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Introduction

> In late 2004 and in 2005, Roland Berger Strategy Consultants conducted an
extensive study on the reasons and success factors for restructuring
projects in Europe

> The current European restructuring study 2005 builds on the studies
regularly conducted in Germany. We interviewed CEOs and general
managers of a total of some 2,600 companies in various industries in
European countries

> The analysis included companies that have carried out a restructuring
project in the past three years
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2,575 companies in Europe were interviewed

Overview of the restructuring study 2005

Source: Roland Berger, Restructuring Survey 2005

Western Europe Germany Central and Eastern Europe (CEE)

NOTES

> CEOs and general managers of
2,575 companies in 12
European countries were
interviewed on the topic of
restructuring

> Of those,
– 675 are located in Germany
– 750 in Western Europe
– 1,150 in Central and Eastern

Europe (CEE)

> The response rate was as high
as about 13%. Overall, it came
to 10.3%
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48%

16% 22% 14%

50%

19% 23%
8%

33%
42%

11% 14%

Dimensions of the companies included [sampling rate in %]

The present Europe 2005 study includes both SMEs and major
corporations

Source: Roland Berger, Restructuring Survey 2005

BY SALES BY NUMBER OF STAFF

WESTERN
EUROPE

CEE

≤500 ≤1,000 ≤5,000 >5,000

AVG. = EUR 1,361 m AVG. = 3,660 FTE

AVG. = EUR 1,563 m AVG. = 3,440 FTE

35% 38%

16% 10%

≤500 ≤1,000 ≤5,000 >5,000
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8%7%5%
8%

31%

2%

10%

10%

10%

11%

Industry breakdown[%]

Europe´s key industries were included in the study

Source: Roland Berger, Restructuring Survey 2005

Construction

Plant/mechanical
engineering/steel

Pharma/
chemicals/oil

Utilities/
energyAutomotive

Tourism/
transportation

Electronics

Media/IT/Internet/
telecommunications

Other1)

Retail

1) "Other" includes banks/insurance companies and the food industry, among others

NOTES

> The data sample comprises
a diverse selection of
industries

> Pharma and chemicals/oil
companies constitute the
largest single group (11%)
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Summary of key findings in six focus areas (1/2)

Source: Roland Berger, Restructuring Survey 2005

Companies are slow in responding to crises – only 50% respond within 12 months
> Companies in Western Europe tend to respond to crises more quickly than those in CEE
> In CEE, liquidity problems are much more frequently the cause of crises than is the case in

Western Europe (25% vs. 9%)

Management commitment is the most important success factor for successful
restructuring projects – success factors are not yet being implemented sufficiently
> At the same time, companies that implement the success factors to a high degree see significantly

higher increases in earnings following restructuring
> Sales-up programs are an important part of restructuring

Early warning systems are considered important, but they are often not
implemented
> Early warning systems are not implemented sufficiently, particularly in CEE
> Rolling liquidity forecasts are too neglected in Europe (especially CEE), particularly in companies

with liquidity problems

1.

2.

3.
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Summary of key findings in six focus areas (2/2)

Source: Roland Berger, Restructuring Survey 2005

4.

5.

6.

2/3 of the companies require additional liquid funds for restructuring
> Most companies cover restructuring costs through internal group financing
> Bank loans are particularly important in CEE
> Taking on new partners (e.g. private equity) and capital market actions are currently important in only

10 to 20% of cases

Restructuring as an ongoing task
> In Europe, only about one in ten companies see restructuring as completed
> For the most part, restructuring is seen as a continuous process
> Sustained competitive pressure and generally reserved economic expectations are key drivers for

the future need for restructuring

Reducing personnel expenses is the most important cost-cutting action
> Job termination is the most common action used for reducing personnel
> To date, company labor agreements have been used more frequently in CEE than in Western

Europe
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1. SUCCESS FACTORS

2. CRISIS RESPONSE TIME

3. EARLY WARNING SYSTEMS

4. RESTRUCTURING FUNDS

5. HEADCOUNT REDUCTIONS

6. RESTRUCTURING AS AN ONGOING TASK
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14%

19%

14%

26%

40%

26%

26%

28%

43%

55%

Key success factors in restructuring projects, top 5 [% of mentions]1)

Management commitment was identified as a key success factor
– but implementation lags behind importance

1. SUCCESS FACTORS

Gap between
importance and

degree of
implementation

16%

16%

21%

25%

38%

20%

22%

34%

39%

61%

1) Multiple answers possible Factor rated "very important" Implementation rated "very successful"

Fast imple-
mentation

Holistic
concept

Shareholder
commitment

Change of
management

Management
commitment

EUROPE WESTERN EUROPE CEE

19%

14%

23%

28%

36%

19%

22%

36%

42%

67%

Holistic
concept

Fast imple-
mentation

Intensive project
controlling

Close
cooperation with

works council

Management
commitment

Creative
solutions

Holistic
concept

Shareholder
commitment

Fast imple-
mentation

Management
commitment

Source: Roland Berger, Restructuring Survey 2005

Importance
Implem.
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Rigorous implementation of as many success factors as possible
leads to EBIT increases of as much as 283%

Source: Roland Berger, Restructuring Survey 2005

1) Companies rated these success factors as "very important" and "implemented very
successfully"

Avg. change in EBIT [%]

283%

168%

76%

– 1-2 3-5

1. SUCCESS FACTORS

Change in EBIT/key success factors
implemented1)

NOTES

> Companies that had
implemented many key
success factors achieved
average EBIT increases of
283%

Number of
success factors
implemented
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In Western Europe, reducing overhead was deemed the most
important action – in CEE it was boosting sales

Source: Roland Berger, Restructuring Survey 2005

1. SUCCESS FACTORS

Top 5 components of restructuring projects mentioned [% of mentions]1)

EUROPE WESTERN EUROPE CEE

8082868790

Reduc.
over-
head

Reduc.
per-

sonnel
expenses

Cutting
material

costs

Boost-
ing

sales

Cutting
working
capital

8383889295

Reduc.
over-
head

Reduc.
per-

sonnel
expenses

Cutting
material

costs

Cutting
working
capital

Chang-
ing the
capital

structure

8181848490

Boost-
ing

sales

Cutting
material

costs

Reduc.
over-
head

Reduc.
per-

sonnel
expenses

Cutting
material

costs

1) Multiple responses possible
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Companies plan to improve earnings by around 50% through
boosting sales

1) Planned

Source: Roland Berger, Restructuring Survey 2005

42% 44% 46% 48%0% 100%

Europe avg. 46%

CEE avg. 44%

1. SUCCESS FACTORS

Sales boosting programs in Europe overall – share of
earnings improvement [% of mentions]

NOTES

> On average, 46% of
improvements are expected
to result from sales actions

> Western Europe has more
optimistic prospects than
CEE (but CEE gives sales-
boosting actions higher
priority than does Western
Europe)

Western Europe avg. 48%
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Response to crises by cause [% of mentions] NOTES

> 29% of the companies
interviewed respond as
soon as strategic
problems arise, or when
new competitors or
substitutes emerge

> 71% of companies do not
respond until the strategic
crisis has turned into an
earnings or liquidity crisis
(leaving a strongly limited
scope for action)

The majority of companies don't react until there is an earnings
or liquidity crisis

Source: Roland Berger, Restructuring Survey 2005

2. CRISIS RESPONSE TIME

Urgent
restructuring
cases

Time

STRATEGIC
CRISIS

EARNINGS
CRISIS

LIQUIDITY
CRISIS

INSOLVENCY

29%

54%

17%

Urgency

NE
ED

 F
OR

 A
CT

IO
N

Large

Small

SC
OP

E 
FO

R 
AC

TI
ON

Small

Large
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29%

29%

29%

54%

62%

46%

17%

9%

25%

Europe

Western
Europe

CEE

CEE companies are slower to respond than those in Western
Europe – 1/4 of companies respond only to liquidity problems

NOTES

> The share of early re-
sponse (as soon as
strategic problems arise) is
distributed relatively
evenly in Europe

> In CEE, one fourth of com-
panies respond only when
liquidity crises arise

2. CRISIS RESPONSE TIME

Source: Roland Berger, Restructuring Survey 2005

STRATEGIC
CRISIS

EARNINGS
CRISIS

LIQUIDITY
CRISIS

Triggers for restructuring at the companies surveyed
[% of mentions]
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52%

54%

49%

37%

42%

32%

11%

4%

19%

The average response time in Europe is 16 months – but more
than 50% respond already within 12 months

NOTES

> The time between recog-
nizing the crisis and starting
restructuring averaged 16
months in Europe

> 48% of companies (in Eu-
rope) took 12 months or
more to respond before
starting a restructuring
project

2. CRISIS RESPONSE TIME

Source: Roland Berger, Restructuring Survey 2005

Time between recognizing a crisis and starting
restructuring [% of mentions]

Up to 12 months 12-24 months >24 months

Europe

Western
Europe

CEE
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Retail responds most quickly to recognizable crises, after just
five months – utilities are the slowest, at 15 months

15.1
14.2

12.8
12.0

11.3
8.8

8.3
6.7

13.3

5.3Retail

Source: Roland Berger, Restructuring Survey 2005

1) Excerpts; companies with a crisis response time of 6 years or more not included

2. CRISIS RESPONSE TIME

NOTES

> The energy sector takes
nearly three times as long
as retail to respond to crises

> Possible explanations
– High level of regulation

in the utilities sector
limits flexibility and
freedom to act

– Companies in the retail
and consumer goods
industry are experienced
in restructuring (and
have learned from past
crises)

Time between recognizing a crisis and starting
restructuring1) [months]

Consumer goods
Tourism/transportation

Plant/mechanical eng./steel
Construction

Electronics
Automotive

Media/IT/Internet/telecom.
Pharma/chemicals/oil

Energy/utilities
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Time between recognizing a crisis and starting
restructuring1) [months]

Large companies respond to crises only slightly faster than
SMEs

Source: Roland Berger, Restructuring Survey 2005

1) Companies with a crisis response time of 6 years or more not included

2. CRISIS RESPONSE TIME

NOTES

> Minor differences were
identified in response speed

> Possible explanations
– Disadvantages of SMEs

compared with large
companies, e.g. limited
scope for action vis-à-
vis suppliers and custo-
mers, or a lack of
diversification options, are
offset by advantages
such as more flexible
structures and shorter
decision-making paths

13.5

12.5

11.1

12.3

>EUR 5,000 m

>EUR 1,000-5,000 m

>EUR 500-1,000 m

<EUR 500 m
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Satisfaction analysis: success of restructuring projects
given a response time <12 months, Europe [%]

NOTES

> The quick response to a
crisis contributes signifi-
cantly to the success of
restructuring projects

> 74% of "fast responders"
were satisfied with the
restructuring project

> Possible explanations:
greater scope for action
when companies respond in
a timely manner

Speed brings success – high satisfaction ratings in companies
that respond quickly

Source: Roland Berger, Restructuring Survey 2005

Satisfied

Not satisfied

74%

26%

2. CRISIS RESPONSE TIME
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Western Europe has much higher implementation ratings than
CEE

Source: Roland Berger, Restructuring Survey 2005

3. EARLY WARNING SYSTEMS

Top 5 tools for early crisis recognition and implementation [% of mentions]

Monthly management information
system (MIS)

Key performance indicators/
balanced scorecard

Very important Fully implemented

TOOLS

Rolling liquidity forecast

Monthly review meetings with the
company divisions involved

Risk management

77% 65%

50% 30%

EUROPE

53% 44%

75% 60%

44% 24%

84%

52% 56%

77% 75%

58% 42%

WESTERN
EUROPE

80% !

!

!

41% 27%

74% 43%

41% 17%

CEE

53% 31%

72% 43%

48% 21%
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Only 30% of companies with a liquidity crisis have implemented a
rolling liquidity forecast

29%

54%

17%

Source: Roland Berger, Restructuring Survey 2005

30%

70%

TRIGGERS FOR RESTRUCTURING –
European breakdown [% OF MENTIONS]

Rolling liquidity
forecast not fully
implemented

FULL IMPLEMENTATION of a rolling
LIQUIDITY FORECAST in companies with
LIQUIDITY PROBLEMS

Strategic
problems

Earnings
problems

LIQUIDITY
PROBLEMS

Rolling liquidity forecast
fully implemented

3. EARLY WARNING SYSTEMS
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64% of companies require additional financing – preferably
through internal group financing

59%

44% 41% 39%
32%

Internal
group

financing

Source: Roland Berger, Restructuring Survey 2005

Additional
bank loans

Supplier
credit

Sale & lease
back

Inventory
reduction

Alternative forms of financing
(e.g. mezzanine, private equity) not in top 5 to date

1) Multiple responses possible

4. RESTRUCTURING FUNDS

SHARE of COMPANIES REQUIRING
additional FINANCING –
European breakdown [% of mentions]

KEY ACTIONS FOR PROCURING LIQUIDITY
[top 5]1)

36%

64%

No

Yes
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Share of companies requiring additional financing

Additional funds for restructuring are required primarily in
Western European countries

50%
59%

65%

80%
70% 75% 77% 77% 82%

Source: Roland Berger, Restructuring Survey 2005

Czech
Republic

Croatia Poland Austria Switzer-
land

Portugal GermanyRomania France

CEE [% of mentions] WESTERN EUROPE [% of mentions]

4. RESTRUCTURING FUNDS
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Procurement of additional funds for restructuring [% of mentions]1)

Internal group financing is the most common way of financing –
bank loans are esp. important in the CEE growth market (apr. 60%)

4. RESTRUCTURING FUNDS

Source: Roland Berger, Restructuring Survey 2005

1) Multiple responses possible

EUROPE WESTERN EUROPE CEE

32
394144

59

Internal
group
financ-

ing

Bank
loans

Inven-
tory

reduc-
tions

Sup-
pliers

Sale &
lease
back

30333539

59

Internal
group
financ-

ing

Inven-
tory

reduc-
tions

Bank
loans

Sale &
lease
back

Capital
in-

creases

30

42

585861

Internal
group
financ-

ing

Sup-
pliers

Bank
loans

Inven-
tory

reduc-
tions

Sale &
lease
back
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Tools for reducing personnel expenses [% of mentions]1)

In Europe, companies can easily downsize to cut personnel costs
5. HEADCOUNT REDUCTIONS

Source: Roland Berger, Restructuring Survey 2005

1) Multiple responses possible

EUROPE WESTERN EUROPE CEE

30

53575860

Termina-
tion

Part-time
for older

em-
ployees

Fluc-
tua-
tion

Exit
agree-
ment

Salary
cut/

wage
conces-

sions

38
48505255

Termina-
tion

Fluc-
tua-
tion

Part-
time for

older
em-

ployees

Exit
agree-
ment

Company
pay

scale/
special
agreem.

36

58616466

Part-
time for

older
em-

ployees

Termina-
tion

Fluc-
tua-
tion

Exit
agree-
ment

Salary
cut/

wage
conces-

sions
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Only 9% of European companies consider restructuring to be com-
pleted – growing competitive pressure is the greatest risk factor

Source: Roland Berger, Restructuring Survey 2005

Additional restructuring actions
EXPECTED IN THE NEXT TWO YEARS

FACTORS THAT INCREASE the probability
of restructuring [TOP 5]1)

1) Multiple responses possible

Completed
Not

completed

Contin-
uous

process

WESTERN
EUROPE 13% 27% 60%

CEE 5% 30% 66%

EUROPE 9% 28% 63%

6. RESTRUCTURING AS AN ONGOING TASK

Probability of additional restructuring actions [% of mentions]

31

27

16

8

8

38

26

19

12

10
Western Europe CEE

Increased
competition

Weak economy

Globalization/
comp. mkt. entry

New
technologies

Industry
overreaction
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Outlook: Future development

The European framework has changed – and the subdued
economy in Europe is causing continued pressure

DRIVERS

GROWING
NEED FOR
RESTRUCTURING

Source: Roland Berger, Restructuring Survey 2005

> EU enlargement is increasing
competitive pressure, and pres-
sure to increase productivity and
efficiency is rising continuously

> The overall economy in Europe
has grown around 2% p.a. since
2004 – but it lags behind the US
(about 3% p.a.) and especially
Asia (China at around 8% p.a.)

> Rising raw materials prices,
especially oil

ACTIONS

6. RESTRUCTURING AS AN ONGOING TASK

> Restructuring the product range,
securing and tapping sales and
possibly price-boosting potential

> More efficient structuring of
operational processes

> Identification and realization of
cost-cutting potential

> Efficient management of cash and
working capital
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Successful restructuring projects are fast, require management
commitment and affect the entire company

Source: Roland Berger, Restructuring Survey 2005

1.
MANAGEMENT COMMITMENT
The most important success factor in restructuring –
implementation has room for improvement

2.
HOLISTIC CONCEPT
Very important, especially in Western Europe (P&L, balance
sheet, cashflow, strategy, systems) – here, too, implementation
has improvement potential

3.
QUICK IMPLEMENTATION
Rated more highly in Western Europe than in CEE – prerequisite:
greater implementation of early warning systems

SUCCESSFUL
RESTRUCTURING
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Western Europe vs. CEE: CEE takes longer to respond, relies on
boosting sales and has other means of financing
Comparison of key differences between Western Europe
and CEE [%]

NOTES
> There are major differences be-

tween Western Europe and CEE in
terms of the importance of quick
implementation of restructuring
strategies and the role of
company pay scale agreements
for reducing personnel costs

> There are also gaping differences in
response speed and in the
implementation of early warning
systems

> Common features, however, are
the importance of management
commitment and holistic con-
cepts as success factors of
restructuring

> Likewise, both groups attribute high
importance to internal group
financing when raising additional
funds for a crisis

42

17

9

75

62

13

26

38

25

90

33

5
Western Europe CEE

Source: Roland Berger, Restructuring Survey 2005

1) EWS = early warning systems

No response until
liquidity problems

Importance of quick
implementation

Importance of internal
pay scale agreements

Importance of
boosting sales

Implementation EWS1)

Restructuring
completed
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CONTACTS
Michael Blatz Roland Berger Strategy Consultants
Partner Alt Moabit 101b

10559 Berlin, Germany
michael_blatz@de.rolandberger.com
+49-30-39927-347

Max Falckenberg Roland Berger Strategy Consultants
Principal Karl-Arnold-Platz 1

40474 Duesseldorf, Germany
max_falckenberg@de.rolandberger.com
+49-211-4389-2301


