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Striving for excellence

Pro forma TargetsActual 

EBITDA

(in NOK billion)

0,33

0,57

1,00

1,30 1,34
1,46

1,75

1,50

2001 2002 2003 1Q 04 2Q 04 3Q 04 +1yr 2006
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The starting point gave us many of the answers

Excellent technology and 
know-how

…but

Over 200 operating companies 
with different cultures, systems 
and execution models
High fixed cost base
Varying approach to risk

Davy 
Group

Trafalgar 
House

Maritime 
Group

John 
Brown

Aker Oil 
& Gas
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Examples of initiatives

Screening of prospects and tenders
Common project execution model (PEM)
Reductions in overhead costs
Cost flexibility
Global sourcing
Shared services 
Upgrades of IT infrastructure
Performance based executive pay
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Bus.dev Assess Approve Kick off

Prospect funnel

Positioning Negotiate

• Pre-qualification 
checklist

• Core Capability & 
Strategy Profile

• Business Norms

• Authorisation 
matrix

• Risk Register

• Risk quantification

• Risk Classification

Prepare

• Key update 
checklist

• Bid/No Bid 
checklist

• Tender submission checklist

Screening of prospects and tenders

Risk dashboard in use for 12 months for all 
prospects above USD 10 million
Over 500 active tenders
Reduced bidding costs and improved hit ratio

Group Risk Committee review
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Effects from Project Execution Model (PEM) 
implementation emerging

Project execution model
rolled out across the Group
All new large projects shall
follow the PEM methodology
Effects emerging - examples
of realised improvements
from completed projects

Predictability
Interface management
Quality
Customer satisfaction

FEASIBILITY &
CONCEPT

SYSTEM
DEFINITION

DETAILING &
FABRICATION

    
TENDER

&
 KICK-OFF

SYSTEM
COMPLETION

ASSEMBLY/
ERECTION

CONCEPT 
COMPLETE

M1D

GLOBAL DESIGN
 COMPLETE

M2C M3C

PREASSEMBLIES
 READY FOR
SHIPMENT

M4C

MECHANICAL
COMPLETE

M5D

CLIENT 
TAKEOVER 

SUBMIT
TENDER

KICK-OFF 
COMPLETE 

PEM strategic phases and milestones

Projects move through ”toll gates” with
having strict requirements w.r.t. quality, 
schedule, financial performance and risks
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Cost reductions – Subsea example

Global business stream
structure implemented
Two manufacturing
plants closed
Staff reduced with 700 
people since 2002
60% of subsea system 
costs outsourced

Examples of cost reductions

100 % 100 %

75 %

50 %

Overhead Wellhead example

2002 2004

Manufacturing
labour and 
overhead
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Cost flexibility – Significant increase
in use of agency/ hired-in personnel

Macro example: OGPE Micro example: Power engineering

0 %

20 %

40 %

60 %

80 %

100 %

2002 2003 2004

Staff Hired in staff Hired in operatives

0 %

20 %

40 %

60 %

80 %

100 %

2002 2003 2004

Internal Subcontracted Outsourced
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Cost flexibility – Ellayess important tool 
for providing skilled flexible labour

Senior Engineers Specialists
Engineers Designers and Detailers
Site and Commisioning Project Support

-

10 000

20 000

30 000

40 000

50 000

0-5 yrs 5-10 yrs 10-15 yrs >15 yrs

0

200

400

600

800

1 000

1 200

2002 2003 2004
current

Contractors provided by Ellayess
(number of people in average)

Pool of skilled people available 
(background and years of experience)
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Global sourcing – better value sourcing

100 % 100 %

80 %

60 %

Steel structure Circuit board

Europe Asia

Sourcing examples 
(costs in West Europe vs Asia) Sourcing hubs in China, 

India and Eastern Europe
20-40% cost savings 
achievable on sourced 
items
Bottom line effects 
emerging 

Cost savings required to 
maintain competitiveness
Sourcing skills and 
systems improving
More flexible cost base
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Shared service – an important driver of cost 
reductions and quality improvements

Regional shared service 
organisations formed 
worldwide during last 24 
months

1300 employees
Focus on transactional 
services 

Cost and quality effects 
becoming visible

Scale effects
Service level agreements

Shared service progress in 2002-2004 Examples of cost reductions (Norway)

100 % 100 %87 %
74 %

Payroll Equipment lease
2003 2004

Examples of cost reductions (UK)

100 % 100 %
59 % 60 %

Finance overhead Standard PC
2002 2004
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IT infrastructure – investments for the future 

2002-2004 IT/IS change projects

NewIT
Working towards common 
global operating processes

Change2Harmony
Implementation of SAP globally
Roll-out in Norway started

Application Blueprint
Group-wide standardisation of 
management application 
portfolio

Group desktop solutions
Group intranet and internet 
solutions
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Performance based executive pay

84 %

100 % 104 % 100 %

120 %

100 %

AK Mrkt AK Mrkt AK Mrkt

Variable pay
Benefits
Fixed pay

80%

Aker Kvaerner top mgt pay vs market 
(based on performance vs budget)

Variable pay for top 
executives
Transparent compensation 
with few fringes
Performance pay structure

Financial drivers: 
– Meeting financial targets
– Improvements vs last year
– Working capital

Personal objectives
– Values and leadership 

approach

Note: Benchmark valid for Norway only

100% 120% of budget
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DISCLAIMER

This Presentation includes and is based, inter alia, on forward-looking information and statements that are 
subject to risks and uncertainties that could cause actual results to differ. These statements and this 
Presentation are based on current expectations, estimates and projections about global economic conditions, 
the economic conditions of the regions and industries that are major markets for Aker Kværner ASA and Aker 
Kværner ASA’s (including subsidiaries and affiliates) lines of business. These expectations, estimates and 
projections are generally identifiable by statements containing words such as ”expects”, ”believes”, ”estimates” 
or similar expressions. Important factors that could cause actual results to differ materially from those 
expectations include, among others, economic and market conditions in the geographic areas and industries that 
are or will be major markets for Aker Kvaerner’s businesses, oil prices, market acceptance of new products and 
services, changes in governmental regulations, interest rates, fluctuations in currency exchange rates and such 
other factors as may be discussed from time to time in the Presentation. Although Aker Kværner ASA believes 
that its expectations and the Presentation are based upon reasonable assumptions, it can give no assurance 
that those expectations will be achieved or that the actual results will be as set out in the Presentation. Aker 
Kværner ASA is making no representation or warranty, expressed or implied, as to the accuracy, reliability or 
completeness of the Presentation, and neither Aker Kværner ASA nor any of its directors, officers or employees 
will have any liability to you or any other persons resulting from your use.
The Aker Kvaerner group consists of many legally independant entities, constituting their own separate 
identities. Aker Kvaerner is used as the common brand or trade mark for most of these entities. In this 
presentation we may sometimes use ”Aker Kvaerner", "Group, "we" or "us" when we refer to Aker Kvaerner 
companies in general or where no useful purpose is served by identifying any particular Aker Kvaerner 
company.


