent increase in net profits for 1995 to Dollars 1.32bn, said the move would reinforce the 
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merger from which ABB was created when the group's two holding companies, 
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Asea of Sweden and Switzerland's Brown Boveri, pooled their operations in 1988.
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Asea and 
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BBC shares rose 2.2 per cent and 1.9 per cent respectively on hopes that the streamlined structure would make the group more attractive to investors.
Mr Percy Barnevik, the chief executive, announced the changes in Warsaw, where ABB was holding its annual group press conference in order to highlight its commitment to eastern Europe, where it is making extensive investments.

Under the plan, Mr Barnevik will become chairman as well as chief executive. Instead of a board formed from four 
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Asea and four 
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BBC directors, ABB will have a combined board of 11, including four new non-executive directors.

Among these are Mr Peter Sutherland, the former General Agreement on Tariffs and Trade director general, Mr Yotaro Kobayashi, chairman of Fuji Xerox of Japan, and Mr Lodewijk van Wachem, chairman of Royal Dutch Petroleum.

To underline the new sense of unity, 
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Asea is to change its name to ABB AB, and 
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BBC will become ABB AG. ABB will also take over the two holding companies' remaining activities, including distributing dividends.

Mr Barnevik said the proposals would mean the 
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merger started in 1988 was 'virtually complete' He pledged to resolve the remaining 
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merger issue - unification of 
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Asea's and 
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BBC's separately listed shares, which has been delayed by negotiations with Swiss tax authorities on shareholders' tax liabilities arising from a stock 
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merger.

Mr Barnevik also said that although he would be both chairman and chief executive, the group would eventually appoint a new chief executive.

ABB could adopt the UK system of a non-executive chairman supervising the business, and a chief executive in day-to-day charge.

Although Mr Barnevik said no timetable had been set for choosing a chief executive and no candidates had been discussed, the announcement is bound to heighten interest in his possible successors.

These include two executive vice presidents - Mr Armin Meyer, the 46-year-old head of ABB's power generation business, and Mr Alexis Fries, aged 40, who runs the group's Asia-Pacific operations.

01 March 1996, The Financial Times , London Page 16 
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ABB's move to restructure its board should simplify decision-making and strengthen links with its shareholders. Like most cross-border combinations the Swiss-Swedish engineering group was set up with a dual shareholding structure at the time of its 1988 
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merger. That may have been necessary to minimise tax problems and satisfy national pride, but it is clearly not ideal. Separate holding companies in different countries can make the group cumbersome to run, often leading to compromise when decisive action is needed. Unilever and Shell, which both have dual shareholding structures, have lately lost ground to rivals.

Under the new structure, shareholders in Sweden's 
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Asea and Switzerland's Brown Boveri will each approve four directors, who will automatically sit on the ABB board which controls the business. ABB will also take over the two holding companies' remaining non-core operations and assume responsibility for distributing dividends.

This is still second best to a proper company with a unified shareholding - a goal ABB is working towards, though there are still tricky legal and tax problems. Meanwhile, this more streamlined structure is a useful transitional step. It solidifies the 
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merger and should make the group more attractive to investors. It may also serve as a blueprint for restructuring sensitive sectors like the European defence industry, where shareholders' interests have traditionally lost out to national sensibilities.

