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The Slovak Enterpnse Restmctunng Project was conceived by the United States Agency for Internabonal 
Development (USAID) in 1994 and early 1995 At that bme, the level of financial distress wthin the 
industnal sector of Central Europe was overwhelmng However, httle enterpnse level restructunng was 
actually talung place In almost every country in Central and Eastern Europe (CEE), a wide range of social, 
pohbcal, and msbtutional factors converged to ranforce the rapidly detenoratmg status quo 

Consistent with USAID's mssion to support economc transformation in the region, the Agency inikated 
efforts to promote enterpnse resmctunng in 1993 Imbal resmctunng projects, delivenng assistance over 
extended penods of hme to indiwdual companies, proved to be inadequate to address the magnitude of the 
regon's restructunng needs Consequently, USAID elected to estabhsh enterpnse restructunng centers in 
Slovaha, Macedoma, Hungary and Slovema Restructmng centers were designed to deal wth industnal 
distress systematically and on a wholesale basis, enabling large numbers of distressed companies to return 
to financlal health and long-term viabdity 

The USAID mssion in Slovalua championed this strategy, and was the first to get a restructunng center up 
and runmng The Terms of Reference for the Slovak Enterpnse Restructunng Project were issued by 
USAID in md-March 1995 to nine "Achvity A" contractors under the newly established Omnibus I1 
contract structure ( h s  project was one of the first, if not the first, Omnibus I1 Task Order) USAID 
selected The Recovery Group (TRG) as its contractor, and Phase I work on the project began in Brahslava 
on July 26, 1995 The Slovak Enterpnse Restructunng Project became legally established in Bratislava as 
the Slovak Enterpnse Restructunng Center (SERC) SERC was the largest and longest lasting enterpnse 
restructunng center in the regon 

Shortly after its opening, the Center was expanded to house three additional USAID projects, all 
undertahng complementary work related to economc restructunng After one year of operahon, SERC 
evolved mto the very diverse Slovak Buszness and Bankzng Advzsory Center (SBBAC) Dunng the final 
eighteen months of its contact, TRG's achvibes within SBBAC included SBBAC Consultmg, the Slovak 
Management Trairung Center, and a management journal - Business Performance At its peak, TRG's 
acttvibes at SBBAC employed over 50 persons, including ten U S nationals 

In accordance wth USAID's schedule for concluding enterpnse level work in Slovalua, SBBAC closed its 
doors on December 20, 1997 However, two follow-up actiwties are expected to contlnue through August 
18, 1998 The project spawned three successor enhbes, all of which remain in operation Slovak 
Management Trzunmg Center (management traimng), TRG Slovaha (management consultmg), and 
SlovensU Manaz6skA spolocnost (business pubhcabons) 

Throughout the hfe of the project, the management of SBBAC, as well as The Recovery Group, worked 
very closely wth Lawrence Camp, the project's COTR (Contacbng Officer's Technical Representatwe) 
£rom USAID in Washngton, and Roy Grohs, Chef of the Economc Restructunng Division, from USAID 
Slovalaa Mr Camp and Dr Grohs were inhmately involved with the concepbon, creabon and evolution 
of the center 

Thls report reviews the history accomplishments and lessons learned at SBBAC 



The Recovery Group (TRG) wshes to express its appreciahon to the Uruted States Agency for 
International Development (USAID) for the pnwlege of serving as its contractor for this important and 
challengmg project Our company has been honored to contribute to USAID's histoncal work in 
supportmg the economc transformation of Central Europe 

From the hme we first reviewed the Task Order for the Project, we were insplred by USAID's comtrnent  
to tackle the difficult, complex and economcally macal work of enterpnse restrucmng USAID's vision 
for the role of the Center withm the Slovak indusmal sector, and the Agency's very high performance 
expectahons for the project remained both a challenge and a source of insplratron through the life of the 
project 

We are grateful to have had the opportun~ty to work closely wth Lawrence Camp on th s  project Over the 
two and one-half years, Mr Camp invested an enormous amount of hope, vision and energy into SBBAC 
Everyone involved m t h ~ s  path-brealung project wll  readlly acknowledge the enormous intellectual 
contnbution that Mr Camp made to SBBAC, and to the prachce of enterpnse restructunng in the CEE 
reglon The Recovery Group, as a company, has learned a great deal about our own discipline of industrial 
restructunng as a result of our close interaction wth Mr Camp on th~s  project 

Roy Grohs also provided valuable guidance and insight to the management team at SBBAC His clear 
c o m t m e n t  to the success of USAID's mssion in Slovalaa and hls depth of understanding about the 
Slovak economy served to steer the project's contmuous efforts to improve effechveness 

The existence of the Slovak Enterpnse Restrucmng Project can be attributed to USAID's Mission 
Dwector in Slovakta, Ms Pattlcia Learner Ms Learner's early c o m t m e n t  enabled the Slovak Enterpnse 
Restructuring ProJect to be established, and then rephcated in three other CEE countries 

The Recovery Group expresses its appreciahon to Stanley Heishman from the Office of Procurement of 
USAID in Washmgton for his pabence in worlung wth our company as we learned how to admnister a 
large government contract 

The Recovery Group had a number of subcontractors for this project Most mportantly, Deloztte & 
Touche Slovakza helped in bidding on the project and made an important professional and orgalllzahonal 
contnbution dmng Phase I and Phase 11 Carana Corporation brought Scott Bressler to the project Mr 
Bressler provlded valuable leadershp for the project and founded the Slovak Management Trainzng Center 
(SMTC) 

Leadership wthm SBBAC, that provlded the Center with a source of stability and professional growth, was 
prowded by Mag& Amn @rector, SBBAC Consulting) and Mr Bressler @lrector, Slovak Management 
Tramng Center) Both stayed in Brahslava for almost the enwe durahon of the project at considerable 
sacnfice to thelr farmhes Mr Armn created an energized, creahve, and successful consulhng culture 
wthm SBBAC Mr Bressler provided stable leadershp at the Center in hmes of uncertamty, and worked 
hrelessly to create SMTC over a penod of just eighteen months The Recovery Group gratefully 
acknowledges the loyalty, sense of responsibihty, and valuable achievements offered by Messrs Amm and 
Bressler dunng their tenure at SBBAC 

Bngette Buchet was responsible for the creahon and publicahon of SBBAC s management journal, 
Buszness Pet$omance Her accomphshments far exceeded what was expected of her by USAID or The 
Recovery Group Like many others at SBBAC, Ms Buchet's success was a result of her bellef in the 
mssion of SBBAC and her profound work ethic 



USAID elected to conclude the mssion of SBBAC by broadly dissemnating its know-how to the 
management commumty in Slovaha through mass mailings, a senes of published methodologes, a 
nahonwde sermnar schedule, and a web site Tlus ambihous production and dissemnabon campagn was 
dnected by Jeannette Mdler Ms Miller remained enthusiastic whde successfully managmg thls project of 
almost overwhelmng complexity We would also l&e to acknowledge the contnbution of Peter hchards 
to the dissermnabon and capacity budding acuvities 

The Recovery Group thanks Stewart Ghckman for his outstanding work in successfully pioneenng our "2- 
2-2" program to bulld local consulting capacity Dr Victor Bernat provided invaluable senior leadership to 
our talented staff of Slovak professionals Finally, James Pamsh of International Execuhve Service Corp 
remained a c o m t t e d  behever in SBBAC and steadfastly provided our training, consultmg, and 
publicabons programs wth highly expmenced volunteer executives 

James B Edgerly 
Dnector 

Howard Exton-Smth 
Project Manager 

The Recovery Group 
Boston, Massachusetts 
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1. INTRODUCTION A SUMMARY RESULTS 

Assistance to b 

Actmty 

Enterprises 

SBBAC Consultzng 

Burlding Local r b  
Consulting Capacity 
2-2-2 Program 

Prqiect directly Impacted Sk 21 bllhon ($636 

Completed 

L 

Management Training b 

Slovak Management 
Trarnrng Center 

Impact 

SMTC Cerhficate b 
Program 

Pubhcahons b 

Buszness Pei-fonnance 

Know How + b  
Dwemnation 
SBBAC Buszness b 
Methodology Senes 

b 

Triumng in Business b 
Methodologes 

L 

Project Legacies b 

71 companies parhcipated in 
SBBAC restructunng and 
performance improvement 
pro~ects 

Eight consultmg partners 
graduated fiom the capacity 
budding program 

1,549 managers attended 
trzuntng programs 

Six managers have completed 
the entre SMTC Cerhficate 
Program 

Eight issues 

Documentation produced for 
four business methodologies 
Three versions of each 
methodology pubhshed 
Each version pnnted in two 
languages 
26 total documents produced, 
contamng nearly 800 pages 

150 Managers Tramed 

mlhon) of S ~ ~ V ~ ~ G D P ,  over 17,000 employees 
The eslxmated economc impact on client 
compames was an increase in operatmg cash- 
flow of Sk 978 mdhon ($29 mdhon) per year 

The project bullt susta~nable local consulting 
capabhty in Turnaround Management, Strategy, 
Marketmg, Organlzahonal Development and 
Financial Structutlng Consultmg projects are 
now being sold mdependently by firms traned by 
SBBAC, indicatmg the commercial sustainabil~ty 
of USAID's investment 

1,549 Slovak managers were tramed m 
accountmg, marketmg, producbon 
management, and general management 
SMTC's traintng programs have been used by the 
EC Phare to tram Slovak consultants for planned 
restructunng efforts 

Buszness Peqfonnance has over 200 
subscnbers, plus a dlstnbubon through medla 
outlets exceedmg 500 Subjects rangmg from 
telecommumcahons pnvatuation to logshcs 
have been covered in articles and case studies, 
expandmg both the scope and breadth of project 
impact 

Profess~onal-quahty methodologes were 
distributed to consultants, tramers and managers 
through book sales, semnars and a Web site 

The methodology manuals were the subject of a 
senes of day-long tramng sessions held on each 
subject in Brahslava, Kosice and Banska- 
B ystnca 

4 

Three project legacies now in SBBAC's consultmg, tramng and journal 
place components remam actlve, either as commercial 

, or non-profit enhties 

Table 1 Summary Results 



B WHAT MADE SBBAC  UNIQUE^ 

The Slovak Business and Banhng Advisory Center 
(SBBAC) began as the Slovak Enterprise 
Restructuring Center (SERC) in late July 1995 
The project, as conceived by USAID, was designed 
to work wth large numbers of medium sued 
pnvate Slovak enterpmes that were facing severe 
financial and commercial Qfficulhes 

Chronic problems of dhquidity, inability to remam 
current on debt semce, low work-force and 
capacity utihzabon, and excessive indebtedness 
were impacbng large numbers of Slovak 
enterpnses, and no systemahc process for cnsis 
resolution was avatlable Through locahzabon and 
applicabon of The Recovery Group's turnaround 
management pracbces, and much ngorous work, a 
systemabc process for company restructunng was 
put in place at SERC and dehvered to Slovak 
compames 

Over time, and through a cooperative effort in 
Boston, Washngton and Bratsslava, SERC was 
reshaped into a project wth  a much broader 
msslon and renamed Slovak Business and Banbng 
Advlsory Center (SBBAC) SBBAC exlsted to 
help m the transformation of Slovak banks and 
enterpmes &ectly through consulbng and 
management train~ng, and ind~rectly through the 
programmed development of local consultmg 
capacity and the dissemnation of published 
matmals 

The innovabve mechamsms and understandings 
that emerged from this mssion not only proved 
valuable in assisbng Slovak companies become 
economcally viable, but also stand as models for 
restructunng efforts throughout the reglon These 
project elements drew upon a strong base of 
contractor intellectual property in the form of the 
restrucmng and traning processes, highly 
mobvated expatnate and Slovak staff, pnvate 
volunteer resources, USAID management, and 
receptsve Slovak enterpnses The project's 
mnovabons resulted also from the synergies of 
hawng several projects housed wthm one 
restrucmng Center At the projects end the 
unlque approaches developed by SBBAC Included 

leveraging of expatnate level of effort through 
the organization of five consulting practices" 
in a partnershp model, mth expatnates 
serving as pracbce leaders, 

launch of a tratning insbtuhon, the Slovak 
Management Trazning Center (SMTC), filhng 
a umque, high-quality niche in the Slovak 
management trsumng market by locallzing 
internabonal methodolopes and offenng 
practical, expmenhal education in furthenng 
the transformahon of Slovak businesses to a 
market economy, 

using enterprise restrucmng actmhes as a 
vehicle for budding commercial, self- 
sustaning restrucmnng capacity among a 
substanbal number of Slovak consulbng and 
accounbng firms, 

dmemmation of restrudunng knowledge 
through a management journal, Business 
Performance, developed m-house by pnvate 
voluntary and part-time staff from SBBAC 
Consulbng, 

chargng and collecting over $100,000 of 
cost-recovery fees fiom Slovak enterpnses for 
SBBAC and training serwces, consulhng 
semces, which made the program for 
budding local consulbng capacity budget- 
neutral, 

development and uhluabon of local Slovak 
resources, not only in tradibonal translabon 
and support roles but also in project and 
consulbng pracbce leadership, 

undertakmg large numbers of complex 
restructunng projects simultaneously, leading 
to the complebon of over 70 engagements 
with enterpnses representsng over 13% of the 
nation's industnal producbon, 

highly posibve economc Impact on 
enterpnses advised, 

documentabon and nabon-wide dissemnahon 
of the methodologies underlymg the four 
practices through semnars and duect mall, 

successful programs for decision makers, 
including a CEO Surnnvt program that 
featured leading local directors and the U S 
Ambassador as well as a well-received 
SMTC tramng on strategic plannmg for 
CEOs, 

professional development for our 40 Slovak 
nationals exposed to a rapid, results-onented 
work environment and a wide range of 
business knowledge, 



launch of three ~nstituhons that will attempt to 
conhnue the work of the project on a 
commercial basis The Recovery Group 
Slovakza, a commercial consultancy, Buszness 
Peflonnance journal, and the Slovak 
Management Traznzng Center 

In sum, what made SBBAC umque was the broad 
and innovative range of project elements apphed 
to the Slovak enterpnse envlronrnent The purpose 
of this report is to describe, both quanbtabvely and 
quahtabvely, the development and mpact of those 
project elements 

Dunng the project's first year (July 1995 to July 
1996), the Slovak economy was considered a 
paradox relabve to Central Europe The 
macroeconomc situabon was regarded as a 
success Slovaha enjoyed the best GDP growth 
rate (7 1 %) and among the lowest ~nflation rates 
(8 6%) in the region Slovaha had a posihve trade 
balance and a stable currency As the project 
progressed lnto its second year, the macroeconomc 
situabon detenorated sigmficantly In response to a 
21 % increase in money supply, the Nahonal Bank 
of Slovaha hghtened monetary pohcy by 
increasing reserve requlrements and rasing the 
Lombard rate to 15% Slovak companies, already 
lachng in liqudlty due to interenterpnse debts, 
found themselves further unable to finance growth 
Slovak exports dechned from 40% to 34% of GNP, 
puttmg pressure on the Slovak crown 

Several aspects of the Slovak economy parbcularly 
disturbed economsts 

1 Insolvency and Bad Debt Slovak enterpnses 
suffered fiom severe cash-flow problems due 
to a combinabon of poor asset performance, 
low sales, and operahonal cnsis Financially 
weak customers, both inside and outside 
Slovaha, caused massive interenterpnse 
debts Over half the receivables on balance 
sheets of enterpnses were uncollectable Just 
as Slovak companies lacked hqmdity due to 
senous inter-enterprise debt the financial 
sector was in a state of near-cnsis Despite the 
efforts of a "bad loan bank ' to sweep 
uncollectable debts out of the system 
eshmates of bad loans in the economy ranged 
fiom 30% to 40%, concentrated In the three 
large state-owned banks (WB, IRE, and 
Savings Bank) 

The legal framework for addressing this debt 
overhang was inoperabve, with a lack of 
financial incentives for reserving against bad 
loans, and a bankruptcy law that strongly 
favored debtors 

Low Fore~gn Investment Slovalaa had the 
least amount of direct foreign investment 
(DFI) of Visegrad countries Cumulabve DFI 
totaled only $808 mllion through 1995 The 
rapid transfer of know-how and market 
knowledge that results from DFI has been 
absent from Slovaha The few high-profile 
successes, (Kraft Jacobs Suchard/Figaro, 
Whnlpool Ratramat, Volkswagen), did not 
reach the industrial heart of Slovaha, the SME 
sector 

Despite Slovalaa's attrachve strategic locatlon 
and cost structure, pohcles of the Meciar 
adrmnistrabon had been clearly deterring 
greater investment The sales of shares in 
valuable compames, such as Slovnaft and 
Nafta Gbely, to insiders close to the 
Admnistrahon at below-market pnces were 
well pubhcized Slovaha has acted slowly to 
undertake reforms that would make its capital 
markets more transparent and fnendly to 
mnonty shareholders Furthermore, the 
pnvahzauon process has been used by allies of 
the ruhng HZDS coalition to gan  control of a 
number of blue-chip enterpnses on favorable 
terms T h ~ s  has helped to earned Slovalaa a 
reputation in internahonal finance for 
applylng economc rules inconsistently to the 
advantage of political insiders 

Pohhcal nsk continues to hamper this source 
of rapid transformation 

3 Trade ~nstabhty Slovaha's exports, whlle 
posihve were highly geared toward 
commodity producers in the chemcal, 
petroleum, and wood sectors A hgh 
percentage of its indusmal capital base and 
export performance related to low-value added 
actwitles Furthermore, as demonstrated ln 
Figure 1 Slovalaa had the highest level of 
zmport penetratzon (the raho of Imports 
relatlve to GNP less net exports) among 
transition economes ' 

' European Bank for Reconstruction and Development, 
Transznon Report 1997 Enterprise Pelformance and Growth 
(London EBRD) p 71 



- 
Czech Hungary Slovenia Slovakia 

F~gure 1 Import Penetrabon Rabo 

4 Dechmg Wage Compebbveness Real wage 
growth, since the start of the transihon, 
outpaced labor productivity In 1996, real 
wage growth was 6 2% and labor productivity 
growth was 5 6% 1997, the Labor Office 
expected real wage growth of 5 7-5 9 %, and 
produchvlty growth of 4 6-6 2% 

1 ORIGINAL Focus 

The project's ongnal design had three 
components, 

1) Turnaround Supervision, 
2) Performance Improvement, and 
3) Management Training 

The Turnaround Suuervision Pronam, depicted m 
Figure 2, was the project's pnmary activity It was 
designed to systematically address the chronrc 
msolvency in the Slovak industrral sector by 
restructunng a large number of individual 
enterpnses whose loans conshtuted the bad assets 
m the Slovak banlung system The operahng 
premse of the program was that SERC would work 
closely with the major Slovak banks The banks 
would refer large numbers of problem borrowers to 
parkipate in SERC's Turnaround Supemsion 
Program, offenng the incenhve of debt 
restructunng to compames that successfully 
implemented turnaround achons as a result of 
partmpahng in the program 

The methodology adapted from the approach to 
turnaround management pracbced by TRG in the 
U S was to serve two purposes First, it was to 
serve as a roadmap by which the enterpnse could 
address operational restruchmng issues such as 
downsizing, product line rafionahzahon, 

reorgaIuzahon, current asset management, and 
marketmg, thereby causing a shift to a posihve 
cash-flow posihon Second, it was to result in a 
plan, indicating the enterpnse's abdity to pay its 
obligations, which could be understood and 
approved by the enterpnse's stakeholders 

SERC's role was that of "coach" or advisor, 
enhancing the plan's credibdity In t h s  way, the 
restructunng plan was to catalyze both operauonal 
and financial restruchmng 

As the enterpnse implemented its turnaround, 
SERC assistance would shft to per$ormance 
zmprovement activibes, such as strategic plannrng 
and the improvement of the company's commercial 
funchons, which would provlde it wth sustainable 
recovery and growth Hopefully, success with 
turnaround and performance Improvement would 
enable the company to be recapitalued wth new 
eqmty or new bank financing 

The Phase I Feasibihty Study took place from md- 
July to the end of August 1995 The study revealed 
that banks were enthusiashc about the existence of 
the center, but it also revealed uncertainhes 
concerning "the extent to which inflexlbihty in the 
legal and inshtutional envronment would inhbit 
the success of the Center "2 The Phase I team 
visited 22 enterpnses, based upon referrals from 
major Slovak Banks ( W B ,  Industrial 
Development Bank, and Savings Bank) Twelve 
companies met project cntena, eight were accepted 
in the Turnaround Supemsion program, and four 
were accepted as Performance Improvement 
candidates 

* Slovak Enterprise Restructuring Center Phase I Report 
August 21 1995 ?he Recovery Group Page 1 



Turnaround Superv~s~on Process 

Credztor Acttons 
Approve Plan New Workmg * 

Capital Financing 

I - Standsdl -) Financial Restructuring * -b Momtor Plan* -1 
Month 0 Month 2 Month 6 

Begm Supervision Present Plan * Exlt Supervision 

1- Prepare Plan * -I Implement Plan* 

*Technical assistance provlded by Enterpnse Restructmg Center 

F~gure 2 Turnaround Supemsion Process 

THE RECOVERY GROW PAGE 10 



Phase II of the project took place from md-  
September to md-January Dunng Phase II, nine 
projects were completed, with plans presented to 
stakeholders (boards of directors) In two well- 
publicued cases where SERC was asked to help 
present the plan, a wood processor avoided certam 
hqudation, and a food processor reached 
agreement wth its principal bank and emerged 
from bankruptcy In both cases, the turnaround 
plan proved to be the declsive factor in a successful 
outcome Targets and results for Phase I1 are 
shown below in Table 2 

I 1 Phase 11 1 Phase I1 3 

Entry 
Turnaround 
Supervlslon 
Entry 
Turnaround 

Improvement I I 
Davs of PVO 1 50 1 16 I 

Supervwon Plans 
Presented 
Performance 1 ~ n b n s e  Ass~~tance 1 1 :o 1 Develop Slovak 
Profess~onals 
Number of Tramlng 

Target 
17 
13 

10 

Programs I I 
Cumulahve 1 lo0 1 206 I 

Result 
19 
17 

8 

4 1 

Partmpabon pms) I I I 
Table 2 Phase 11 Target vs Result 

Parbxpahon 
(Indlwduals) 
cumulahve 

The lessons from Phase Il were clear The process 
was effectwe in Slovaloa, and worked according to 
plan when there were highly c o m t t e d  
stakeholders or a loomng cnsis However, even 
wth  higher than planned entry volume, 
complebons were 20% lower than deslred While 
banks did refer clients to the project, banks did not 
exert the necessary pressure on companies in order 
to force the plan through to completion and debt 
restructuring Furthermore banks and other 
creditors simply did not force change Changes to 
the legal environment that would gve  banks the 
incentne and the power to imbate restructunng (a 
replacement of the debtor-fnendly 1993 Law on 
Bankruptcy, and a tax law that allowed 
deducDbiMy of bank reserves against classified 
loans) were stuck in parhamentary haggling 

Finally, Phase 11 provided clear indication that 
there was a recephve market in Slovalua for well- 

40 

dehvered management training semnars Most 
Phase II semnars were over subscribed, and 
parhapant feedback date was highly enthusiastic 

121 

Phase 111 was scheduled to take place between md-  
January and September 1996 At the outset of 
Phase III, the menu of SERC programs was 
expanded to broaden the scope for lmpactlng 
industnal achvihes in Slovalua (See Phase II 
report) The Phase III Plan included three 
"Tracks," as follows 

Track A Comprehensive Restructurrng 
(Turnaround Supervision and Strategic 
Restructurrng Programs) 

Track B Speclallzed Management Support 
(from analysts and industryffunchonal 
specialists) 

Track C Management Training 

The plan envisioned an average of 11 companies 
entenng Track A or B each month and three to five 
tramng program each month Three restructunng 
teams were created to deliver comprehensive 
restructunng programs, heavy emphasis was placed 
on work with IESC to dehver volunteer executives 
for Track B, and Scott Bressler (Carana Corp ) 
estabhshed a formal training department to meet 
Track C objechves Phase lII performance 
o b j ~ h v e s  and cumulatwe Phase III results as of 
the end of July (see July monthly report) are shown 
in Table 3 on the following page 



SERC PHASE 111 
Planned vs Actual Resulfs as of August 31,1996 

Companies Entenng Track A or B (1' Milestone) 

Pnmary Project Objectives 

Track A Comprehenszve Restructunng Asststance 
Plan Preparation (2"* Mdestone) 
Stakeholder Acceptance (3d Milestone) 
Implementabon Support (4'h Mdestone) 
Recapitahzabon ( 5 ~  Milestone) 

Companies in Process 
Cumulative Companies Completmg Track A 

Secondary Project Objechves 

211 20( -1 
d 121 +6 

Track B Speczalzzed Management Support 

Track C Management Traznzng 

24 
16 
13 
10 

Analflcal Support 
Func~onaUIndustry Experhse 

4 31 2 
24 2q +4 

14 
14 
15 
4 

Number of Tramng Programs 
Number of Parhcipatmg Indiwduals 

-lC 
2 

+2 
6 

14 1d +1 
124 4181 +I93 

Number of Compames Receiving Assistance 
Number of Assistance Days 

Table 3 SERC Phase IZI Planned vs Actual Results 

2d 24 +4 
28d 270( -10 

Local Staff Hued & In Tramng 

As shown in Table 3, the project fell only slightly 
behind in identifying compames to enter Track A 
& B programs (57 actual entnes vs 62 planned 
enmes) However, many companies entenng the 
SERC programs through bank referrals only 
marginally met SERC program cntena The banks 
often appeared to be reluctant to refer anyone other 
than its most margnal borrowers In many cases, 
restructunng teams chose to discontmue work with 
smaller highly distressed compames 

rj( 51 -11 

Addihonally, the wibngness of compames to 
cooperate wth SERC, and the speed of worhng 
wth companies were less than expected As a 
result, the project fell behind in ach~evement of the 
second rmlestone complebon of comprehensive 
restructunng plans (14 actual complebons vs 24 
planned complebons) Some companies also 
discontmued parkipatton in Track A programs 
once management reahzed the intensity of the work 
required, and that real restructunng involved 
implementing very difficult decisions 

It must be said that many compames were hlghly 
c o m t t e d  to the comprehensive programs they 
undertook wth SERC On the other hand, perhaps 
half of the compames assigned to restructunng 
teams were not sufficiently commtted to make a 
success of their involvement Restructunng teams 
occasionally felt frustrated by the pace of work 
with compames in thelr portfoho, and by the "lack 
of pipeline" of new and c o m t t e d  compames 
entenng the program 

As previously stated, h s  problem essentially 
reflected a weakness in the project's design The 
large state-owned banks from whom SERC 
received company referrals were not sufficiently 
c o m t t e d  to worlung with SERC towards the 
successful restructmng of theu most important 
problem borrowers Banks applled no pressure to 
companies to cooperate with SERC, nor did they 
offer the possibihty of debt restructunng to 
companies if they succeeded in implementmg an 
acceptable restructunng plan 



Essentdly, the support for the project idenbfied 
dwng  the Phase I feasibihty study never fully 
matenalued Rather than relylng on leverage from 
banks, the success of consulbng projects came to 
depend almost exclusively on the c o m m e n t  of 
client company managers to successful 
restructuring 

Fmally, as Table 3 indicates, management triumng 
actmbes at SERC performed well above plan 
Slxteen tramng programs were held in cihes 
throughout Slovalaa The programs were well 
attended, typically with 20 to 25 parkipants 

With mnimal resources, the traimng manager, 
Scott Bressler, estabhshed hghly effectlve courses 
in Budgehng, Product Costmg, Marketmg Strategy, 
and Business Restructuring Course 
announcements regularly went to out large list of 
managers in regons where courses were scheduled 
to be delivered Much of the faculty was provided 
by IESC 

Because of the above considerations, the Phase III 
deliverables targets for Track A were cons~dered 
by both USAID and the Contractor to be 
unreahshc On the other hand, the success of 
SERC's management traning program indicated 
that tra~ning should be moved from being a 
secondary to a prunary project objectwe These 
reahzahons were the pnmary cause of the July 
1996 'kethink" process 

2 RETHINK PROCESS AND OUTCOMES 

In July 1996, project management and personnel, 
along wth USAID, undertook a substanhal revlew 
of its operatmg approaches, wlth the objemve of 
creatlng a project wth substantially greater 
economc nnpact The redesign process was 
sbpulated by USAID as a condihon for approval of 
further funding for the project The agreed-upon 
"Rethink Process" was a umque method for 
redesigmng the project, as it drew heady  on local 
professional and contractor staff, and closely 
integrated USAID into operauonal issues and 
decisions 

A steenng c o m t t e e  was created out of personnel 
from USAID, The Recovery Group, and project 
consultants The steenng c o m t t e e  consisted of 
Lawrence Camp, James B Edgerly, Roy Grohs, 
&chard Guga, Magdi Amn James P m s h  and 
Woody Sears Six worlang groups were defined, 
each wth a specific rmsslon (see Appenhx 2) 

Important guidelines d u n g  the rethmk process 
were that 

USAID requ~red that SBBAC have broad and 
lasting economc impact on the Slovak 
economy 

The mssion of SBBAC, as developed in a 
worlang group headed by Lawrence Camp, 
was "to facihtate the transformanon of banks 
and pnvate enterprises into viable market 
compebtors through direct assistance and 
enhancement of Slovak management advisory 
abdibes " 

As a result of the "rethink" process, the growing 
c o m m e n t  to management tramng, and the 
emphasis on publishng acbvities, a new design 
concept emerged (see Figure 3) The core concept 
of the new design was to broaden the project's 
scope from enterpme insolvency, to havmg a 
broad zmpact on the Slovak economy 

The btm 

F ~ u r e  3 SBBAC Act~vlty Areas for Year 2 

This change In mandate from targeted support to 
broad impact was executed through four man 
programmabc thrusts 

technical expansion of the consulting 
practwe from turnaround to five consultmg 
"practcesY', 

expansion of the management traimng 
program fiom a semnar senes to a formally 
structured management traning program 

development of formal consulbng capacity- 
budding efforts wth estabhshed local 
consultmg firms, 



dissemnation of business management 
know-how through pubhcahon of a 
management journal 

Supporting recommendahons included the 
establishment of an MIS department and better 
utduahon of PVO resources 

The new orgaruzahon was renamed the Slovak 
Business and Banlang Advisory Center (SBBAC) 
Eventually, SBBAC evolved into what was 
effecbvely two orgaruzauons SBBAC Consulbng 
(Magdi Amn, Dmctor), which undertook capacity 
bmldmg, dlrect consultmg, publishing of case 
studies and documentabon of consultmg 
methodologres, and the Slovak Management 
Tramng Center or SMTC (Scott Bressler, 
Dxector), which designed and dehvered a four- 
track tramng cumculum for senior managers 
SMTC's curnculum was dehvered as open 
enrollment courses and customzed in-company 
training A thud department, Business 
Peformance, was established withm SBBAC 
Buszness Performance (Bngette Buchet, Publisher 
and Editor-inChief) estabhshed as a bimonthly 
management journal, was operabonally attached to 
SBBAC Consultants 

{SBBAC also included the Banlang Advisory 
Project (Arthur Anderson, Contractor) , and the 
Cost Accounting Project (Coopers & Lybrand, 
Contractor), as well as several ancillary projects 
These addibonal achwhes were all co-located with 
the Slovak Enterpnse Restructunng Project for 
which The Recovery Group was pnme contractor, 
but are not rewewed in h s  report } 

The final design concept offered advisory and 
trainlng assistance to the enhre spectrum of pnvate 
economc managers individual managers, 
consultmg firms, and enterpnses 

E. GLOBAL RESULTS OF THE 
PROJECT 

Actwihes relatmg to pubhcation of final issues of 
Buszness Performance and further dwemnahon of 
SBBAC Busrness Methodolonv Senes conhnued 
into 1998 However, the essential activihes of 
SBBAC were concluded on December 20 1997 

By the hme the SBBAC project came to a close 
The project advlsed over 100 enterpnses prepared 
over 70 restructunng plans, attracted over 1,500 
participants to tramng courses, distnbuted over 

600 business methodology books, and sold over 
5,000 copies of Buszness Performance magazine 

The 70 enterpnses that worked intensively with 
SBBAC had a total combined revenue of over Sk 
20 bllhon (almost $US700 mllion), compared with 
industnal GDP of Sk 153 billion3 SBBAC 
restructunng acbviues alone (excluding traning, 
pubhcahons, semnars) impacted an mportant 
porhon of Slovak industnal GDP in two years 
The Impact of the enbre project, including tsnmng, 
pubhshlng and capacity budding, is many tunes 
higher 

Whde it is difficult to quantitatively measure the 
economc impact of management traning and 
publishing, the SBBAC Consulting's operabond 
impact was measured quarterly, as reqwed by the 
R4 "Redesigmng Government'' initiative The 
project fell under Strategx Objecuve 1 3, Pnvate 
Buszness Performance Strengthened 

Project eshmates of the impact of SBBAC show 
that clients of SBBAC Consulting 

increased operating cash-flow (EBITDA) by 
6 7% in 1996, and 2 7% in 1997 

zncreased sales 2 4% in 1996 and 6 8% in 
1997 (after start of a marketmg advisory 
pracbce) The resulhng weighted average sales 
increase of 5% represents over $40 mllion per 
Year 
decreased labor costs as a percent of sales 
2 5% in 1996 and 3% in 1997 This indicator 
was affected by wage rates that increased 15% 
per year, faster than inflahon and much faster 
than GDP As indicated above, labor 
productivity is declining in Slovak companies 
not served by SBBAC 
decreased costs per unit of sales 7% in 1996, 
but reflected no change in 1997 Dunng 1996, 
Slovalua raised energy costs by lo%, which 
increased metal costs Combined wth wage 
inflation, per-unit cost decreases resulhng 
from restructunng neutrahzed the general cost 
envxonment 
zncreased asset turnover Outstanding 
receivables of 110 days were reduced to 94 
days in 1996 Inventory turns increased from 
3 1 tmes in 1996 to 3 5 hmes ~n 1997 

Econormst Intelhgence Unit Country Report Thud Quarter 
1997 
Each company sewed by SBBAC was asked to submt 

financial statements Typically 12 22 responded each quarter 
and the results were measured as a group 



Increased debt coverage substannally Dmng 
the project's first year, debt coverage 
(operatmg income, or EBIT, divided by 
interest expense) increased 12% M n g  the 
second year, despite dramatx increases m 
Slovak interest rates, debt coverage increased 
21% As operalng income was less than 
interest expense, compames semced debt by 
defemng capital expenditures ' 

In addifion to the mpact on chents, the project 
affected large numbers of managers 

The Slovak Management Tramng Center 
trazned over 1,500 managers over two years, 
s~multaneously developing over 30 trainers 
and a developing a Cerhficate program 

SBBAC Consultzng capacity-bmlding program 
trained "Consulting Partners" Istropoktana, 
MPMA, SIMS, Maxman, Rasax SEVZS 
Gradzent 5, Teutop, Transfer, Proconsult and 
FznServzs in perfomng restructunng 
processes By October 1997, six had obtamed 
sufficient capabilities for undertalang 
enterpnse restructunng independently 

Buszness Perjiormance magavne published six 
issues in 1996 through 1997, each covenng a 
umque content area, rangmg from marketing 
to mternahonal best prachces It achieved a 
market presence m a short penod, drawng 
over $4,000 in adverhsing revenue and over 
150 subscnbers Four addihonal issues are 
being pubhshed in 1998 Cover pages for eight 
issues are attached in Appendix 5 

SBBAC Busmess Methodoloav Senes, 
launched in the final two quarters of the 
project, recorded mpressive mpact figures 
The restructunng methodologes underlymg 
four prachces were documented m detall and 
published in the followng documents 

1 Strategzc Management, James Edgerly, Viktor 
Bernat 

2 Prepanng a Marktzg  Plan, Stewart 
Ghckman and Rchard Satm 

3 Buszness Process Redeszgn Peter mchards 
4 Turnaround Restructuring Magdi Amn Jim 

Edgerly, Michael Cullinane 

Operatmg cashflow excluding depreclabon expense was 
greater than interest costs Debt was sewed parhally out of the 
non cash deprec~ahon expense wh~ch theoretically 1s used to 
account for capltal depletion 

A complete book, the Manager s Verszon was 
marketed in Slovalua, resultmg in over 600 sales to 
managers at a cost of $20 per copy 

Training semnars in business methodologies were 
dehvered in Brahslava, Banska-Bystnca and 
Kosice Over 150 managers attended these events 



II. DETAILED DISCUSSION 
OF PROJECT RESULTS 

Turnaround Restructuring was the first consultrng 
discipline at the center SERCISBBAC conducted 
over 30 restructunngs of Slovak firms Research 
showed that the average increase in EBITDA for 
SERC's first 20 chents was 7%, despite a hostrle 
cost envnonment In several cases, turnaround 
plans were not implemented due to lack of creditor 
pressure or changes in management 

Even wth improved operational performance, 
some enterpnses remaned unsustiunable The 
Financial Structumg practrce was initiated at the 
end of the first year of the project It worked in 
conjunmon wth the turnaround management 
prachce The Financial Structurrnq practice would 
utrlue cash-flow projechons and action plans 
generated in a turnaround assignment as a basis for 
restrucmng the llabdibes side of the balance sheet 
to a more sustamable posibon 

Over the course of the project, the core 
restrucmng issue in the Slovak medium-sued 
business sector shifted from deep post-pnvatlzation 
restructunng (labor shedding, cost reducbon, 
product h e  rahonahahon) to development of 
customer-focused value-added In its first year, 
over 75% of the project's assignments were in 
turnaround management Dunng its second year, 
over 75% of SBBAC's restructunng engagements 
were in orgarnational development, strategy, and 
marketing 

Straternc Develoument prachce helped compames 
d e t m n e ,  through competrtor, market and internal 
analysis, where to Invest wthm the enterpnse's 
"business portfolio," so as to budd a long-term 
competihve advantage 

The Markehng and Sales pracme, added in 
October 1996 helped focus compames more 
specifically on defining marketing m x  strategies to 
reach a parhcular market segment The 
methodology was developed through cooperahon 
with Innovara, a marketing subcontractor 
The last practice to be added was Organlzahonal 
Development, supported by the methodologes of 

Organrzahonal Dynamzcs, Inc , an internationally 
recogmzed consultrng firm focusing on quality, 
workflow, and internal cornrnunicabon Figure 4 
illustrates the distnbutron of tune spent on each of 
the five practices 

Engagements by Pract~ce, Year 2 

Flgure 4 Engagement by Prachce, Year 2 

Practwe Leaders Michael Cullinane, Blll Keller, 
Anton Fonnt 

The SERCISBBAC "Turnaround Supemsion" 
program was inihated dunng Phase I1 of the project 
(from September 1995) based on the core 
consulbng business pracbced by The Recovery 
Group Turnaround management as practrced by 
TRG often takes intensive forms, such as assumng 
posibons of CFO or CEO, or managing 
negohahons with creditors simultaneous to 
execubon of operabonal improvements and asset 
sales In adaptmg the process to project condibons 
that valued breadth of coverage, an "advisor" or 
''coachmg" role was assumed by SBBAC 

TRG deployed internal staff (James Edgerly and 
m h a e l  Cullinane) to develop the analytxal 
process A standardized process was developed 
around The Recovery Group s data collechon 
forms financial modehng techniques, achon 
planmng methods and stakeholder advocacy 
approach An organizatronal restructumg 
component was added by Wieland (Bill) Keller 
The core recommendations, simlar to those in the 

D u n g  the project penod, metal and energy costs ~ncreased by 
approxmately 10% and wages increased by 15% In nomnal 
terms 



U S , often involved lowenng breakeven points 
through raising average conmbution margin 
shedding overhead costs, and liquidahng 
underutlllzed assets 

Tlus hybnd process, which is structured, 
transparent, and replicable, requued intensive focus 
and hme on the part of the enterpnse's entve 
management team It also rebed heavdy on the 
wlhngness of management, owners and creditors 
to convert analyhcal results Into implemented 
achons 

Followng apphcahon in Slovalaa's construction, 
machinery, textdes and defense sectors, which 
suffered from the greatest dechnes in state demand 
or losses of former East-Bloc markets the process 
developed further over tune 

The practice took on a more strategc analysis 
than previously considered, as the requued 
operabonal changes needed to consider 
dramahc shifts in compehtors and markets, 

The project swtched towards using investment 
funds as sources of client referrals, as creditors 
reluctant to play an activist role in dnvlng 
restrucmng, 

Debt restructunng was deemphaslzed, as the 
process of worlang wth banks was found to be 
too slow and hme consurmng 

Top management slalls were emphasized It 
appeared that owners began to hre of 
entrenched and ineffechve management, and 
sought to find new, profit dnven management. 

Sample Projects 

hdustry Frozen Vegetable processing and 
d~stnbut~on 

Consultants W Keller, M Amm 
(Tarnaronnd), G Wood, R Antala 
(Debt Reshctunng) 

be frame  December 1995 - February 1996 

A bankrupt processor of frozen foods sought 
asszstance@m SBBAC zn rnanagzng zts 
turnaround and addresszng zts debt burden 

- - - 

The  analyzed contrzbutzon margzns for all 
packaged food products and operatzons zncludzng 
productzon processes, capaczty uttlzzanon, - 
uttltzatton ofmatenal mputs, marketzng and 
dzstmbutzon. A detazkdfznannal model and 
turnaround plan was prepared zncludzng changes 
zn the organzzatzonal structure, zmproved 
marketing and sahs eprts, usage of waste for the 
vroductronofbv-%roducts. sale of  underutzlrzed 

assets, consolrdatwn of productton processes and 
cm -eased efort re&&ng qualz& and zntemal 
communmtzon The turnaroundplan resulted zn a 
dramatx mcrease zn profitabzkty, and a cash-flow 
tmprovement that was the baszs of debt - - = 

restructuring However, hzgh bank debt was stzll 
reopardtzmg the vrabtlzty of - theenterpnse -- - The 
most srgnlfcant portron ofthe bank debt was an 
old long- tern loanj%n one ofjhe G%esc 
domesfic banks In spz6-of  he comptgy's _ 
operattonal zmprvvements, tgba-nknkwag reluctant 
to refinuhceetheloan duetgoIIc9m&%internal - -- -- 

regulatzons Aper rnnt@se~negoftattons, c*ges in 
the plan, and several threats from~wtthdrawal from 
both parhes, another bank refinanced the pnnczpal 
of $1 5 mdljon, whrk the okgznal bank - - firgave 
rnterest and penulges - - of$l miltlon - =  = - 

- - - - - 

As a result of the finawal - and~peratlonal~ - 

restructuring, the c@mpany emergedfioriZef-~IZ 
bankruptcy zn 1996 andbecame - profitable m 1997 

-- - 

hdu& cO&6*on' 

Consultants M C-e, M. ~ i t r o ~ l e  
Tlmeframe- JanuarpMiir&1997 
~cii%structzonfi~ w i i f i ~ 6 ~ % f i r a l  5f = - 

declw in sales liargay due to a degreas zn - 

govemnient spending mreSr&itr~~l conitruCrton 
The new ownermgagedSBBAC to help thenew 
management stabzlzze the company - - 

- - 

Die SBBACteam analyEeii%~~~&cal sales and 
margins m zfrkey customer sZpGnts, and 
detennuzed that the company achzeved zts highest 
contnbutton margzns 1n constn~ctlon of gasolzne 
statlons B e  team recommended unumber of 
measures to ancrease zts sales and profitabrhty zn 
thzs segment, zncludzng zmproved cost control on 
constructton sites, zmproved bzdding and billzng 
processes, bamc finance traznmg for szte managers 
and subsequent increased authonty and 
responszbzlzty 
Management accepted and implemented the plan 
As a result, the company was brought back to 
profztabzlzty, wzth Net Profit expected to zncrease 
from -3 0 mzllwn (-8 9% of sales) zn 19% to i-4 4 
rnzll~on (+4 2% of sales) zn 1997 

Turnaround Management was undertaken with the 
followmg Slovak consulting partners and 
enterpnses 

Consultmg Partners 
1 Sevis Reengineenng 
2 Gradient5 



Chent Enterprises 
Chuana Plelltany 
Danubius Electnc 
EMERS 
Estap 
Galastroj 
Ktnex Bytca 
KT Svornost 
Levobske strojarne 
Masokombinat Novum 
Mulbautoserws 
Nitnanske strojarne 
Novohriklske Zlievaren 
osvo 
Plasthne 
PT Zlhna 
Renos 
Smrdina Banska B ystnca 
Sodovkaren 
Tatrastoj Poprad 
Topolclanske strojarne 
Vdla Pro 
Zap6doslovenske tehelne 
ZVL Skalica 
Malacky strojarne 
Stavospol 
Tlakove Nadoby 
TLC 
Coop Vyroba 
Povazse strojarne 

P r a d c e  Leader Graham Wood 

The financial structunng pracbce arose out of the 
onginal design concept for the project Companies 
would be operabonally restructured and then 
presented to theu ongmal referral sources for debt 
restructurmg As prewously discussed, this project 
assumption was incorrect Slovak banks do not 
have financial, tax and regulatory incenbves that 
encourage them to systemabcally pursue debt 
restrucmng with problem borrowers However, 
the financial structuring prachce had several 
notable successes 

It assisted in restructunng debt of two 
enterpnses, t a h g  one out of bankruptcy in the 
process, 

It rased capital for two addihonal enterpnses 

It made many Slovak enterpnses aware of 
funding alternabves to state banks, such as the 
Slovak Post-pnvatnation Fund, the Slovak 

Amencan Enterpnse Fund and the 
Internabonal Finance Corporabon 

Perhaps the most important contnbution of the 
pracbce was toward the revised bankruptcy law 
By attemptmg to obtain creditor agreements to 
enable enterpnses to emerge from bankruptcy, the 
practice revealed and publicctzed many of the deep 
flaws in the exlstmg bankruptcy law Among these 
were the cumbersome process of infomng and 
obtamng consent of all creditors and the provision 

that all creditors, no matter how small, could block 
bankruptcy resoluhon In a key case, a potential 
deal that would have saved Novohradska Zhevaren 
from bankruptcy was in fact broken by a trade 
creditor who became bred of waihng 

The recommendahons of the pracbce were passed 
on to the Bankruptcy Insbtute and were used by the 
Insbtute to help shape Slovalua's new bankruptcy 
law 

Notwthstanding the contnbution of these efforts to 
an improved financing envuonment, it was decided 
by the COTR and The Recovery Group that the 
lack of insbtutional development in Slovalua's 
financial markets was too large an obstacle for this 
practice to overcome It was temunated tn 
February 1997, pnor to achieving its capacity- 
budding objecbves 

Consullmg Partners 

Enterpnses 

1 Mraziarne sladkovicovo 
2 Novohradska zhevaren 
3 Smrecina 
4 Credat 

Prachce Leaders Viktor Bernat, James Edgerly 

The strategc pracbce was developed early in year 
two of the project for two pnmary reasons The 
expenence of the project was that many Slovak 
enterpnses were not recepbve to a deep 
restructunng engagement, as they were marginally 
profitable (though heavily indebted) Whde 
profitable however few seemed to understand 
thelr abihty to sell in compebhve terms Most 
attributed thex sales performance to a combmat~on 
of hawng low pnces and a long tradition," 1 e , 
inerha Without a strategic perspective, Slovak 



compames could not target a partmlar market 
position, develop close customer relationshps or 
invest in sustzunable compehbve advantages 

In partxular, the majonty of Slovak enterpnses are 
pursuing cost-based compehtive strateges based 
on their low cost of labor The underlyng cost 
advantage, however, IS a short-term phenomenon 
Costs of labor, matenal and energy continue to 
increase in real terms, and relabve to produchvity 
growth Slovak compames have reallzed that they 
must offer a greater value proposition than a pure 
cost advantage Movlng up the value curve means 
becomng closer to the customer, offenng better 
service, and undertalung a greater portion of the 
more research & development-intensive portion of 
producbon Execubon of this strategy is hampered 
by (1) weak customer knowledge due to 
dependence on thlrd-party dealers and dismbutors, 
(2) poor cornmunicabon between markebng, 
research and development, and produchon 
orgaruzabons, (3) poor productlmarket selechon, 
(4) producbon focus, and (5) undercapitahzahon 

I Gener~c Strategy Pursued 
by Slovak Compan~es 

~ ~ c h e  

Qualtty 
OW 
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I 

F~gure 5 Genenc Strategy Pursued by 
Slovak Compames 

Strategc Development is designed to enable 
Slovak compames to d e t e m e  compehtive 
strateges at the business umt level It results in a 
quantified and achon-onented strategy for each 
segment (growth, defend harvest) It aims to 
resolve a key weakness found in Slovak 
management a lack of systems for understandmg, 
synthesiung, and linkmg internal competitor and 
market data into a coherent business strategy 

The prachce's methodology came from James 
Edgerly formerly a member of the Strategic 
Planlung prachce at Arthur D Little, Inc 
Followng a penod of intensive traimng and 
sermnars led by Mr Edgerly the strategc praclxe 
was enhrely managed and executed by Slovak 
staff Dr Viktor Bernat, a former Director of a 
chemcal engneenng firm, was hlred in 1995 In 

November 1996, he was promoted to Practice 
Leader for SBBAC's Strategy Pracbce Dr 
Bernat was the first Slovak to take d~rect leadership 
of a consulbng pracbce 

h d ~ ~ :  - Gear manufacturing 
Consultants V - Bernat, - M &ofkovai 
T1rneframe:-, January-Mgch - 1997 

- - 

4 manifactiier ofa &&+~iCa~et j -~fki j%ie  t ioh 
and gear unzts ~ n ~ o r t h e a s t i i  ~lovaktGr:- 
Bppr;ached SBBAC wzth a numbeAf ienous 
dzstnbunon, organtzatzon and image problems 
Although margznalty profitable its sales and 

- 

profits were stagnant 
- - - - 

- - --- 
- -- 

- - -  

A ~ e r  a n ~ @ % ~  the cornpa@% core co@etencres 
and competztzve and market envzronments, the 
consultrng team determmed wh& of the - 

company's five product segments provrded rts most 
attrachve opportunrty for long-term g m h  
Workng wrth management, the &am then 
developed an zmplementa$ton plan fo~enhanczng 
its competztr& pgsztgw~ - - - - m16targ@ segment 

-- - - - - - - 
- - 

- - - - - - 

ThC$an r n c l a d  foW keyth%%forganuahoiiu~ 
restructurrng zn orderjo better rntegrate technical, 
qualzty and production departments, strengthenzng 
the markehng efort, selemve flrnvestments, and 
znzhatzng strategzc contacts wzth Western Europeai 
potentzal clrents 

Consultmg Partners 

1 Teutop Trencin 
2 Transfer Slovensko 

Strateg~c assgnments undertaken by SBBAC 

1 MEZ Michalovce 
2 SELZKolice 
3 VUNAR Nove m y  
4 Pohranske Strojarne 
5 Luna Nitra 
6 SB Inmart 
7 Pohranske strojarne 2 
8 GUMON 
9 Moldovske Strojarske Servis 
10 Spectrum 

4 ORGANIZATIONAL DEVELOPMENT 

Practnce Leader Peter R~chards 

Organlzahonal Development (OD) is receiving 

increasingly greater attenbon from Slovak top 



managers If Organuational Development is 
roughly defined as a focus on internal operahons, 
people, business processes and inter-departmental 
communicahon, than nearly all Slovak businesses 
need assistance wth OD 

Increasmg compehhon, difficulhes in maintnning 
quahty at high produchon levels, and delegabng 
tasks to workers are creahng an enwonment where 
Slovak managers must pay more attenhon to thelr 
operahons Experience of our organlzahonal 
speciahst in the regon suggests that there is a 
natural evolution fiom focusing on the external 
environment before the internal The challenge for 
Slovak managers is to "take responsibllity" for 
malung organuational change, and thls often 
means changing behavior and methods of work 

natural - 
F~gure 6 Paths of Commumcahon 

Figure 6, above depicts the traditional path of 
communicahon, as 1s typical in most Slovak 
compames, contrasted wth the natural 
communicabons path of an orgamzahon 

Thls challenge is most apparent in the area of 
quahty Many Slovak companies (43% of our 
clients) are pursuing IS0 cerhficahon, and many 
are invesbng in informahon technology (IT) They 
are doing so, however, wthout an understanding of 
quahty that is defined jointly with customers They 
often invest in automabon of information systems 
before detemlung what informanon is necessary 
fiom customers 

Peter kchards, who had five years of regional 
experience and headed an organizational 
development consulhng firm in Poland 
(Renaissance Technology Group) j0IIKd SBBAC 
in October 1996 Dunng the reengmeenng of the 
product in the thud quarter of 1996, SBBAC 
located and developed relahonships with a tralung 
firm (Maxman) and an informahon technology 
firm (RASAX), both desmng to increase 
consulting capacity These firms became 
SBBAC's Consultmg Partner's for the OD 
Practice 

Addihonally, the project purchased hcensed 
consulting matenals from Organizational 
Dynamcs, Inc , an internahonal firm offenng well- 
developed methodologes for aligning company 
organuation with customer requrements Our two 
Slovak consulhng partners are now well on their 
way to becomng licensed Slovak affiliates of OD1 

Practwe - ' Orgamz&onal ~evelo~ment 
Industry - FuelandEnergy : 
Consultants., =-Peter Richards, IZlchard Satm, 

- - - -- - _ M a ~ m a n - - - - -  
Tlmeh.ame X Aprd --June 1997rzL5- 

- 

A natzonal fuel products dzstnbutzon~ompany, one 
of the 50 largest Slovak entetpnses tn terms of 
sales, sufferedcontznuous eroszon ofmarket share 
due to the entry of a number of foretgn 

- - -  - 

competttq - 
- - - - - 

- - - - - - - - -  - 

Our team worked wtth the &e+ti rdentcfy the 
reasons for the loss of customers to forezgn fillzng 
statzons One of the pnnctpal reasons for customer 
defection was the frequency offuel dzsrupnons - a 
fazlure _of the company's core dzstnbutzon process 
Our team worked wzth the clzent's logzstrcs dzvzston 
to reroute and reschedule supply t w k s  m order to 
mzntmize dzstnbutron tzme,whtle zmplementing a 
"1 00% fuel avatlabzlzty"po1z~ --- - = 

As a result of o& tndvement, @el sup& 
dzsruptzons, a@ the resuhtng3% @ss of annual 
sales, are being elzmtnated Only zn the1case of the 
btggest gas statwn,-thrs @presents a revinue gum 
of $800,000 per year, wzth an estrmated 
zmplementatzon cost of $200,000 (maznly ka&g 
some addztronal tanker trucks) forthe ennre 
organzzanon Thzs measure wtll also Improve 
customer satz@actzon, sznce clzents wdl find the gas 
statzons fully operatzonal dumg peak Itours 

OD Consultmg Partners 
1 Maxman Brabslava 
2 Rasax Kosice 

OD Engagements 
1 Benzinol 
2 Mobiher 
3 GUMON 
4 Menert 
5 Engeo 
6 ELAC 
7 W B  
8 ZTS Narnestovo "TQA 
9 ZTS Namestovo "Vision" 
10 Slovpump 
11 Poluanske 
12 W A R  



5 MARKETING 

Prachce Leaders Stewart Glickman, Bnce Heath 

Simlar to all transihon countnes, Slovak 
compames lacked expenence in markehng and 
sales Slovalaa perhaps suffered more directly than 
most transition countnes, since the breakup of 
Czechoslovalua resulted in the majonty of 
experienced marketmg and trade talent being left 
outside Slovalaa's borders 

More consumer-based industnes such as textdes 
and packaged foods, remtun highly dependent on 
Western joint ventures or have not recovered The 
underlying reason goes to the heart of the advisory 
work we provide under USAID subsidy 
Consumer industnes requlre the highest level of 
customer understanding, production flexlbllity, 
marketing slulls and strategc posit~oning Of the 
top 10 advertisers in Slovalua, only #6 and #10 are 
Slovak firms, and both are banks 

Stewart Glickrnan, formerly of Procter and 
Gamble, and more recently heading a consultancy 
in Poland, joined SBBAC in September 1996 HIS 
energy and intensity were in large part the cause of 
the success of SBBAC in thoroughly developing 
consulting capacity in Istropolztana and MPMA 

The expenence of this practice suggests that bastc 
knowledge of markehng concepts is becomng 
wdespread Whle marketing concepts are 
understood, the application of concepts IS stdl 
hmted Our prachce focuses on the development 
of internally coherent markehng strateges based 
on customer research and analysis It was 
facihtated by the engagement of two Slovak 
compames (a research firm and an advertising 
agency) which are successfully developing a 
capabhty to guide Slovak companies through th s  
process 

Prachce Marketmg & Sales 
Industry- K&cke mliekaren, Dmry 
Consultants Stewart Ghclonan, Rasto 

Antala - 

1  ate December 1996 - January 1997 
A large dawy products producer m Southern 
Slovalna with over $20 d i o n  in annual sales 
suffered senous sales and profitabfity declme as 
competing dames entered Wo jomt ventures wlth 
Austnan and German compames ,- -- =- -- - 

A consulfmg team fromihe SbvakBusiness I-- 
Adwsow Center, managed b y  The Recovery, ,- 
Group, performed surveys of rti%t.ad and 
customer segments as part of a marketing plan 
engagement The analysrs d e t e m e d  @at the 
man problems w% -- m F@w - appearance of -- 

packagmg, lackof brad  awareness, and 
mconsistent co@orate denhty across productlmes 

- - - - 

The consulting team worked ma the danyto 
develop amarketmg strategy around a theme and 
launch two naaonal brands The team also 
identrfied a number of packagng deggn changes, 
product h e  changes, and new retad dmbutron 
and pnang c&slstgnt yith the marketing strategy 
Finally, the daIfmp1emented sales-force t r a m g  
under the consulttng team's guidance 
In June 1997, the company wonan aw&d for its 
design &om Tetrapak Sales s tabdud wtlun two 
quarters and started growmg m the seventh month 
followmg the engagemen% - 

Marketmg Consultmg Partners 
1 Istropohtana 
2 MPIMA 
3 Sirnms 

Markehng Projects Completed 

1 Montaze 
2 Union 
3 PT Zllina Poland 
4 PT Zllina Slovalua 
5 PT Zllina Hungary 
6 Chemosvlt 
7 Sandnk Oil Fdters 
8 Sandnk ltchenware 
9 KrtgskaMhekarne 
10 Izomat 
11 Buszness Peflormance 
12 SB Inmart 
13 Chemosvit MIS 



Other train-the-tramers approaches, particularly the 
Know-how Fund's traning of 24 consultants who 
then ttiuned 120 more, have not had a sustiuned 
impact due to the lack of integration between 
traning and practical expenence, and a lack of 
business development Many of the trainees have 
returned to industry, and only a few have 
established consultancies 

SBBAC's approach was designed from the outset 
to lead to commercial sustamabihty To affect 
capacity-buddmg transfer of slulls to Slovak 
consultmg firms, SBBAC designed a system of 
gradual transition of consultmg responsibility to 
carefully selected Slovak consultancies (called 
"Consultmg Partners") under the tutelage of 
Western pracbce leaders At the same time, 
SBBAC initiated a client contract and fee structure, 
whch would in fact pay for the parhcipabon of the 
Consultmg Partners 

Thts system, called "2-2-2," shfts responsibdity 
over SIX assignments, culmnatmg In the 
independent dehvery of SBBAC's consultmg 
processes by the Consulting Partners Dunng the 
first two assignments, Consultmg Partners would 
observe and limt parhcipation to areas of previous 
knowledge In the second two engagements, 
Consultmg Partners were expected to share levels 
of effort and value-added equally In the last two 
engagements SBBAC would play the 
observerlquahty control role while Consulting 
Partners lead the process 

In September 1996, COTR Lawrence Camp 
approved the plan and SBBAC imbated the role of 
developing local consultmg capacity A natlon- 
wde  survey of the consultmg industry was 
conducted, leading to discussions with over 50 
consultlng firms (drawn from a range of 
advertising, accounting, lnformatlon technology 
and tramng firms) Of these, 24 were invited to a 
conference in Bratlslava (October 15, 1996) to 
Qscuss the goals and 0bjectIves of the program 
Within one month of the conference SBBAC 
engaged 12 consultmg firms to the 2-2-2 process 
By signing legal contracts with SBBAC, these 
Consulting Partners demonstrated their 
c o m t m e n t  to a relahonshlp lastlng, at a 
mlumum, through the remiunder of the contract 
penod (onginally through June 20 later extended 
to December 20, 1997) 

Each pracbce held sermnars in the fourth quarter of 
1996 to tram Consulting Partners in SBBAC work 
processes Semnars were held in Organuabonal 
Development, Strategy, Marketmg, and in the 
Consultmg Partner program Most tratning was, 
however, on the job, workmg side-by-side wth our 
tramed internal staff Most engagements 
proceeded smoothly, with consultmg partners 
talung immediate responsibdity in such areas as 
accountmg and organuabonal chart analysis 
The interface and contact with expatnate staff is a 
l e m n g  expenence for the enterpnse as well as the 
consultmg firm At the end of October 1997,41 
SBBAC engagements had been completed with or 
by consultmg partners 

With these compleuons, parhcularly in Marketing 
and Organizational Development, the capacity- 
budding process was successfully concluded 
Consultmg Partners led all assignments in these 
two prachces, and parhcipated actwely in 
Turnaround and Strategy engagements 

1 PHASE I - 111 OBJECTIVES 

Management trainmg was idenbfied as a 
"secondary objective" of the project in the ongmal 
Task Order Semnar topics were identified based 
on a tramng needs analysis Semnars were 
presented by ex-pats or by ex-pats teamed with 
Slovak counterparts The objective of these 
semnars was to expose managers to modem 
approaches that could be implemented through 
restructuring Another purpose of the sermnars 
was to serve as a marketing tool for obtamng new 



restruchmng cheats In addihon, oneday semnars 
were given specifically on turnaround 
restructunng The pnmary purpose of these 
semnars was to create a demand for restructunng 
and to develop contacts for potenhal chents for the 
Project The results of this traimng effort are 
descnbed below Thls ad-hoc approach was 
contmued through Phases I - HI of the project 

2 PHASE I - 111 RESULTS 

Pnor to estabhshmg SMTC, 13 tramng programs 
were held in the subject areas of Product coshng 
(3), Cash-flow and Worlung Capital Management 
(3), Marketmg (4) and Production Plannlng (3) 
Three smnar s  were delivered in Turnaround 
Restructuring 

These programs were held in western, central and 
eastern Slovalaa and were very well-attended 
(average of more than 25 parkipants per sesslon) 
Evaluations all averaged in the "good" to "very 
good" range All programs, except Turnaround, 
were two - three days in durahon 

Based on the very successful results of the traimng 
programs d u n g  Phases I - HI, and due to the 
change ln Project emphasis to capacity bmlding 
and "broad mpact," traimng objechves were 
changed comrnenclng ln September 1996 The 
new objechves were as follows 

To estabhsh a comprehenslve traimng program 
in subjects that are consistent and compabble 
wth  the technical assistance dehvered by 
SBBAC's Consulbng 

To deliver traming programs that are 
specifically tadored to the current Slovak 
economc environment thereby providing for 
the transfer of knowledge and the 
implementabon of that knowledge so as to 
aclveve a dmermble Impact on the vlabihty 
and compebtiveness of Slovak companies, 

To promote public awareness of the quahty 
and breadth of SBBAC's training programs 

To establish the triuning program as a 
commercially viable profit center of SBBAC, 

To prowde trainmg of SBBAC Slovak tramng 
staff in all aspects of the development, 
delrvery and marketing of trruning programs 

4 APPROACH AND METHODOLOGY 

The Slovak Management Traning Center (SMTC) 
had as its mssion the providmg pracbcal, 
expenentlal education ln furthering the 
transformation of Slovak businesses to a market 
economy It used these approaches 

Sequences of four to five courses were 
developed in the following areas Accounhng 
Financlal Management, Marketing and Sales 
Management, Producbon Management, and 
Strategy and Organuabonal Development 

An Advlsory Board was estabhshed of 
Industry, government and academc leaders 
who provided gmdance on course offenngs, 
course content course markehng, etc 

Local and international faculty were recruited 
who would assist in course development, 
deslgn, matmal selechon and preparation 

Traming programs were promoted p m m l y  
by 

a Development of a course catalogue 
that included all SMTC course 
offenngs 

b Development of brochures for each 
indlvldual course offenng 

c Development of SMTC database 

Public awareness of SMTC was promoted 
through spealung engagements (e g , local 
chambers of commerce), medla exposure 
(newspaper arhcles), etc 

A business plan was developed to d e t m n e  
financial vlabllity 

The SMTC offered pllot programs in the last 
quarter of 1996 and began ~ t s  full program in 
January 1997 Sixteen courses were offered from 
January through May Based on evaluations and 
attendance, ~t was detemned that the great 
majonty of the courses were at the correct 
technical level and the qual~ty of the courses (level 
and method of instruction, tramng materials, 
venue) was very good Demand was not as hrgh as 
anticipated in some of the offenngs 

Based on these results in the summer of 1997, a 
change in emphasis was implemented to a 
combinabon of "open enrollment" courses and in- 
company traimng In addloon, an agreement was 
made with the Agency for Indusmal Development 



and Revitahzahon to provide a certification 
program for consultants in four professional areas 
Project (Strategc) Management, Business 
Excellence, Technology and Quabty Management 
and Financial and Cnsis Management In 
November, SMTC teamed with the USAID 
Achvity-Based Costmg Project to present two 
semnars on Achvity-Based Costing and Activity- 
Based Management Dunng December, SMTC 
presented five semnars as part of the Project's 
dissemnation plan for "Business Methodologes" 
developed by the SBBAC's consulting staff 

As shown in the accompanymg table, In the 14 
months of SMTC's existence d u n g  the USAID 
project, 59 tra~ning programs were held and were 
attended by 1,169 parmipants Of the 57 trainers 
used, 46 were Slovaks 

In December 1997, the SMTC regstered as a 
Slovak Not for Profit organlzabon, which would 
contmue after the close of the USAID project on 
December 20 The management team of &chard 
Guga, Andrea Hagovska and Don Warner wdl 
remnn in place The intentton is to contmue to 
provlde openenrollment courses, in-company 
trnmng and certified consultant trairung The 
Business Methodologies developed by SBBAC are 
expected to be a major tra~ning tool to be uhhzed 
and dmemnated in many of the traning programs 
Twenty-SIX courses are scheduled for 1998 

The followng managers were awarded Cemficates 
for complebon of a complete senes of courses 

Ing Luboslava Novotnai 
Strategc Marketmg Specialst in Chemosvit, a s , 
Svlt 
Attended six courses 

Effectwe Marketing Research 
Developing a Winning Marketing Strategy 
The Role of Marketmg in Budding a 
Successful Company 
Strategc Planning 
Strategc Decision Malung A Case Approach 
Tramng of Tramers 

h g  Jh Garaj 
General Duector of Sandnk Dolne HBrnre a s 
Attended five courses 

Strategc Planning 
Business Transformation 
Financial Analysis 1 

Financial Analysis 2 
Strategic Planmng & Decision Malang 

Ing Manin Novosad 
Financial Planrung Manager in Slov-Avia, a s 
Attended five courses 

Managenal Accountmg 1 
Managenal Accountmg 2 
Corporate Finance 1 
Corporate Finance 2 
Financlal Analysis 1 

Ing Peter Orgonik CSc 
Financial Director in ZTS Elektromka, a s 
Attended four courses 

Managenal Accountmg 1 
Managenal Accountmg 2 
Corporate Finance 1 
Corporate Finance 2 

Ing Bromslava Hanuhakovai 
Financial Manager 
Attended six courses 

Managenal Accounhng 1 
Managenal Accounhng 2 
Corporate Finance 1 
Corporate Finance 2 
Financial Analysis 1 
Financial Analysis 2 

Dunng the first year of the project, no Slovak 
pubhcahon addressed the operaoonal concerns of 
enterpnse managers There were national business 
newspapers, a good pubhcabon in the public 
relabonsl advemsing area (smlar  to Advertzszng 
A s ) ,  a good legal journal, and some regonal 
pubhcahons with a newslcurrent events focus 
However, there was no magavne or journal in the 
category of Harvard Buaness Revzew 

As descnbed before, in July through September 
1996, SBBAC underwent a thorough 
transformation away from consulting directly to 
chent companies, and towards bmlding local 
consultmg capaclty and know-how dlssemmahon 
through executwe traimng and publications The 
concept of a management journal was pnmady 
ongmated by the project s COTR, Lawrence 
Camp The journal enmled Buszness 
Pegormance, would serve as a vehlcle for 



publicizing the case studes that arose out of work 
with Slovak enterprises 

The project was fortunate to receive the services of 
a volunteer from the MBA Enterpnse Corp, 
Bngette Buchet With pnor wnhng expenence and 
a business degree, she was ideally prepared to 
undertake the development of a business journal as 
her project She was assigned a team drawn from 
the consultmg staff, and produced the first journal 
on schedule 

The first issue of the journal focused on marketing, 
including arhcles by the marketmg prachce leader, 
Stewart Glickman, and studies of actual client 
situahons faced by SBBAC in which marketing 
was a central problem (mdustnal an condmoning 
and frozen foods) The first issue also included a 
discussion of the value of consultmg to Slovalaa's 
transibon to a market economy by the Consulhng 
Duector, and on the value of traimng by the 
Triumng Duector and Howard Exton-Smth, The 
Recovery Group's project manager This first 
issue had a cover pnce of around $8 (far above any 
magazlne in Slovalaa) and had no external 
adverhsers However, it set a strong benchmark 
for content The General Ihrector of a leading 
software development firm, attending a 
presentation by Ms Buchet, picked up all avadable 
copies and distributed them to staff He then 
ordered 10 subscnptlons 

To date, eight issues of Buszness Per$ormance have 
been published, and the ninth issue IS in production 
Issues have featured markehng, orgamzahonal 
development, restructuring, strategy, finance and 
logis~cs/operahons/produchon 

The journal launch was not without its difficulbes 
It was designed to be an informabon dissemnabon 
vehlcle for the project, yet at the same tlme was 
expected to become commercially sustamable 
These two 0 b j e ~ t i ~ e ~  were often in confict Current 
news or pohhcal stones, which would lrkely sell 
well, could not be Included Second, the journal was 
launched wthout market research A market 
research survey in September 1997 revealed that 
Slovak managers were hungry for digeshble pieces 
of management informahon, but also recommended 
design changes that would support 
cornmerc~al~za~on By the fifth issue Buszness 
Performance had eight strong adverhsers including 
both Slovak and mternatlonal firms which nearly 
covered the production costs Subscription revenue 
grew rapidly, as indicated in Figure 7 

Covers of the first eight issues of Buszness 
Peqormance are included as Appendix 4 



Revenues (SKK) 
Subscription Revenue Growth 

(Does not rnclude drstnbutron channels ) 
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Jan March May July Sept November January 
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C a s h  Flow 

+ Cummulabve Invoice Amoun 

+ Cummulabve Cash Flow 

I 

I 

Fleure 7 Subscn~tIon Revenue Growth for Busmess Performance 

Dunng the second and the p d a l  thud year of the 
project, a substantxi1 effort was made to document 
the processes used by SBBAC Consulhng in 
restructuring and improving the performance of 
Slovak enterpmes The intenhon of this effort was 
to dissermnate SBBAC know-how as broadly as 
possible throughout the business cornrnumty of 
Slovaha 

Each practice started wth a flow-chart of a typical 
client engagement, and then detaded the purpose 
and result of each step in the consulting process 
Two techmcal wnters, Ed Guerrero and Judy 
Campbell, further elaborated and simphfied the 
language of the consulhng manuals Magdi Amm 
wrote Executzve Edztions, which were summanes 
of the analytical tools, along wth  descnphons of 
thew apphcahon 

As Table 4 indicates, 26 different documents were 
developed Final produchon and pnnhng of 26 
documents, an extremely complex undertakmg, 
was managed by Jeanette Miller The manager's 
version of the five methodologes was bound into 
two volumes (one m Slovak, the other in English) 
tltled SBBAC Buszness Methodoloav Senes 
Attached to the inside back cover of each volume 
was an electromc disc contiumng software tools 
that can be deployed wth each of the five 
methodologies The Slovak edition sold for $20 00 
Per COPY 

- - --- - * ----- - -, --- + RBdesgmng I S,E 
Bunness Process 

S B  1 s2,E3 
I I -- 

Acavrty Based 
Cost I 

S = Slovak Language Vers~on E = Enghsh Language Vers~on 
* Product of Coopers & Lybrand project 
1 - Pnnted for conference and mass m h n g  
2 -Bound Into Slovak version of Busmess Methodology Senes 
3 -Bound Into Enghsh vers~on of Busmess ~ e t h o d o l o k  Senes 

Table 4 Busmess Methodology Ser~es 

Jeanette Mdler developed and executed a program 
by which the business~methodolog~es would reach 
the Slovak market in a demand-dnven manner 
Executzve rnztzons, went out to a mading list of 
2 000 Slovak professionals The malhng included 
an invitation to join a sermnar or order the 
complete manual Ms Miller also managed the 
marketmg of the SBBAC Buszness Methodoloav 
Senes, and coordinated a senes of sermnars 
coinciding wth the rollout The Business 
Methodology Senes was rolled out in Brahslava at 
the closing conference of SBBAC Consultmg 
(Hotel Forum, November 12,1997) The 
conference was well rece~ved 



We have recently learned that consulting firms not 
dlrectly tramed by SBBAC are offenng SBBAC 
methodologies as a result of their purchase and 
study of the SBBAC Buszness Methodolonv Senes 
Tunan, an organuation offenng Time Management 
traning, has begun to offer strategc consulhng 
Finsems, an accounhng firm, has begun to offer 
Turnaround Management 

754 copies of the SBBAC Business Methodolorn 
Senes were distnbuted m Slovalaa Of these, 

263 were distnbuted to Slovak managers who 
responded to a mading infomng the pubhc 
of the opportumty to purchase the Senes, 

153 were delivered through SBBAC training 
semnars in Brahslava, Banska Bystma, and 
Kosice, supportmg the release of the 
methodologies, 

20 were distnbuted to educabonal 
inshtubons, 

140 were distnbuted through SMTC, and 75 
more w11 be distrrbuted in 1998, 

82 were distnbuted to orgamzahons with 
enterprise chents, such as the MBA 
Enterprise Corp and the Peace Corps , 

24 books were distrrbuted to trainers and 
USAID 

A Web site was developed (www sbbac com) 
that contams downloadable Execuhve 
Edihons of the SBBAC Buszness Methodolonv 
Senes 

Throughout 1997, USAID made clear the high 
value it placed on having its projects leave behnd 
vlable, indigenous "legacy" orgamzahons On one 
hand, the local staff was always enthusiashc about 
the prospects for creating SBBAC "spin-offs " On 
the other hand, the contractor had to proceed 
pngerly on thls matter in light of concerns that 
USAID funds be used solely for the benefit of the 
project itself 

As of February 1998 three legacy organizations 
were operatmg in Slovalua, fully staffed and 
managed by local resources, trained under the 
SBBAC project 

A Slovak repstered, not-for-profit association, 
Slovenska Manazeska Spolocnost (SMS) was 
created to publish Buszness Pet$ormance journal 
The journal has enjoyed significant revenue growth 
since incepbon Tlus has been achieved through a 

commerciahzation program that enhanced the look 
and feel of the journal and shifted the distribution 
to a "Controlled Clrculation" basis T h s  has 
increased circulahon (of a free journal), enabhng 
SMS to sell considerably more adverhsing due to 
the perce~ved hgh qual~ty of the readershp 
Demand conhnues to be evident, but tumng thls 
into a sustamable business has been difficult 

SMS pursued a vigorous partnershp search 
covenng commercial and grant-funding enhhes 
Over 60 organuations, includmg publishng and 
media companies, investment funds and grantors 
were contacted Detalled proposals were presented 
to approximately 10 potenhal partners SMS was 
eventually successful in identxfying an expenenced 
and quahfied pubhshing partner, Buller 
Investments, and a transihon plan has been agreed 
upon in pnnciple SMS is commtted to publishing 
three further issues under USAID fundmg and wll 
then continue publicabon as a self-financing entity 

The Slovak Management Training Center (SMTC) 
has simlarly regstered as a Slovak, not-for-profit 
association offenng both "open enrollment" and 
"in-company triulung " There is no doubt that 
SMTC is well-placed to offer high-quality 
management trnmng in the Slovak market, and it 
could command premurn pncing in a buoyant 
market 

Unfortunately, some of the assumphons on which 
the independent enbty was founded have faded to 
matenahze Dwng  the final phase of SBBAC 
operations SMTC was contracted to undertake 
tramng of management consultants for the Agency 
for Industnal Restructuring under an EU-funded 
contract Ths  offered the poss~bihty of a 
substanhal "baseline" contract that would underpin 
the nascent commercial business Regrettably, due 
to procedural and political problems, the agency 
has to date been unable to pay SMTC's accounts 
However, there are now indications that these 
impdments may be cleared away In addition, 
SMTC has been asked to join vanous nahonal 
consortia in bids for new EU contracts 

Fortunately after a long delay, USAID was able to 
approve a subcontract to SMTC for further 
management tramng in Business Methodolopes 
that wlll prowde a source of hmely and much need 
worlang capital to support continued commercial 
operations SMTC management is presently 
optmsbc about the future 



Finally, staff from SBBAC Consultmg established 
TRG Slovalua, a for-profit consultmg subsidiary of 
The Recovery Group After several difficult start- 
up months, TRG Slovaha has won several 
important assignments that should help to ensure 
its contmued growth and success The consultants 
have also been exposed to assignments in other 
countnes in the regon Marko Mtrovic 
invesbgated a business opportumty in Russia, 
Martma Stofkova and kchard Satin have 
conducted a cash-flow analysis of a company in 
Germany, and &chard Satm has been deployed as 
a thlrd country national to another USAID pro~ect, 
to help deliver a methodology used at SBBAC 
TRG Slovalua's objective is to achleve break-even 
by the end of t h ~ s  year 



Ill LESSONS FOR DONOR- 
FUNDED RESTRUCTURING 

A SBBAC AS AN ORGANIZATION 

1 STRATEGIC BENEFITS / DRAWBACKS 

SBBAC's organlzabon was based on the premse 
that a central location for restructwng contractors 
would provide both economes of scale and 
operabonal synerges It included, under one roof, 
four USAlD enterpnse-related contracts The 
Recovery Group's Enterpnse Restructunng Center, 
Arthur Andersen's Bank Adwsory Project, 
Cnmson Capital's Corporate Finance Team and 
Coopers & Lybrand's Cost Accounhng project 

The key benefits of the "Center" were cost 
reduction, shared inshtubonal learmng, joint client 
meetmgs, and, to an extent, cross-ferhhahon of 
ideas The extent of cross-project intellectual and 
client synerges at SBBAC was entxely a funchon 
of the comrmtrnent of the vanous Chiefs of Party to 
work together 

The only significant drawbacks of having the 
projects co-located were 1)  the extra management 
hme devoted to contmuously finding formulas for 
cost allocahon that were both acceptable to all 
partles and consistent wth the individual USAID 
contracts, and 2) that the considerable burden of 
admmstenng SBBAC fell entlrely to a single 
contractor 

2 SYNERGIES BETWEEN PROJECTS 

The economes of scale were obwous, and 
according to plan Fmtly, the Center was able to 
operate wthm one leased space (although the 
Center did move once m January 1996) and share 
costs accordmg to space ubhzahon Th~s  reduced 
the combined overhead costs of USAID's 
enterpnse-related projects by allowng such 
operahonal necessihes as conference rooms, 
receptlorusts, security, photocopy and fax leasing, 
and network support to be shared by all 
contractors Second project contractors met with 
USAID simultaneously The weekly meetmg on 
Monday morning allowed USAID to centralue 
oversight and allocate its resources appropriately 
Clearly, the combined overhead costs to USAID of 
these projects were far less than would have been 
the case if each project was independently located 

At the operational level, the synerges were 
substantxd, but quahtahvely different than what 
was expected The Center was designed to yleld 
"verhcal" synerges a bank would restructure its 
portfolio through Andersen assistance, and would 
refer the restructuring of the underlying bank loans 
to The Recovery Group Finally, a restructured 
company would be referred to the Corporate 
Finance Team for recapitaluabon These verhcal 
synergies were not reahzed for two reasons First 
(and as previously menhoned), a lack of a credible 
legal and tax infrastructure prevented real efforts 
by banks to restrucmng firms wthm thex non- 
perforrmng portfoho, aside from classificahon and 
lirmted reserving Second, the corporate finance 
team was largely unable to structure pnvahzahon 
transachons due to a number of factors including 
slow capital market development, poor 
transparency, and perceived pohhcal nsk on behalf 
of investors 

In fact the greatest operahonal synergies were 
"honzontal" ones, in which different project 
components would work collaborahvely to offer 
enterpnses a wder product range Strong 
synergies were thereby attained in outreach and 
marketmg A number of enterpnses ongnally 
approached by one contractor were actually served 
by another For example, Komarnske Tlaciaren, a 
commercial pnnter, sought strategc adwce As its 
strategy was pnmanly to be a low-cost producer, it 
was referred from the Enterpnse Restructunng to 
the Financial Management (Cost Accounhng) 
proJect 

As the project was redesigned away from its 
ongnal role as a counterpart to bank restrucmng, 
the intended synerges between the Arthur 
Andersen Bank Advisory Project and SBBAC 
Consulting never fully matendvied However 
there was a great deal of informal collaborahon 
including a joint semnar on the topic of advanced 
cash-management techmques, which was attended 
by finance directors of SBBAC Consulting client 
companies, and discussions of strategies for 
companies wthin certam banks The key was the 
attitude of the Chef of Party for each project 
Where COPS are supportive, pumng projects 
together for synergies is an excellent idea 



B LESSONS FROM ENTERPRISE 
RESTRUCTURING EXPERIENCE 

The restructuring expenence of SBBAC yielded 
several important lessons 

1 GENERAL CONCLUSIONS 

The success of restructunng effort rests not on 
complex financial engineenng, but on the existence 
of competent, restructurmg-onented management 
focused on improving operational economcs, asset 
performance and cash-flow dynamcs Specifically 

restructunng requues c o m t t e d  involvement 
of three key company stakeholder groups 1) 
the senlor management team, 2) the board of 
dlrectors, and 3) major eqmty holders and 
creditors, 

restructmng requlres change-onented 
leadershp, generally from a highly mohvated 
and hard-workmg General Director, 

the proper economc envlronment for 
restructmng is one that provides both "carrots" 
(financial restructunng or new financing) and 
"st~cks" (credible threat of management 
&smssal, banlavptcy and hqutdation), 

restructunng requlres duect accountabdity for 
performance, dnven by acbon-onented 
mdestones and reporhng structures, 

restructunng reqwres rehable financial and 
operahonal information, 

approaches to restructunng can be standarked 
around solving key operahonal problems that 
appear frequently in part~cular industnes, 

restructmng is a mulb-stage effort that 
typically takes more than one year, and in fact 
is a conbnuous process 

2 THE RECOVERY GROUP'S STUDY OF 
SBBAC IMPORTANCE OF LEADERSHIP 

For a restructmng conference held by USAID in 
f iev  (October 1996), The Recovery Group 
analyzed factors that differentiated success from 
lack of success m restructmng projects with 34 
SBBAC chent enterpnses The most important 
factor associated with accomphshing change was 
the presence in the company of competent 
leadershp pubhcly c o m t t e d  to the restructunng 

Leadership was a far more important detemnant 
of success than other factors such as condition of 

the buyer industry, diversity of business units, or 
even the financial condition of the company at the 
outset of the consulting engagement 

There were a number of cases where the 
restructurmg strategy was clear, but the General 
Director of the client company was unwllhng to 
execute the strategy, particularly if it included 
programs related to headcount reduchons or 
dropping historically important product hnes 
There were also instances of difficult and complex 
restructunng plans that were mplemented 
successfully because of the commtrnent of the 
General Director 

The second most important cntical success factor 
was the achve support of the restructunng by the 
company's Board of Drrectors We had the most 
success wth spin-offs of larger companies, where 
managers were in fact owners We had consistent 
success wth companies that had concentrated 
ownership In all cases, duectors who did not 
invest in the tune required to understand the 
operational issues, or who focused on short-term 
results, boards that changed composihon 
frequently, or companies that were caught in 
frequently changing ownership structures, had poor 
restructunng results 

Supervisors or Board of Directors, play five cnhcal 
roles in restructunng 

locatmg, incentiviung, and supporhng General 
Directors who are capable of restructunng, 

supporhng restructmng plans developed by 
pro-actwe management, even where they may 
involve job cuts, 

using their independence of judgment, 
expenence and knowledge of busmess strategy 
to improve theu company's strategic focus, 

holding management accountable to 
performance targets in marketmg, producoon 
and finance, which result from a strategic 
focus, 

leading, through their credibllity and 
c o m t m e n t  to performance Improvement, 
dialogue with key stakeholders, including 
creditors, umons, and trade partners 

Demonstratmg willingness to replace the 
General Director 

RestructuIlng situaoons reqmre a pmcularly 
intensive focus on shareholder value, dnven by 
well-informed Boards Good corporate governance 
often requlres concentrated ownership There is a 
clear hnk between effectwe governance and 
shareholder value The World Bank study of the 



Czech market found that the ratlo of market value 
to book value (Tobm's Q) was approximately 30% 
hlgher for compames with concentrated ownership 
than for compames wth dduted ownership The 
market obviously beheves that the greater degree 
of control lmphed by concentrated ownershlp wll  
result in higher profits A recent survey by 
Mcfinsey & Company suggested that U S 
Investors who buy shares of under-valued 
compames for thelr long-term value appreciahon, 
wdl pay up to 16% more for companies with good 
corporate governances These research results 
appear to confirm the finding at SBBAC, that good 
corporate governance is central to company 
performance and value The CEO needs strong and 
clear Board support when implemenhng Qfficult 
decisions such as spending constrams, headcount 
reducbons, asset llquidabons, and product hne 
rahonaluahons 

SBBAC worked with several ownership groups in 
Slovaha that appeared to apply effectwe 
governance principals The SEWS Group, IS 
Dividend, and J&T Secuntres have all 
demonstrated success m parhcular restructunng 
sltuahons fi-om an ownersh~p poslhon These 
owners parhclpated m developing restructunng 
plans and competihve strategy, brought In new 
General mectors, who in turn brought In new 
finance or markehng directors, and used acme 
momtmng of companies aganst clear performance 
targets The scope of support included adv~sors, 
financial systems, and buslness contacts All were 
rewarded by substanhal Increases in shareholder 
value 

Another important factor impactmg company 
performance was the degree to which the company 
had defined and promoted a core buslness Many 
compames, emergmg from the status of belng a 
reglonal monopoly suppher, have wide product 
hnes that reqmred no marketmg support under the 
previous economc system Those companies that 
had found a logical way to focus them product 
hnes ather based on them core competence 
strength of compemon, or market opportunihes 
tended to perform better ln our restructunng 
process 

G Pohl R Anderson S Claessens S Djankov Pnvahmhon 
and Restructunng m Central Europe World Bank Technical 
Paper No 368, Washmgton, D C 1977 

R Felton et al Pumng a Value on Corporate Governance 
McKtnsey Quarterly 1996 #4 

Companies that had not ngorously defined and 
then focused on thelr core business, reqmred a 
much more comprehensive restrucmng effort 
Such longer, more comprehensive engagements 
began by segmentmg the company into product 
h e s  or business umts, followed by detarled 
economc and compebtive analysls of each umt, 
and then development of a competlhve and 
marketing focus for the key business umts 

Whde such comprehenslve projects were doable, 
USAID'S purpose was better served when SBBAC 
could assist simpler, more hghly focused chents 

4 INTERNAL SYSTEMS AND ORGANIZATION 

Restructunng reqmres an intensive, often difficult 
Investment of bme on the part of management 
The process is much more m c u l t  if effective 
Internal systems and orgauahon are absent at the 
company If internal systems are weak or 
underdeveloped, chents have difficulty responding 
to our requests for information such as per-umt 
costs, pnces, market share, or worker productmty 
data If organuation is poor, it is Qfficult to assign 
responslbdity and ascertam accountablhty for 
execution of specific tasks withln the turnaround 
process When either internal systems or 
organuahons are undeveloped, we have learned 
that the turnaround process wdl be unproductive 
unless reorganuation is a first step Ths  often 
means smphfylng orgamzahonal charts to promote 
greater accountabdity, and helplng the organuatlon 
define what type of information should flow withln 
it, to whom, and its frequency 

Related to the previous point about corporate 
governance, we learned in SBBAC that banks are 
not the dnvers of resmctunng in Central Europe 
There were several instances when even fore~gn 
banks registered In Slovaha referred a client to 
SBBAC for restructunng, but were unable to 
persuade management to meet with us In another 
instance we were referred to a group of classified 
enterprises only to find that 75% of them were 
effectively shut down and not worth restructunng 

In the latter case, banks had no leverage untd it was 
too late The lesson, for restructunng projects or 
prachhoners, is to seek the sources of real leverage 
in the economy - owners and General Directors 



6 NEED FOR A CONTINUOUS REFERRAL 
SOURCE 

As ongnally designed, the project was projected to 
receive a stream of client referrals from "referral 
sources " The project's referral sources were 
expected pnmanly to be large banks that would 
value outside help in improving the commercial 
and financial performance of then dehnquent and 
non-perforrmng borrowers In fact, there was a 
falrly consistent shortage of appropnate clients 
from such referral sources In many cases, client 
referrals that were provlded were too small or too 
weak to ment investment of SBBAC resources At 
bmes, this shortage of appropnate clients hindered 
or delayed the project's success in achieving its 
capacity bmlding and restructunng objectmes 

To compensate for the largely ineffective referral 
system, much greater SBBAC management time 
was spent on new business development than 
onginally antmpated Dunng the project's second 
year, we began to recave referrals fkom prevlous 
clients, but the increase in referral volume was 
offset by a decrease due to the substantial fee 
structure introduced 

Future enterprise restructunng efforts could 
address t h~s  problem by talung a number of 
measures 

investment early in pubhc relations and 
advertising, which would pay off in terms of 
reduced selling effort, 
work wth pnvate lendmg inshtubons that are 
genmnely concerned about loan repayment, 

establish formal referral investment 
management companies systems with local 

c LESSONS FROM CAPACITY 
BUILDING 

1 DEVELOP STANDARDIZED, REPLICABLE 
PROCESSES 

The consultmg partner capac~ty-budding program 
relies heavlly on on-the-job trainmg as the pnmary 
transfer vehcle Apphcabon of consulbng tools to 
hve chent problems is the only valid way to 
develop management consultants The speed of 
learning can be facihtated through use of 
consulting manuals 

2 SIMPLIFY PROCESSES IF POSSIBLE 

Turnaround and strategy, which entad fiurly 
complex mulh-stage analyhcal processes, were 
transferred less effectwely in the capacity- building 
program than funcbonal consulhng products such 
as marketmg and OD Ths  difference was largely 
due to the complexity of the process being taught 
and transferred, and the fact that more 
comprehensive products could not be implemented 
parhally Consultmg know-how appears to be 
most readily transferable when it is packaged as a 
fiurly smple, discrete product 

3 USE SEMINARS EARLY IN PROCESS TO 
ESTABLISH BASELINE UNDERSTANDING 

All of the SBBAC consultmg practices held 
semnars desmbing their process, teaching 
termnology, and use of case studies Each prachce 
area brought in external resources for t h s  purpose 
The Marketmg & Sales Pracuce used Znnovara, the 
Organlzabonal Development Practice used 
Organizational Dynamics, Znc , and the Strategy 
Pracbce used methodology from Arthur D Little, 
Znc , taught by James Edgerly In each case, these 
triumng semnars were highly effechve in "luchng 
off' the capacity-budding program with Consulting 
Partners and establishng basehne conceptual 
understanding 

The Turnaround Pracbce held its semnar towards 
the conclusion of the capacity- bmlding program, 
using Recovery Group methodology Participants 
were from both Consultmg Partners and referral 
sources (investment funds) 

SBBAC management considered many dozens of 
consulbng firms before selecong its Consultmg 
Partners The selechon process was made complex 
by the need for a wde  range of selection cntena 
However, a factor that appeared to be most cnhcal 
In determning if a Consultmg Partner would get 
full benefit from the program was whether the 
Partner would continuously commt to the program 
professionals of sufficient level and number 
Companies that shuffled personnel in and out of 
the program, or that comrmtted too few or too 
junlor professionals, d ~ d  not receive the full benefit 
from SBBAC 

Future capacity-bmlding programs should include 
formal staffing requirements from Consulting 



Partners As was done with several SBBAC 
prachces, more Partners should enter the program 
than are expected to graduate, so as to allow for 
attnhon of partners that invest less than the 
expected comtrnent  

5 CONSIDER A FULL-TIME APPRENTICESHIP 
APPROACH 

Involvement of Consulhng Partners wth  SBBAC 
staff was pnmmly at sermnars and at the client 
locatton However, much of the thlnkmg and 
problem solving d u n g  a consulhng project takes 
place in the office, at lunch, or in the car on route 
to client locahons Consideratton was gwen to 
temporady locatmg Consulhng Partner staff 
wthm SBBAC, however, office space at SBBAC 
was severely hmted 

A possible improvement of the SBBAC Capaclty 
Bmlding program would be to requve Consulhng 
Partner staff to co-locate with Consulting Practxes 
for a specific p e d  of hme T h ~ s  would require 

much larger office space, but would greatly 
intensify the pace of know-how transfer 

D. LESSONS FROM TRAINING 

Expenence in delivenng trmning courses and 
restructwng Slovak companies, led to the 
followng generahzations and conclusions 

The consistently hgh  levels of attendance at 
SBBAC trmning programs indxated that company 
management was aware of its needs in funchonal 
business disciphnes University programs were 
pnmanly geared to the grantmg of degrees and 
were, at best, a long-term solutton to prowding the 
theorehcal base necessary for long-term 
improvement in the Slovak business community 

2 THERE WAS A NEED FOR PRACTICAL 
TRAINING 

Managers requlred and responded to tramng that 
was not constrained by umversity and government 
bureaucracy and regulauon that was delivered by 
business professionals and that could provide 
substantive performance improvement in the short- 
run 

Prachcal traning, tallored to the Slovak economy, 
business envvonment and managenal know-how, 
could be designed and delivered through a 
sequenoal senes of short courses that could result 
in performance improvement and improved 
business performance Two- to threeday sermnars 
were sufficient for "exposing" companies to the 
state of the art in vanous buaness disciphnes but 
were insufficient to provide the know-how 
necessary to implement "best prachces " 

Effective traimng reqlllred the use of case studies 
relevant to Slovak compames and delivered 
through achve traimng methods including hands-on 
computer trairung, simulations, and role-playmg 

The triuning center reqwed an orgatuzahonal 
structure that included funchons for adrmssions, 
course development, faculty procurement and 
development, log~stics, markehng, 
accounhnglfinance, and course facihtahon 

6 USE OF SPECIALISTS 

Achlewng sigmficant impact requued the 
idenhfication of course sequences that would 
achieve the 0bjecbve of enhanced learmng leading 
to implementahon Such programs reqmred design 
by speciahts with academc and industry 
expenence in each track Speciahsts could be 
obtmned through external resources, dlrect hves for 
short-term assignments, in-country academcs and 
pracmoners 

By far the greatest demand for short courses was in 
finance and accountmg Demand for marketing 
courses was second greatest There appeared to be 
limted demand for courses related to produchon 
management 

Obhmng qualified local faculty was much more 
difficult than inihally expected The pool of 
dynamc interactwe instructors in subjects covered 
by the SMTC cumculum was very thn  Heavy 
investment had to be made in developing SMTC's 
local faculty 



E LESSONS FROM COST SHARING 

The project proved that local recipient compames 
were wllling to pay substanhal fees for consultmg 
and trnmng The fees billed by SBBAC and 
SMTC were designed to facllitate capacity- 
building by simulatmg a commercial enwonment, 
and by demonstrattng to the Consultmg Partner that 
the achvity can in fact be revenue-generahng For 
SMTC, billing systems, traming structures and 
course content all had to meet market tests of 
commercial wabihty Billing rates were 
established, and fee structures and fixed pnce 
contracts were established for all customers of the 
orgarnabon 

The expenence of SBBAC proved that it was 
possible, and advisable, to provlde USAID- 
supported restruchmng assistance as a fee-based 
service, and chents in Slovalua have demonstrated 
the abihty and wihngness to pay substanhal fees 
for USAID-supported consulting The increased 
c o m t m e n t  level of the chent base justified the 
increased staffing requlred for marketmg, 
contracting and bllhng 

Indwahve SBBAC B ~ h g  Rates 

Consultmg Dady rates Stated in $US 
Practlce Leader Sk 8,000 $250 
Project Manager Sk 4,000 $125 
Consultant Sk 2,000 $62 

Typical consullmg project 
Sk 150,000 $4,700 

Largest Contract 
Sk 290,000 $9,062 

Tr- 
Course Fee Sk 1,500 or $471 parhapant day 

Buszness Performance 
Issue Pnce Sk 300 $ 9 3 0  
Subscription (4) Sk 800 $25 00 

Busmess Methodologes 
Volume pnce Sk 670 $21 00 

Ap~roxlmate Fees Generated bv SBBAC 

SMTC (Trainmg) $70,000 
SBBAC Consultmg 57,000 
Other* 10,000 

Total $137,000 

* Other includes Busmess Performance invoices, 
revenues from Buaness Methodology, and fees 
from the CEO Summrt 

Fees earned by SMTC were used to cover the cost 
of local faculty Fees earned by SBBAC 
Consultmg were pad to Consultmg Partners as 
compensation for then bme spent workmg on 
SBBAC Consultmg Projects under the 2-2-2 
Program Fees generated though Buszness 
Peflormance, the SBBAC Buszness Methodolonv 
Senes and the CEO Summtt were used to defray the - 
costs of those acbvibes 

The success of the SBBAC project was hlghly 
dependent on the Center's abllity to recruit a staff 
of high-cahber local professionals Thls proved to 
be one of the most difficult tasks of the project 
Simply stated, Slovalua is a growing economy that 
holds much opporturuty for talented young 
professionals Professionals with the language and 
professional background sought by SBBAC were 
generally not wlling to c o m t  to a project of 
limted duration The dehneabon of the project 
into two month, six month and even one-year 
phases made th~s  problem all the more difficult 

SBBAC Consulhng was fortunate to hne a core 
team of eight senior professionals who were very 
competent and very trunable Six of these 
professionals stayed through the compleDon of the 
project SMTC was able to attract just two local 
professionals at a senlor level, although this was 
enough to establish an effective trainmg Center 
Expanding beyond these levels without sacnficing 
quality proved to be virtually impossible 

The expatnate level of effort expended per client 
engagement dramatxally decreased over the course 
of the project (see Figure 8 on page 32) Some of 
this was natural, wth the delegabon of increasing 
responsibility to trnned local staff A more 
dramatic shlft occurred in the thlrd quarter of 1996 
when the staffing model was changed from a fixed 
team approach to a prachce leader approach 
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In the former, each of four teams included two 
expatnates consultants who dehvered most of the 
consulting effort In the latter, each expatnate 
played a speciahst role, leading a team of locally 
hlred and traned consultants in turnaround, 
marketing, strategy and organizational 
development Expatnate consultants acted as 
"partners," responsible for developing the 
intellectual content of the pracbce, selling 
consultmg projects, and supervising the delivery of 
consultmg services The consultmg labor was 
delivered pnmanly by local staff 

By worlang intensively with the Prachce Leader, 
Slovak professionals took on growng levels of 
responsibihty An indicahon of the effectweness 
of this Prachce-Leader approach is that two 
Slovaks (Dr Victor Bernat in Strategy, and Anton 
Fonnt in Turnaround) graduated to become 
practlce leaders, replacing the expatnate prachce 
leader 

G OUTREACH AND PUBLIC 
RELATIONS 

The reqmred investment in public outreach and 
client development for SBBAC was enormous and 
probably underestimated throughout the project 
pmod Client development efforts were requlred 
to address 1) the bias of Slovak companies against 
consulting, 2) the frequent hesitancy in dealing 
wth foreign consultants, 3) normal "consciousness 
rasing" regardrng the benefits of specific 
consultmg services High-level staff were 
dedicated to marketing and outreach throughout the 
project penod 

Advisory Boards were estabhshed and convened in 
an effort to strengthen the project's effectiveness in 
operating within the Slovak business cornmumty 
A SERC Advisory Board was estabhshed dunng 
Phase I and then reconfigured dunng Phase 111 
Compnsed of a number of important bank and 
Mimstry personnel, the Board was envisaged as a 
way to gwe the project a lugher profile and 
credibdity within the business community The 
Slovak Management Tralnzng Center developed its 
own Advisory Board, more related to the 
educational community This Board included the 
Dean of Comenius University, the head of a 
consultmg fm IMI Zllina, and the head of the 
Slovak Electric Company A list of Advisory 
Board members for SERC and SMTC are provided 
in Appendur 3 

In fact, there is little room for a meamngful role for 
an Advisory Board in a project hke SBBAC The 
project received ongoing strategic dnecQon either 
from USAID Washington, USAID Braaslava, or 
from TRG Boston The Boards did add some 
stature to SBBAC and SMTC However, then 
meetings, which took considerable effort to 
arrange, had mnimal impact on the project 

One of the most effective vehicles for publicuing 
the project and the restructunng process itself was 
through major conferences organized by SBBAC 
and by local firms 

SBBAC's first major conference was the CEO 
Summt on customer-focused business 
improvement At thu event, we invlted 60 
directors of enterpnses to a one-day 
conference/workshop designed to gve  General 
Directors a vision for business improvement, and 
successful examples provided by dnectors of 
successful Slovak and multinattonal enterpnses 
We had five speakers including 

His Excellency Ralph Johnson, U S 
Ambassador to Slovalaa 

Pave1 Olechmwicz, VP of Power Generation, 
CEE (Asea Brown Bovan) 

Peter Valent, General I>lrector of Chemolak, a 
highly successful Slovak company, 



Peter kchards and Rod Whitley directed leading bankruptcy judge, remaned in close 
workshops, Scott Bressler introduced the contact with the project 
center, Magdi M Armn moderated the event, 
and Howard Exton-Srmth was its organuer 

Our second major conference was at the close of 
the project, entltled "Capacity Bmlding and 
Legacy " The speakers were the major recipients 
of assistance, in particular the consultmg firms that 
"graduated' from the capacity budding program 
Thls event included the ceremonial distnbubon of 
cemficates and plaques, speeches, and roundtable 
discussions on the value of capacity budding, and 
the future of donor assistance to Slovalua Many 
Slovak managers and officials took the opportumty 
to thank USAID for its contnbubon Appendlx 3 
hst the attendees of the above mentioned 
conferences 

In addibon to SBBAC-sponsored events, SBBAC 
consultants appeared regularly in major business 
conferences sponsored by Trend and Hosuodarske 
Novme, Slovalua's leading business pubhcabons 
Stewart Glickman and Bnce Heath, leaders of the 
Marketing Pracbce, spoke before the Trend annual 
Marketing conference in consecutive years Scott 
Bressler spoke at Trend's Finance conference, and 
Peter Ibchards spoke at Trend's Top Managers 
conference Magdi Amm spoke at a recent 
Corporate Governance conference, reflectmg on 
SBBAC's expenence Jeanette Mdler, through her 
extensive contact hst, spoke regularly at 
discussions sponsored by the Amencan Chamber 
of Commerce, or the Department of Commerce's 
Business Center SBBAC and SMTC were 
present in the annual finance industry exhibibon, 
Finex SBBAC consultants, in particular Stewart 
Ghckman, were regular contributors to magazines 
such as Strategte and m e  Slovak Spectator 

The SBBAC Consdbng project also sought less 
formal contact with important Slovak business 
leaders, who prowded both a source of enterprise 
clients and performance feedback For example 
such contacts included the Chaman of the 
Dwldend Group of enterpnses, the Amencan 
Chamber of Commerce the marketing dlrector of 
TetraPak, the General Director of the software 
house Sohp, the -tor of Quahty for 
Volkswagen, and the heads of the consulting 
partners workmg under the 2-2-2 program Several 
board members, such as Peter ICljovsky of the 
Investment and Development Bank, Josef Petras of 
the Mirustry of Industry, Judge Vladirmr Kma, a 



IV CONCLUSIONS 

USAID, through SBBAC, offered the Slovak 
economy a large menu of restructunng, trnmng, 
and management informabon choices These 
services were dehvered through several channels, 
rangmg from intensive consulting on deep 
restructunng problems, to semnars, to journals and 
methodology text Well over half of the target 
market (esbmated to be 900-1,200 md-sized 
enterpnses), has received some type of assistance 
fiom USAID'S Advlsory Center 

These services achieved hlgh Impact, often greater 
than what was expected The intensive 
restructurrng efforts at chent compames were 
effecbve as mdicated both by the share of GDP 
impacted, and the fact that SBBAC clients 
outperformed the Slovak economy dramatically 
Of equal importance, the restructurrng activlty 
provided all other project elements with intellectual 
content, in the form of methodologies, case studies, 
traning tools, and knowledge about economc 
problems faced by enterpnses in transibon to a 
market economy Whde other project elements 
affected a larger number of economc factors, it is 
doubtful that they could have done so meamngfully 
had the project not started on its foundation of 
dlrect enterpnse assistance 

Tramng and publishing impacted a large number 
of managers, and found a very recepbve audience 
Courses in marketmg and finance sold extremely 
well, whlle producbon and orgaruzabon did less so 
The experience of the Slovak Management 
Trnmng Center, Busmess Performance journal and 
the SBBAC Busmess Methodoloa~ Senes attested 
to the fact that managers in transibon economes 
perceive that informabon provlded by Western 
managers 1s relevant and helpful toward improving 
their own job performance and the performance of 
their respecbve compames 
Capacity budding was effectwe but was found to 
take longer than expected It worked best in the 
more fincbondnven, shorter processes 
(marketing organlzahon) than in the more complex 
processes (turnaround strategic planrung) Its 
success was greatly affected by the quality of the 
local partner 

Virtually all project elements have suffered from 
the hghly polibcized environment surrounding 
Slovak economc restructunng and the policy 
environment in general 

The project would have had an even greater impact 
if the insbtutional environment supported greater 
restructunng As banks are not forcmg repayment, 
the most obvious source of restructurrng demand is 
absent Indirectly, this affected demand for 
trnmng and information products Since 
unemployment has been kept artificially low, 
demand for retrming to increase attractweness in 
the labor market is also arhficially low In Poland, 
where restructunng of pnvate enterpnses has been 
supported wrth appropnate pohcies, unemployment 
reached the 20% range before dechmng There is a 
boomng market m Poland for both consulbng and 
trnmng 

Commercialuation efforts presented somewhat of a 
ddemma Long-term legacy is a win-win for 
USAID and Slov&a However, the three legacy 
organuabons would have benefited considerably 
from more time planmng This was not possible, 
since t h s  was a distracbon from project activities 
and deliverables Perhaps a better structure would 
have been to program a commercialuafion penod, 
separate from project dehverables 

Recommendations for other restructunng efforts 

Market Research There can be no doubt 
that, in a project as complex as SBBAC, the 
process of conbnuous mprovement through 
ma1 and error is unavoidable However, a 
more sophisbcated market research stage at the 
project outset may have accelerated the 
project's abllity to focus efforts on those 
aspects of business management that are in 
most demand Focusing would reduce the 
hme shfhng between approaches, and allow 
greater time to develop the longer-term forms 
of impact, such as capacity building and 
comrnerciahzabon 

Evaluahon Evaluabon should focus on 
documenbng process and content as well as 
quanbtabve deliverables and outcomes Over 
time informabon about the restructunng 
process and specific enterpnse problems 
became valuable as lessons for project 
improvement, for infomng USAID and for 
dissemnabon to targets of capacity building 



Pol~cy Closer interaction with the policy 
enwonment, either through a policy 
component or an advisor, would have 
enhanced impact Interactions wth pohcy 
makers indicated that they were often 
appreciatwe of our outlook 

Restructumg f i s t  hhahng  the project at 
the enterpnse restructuring level provided a 
strong platform for other forms of enterpnse 
assistance 

Report prepared by 

Magdi Amm and James B Edgerly 
May 29,1998 



APPENDIX 1 
PROJECT CHRONOLOGY 

Phase I Feasibihty Assessment 
Date July - August, 1995 
Locabon Botel Gracia 
Project Manager James B Edgerly 
Sueof Staff 5 

22 compames were vlsited, of which 12 qualified 
for program entry Referral relahonships were 
established at leading Slovak banks and investment 
compames An Advisory Panel was created and 
convened, and the project's viability affirmed 

Phase II Pdot Pro~ect 
Slovak Enterprme 
Restructurmg Center 

Dates September 19 1995 - January 
20,19% 

Locabon Blumentalskai 3, Bratmlava 
Manager S Woodrow Sponaugle 

James B Edgerly 
Sueofstaff 12 

fight restructunng plans were completed, 
including two that either saved a company .from 
bankruptcy or hqmdauon Management tramng 
was dehvered in subjects of business restructunng, 
cost accountmg & pncing, and marketmg 

Phase III Slovak Busrness and 
Banlung Advlsory Center 

Dates January 21,1996 - July 31, 
19% 

Locabon Kollarovo nam 15, Bratmlava 
Manager M a r m  Truebenbach 
Sue ofstaff 45 

Enterprise restructunng amvibes expanded to three 
full-tune teams Debt restructunng was imtiated, 
and tramng began to be formahzed with courses in 
finance and marketmg 

Project Revlew and Redesen 
Dates July 19% - August, 1996 

For one month, six teams worked to redesign the 
project for improved project performance and 
broader Impact 

Phase IV SBBAC Consult~ng, SMTC, 
Buszness Pegormanee 

Dates September 19% - September 
1997 

Locabon Kollarovo nam 15, Brahslava 
Manager Mag& M Ann,  Consultmg 

Scott Bressler, Trammg 
size of staff 45 

The business consultmg component was 
transformed Into a program to budd consulting 
capacity wthm local consultmg firms In addinon 
to the Turnaround Prachce, Marketing, 
Organlzabonal Development, and Strategy 
practices were imtlated to broaden the scope of the 
"capacity buldng" program A business journal 
was pubhshed to educate and buld awareness of 
management issues Training actwities were 
insMutlonallzed as the Slovak Management 
Traning Center (SMTC) SMTC developed and 
dehvered cumculum in four management 
disciphnes, first through a schedule of open- 
enrollment semnars, eventually adding in- 
company traitllng 

Phase V SBBAC Legacy and Busmess 
Methodologes 

Dates Oct, 1997-February 1998 
Locabon Kollarovo nam 15, Brabslava 
Managers Scott Bressler 

Jeanette Mdler 
Brlgette Buchet 

S~ze of staff 30 

SBBAC Consultmg completed rts capacity budding 
mssion and hosted a graduation conference for 
Consulhng Partners Some of its local staff 
departed to estabhsh a local consultmg firm, TRG 
Slovalua Four business restructunng processes 
utlhzed by SBBAC Consulting were documented, 
pubhshed and Qssermnated by mad and through 
sermnars Wlule conhnung normal achvities, 
Buszness Performance and SMTC worked towards 
estabhshing themselves as self-sustaning 
commercial organlzatlons Each became 
independently registered and commenced 
commercial operabon in 1998 The assets of 
SBBAC were distributed to both of these project 
legacies, and to a number of external USAID- 
funded organlzaDons 



Group 1 SBBAC Products and Serv~ces 
Ths group served to redesign the "menu" of 
services offered to Slovak enterpnses, including 
both comprehensive restructurrng programs such as 
Turnaround Management, and more discrete 
elements, or "bite-sized pieces" of the core 
processes, such as product hne rahonallzahon 
Ths c o m t t e e  also recommended the Slovak 
Management Training Center 

Group 2 SBBAC Methodologes and Processes 
This c o m t t e e  made recommendations for the 
chent entry process 

Group 3 Orgamzabon & Integrabon 
This c o m t t e e  recommended key changes in the 
Turnaround Team structure, and for integratmg 
IESC 

Group 4 Morale 
This c o m t t e e  developed ideas on how to 
mohvate people to contribute  the^ best effort by 
mproving the worhng atmosphere at SBBAC 

Group 5 Research & Evaluabon 
Ths c o m t t e e  recommended enhanced research 
capacity, whch evolved into an MIS department 

Group 6 Transibon Strategy 
This c o m t t e e  wdl deterrmne whether our 
mssion is better served by givlng these assets to 
other firm or creatmg a self-financing ~nshtuhon, 
and wll define the necessary steps and hmetable 
for this transihon 



APPENDIX 3 
AITENDANCE AT MAJOR 
CONFERENCES 

CEO SUMMIT. CUSTOMER FOCUSED 
BUSINESS IMPROVEMENT, 
FEBRUARY 20,1997 

HIS Excellency Ralph Johnson Umted States 
Ambassador 
Ms Patncia J Lemer Director USAID 
Mr Roy Grohs Chef Economc Restructuring 
Dmslon, USAID 
Ms Viera Gazlkovl USAID 
Mr Eugene Young Economc and Commercial 
Officer, US Embassy 
Mr Pawel Olechnowicz Vlce President Asea 
Brown Boven (ABB) 
Mr Remko Hellenburg Managmg Dlrector Asea 
Brown Boven s r o 
Mr Vojtech Valent, General Dlrector, Chemolak 
Scott Bressler Duector Slovak Management 
Traming Center 
Howard Exton-Smth, Recovery Group 
Peter Rtchards, SBBAC Consultmg 
Orgamzational Development 
Rod Whitley, SBBAC Consultmg Marketmg & 
Sales 
Ing Mllan Kurnoclk, President, e m  Zihna 
Ing Jozef PeMS Duector, Fmancial Policy 
Mlnlstry of the Economy 
James Pamsh Country Director IESC 
Tony G~offire, Duector Slovak Cost Accountmg 
Pro~ect 
Renate Krol Duector, Slovak Banlung Advisory 
Center 
Dmel  Lpiic Bankruptcy Project 
Tom Grublsch ProMedia Project 
D e w s  Brown President, Slovak Amencan 
Enterprise Fund 
Michael M Mcko European Bank for 
Reconstruction & Development 
Igor Than Dmctor, Citibank (Slovakia) a s 
Nells Lundsdorff Bank Austna 
DuSan Knsko Tatra Bank 
VLlav B & i  ProConsult 
Ing Benkovlc Maxman Consultants 
Jozef Hlavac Director Istropolitana 
Matt Enckson Amencan Business Center 
Patnck Uram Amencan Chamber of Commerce 
Professor Neufelt, IQ Service 
Renate Kselcovii, Busmess Consultant, S& K 
Consultmg 
Dr Ivan Perlah Ivan Perlalu Consultmg 
Professor Mllan Mitrovlc 
Marvln Truenbenbach Former Duector SBBAC 

Unlted States Agency for Internahonal 
Development 

Paula Goddard Country Director 
Lawrence Camp COTR USAID Washington 
Roy Grohs, Economcs Divlslon Chief 
Viera Gazlkovii. Economcs Dlvision 

SBBAC Consulbng Project 

Igor K r a v W  Istropohtana 
Mllan Lechnicky Istropolitana 
Igor T d a ,  SIMS 
Ph Dr M a n h  KubeS Director Maxman 
Laco Lead Consultant, Maxman Consultants 
PhDr Juraj Dubrava, Csc Transfer 
Dr Podolsky Transfer 
Ing Dugan Gajdugek Teutop 
Ing Ludovlt Micuda, Teutop 
LuboS Valach, SEVIS 
Maja Vargoova, SEWS 
Ladislav Faith MPlMA 
Barbara, MP-MA 
Martm Adamec Rasax 
HruSka Rasax 
Mllan Ve'saak, Gradlent 5 
Peter Uhnk, Gradient 5 
Magdi M Armn SBBAC Consulhng 
Vlktor Bernat SBBAC Consultmg Strategy 
Anton Fonnt, SBBAC Consultmg Turnaround 
Stewart Ghckrnan SBBAC Consultmg Marketmg 
Bnce Heath, SBBAC Consultmg Marketmg 
Peter Richards SBBAC Consultmg Organiza~onal 
Development Inc 
Marko Mitrovlc, SBBAC Consultmg Project 
Manager 
Richard Sam SBBAC Consultmg Project 
Manager 
Katanna Unkov6, SBBAC Consultmg Project 
Manager 
Rasaslav Antala SBBAC Consultmg 
Marta RoStekov6, SBBAC Consultmg 
Iveta Simunekovh SBBAC Consultmg 
Martma Stofkov6, SBBAC Consultmg 
Martma Janechovh SBBAC Consultmg 
Renate Krol Bankmg Advlsory Project 
Scott Bressler SMTC 
Don Warner SMTC 
J m  Catollne SMTC 
Richard Guga, SMTC 
Jeanette Miller SBBAC 
Bngette Buchet, Buszness Performance 
M m n  Klasta, Translator 



Coopers & Lybrand Project 

Juraj Matuiika, RenAudit 
Stano RenAudit 
Renata KmolicovCI, FmProfit 
Peter Fuska FmProfit 
Jana TelapkovB, IQ S e ~ s  
Peter IQ Sems 
TBD FinSems 
TBD FinSems 
Steve McCool, Coopers & Lybrand 
Ted Vatnnaut, International Executwe Service 
carp 
Milan Veiicicclk Gradlent 5 (Already in SBBAC 
list) 
Peter Uhnk Gradient 5 (Already m SBBAC list) 

Adnsory Board and Guests 

J h  Fultm Mlmstry of the Economy 
Josef PetraS Ministry of Industry 
Ivan Mlkle, VUB 
Dr Vladlmu fitta, Judge 
Vladimr Cop Agency for Industnd Development 
and Revltduation 
Derek Chambers, Agency for Industnd 
Development and Revltahzabon 
Bohuslav SynakZTS Namestovo 1 Dlvidend Group 
Stefan Marsma, Povazske strojarne 
Anna Pllkovfi, Polnabanka 
Eugen Jurcesza Center for Economc Development 
CHR) 
Repork Hospodarske novlny 



APPENDIX 4: 
ADVISORY PANEL MEMBERS 

SERC PHASE I ADVISORY PANEL 

1 Roy Grohs USAID 
2 Ing Jozef PetrG Dlrector F~nancial Pohcy 

Mimstry of the Economy 
3 Ladislav Ballco Vseobecna Uvemva Banka 
4 Igor Chrvala, Vseobecna Uverova Banka 
5 Jozef Vlcak, Investment Development Bank 
6 Jan Bokros, VUB Invest Holdmgs 
7 Ivan Kytka, h e x  a s 
8 James Edgerly, The Recovery Group 
9 Robert Wood, Deloitte & Touche Brabslava 
10 Jam Caban, Deloitte & Touche Brabslava 

SBBAC PHASE 111 ADVISORY PANEL 

1 HIS Honor Dr Vladtrmr 1 t t a  
2 Ing Jozef Petra Dlrector Financial Pohcy, 

hlinrstry of the Economy 
3 Ivan W e  Vseobecna Uvemva Banka 
4 Jozef Vlcak, Investment Development Bank 

SMTC ADVISORY BOARD 

1 Dr Jan Rudy Dean Commenius University Faculty 
of Management 

2 Dr Ivan Perlalu President, Perlalu Management 
Consultants 

3 Dr Vlarllrmr Cop Executwe Director Agency for 
Industnal Development 

4 Ing Milan Kumock, President Slovak Associ&on 
of Management Consultants 

5 Ing Jozef Zemancdc, Director of Human Resources 
Povazske Stmjarne 

6 James Pamsh Country Dlrector IESC 




















