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Case Objectives and Use

The case presents ABB in its 2004 crisis year as a basis for discussion on the role of boards that is likely to change over time. The A case describes ABB at the beginning of its turnaround situation, in which especially the financial side suffered due to the “perfect storm” circumstances: 

1. Acquisitions were funded with debt based on a due diligence that had been performed too swiftly. The acquired companies were also poorly integrated.

2. There was a strong move to reposition ABB as an automation solutions provider without the necessary processes and organization having been previously planned.

3. There was a slow-down in the technology sector worldwide after the dot.com bubble had burst.

4. ABB’s asbestos liabilities in the US increase snowballed.

5. A share buy-back triggered a liquidity crunch.

6. Business conduct standards were eroding.

7. … and the media focussed sharply on the company as Percy Barnevik, ABB’s Chairman (up to 2001) and CEO (up to 1996), was thought to be Europe’s answer to management guru Jack Welch at GE. 

The case series on corporate governance specifically deals with the question of what tasks the board can and should play in the strategy development process and the probable reasons for the Board failure that contributed to the crisis. 

Case Synopsis

Discourses on boards and directors often emphasize roles and responsibilities, as corporate governance is specifically determined by the relationship among the various participants when determining corporations’ direction and performance. Previous research and publications have revealed the large variety of roles that boards can play. In particular, the role of the board in corporate strategizing has long been a core subject of debate. There is a frequent call for more active and contributing boards, criticism of mere “rubber stamp boards” that limit themselves to signing off CEO’s decisions. These role typologies often risk being too general, and lack a contingency perspective. This case series sheds light on the different roles the boards can and should play, especially in a turnaround situation, but also beyond. 
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