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The Beyond Budgeting principles

Change in leadership

1. Customers - Focus everyone on their
customers, not on P’lferarr:hfca# relationships

Change in processes

2. Processes — Organize as a lean network of
accountable teams, not as centralized functions.

1. Goals - Set relative goals for continuous
improvement; don't negotiate fixed contracts.

3. Autonomy - Give teams the freedom and
capability to act; don’t micro-manage them.

2. Rewards - Reward shared success based on
relative performance, don't pay incentives.

4. Responsibility — Create a high responsibility
culture at every level, not just at the top.

3. Planning - Make planning a continuous and
inclusive process, not a top-down annual event.

5. Transparency - Promote open information for
self management; don't restrict it hierarchically.

4. Controls - Base controls on relative indicators
and trends, not variances against plan.

6. Governance — Adopt a few clear values, goals
and boundaries, not detailed regulations.

5. Resources - Make resources available as
needed, don’'t allocate them in advance.

6. Coordination - Coordinate interactions
dynamically, not through annual planning cycles.
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StatoilHydro

®* Norwegian oil and gas
company; Scandinavia’s largest

® Turnover and market cap

approx. 60 bn USD, listed in NY -

and Oslo

® 31.000 employees in 40
countries

® World’s largest offshore
operator, Europe‘s second
largest gas supplier, the world’s
third largest crude oil seller

® Four times #1 on Dow Jones
sustainability index
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Key principles

e Performance is ultimately about outperforming peers

e Do the right thing in the actual situation, guided by the StatoilHydro
Book, your Ambition to action, decision criteria & authorities and sound
business judgement

e Within this framework, resources are available or allocated case-by-case
e Business follow up is forward looking and action oriented

e Performance evaluation is a holistic assessment of delivery and behaviour
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Ambition to action example - Retail Poland

Ambition: Exceeding Customers Expectations with a lean retailing beyond expectations — aiming for a top MEC position
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Solving a budget conflict

Step 1 Step 2

Traditional budget / plan Separate

~ <Front-loaded
Target < «Ambitious

. *Relative if possible

7~ eBusiness driven not calendar driven

Budget / plan =

*Expected outcome — early warning
eTarget
Forecast < *Frequency and time horizon — lead time

*Forecast and target horizon driven

) oL imited detall
*Resource allocation ~

—_— ~ *Dynamic - no pre-allocation
Resource *Projects - decision gates & criteria
allocation *Operations - relative KPIs etc.

“Same number — - «Monitoring - intervention if needed only
conflicting purposes” "Different numbers”
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The Ambition to action process

STRATEGY & TARGET SETTING PLANNING PEOPLE@STATOILHYDRO

Ambitious - relative to peers Expected outcome Holistic assessment
Possible I Target!
gaps ' review,
NS r--

Actions & KPI
Forecasts

Ambition & KPI
Strategic selection

Objectives & KPI
targets
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More than 800 "Ambition to action” across the company
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A new performance language
- from mechanical to holistic assessment
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Pressure testing KPI results: 50/50

eDeliver towards the strategic
objectives?

eHow ambitious KPI targets? Living the values
<Changed assumptions, with positive or - _ _ .
negative effect? Day-to day-observations
<Agreed actions implemented, or «360°/ 180°/ 90° surveys

corrective actions initiated as needed?

. . ePeople surve
eDelivered results sustainable? P y

eIndividual development plan

T
StatoilHydro




10 things that can’t be explained in 20 minutes....

Why we need to change...

How to get the green light and top management support....

How to overcome resistance and scepticism in the organisation....
How to manage costs without budgets....

Why we don’t do five quarter rolling forecasts....

Why budgets must go if you want to realise the full potential of the balanced
scorecard...

Why KPIs can’t do the job alone....

How to avoid seven balanced scorecard pitfalls....

©Co~N OOk~ wdE

Why individual bonus can cause more damage than good...
10 Why HR must be onboard..
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Implementing
Beyond
Budgeting
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Unlocking the Performance Potential

Bjarte Bogsnes

Forewor d by Robert S. Kaplan

.butitis all
In the book!

(and a lot more...)

Out now on Wiley (US)
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Thank you for listening!

Questions or comments — now or later?

Beyond Budgeting Round Table (BBRT)

www.bbrt.org

Bjarte Bogsnes
bjbo@statoilhydro.com

+47 91613843
-]
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