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A word from the editor

Dear valued readers, members, and friends,

Welcome to the 1st issue of the Turnaround Management Journal in 2014

The current issue of the Turnaround Management Journal is a collection of the finest articles
and studies around Turnaround Management, Corporate Restructuring and Transformation
Management. I am very proud to introduce some new authors and great articles from estab-
lished fellows.

In 1978 Dr. Donald D. Bibeault, Managing Director at Verto Partners, published his first
book “Corporate Turnaround: How Managers turn Losers into Winners”. Since then Don-
ald’s book is on the shelf of every corporate restructuring and turnaround executive I know.
It is the number one selling book in the industry. In 2015 Donald will publish a new book
which is packed with insights of his very successful career saving and turning around compa-
nies. I got an exclusive insight into the book and I am very happy to be the first to publish an
excerpt in this issue of the Turnaround Management Journal.

Dr. Tobias Plate, Senior Partner and Head of Restructuring, at Roland Berger Strategy Con-
sultants and his colleagues are presenting a very interesting study about corporate restructur-
ing in the Gulf Cooperation Council. A paper that is not only valid for this part of the world
but for many countries around the globe.

Distressed private equity is a newer sector of the alternatives investment market. Although
its roots go back to the 1980s, it has expanded significantly over the past decade, broadening
the geographic and market sectors it pursues. Kelly DePonte, Managing Director at Probitas
Partners, provides background on the distressed private equity market’s historical develop-
ment, the current state of play, and where opportunities lie in the future.

I hope you enjoy reading this issue as you have enjoyed our past publications.

Kind regards,

D CBrlstoph Lym ﬁ??’
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~Experience of the employed personnel does not end at
grades of testimonials and certifications."

Florian Hesse
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Employee’s Knowledge
The Unknown Innovating Power from Inside

by Florian Hesse

Business Consultant of RBSR GmbH & Co. KG (Germany)
CITM Certified International Turnaround Manager - Level C

By analysing causes for a company's crisis
many executives makes the fault to only take
a look on ,hard facts® just like accounting-
indicators, EBITDA-evolution or similar ac-
countable issues.

But in most cases the ,soft facts“ are as im-
portant for sliding into crisis situation as the
hard facts are.

By taking a more global view on a company
in trouble you will often see that EBITDA and
Cash Flow will become worth after strategic
mistakes have been done in the past and the
company lost its tactical strengths in the rele-
vant market.

So by thinking about creating solutions for a
long-term successful turnaround of the com-
pany it is important to create a new strategic
policy for it.

Of course doing this is much more difficult
than creating solutions ,just“ for an impro-
vement of the accountable issues because a
»measurable“ approach of success could not
be identified easily.

Exactly this stage of analysing is often the
point when a second fault is made by just ta-

Member of the Turnaround Management Society (TMS)

king a look on approaches outside of the com-
pany, just like disadvantages in the relevant
branch.

But in most cases it could be so easy to iden-
tify an effective approach for a strategic ciri-
sis-analyzation: the employees!

Experience of the employed personnel does
not end at grades of testimonials and certifi-
cations.

There is much more knowledge ,,stored” at
the personnel about trends in the market,
costumers reactions and (dis-)advantages of
the company's own producing-processes.
Because of this there are at least three questi-
ons that have to be asked:

1. Why do the employees know about
those important and critical aspects of
company's environment?

2. Why don't know the highest and espe-
cially the upper executive bodies of the
company about the same aspects?

3. Why didnt ask the members of upper
and top management the other employees
about it?
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It sounds very easily and clearly that it is a lo-
gical consequence to just ask employees for
getting the demanded answers as an executive
in upper management position.

But the truth is much more difficult than ist
seems to be.

The answer why in many company that had
sliced into a troubling situation is not that no
one of higher executive did not asked it is be-
cause there are different points of views and a
damage of corporate communication culture
at all.

When thing are happening in the expected
parameters and aimed goals are reached usu-
ally no one recognizes the need of a corporate
communication culture - especially not in
small and medium-sized companies.

The lack of it often “appears” just when com-
pany had entered a crisis situation but the
truth is that it had never existed before and
this is one of the root reasons why no one in
the executive management recognized early

enough that there hat been indicators for an
upcoming crisis in nearer future.

Of course - as a CEO you just have to know
about your company, or what your company
is doing.

But that does not automatically ensures that
you know about your business.

I think every company do have special attri-
butes that ensures success of it but that is nor-
mally not enough to STAY successful.

What I want to say is that it is not enough to
know which processes are happening INSIDE
of your company when orders are going to
become products (or services as well).

It is also important - and my opinion is that
it is even more important - to know what is
happening OUTSIDE of your company but
INSIDE of the relevant environment!

Just take a moment to give yourself an answer
of the following question:

Your company works like ....

Xe D3

Order is going to

Il f
Collecting of orders production

Producing what is
ordered

Bring final product
into the market

Do you have a look to your environment ?

M =

Market-situation:
Change in costumor's
behavior

Competition:
Arising of a huge number
of new competitors

Innovation:
Change and _Milestones”
inside of the branche
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What improves your success more:

o the facilities your product differs from the
competitor's product or

 the facilities the aimed costumer group is
looking for?

To get a realistic and ,,clear” view of the envi-

company is acting and reacting to other peo-
ple, they all became - or will become - experts
at their topics.

What your employees receive is a not filtered
reaction of how costumers react, how prob-
lems arise between different departments of
your business, how long or short the duration

Manufacturing )

Administration

Input of Employees in operations

N SO

Employees Knowledge= FACTOR OF SUCCESS

ronment there is no better approach than the
knowledge of your employees!

When you think about your staff than in most
companies you are thinking of many different
departments and activities inside of your pro-
ducing-chain:

There are administrative employees or your
workforce for manufacturing and of course
you have staff for sales and purchasing.

Because of that input of people through your
whole production-chain (and ,value-chain®!)
there are many different specialists of every
topic that is important for your business.

And because every employed person in your

of manufacturing processes takes and so on.
And - what is most important - they receive
this information first!

This is the best approach you could get to as-
sess your company and your portfolio and
trends that are arising in your market and
also what costumers expects of your products
and services.

You just could say it more easy:

“The knowledge of your employees are the
factors of your success!”

Good managers in most cases have a state-
ment of their work and how they think about
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Executive

CEQ's * Setting of strategies an ,policy”

Function

Process- 2 Operative processes and responsibility
Overview are delegated to employees!

Communi- QS Setting of Statements / Feed-backs

cation

Goal of work EZ@ Growth of earnings (Maximizing profit)

Employees Employees
{(Wishes) (Recognisation of every day)
i
o Everybody does ike they
CEO's ‘ . 45T setting of .what” and z ‘\‘ think = bo=t” / Every-day
Function 41132 _how todo ‘ work hoappens _arround”
a I CEO
A
Process 1 ‘l 4 CEO Is overview avery ~ - CEO has lost contact
Overview a4 topic/operation e OC O EI to the employees' work
X > Formal and informal 1321211 Mostly communication
‘—C;T":’:;:‘“' g_(—« communication 1o the e — inside of informal
& & collegues / CEO x.r 1 1 l : 2 groups without CEO
oo -
) . Saving of the life- = wWaht has do be done
Qoal of work ( S standard / affirmation &L—) will be done. but WHY
and FOR WHAT 277
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the own one is unfortunately not the ,true
one“ in every case.

But what most CEOs do not recognize is that

other people may have another point of view. ~ And even if your staff do not tell you how they
So there is normally not just one ,version® of think about you and how you are doing your
the ,,concept of the world“ and because of that  job they have a meaning about it!

. .The opinion of
CE?- s Understanding /@ aur boE; ils
question é .J BT & always truel”
: 1111 Howdothe
Meaning {by ) 111 employees think Answer (of the “YES SIR!I*
the CEO) MEEL apoutit? .

/e

Understanding . Meaning (by the
(by the CEO) Employees)

10



