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D
espite high stakes, enormous—
and often conflicting—financial
demands, relentless time pressures,
and other intense and complicated

challenges, business turnarounds typically
follow a fairly predictable course.

They usually originate with a company
in crisis and the occurrence of a trigger event
that convinces a lender, board of directors, or
major equity investor that management, by
itself, cannot solve existing problems. “When
we’re brought in, we often have to take steps,
quickly, to stop the ‘bleed’ and to immediately
establish a renewed sense of direction and lead-
ership. There’s a new sheriff in town,” com-
ments Deborah Hicks Midanek, managing
partner of the New York regional headquar-
ters of Glass & Associates, Inc., one of the
nation’s leading turnaround consulting firms,
with over 500 engagements completed to date.
The measure of a turnaround firm’s success is
typically its expertise in salvaging the best of
what is capable of being saved, when options
are few and time is limited.

But sometimes a turnaround firm’s mettle
is tested under a far more unusual set of cir-
cumstances, which not only permit a more cre-
ative approach to the task of restructuring a
troubled company, but also demand it.

In such cases, an array of problems may
pose numerous risks for a corporation and
interested parties. Despite those problems,
there is also enough time and more than
enough motivation—from both inside and
outside the company—to move beyond crisis

abatement or cash flow relief alone. 
When unusual cases such as these arise,

nothing exists resembling a blueprint that can
dictate the appropriate turnaround strategy or
even pinpoint its multifaceted objectives.
Rather, there is an extraordinary opportunity,
as well as a collective will to achieve extraor-
dinary results. In circumstances like these, a
turnaround firm with the essential combina-
tion of vision, expertise, and creative flexi-
bility can help a company resolve today’s
thorny challenges while also positioning it for
future, unparalleled stages of growth, profits,
and stability. 

The result can be much more than
simply a successful restructuring. What is
achievable is the rebirth of a business—one
that will be stronger and savvier than it has
been—now moving forward, thanks to its
evolution through crisis and the turnaround
experience.

WINNING THE ENGAGEMENT

It was November 2001 when the first
telephone call came to Deborah Midanek’s
midtown Manhattan office. The caller was a
man in his mid-50’s, the chief operating officer
(COO) of a heavy industrial firm based in the
Midwest.

His company had been co-founded by
two cousins, decades earlier. The pair’s roots
were modest. But their privately held business
had grown to about $350 million in sales,
achieved dominance in several regional mar-
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kets, and even raised the co-chief executive officers (CEOs)
to “household name” status in the city of their birth.
Although the co-owners were not boastful men, they
were proud of their accomplishment creating what had
been, until recently, a thriving family business.

Few of these details surfaced, of course, during this
initial 30-minute conversation. The executive was calling
Midanek because the company, an industrial contractor,
had “tripped” two of the covenants tied to its $150 mil-
lion-plus loan package during the past summer, raising
the anxieties of its lending institution. A Big Five
accounting firm had been retained by the lenders to con-
duct an initial assessment of the company’s operations; its
conclusions had pointed to major problems within the
executive suite, the internal accounting systems, and else-
where as well. Cash flow was deteriorating, and lender
worries had continued to mount. Now the financial insti-
tution had decided that it was time to bring in a turnaround
expert to work for the company and Glass’s name was on
its shortlist of suggested candidates. Would Midanek fly to
headquarters for a meeting with the firm’s top executives? 

Little in that first conversation conveyed how unusual
this engagement would become. For Midanek and the
other members of Glass’s senior management team, who
run a bustling practice that services a range of clients both
in the U.S. and abroad, the situation seemed fairly typ-
ical: a troubled company and a concerned lender were
looking for a turnaround firm with industry expertise—
if possible—and a plan for a quick, effective solution to
the current quagmire.

“Typical,” of course, is not to say simple. One reason
why turnarounds are as difficult as they are to perform
successfully is that much needs to happen quickly. The
stakes are high from the first moment when a turnaround
expert hears from a prospective client. That is because
corporate problems typically have reached a crisis point
before—in some cases, quite a while before—that first
phone call ever is made. Weeks, days, and sometimes,
amazingly enough, even hours can make a difference
between a company’s ability to survive its current crisis
or not. If the consultant takes too long to make initial, cru-
cial assessments about the extent, origins, and likely solu-
tions to current difficulties (or even worse, assesses them
incorrectly), there may be no time left for a second chance. 

With the clock ticking, even as she prepared to fly
to the Midwest city for her first meeting with the prospec-
tive client, Midanek turned her attention to the matter
of cash. Most corporate crises originate with a lack of
funds, a situation that typically draws attention from a

company’s lenders or its board of directors when the cash
crunch deteriorates to the point when loan payments,
payroll disbursements, or other vital expenditures are in
jeopardy.

“The first thing in any turnaround is to figure out
where the cash is and how much there is. Then you’ve
got to understand the company’s burn rate and take steps
to control it,” she explains. “After that, what we’re often
trying to do is to rebuild a company’s credibility, because
typically all kinds of things have happened to negatively
impact that. We’ve got to minimize the further erosion
of the company.”  

Midanek made this first visit to the company’s head-
quarters by herself, spending about four hours in meet-
ings with the COO, the general counsel, the co-CEOs,
and a few other family members. The trip was somewhat
reminiscent of a physician’s house call to a sick patient:
in her efforts to diagnose the company’s ailments and soon
be prepared to prescribe a remedy, she needed to distin-
guish between real and apparent symptoms of deep-seated
problems. 

This industrial contractor presented a complicated
set of symptoms. Some red flags indicated clear and unmis-
takable dangers: revenue had remained fairly stable in
recent years, but the company’s net income had declined
from $6.3 million in 1998 to negative $4.6 million by
2001. During that time, the ratio of total debt to EBITDA
(earnings before interest, taxes, depreciation, and amor-
tization) had increased from 2.8 to 1 to a more precar-
ious 3.6 to 1—triggering the covenant breach that
originally had set off the lender’s early warning system.
Viewed from many perspectives, the company’s financial
position seemed somewhere between bad and awful, its
cash flow so weak that the firm had begun tapping into
its credit line in order to make loan payments. 

Yet they were still far from bankruptcy. Despite the
downward spiral, the company had not yet missed a pay-
ment of principal or interest. In that sense, the situation
looked more promising than many turnarounds do, espe-
cially during their earliest stages. By reaching relatively
early for outside expert help, the company and its lender
had given themselves an invaluable gift: more time to tackle
the wide range of problems that now threatened the suc-
cess and perhaps even the survival of this family business.

But Midanek realized during her first visit there was
more to consider than numbers alone. For all the focus
on cash flow and other financial issues, seasoned
turnaround experts must also quickly evaluate a host of
other, less tangible matters, since many business problems
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originate with dysfunctional management teams, flawed
operating systems, failures of business vision, or elsewhere.
During her initial meeting with the prospective client,
she sensed a division between the co-CEOs, the two
founding cousins, and the COO, a non-family member
who had been retained some years earlier when the com-
pany’s lender had insisted that an independent executive
be brought in to hold this post. Midanek could tell that
the COO was critical, sometimes in a fairly overt manner,
about the management expertise of his two bosses. The
Big Five accounting firm’s assessment had shared this view
while also raising doubts about the reliability of the com-
pany’s financial reports and internal accounting system.

Those red flags seemed to support one obvious con-
clusion: this was yet another entrepreneurial company in
which growth had outstripped the founders’ abilities to
manage, leaving the lender vulnerable unless the owners
could be eased out of their management positions or con-
vinced to sell the business while it still possessed market
value.

But in corporate crises, things are not always what
they seem, another reason why successful turnarounds
often depend upon the subtlest and most expert of busi-
ness judgments, followed by decisive action. In the case
of the industrial contractor, despite the apparently com-
pelling logic of tarring-and-feathering the founder-
owners, Midanek drew a remarkably different set of
conclusions about them. Whatever role they may have
had in helping to foster the company’s current problems,
they were the only ones capable of solving them, she
decided, as long as they received the right guidance to
help them carry out the complex process of change.

“This was a point I’m most proud of,” Midanek says
in retrospect. “I made a huge, intuitive leap, based upon
those moments that I spent with each of these people in
that first meeting. I had a strong feeling that the family
members, especially the co-CEOs, were strongly moti-
vated to change things. But they needed an outsider who
could help them move through the many issues, including
their own management structure, that were different and
unfamiliar. Meanwhile, the financial problems were real.
And anyone who was going to come into this company
to attempt to do a turnaround would need to address that
quickly.”

During that first meeting, the company presented
Midanek with an RFP (request for proposal) that would
formalize the specific goals of the proposed engagement.
Glass proposed an engagement that would result in the
development of an operational and financial restructuring

plan for the purposes of maximizing current and long-
term profitability, reducing the company’s current debt
load, positioning the company for sustainable future
growth, and supporting eventual debt restructuring at a
more reasonable degree of leverage.

Midanek proposed sending in a three-person team
from Glass. Tony Bergen, a CPA and seasoned financial
professional with years of turnaround experience, would
handle finance and accounting matters while interacting
with the company’s current finance team. Lance Miller,
a former banking executive with extensive experience in
workouts and capital markets, would lead the effort to
refinance the company at a more sustainable debt level.
Meanwhile, the day-to-day management responsibilities
tied to the operating restructuring effort would be given
to Jack Shaw, a Canadian executive whose résumé included
years of turnaround experience as well as a stint working
in the same industrial contracting niche that the cousins’
company served. Midanek herself would supervise the
team, interacting with the company and its lender as nec-
essary, but also providing an outside reality check and sup-
port services to the Glass trio.

The decision to send in three senior professionals,
each with distinct areas of responsibility, represented an
atypical approach. But Midanek was convinced that it
would pay off, since the multi-faceted complexities of
this case required a range of skills and temperaments too
diverse for any single consultant to possess. “In a straight-
forward turnaround, when the goal is very focused—get-
ting a company, say, out of bankruptcy—it might be
appropriate to have one highly experienced consultant,
who perhaps is assisted by one or more junior people,”
she explains. “Here, we were aiming to accomplish so
much more.”

Bergen’s role was essential. “In order for us to be able
to understand where the cash was—and to make sure that
we could quickly generate a reliable cash flow forecast
which would then be followed by an effective business
planning forecast—I needed someone who could dig into
numbers that we had reasons to be worried about. Tony
has always been very good at doing that.” Meanwhile,
with de-leveraging the company as a major goal and
prospective lenders often gun-shy about getting anywhere
near turnarounds, “We needed someone who had the
expertise to navigate a challenging refinancing. Lance had
that kind of background.” As for Shaw, Midanek notes,
“He had such a strong background in the industry that
he was a natural. That was a great advantage. And he also
possessed a personality that I knew would be capable of
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inspiring this family, in part because he would really put
his guts into the project. In an engagement that would
depend so heavily on commitment from the owners and
their family members, that would be invaluable.” 

The decision to retain the leadership role herself
was also an intuitive leap. “That was unusual too,” she
acknowledges. “In most turnarounds, you’d assign this
role to the most seasoned person working directly on the
project. But this team consisted entirely of heavily seasoned
executives. And a three-way situation like that might be
inherently unstable, without someone balancing it on the
outside. I felt that I could interact with the company, its
lender, and the team in all the ways that might prove nec-
essary, as we worked our way through this process that
we would be inventing as it went along.”

In many ways, the proposal that Midanek and
Bergen presented was a gamble. The lender or the com-
pany itself might have decided to bet on a quicker, more
focused turnaround engagement. Or, armed with the Big
Five accounting firm’s assessment, the COO might have
lobbied for a top-management change, rather than any
turnaround effort at all. There was another possibility:
the company and its lender might have worried that Glass’s
four-person team and multi-pronged strategy added up
to a pre-emptive effort to pad its bill and unnecessarily pro-
long the engagement. 

But the gamble paid off. In late November, Midanek
received a formal engagement letter retaining Glass &
Associates to work with the company’s owners and COO
on an operational and financial restructuring plan. That
is when the challenge truly began.

LAYING THE GROUNDWORK FOR CHANGE
IN A TROUBLED SITUATION

The early days of any turnaround are frenetic, and
this engagement was no exception. “We were in place by
the weekend after Thanksgiving,” Tony Bergen recalls,
“and I started working right away on the company’s finan-
cial reports.”

In fairness, it was easy to understand why the Big
Five accounting firm had dismissed the company’s internal
reporting system as virtually useless. Bergen explains,
“This contractor had fifty-two different operations. The
managers would try to look at numbers relating to every
single one of them. They were used to receiving a mas-
sive spreadsheet breaking down all of these numbers by
each of the different operations. You couldn’t use the
numbers the way they had them. At the very least, we

identified right away that they needed to consolidate things
in some way that would be useful to management.”

But although the outside accounting firm had basi-
cally rejected the company’s financial systems and results
out of hand, Bergen had too much experience in the
high-pressure arena of turnarounds and workouts to go
that route. “I take the position, going into any engage-
ment, that a computer contains a bunch of information
fighting to get out in ways that people can understand. I
started asking for a lot of different kinds of information
from this company’s computer. My mindset was, let’s take
a bad piece of software and figure out how to make it
work. After all, in a turnaround situation, you don’t have
the time to throw everything out and start from scratch.
You’ve just got to get the existing information into a
format that you can begin to use.”

Less than a week after moving into temporary digs
in a conference room at company headquarters, Bergen
had wrestled the old financial results into a brief annual-
ized report that the Glass team could use during their first
in-house meeting with the owners and the COO.
Working with an accounting system that others had
deemed worthless, he managed to generate four years’
worth of consolidated numbers as well as a rough fore-
cast derived from the status quo for year 2002. 

“We didn’t say to them, ‘You’re worthless, your sys-
tems are worthless,’” he notes. “What we wanted to say
to them was, ‘Here are the numbers we’ve got so far, and
here’s what we need to do with all this in order to start
moving forward.’ I don’t think,” he adds, “that you can
fight anything without having the numbers to work with.”

But while Bergen was fashioning some vestige of
order out of the hitherto-chaotic accounting system, Jack
Shaw and Lance Miller—the two other members of the
Glass team—were confronted by a new crisis that threat-
ened the restructuring effort before it even began. “We
hadn’t been there but a few days before the company’s
existing lender came in with a term sheet,” recalls Miller.
“The bankers wanted us to sign off on an agreement that
we were going to sell off about $25 million worth of
assets, in return for a bridge financing agreement that
would carry the company until we could quickly refi-
nance it.”

This occurred in the early days of December. “Glass’s
position was, ‘We’ve just come in. We haven’t done any
substantive review yet to determine whether that would
be in the best interests of the company, whether this kind
of asset sale could even be achieved.’ We told the bankers,
‘You put us in. Give us the time to do our work,’” Miller
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says. The Glass team asked for a forbearance agreement
that would last until February 15, at which point they
were convinced they would be prepared to commit to a
term sheet and timetable for change.

Miller and his colleagues realized, of course, that
the company’s bankers were not making unreasonable
demands, even while the team feared the risks that could
accompany a precipitous term-sheet commitment. After
all, from the lender’s vantage point, the company had vio-
lated one of its loan covenants half-a-year earlier, which
meant that its problems were scarcely new ones. Mean-
while, the $100 million loan exposure, under any cir-
cumstances, was quite large for a middle-market company,
certainly large enough to warrant defensive actions, on the
bankers’ part, to minimize prospects for a painful write-
off. Finally, there was the Big Five accounting firm’s eval-
uation, which had concluded that the company possessed
$40 million worth of underperforming assets—suggesting
that, if anything, the proposed $25 million sale might be
targeted too low. 

As a former banker himself, Miller went out of his
way to acknowledge the validity of the lender’s concerns,
even while taking steps to assuage them. “I emphasized,”
he recalls, “that we were not trying to circumvent this
process in any way. We were completely committed to
solving liquidity issues and getting this company on track
for refinancing as quickly as possible. We just wanted time
to fully assess the situation and to develop the specifics of
the restructuring plan so that the company would be able
to sign a term sheet they could fully commit to.” In the
end, the Glass team negotiated a compromise with the
company’s lenders, which extended the forbearance agree-
ment until mid-January when all interested parties would
be expected to sign on the dotted line. 

While Lance Miller was dealing with the bankers
and Tony Bergen was crunching and re-crunching the
company’s numbers, Jack Shaw stepped into his role as the
executive responsible on a day-to-day basis for making 
the turnaround happen. “I was reviewing the accounting
firm’s report while interviewing all kinds of people, espe-
cially the owners and senior management.” Miller, Bergen,
and Shaw were bivouacked in that same conference room,
working around the clock to get ready for their initial pre-
sentation to the company’s owners and senior executives.

Remarkably, the first presentation took place just
about a week after the Glass team took up temporary res-
idency in this Midwestern city. (Bergen and Shaw would
spend all five workdays there, commuting home on week-
ends, while Miller’s intense involvement would be scaled

back once the term sheet was signed, with him returning
to join his colleagues once the restructuring effort had
made sufficient progress to place the refinancing bid on
a front burner.)

During this first formal meeting with the compa-
ny’s owners and key executives, Shaw handled the bulk
of the presentation, outlining a fairly extensive set of
objectives. In the short run, the goal was to improve earn-
ings and cash flow, repair troubled banking relationships,
and renegotiate the company’s current debt arrangement
before a due date of March 31, 2003. Mid-term objec-
tives were threefold: to properly capitalize the company;
to insure that its operations would provide a healthy and
sustainable cash flow; and to create an environment in
which the company could refinance itself, as necessary, at
attractive market rates. Over the longer term, the Glass
team’s objective was to position this company to maxi-
mize its shareholders’—and not just the lender’s—objectives,
which Shaw described in terms of family security as well
as key financial goals.

The plan was ambitious. After all, in many corpo-
rate crises, as was the case here, deteriorating financial
results have ruptured the relationship between debt and
equity holders. Conflicts and mistrust often abound. By
the first days of the turnaround engagement, it had already
become clear to the Glass team that the lenders were not
only worried about the viability of particular operations,
the reliability of the company’s financial results, or even
the caliber of top management. Unspoken but apparent
was their concern that, due to various nepotistic arrange-
ments, the owners might have drained the company of
such excessive cash levels that they might have weakened
it beyond repair—a big reason why the lender was pressing
for rapid-fire action.

Viewed in the context of these uncertainties sur-
rounding the team in December 2001, this first Glass pre-
sentation was especially critical, largely because Shaw and
his colleagues sketched a broad timetable and plan that
envisioned the achievement of two paramount goals—
goals that might have been dismissed by an outside con-
sulting firm as mutually contradictory and, therefore,
unachievable. In the immediate time frame, they focused
primarily on the troubled lending relationship: the restruc-
turing would aim to quickly achieve all that would be
necessary to enable the current bankers to bail out without
realizing a loss. 

But the Glass team never lost sight of the overall
importance of achieving the longer-term goals of the
company’s equity stakeholders. In the end, the measure
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of this turnaround’s success would lie in its ability to re-
build this company as a thriving family business, one that
would achieve dreams its two founders could scarcely
articulate. Equity as well as debt interests would be satis-
fied—the shareholders would just need to wait a little
longer.

ACHIEVING “BUY-IN” FROM OWNER-
MANAGERS: THE ESSENTIAL INGREDIENT
FOR SUCCESS

There is a psychological element to any turnaround
process. When a company’s management is forced to turn
to outsiders for help resolving a crisis, people may feel
threatened, suspicious, or incompetent, and therefore act
defensively: either passively or aggressively attempting to
subvert the process of change while they outwardly sup-
port it.

As a result, while the turnaround clock is ticking
and other tasks remain pressing, outside consultants must
continuously make assessments about who is on board
with the new plans, who is capable of raising the bar in
terms of his performance, and who cannot adjust to the
new regime. In some cases this may not matter. “Some-
times, part of taking turnaround responsibility for a com-
pany requires replacing management because the old team
really is flawed or compromised,” Midanek explains. 

But in the case of the industrial contractor, the psy-
chological element was paramount. Despite its cash flow
problems this business remained controlled by the founders
with no immediate prospect of insolvency or other likely
event that would tip management control away from their
family. So Midanek and her team decided from the outset
that it made best sense to structure the specific mecha-
nisms of this turnaround from the inside out. As she puts
it, “That was the way that we decided we could count on
getting ‘buy-in’ from the owners and family members.
Without their commitment to change, it was clear to us
that nothing constructive could ever be achieved here.”

Achieving “buy-in” became one of the Glass team’s
biggest priorities: perhaps the key buzzword that repre-
sented all the various challenges presented throughout
the engagement. “But this wasn’t exactly easy. Keep in
mind,” Shaw recalls, “that back then, the two cousins and
the other family members didn’t know us. They really
had no reason to trust us. We could have been spies for
the bank or the COO, who clearly had his sights set on
the CEO’s office.” Meanwhile, the size and complexity
of this company’s workforce complicated matters: in all,

the company employed about 2,000 people, including
nearly 100 family members and in-laws through direct
employment or a variety of subcontracting relationships.
Whose “buy-in” mattered most? And how could the Glass
team be certain of obtaining it? 

From their earliest conversations with the compa-
ny’s owners and onward, the team emphasized its com-
mitment to what might be described as a bottoms-up, or
inside-out, approach to change. “We said to the co-CEOs:
We’re setting forth alternatives for you. We’re identifying
the key issues we feel you need to address. But we want
you to identify teams of people that will work on these
issues. We want you to come up with the strategies and
priorities,” Midanek recalls. “What we tried to convey
to them was, we’re not going to come in here as outsiders
and dictate to you how you’re going to restructure your
company.” She pauses a moment before spelling it all out,
“We were going to inform them and train them as nec-
essary, we were going to represent their best interests in
the banking community and the outside world, but above
all else, we were going to help them facilitate the process
of change.” 

For many outside consultants, this approach would
have been almost inconceivable. Consider the typical
dynamic that develops during times of business difficul-
ties. Consultants may be contacted, retained, and remu-
nerated by a client company, but it’s the turnaround
expert—not the company itself—who dictates the pro-
cess of change. Management must come to terms with its
lack of control, at least in the short run, and this may
make perfect sense. When the clock is ticking and cash
flow is running dry, it can be difficult to spend time edu-
cating and involving a company’s current managers in
strategy and decision-making.

But here, due to the lender’s early warning system,
there was time to move more deliberately and collabora-
tively. Education was, by necessity, an important compo-
nent in this: no effective plan could be internally developed
unless the cousins and other key executives, both family
and non-family members, understood the root of the
problems and their options for change. The entire pro-
cess might well have seemed threatening. But as the co-
CEOs quickly sensed that the Glass approach would be
constructive and respectful—never demeaning toward
their company and whatever information gaps might have
impeded its progress in the past—they threw themselves
into the process, openly referring to their company as the
“university,” terming its headquarters “the campus.” 

A good example of Glass’s instructive approach came

66 ANATOMY OF A TURNAROUND: POSITIONING A COMPANY FOR A BRIGHT FUTURE SPRING 2003



Fi
na

l A
pp

ro
va

l C
op

y

during the team’s initial presentation of their plan to senior
management in early December. Lance Miller had pre-
pared two charts that aimed to demystify the industrial
contractor’s prospective refinancing options. It spelled out
the company’s borrowing potential based upon its oper-
ating cash flow (calculated by subtracting capital expen-
ditures [“CAPEX”] from EBITDA). 

Each chart listed four options for EBITDA, ranging
from $45 million to $60 million, and four options for
CAPEX, ranging from $20 million to $35 million, offering
sixteen numbers representing potential cash flow in each
chart. “My intention was to allow the CEOs and other
executives to quickly assess how much the company would
be able to borrow in each of two scenarios,” Miller
explains. “In one case, which represented the situation if
we decided to go ahead and only rely upon a secured-debt
refinancing, we’d be able to borrow three times operating
cash flow based upon current market conditions. That
would mean a $90 million refinancing, based on a situa-
tion with $30 million of operating cash flow. In the other
scenario, if we were relying on a total debt package that
would include secured and unsecured debt, we’d be able
to borrow four times operating cash flow.” He emphasizes,
“I wanted this group to be able to understand these rela-
tionships and the ways that each key change in financial
results would impact our borrowing potential.”

Shaw’s presentation, meanwhile, delineated a range
of operational strategies that the company might choose
to consider: ranging from keeping things at status quo—
admittedly the riskiest of approaches—to making key
changes such as consolidating most operations while selling
off non-core assets, to potentially selling off the company.
He asked the cousins to set up teams consisting of family
members and non-family executives to start establishing
priorities and specific plans. 

By the third week of December, the restructuring
effort was already well under way. Shaw and his colleagues
had their own theories about priorities that needed to be
addressed, including quickly identifying assets to be sold
to improve short-term financial conditions and keep the
bankers happy; resolving inconsistencies that existed in
some of the family employment relationships; and
redesigning the company’s confused and digressive orga-
nizational structure. (There were literally fifty-two dif-
ferent lines of business with fifty-two different sets of
financial reports—a main reason why focused business
planning and decision-making within the industrial con-
tractor had become so problematic for management.) 

Within the company, there were soon at least six

active teams working on the restructuring effort under
Glass’s guidance. Shaw was impressed: “They’d basically
lock themselves into offices and try to get started on this
difficult process of confronting the issues that had weak-
ened this company.” Miller had won the bank’s agree-
ment to delay the term sheet agreement until mid-January.
Bergen, meanwhile, was working with the company’s
financial staffers to develop a credible and consistent frame-
work for its reporting system. “I was showing them,” he
recalls, “how to get numbers out of their systems that
they didn’t believe were achievable.”

The bankers, of course, needed to give their blessing
to Glass’s “bottoms-up” approach to this restructuring
effort; in the end, this required much more of a leap of
faith than their concession about waiting until January 15
for the signing of the term sheet. “One of the things that
I’m most thankful for was the fact that we were dealing
with a practical, intelligent, non-doctrinaire person leading
the lending group who had worked with us before,”
Midanek emphasizes. “He knew what we could accom-
plish and he had faith in us. That level of trust has allowed
us to do some really extraordinary work together at trou-
bled companies.” 

The first test of the “buy-in” strategy came before
the end of the first full month of engagement. The Glass
team had sensed from the beginning that the COO had
his own agenda for change—one placing his personal
interests ahead of those of the owners. Once Shaw, Miller,
and Bergen were ensconced at the “campus,” they saw
countless signs of his negative influence. “I used to call the
row of management offices ‘murderer’s row,’” Shaw quips,
then explains, “The COO worked in the center office
and anyone who walked into that hallway needed to
approach his office. Right away, he’d ask, ‘Who are you
seeing? Why are you coming here?’” 

Suspicious of everyone who might not be promoting
his own interests, the COO would “publicly berate
people,” Midanek comments. “These were God-fearing
people who clearly didn’t believe in treating people that
way. But because of the requirement from the company’s
lenders that the COO’s spot be held by a non-family
member, they clearly felt helpless about removing him.”

The Glass team felt that his removal was essential,
however, to effectively pursue a full-scale restructuring
effort. “He was an experienced industry professional who
had succeeded in implementing many positive changes
over the years,” notes Midanek. “But over time, his status
as an outsider and his difficulty accepting that the family
owned and controlled the company had made him less
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effective. Ultimately,” she adds, “he appeared to be pushing
an agenda that was at odds with the objectives of the
owners. And he didn’t value the need to get ‘buy-in’ for
what he wanted to do from many family members, which
created conflict that was wasteful during a difficult time.” 

The Glass approach, when it came to the matter of
replacing the COO, was consistent with its strategy
throughout the restructuring process. “I told them they
had options,” Shaw says. “They couldn’t put a family
member into that spot right now because of the loan
covenants, although I was hopeful that we’d be able to
remove that requirement with the refinancing. They could
have promoted someone else from inside the company. Or
they could have brought someone else in from the out-
side. Or they could put Glass into that spot.” The co-
CEOs decided that Jack Shaw should fill the position on
an interim basis. 

“That was a gutsy decision,” he recalls, “because
they’d only known us for six weeks. But it was a sign that
they really had begun to trust us—and that they were
‘buying in’ to this whole process. From that point on, we
were able to make extraordinary headway. From my per-
spective, it seemed as though every single day I could see
the value-added that we were bringing to this company
in its effort to achieve real change.” 

REPAIRING SHORT-TERM 
FINANCIAL PROBLEMS

Throughout the winter, work-life at the “campus”
was anything other than business-as-usual. 

The former COO was gone, providing the not-
unexpected advantage of boosting the owners’ spirits while
eliminating many unwanted distractions. With Bergen at
his side, Shaw was running the company on a day-to-day
basis, while keeping the management focus not on the
status quo but on making headway with each of the restruc-
turing effort’s priority issues. “It was an extraordinary pro-
cess throughout,” Midanek emphasizes. “Jack Shaw
functioned as a psychologist and a mentor and an advisor—
as well as an operations executive—so as to create a mirror
for these two cousins that would help them face things
that were sometimes very painful for them to confront.
These men had been business partners for forty years.
They had a view of creating a family dynasty that would
last 100 years. But they had so many different challenges
that they needed to learn how to confront.” 

Miller, now actively involved in other turnaround
engagements across the U.S., kept in touch through a

conference call that the team scheduled each week with
Midanek. “There was a lot of give-and-take during those
conversations,” Miller recalls. “We all needed to be sure
that we understood everything that was going on relating
to the company. From my own perspective, I wanted to
make certain that at all times we were moving in the right
direction to make certain that the refinancing would be
able to happen.”

In a complex turnaround situation like this one, an
objective may be quite clear, but it is far less apparent
which strategy will best achieve it. Shaw knew that it was
essential to improve the company’s cash flow position as
quickly as possible. Paying off some of the company’s fairly
steep debt load would help accomplish this task, espe-
cially if the debt reduction were tied to the sale of unprof-
itable and cash-intensive assets. However, that much could
have come out of the pages of a business-school textbook. 

But the reason that the Glass team had balked over
signing the lender’s new term sheet too early in this
restructuring process was the difficulty that Shaw and his
colleagues faced in identifying which assets made sense to
sell. There was one basic sticking point: the company’s dif-
fuse way of looking at its operations—on a strict line-of-
business approach—made it difficult to understand which
lines were profitable and which were not. Therefore,
changes had to occur, beginning with winning “buy-in”
from the company’s owners and managers for the task of
redesigning the company’s operational structure, before the
process of selling assets could even begin. 

“What really made things complicated was this,”
Midanek recalls. “The company didn’t know that it didn’t
understand the value of its different operations. The
owners were doing what had always made sense to
them—and it probably had made sense, back when their
business was much smaller and less diverse in its opera-
tions. Keep in mind, the Big Five accounting firm hadn’t
picked up on this issue either. But we were convinced
that this industrial contractor needed to shift its man-
agement approach so that it would view different oper-
ations according to a geographic orientation rather than
a line-of-business orientation.” 

Bergen had sensed, right from the beginning, that
the industrial contractor needed to dispense with the mas-
sive spreadsheet and figure out how to consolidate its
financial results into a format that would be easier to
understand and use; among other things, this organiza-
tional redesign of the company would accomplish that
goal. “We firmly believed,” Midanek goes on to explain,
“that this switch would enable the company’s owners and
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managers to see that there were groupings of business
operations that were highly synergistic and ultimately
profitable, because they were dependent upon each other
and actually functioned quite well together. But there
were some business lines that weren’t viable, because they
weren’t strong enough or capable of making money as
fairly isolated entities. And they didn’t stand a chance of
ever becoming profitable, unless the company were to
make massive new investments in their regions, which
just wasn’t feasible given the current financial situation.” 

Shaw made the case to the company’s owners and
key executives, and then the appropriate restructuring
teams within the organization weighed the pros and cons
of making this switch. When they gave their approval,
“Tony Bergen played an increasingly visible role in helping
the company realign its numbers to reflect this shift in
organizational strategy,” Midanek recalls. “You could say
that he provided the skeleton, the bones, really the frame-
work for the whole thing to hang on. And as he started
to provide those numbers, we could literally watch this
company gain confidence in its ability to start making
decisions, because the managers were finally understanding
what was going on in their different operations.” 

The full transition took time, of course: it was June
before the company completely switched to its new orga-
nizational structure. But Bergen’s accounting magic pro-
duced financial reports that were usable throughout the
transition period, making it possible for Shaw to pursue
the divestiture and other related activities along the way.

Winning “buy-in” from the owners and family
members at this stage, however, proved to be a compli-
cated and difficult process. That is because the manage-
ment transition from a line-of-business orientation to a
geographic orientation had one immediate objective, at
least from the vantage point of the turnaround consul-
tants: the co-CEOs needed to identify assets for sale. Here
again, the Glass team was determined not to drive activ-
ities by dictating which assets were heading for the block.
But taking charge of the process was far from easy for the
company’s owners: temperamentally, they were buyers,
not sellers. Like many entrepreneurs, they had an orien-
tation toward growth that made it very difficult for them
to come to terms with what Miller describes as “cutting
off the fingers to save the body.”

It took a lot of work on Shaw’s part to help the cousins
come to terms with the notion of divestiture and to rec-
ognize that well-planned asset sales would pay off for the
company as well as its lenders. He was sensitive to the way
the company’s development had fueled its owners’ initial

resistance to an asset sale. “The more we came to under-
stand about the history of this company, the more it became
clear that the owners had been very nicely positioned,
going into the 1970s. They were really growing and the
company produced a lot of cash. But by the mid-’90s, they
outgrew their early lenders and took on more of a debt
load, as they decided to pursue a series of acquisitions.”

At one point in recent years, Shaw notes, “when
their industry was consolidating, they could have sold the
company for maybe as much as a billion dollars. But they
didn’t want to sell. And in the end, that debt load proved
too much for the company, especially since some of those
acquisitions never really paid off. Some turned out to be
the wrong kind of assets entirely. And what I tried to help
the CEOs realize was that, moving forward, it was in the
best interest of the company to shed non-core and non-
productive assets and concentrate on their most produc-
tive divisions,” he recalls.

Ultimately, the divestiture proceeded as a collabo-
rative endeavor. The company’s owners and executives
relied upon Bergen’s new numbers and Shaw’s guidance,
as necessary, to come up with a list of assets worth selling
as well as their possible buyers. The Glass team handled
the logistics, which included getting valuation appraisals,
approaching potential suitors, and negotiating the terms
of each sale. “The process took some months and the last
sale didn’t close until September 2,” Shaw recalls, “but it
was a tremendous success. We generated competitive bids
for everything. We took non-strategic assets of limited or
no value to this company and sold them to strategic buyers
for $40 million. That made a huge difference in the com-
pany’s financial picture and was the single biggest achieve-
ment that made refinancing achievable.” 

Thanks to the Glass team’s tax-planning expertise,
they were able to structure the sales to offset tax liabili-
ties and maximize the payoff to the company. The overall
impact for the company was a $31 million reduction in
outstanding debt.

But the asset sale was only one piece of a complex
process of change that was occurring within the indus-
trial contractor. In order to polish the company’s current
financial picture, the Glass team knew that they needed
to examine all aspects of cash flow, to make certain that
management was controlling expenditures and, above all
else, not permitting cash leaks through undocumented
and inappropriate dealings with family members. Not
surprisingly, this was a touchy subject, which required
enormous delicacy on the consultants’ part in order to
explore it. But Shaw, Bergen, Miller, and Midanek knew
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that they would never be able to carry out a successful refi-
nancing if the company proved vulnerable to allegations
of financial misconduct.

So they examined the company’s numbers with a
fine-tooth comb. Both Shaw and Bergen became con-
vinced that the lender’s suspicions, once fueled by the
former COO, were groundless. “The owners were not
high-livers. They never took huge amounts out of the
company. It just didn’t happen,” Shaw emphasizes. 

However, that does not mean that the family’s var-
ious employment relationships were all problem free.
Besides the cousins, there were eight sons and sons-in-law,
and a number of other relatives who held full-time posi-
tions within the company. Dozens of others were tied to
the industrial contractor through subcontracting rela-
tionships, which were scattershot at best when it came to
their financial terms and commitments.

“This subcontractor network was costing them a lot
of money,” Bergen concludes bluntly. As with many of the
company’s current problems, there had once been a logic
behind the madness: subcontractors tended to handle the
kinds of customers who were believed to require extra
care and consideration; therefore, their extra expense was
thought to be offset by cost savings since the firm’s full-
time employees needn’t be burdened by all this bother. But
there were so many different arrangements, some of them
completely informal—which often entailed such heavy
additional expenditures for the company in terms of extra
insurance costs, slow receivables collections, and the like—
that it was tough to justify the continuation of these
arrangements. 

As Bergen puts it, “We worked the process, the same
way we did with all the other issues we were looking at.
The company set up a team that only had family mem-
bers on it. They came up with a strategy to resolve this
problem. And we helped them carry it out.” 

While the divestiture effort was picking up steam,
the company restructured its existing relationships with
the subcontractor group to include written contracts,
formal risk-sharing arrangements, and a new commis-
sion structure that would more closely align the economic
interests of the subcontractors with the company itself. It
was a tremendous achievement, one that not only reduced
the company’s operating expenses but also helped ease
tensions between family members and suspicious non-
family insiders, as well as the wary lenders. 

There was one more major issue that needed to be
resolved during this time period: the selection of an heir-
apparent who would step into the COO’s post when the

time came for Jack Shaw to depart, with the intention
that this person would ultimately lead the company.
Although this issue was not originally on the table when
Midanek first met with the company half-a-year earlier,
it had clearly become, as Shaw puts it, “the most inter-
esting question here—and the one that gave people the
most problems—what would be the structure of this
organization at the top, once the restructuring effort was
complete?” 

It was far from coincidence that several of the biggest
changes taking place throughout the restructuring process
converged around this one central question. The replace-
ment of the former COO, the renegotiations surrounding
the subcontractor relationship, and, of course, the switch
to a geographic orientation for the organization as a whole
all pointed to the essential importance of clarifying the
company’s top management structure. How could the
company achieve its longest-term goals for equity stake-
holders, after all, without a defined management succes-
sion plan in place?

Although the current bank deal required Shaw, or
another non-family member, to serve as COO, the Glass
team was convinced that this covenant could be elimi-
nated with the next round of financing, which they were
aiming to pursue in the autumn. “Basically, a horse race
began between both family groups, while they were trying
to decide which one of the sons would step in,” Shaw
recalls. The acting COO had a pretty strong sense of who
could fill this spot. “There was really only one family
member who was at this level, in terms of his desire and
vision as well as his capabilities.” 

Despite his other preoccupations, Shaw kept the
cousins firmly focused on the importance of resolving
this issue. Time was critical. “The idea was to pick the
person fairly early in this process, so that I could begin
to groom and train him. And it’s important to keep in
mind that this needed to happen in the midst of a pretty
constant period of change. We were in the process of
making the organizational transition but while it was hap-
pening we were dealing with partial budgets, partial busi-
ness plans, preliminary divestiture strategies, and a range
of other uncertainties.”

But once the co-CEOs made their selection—which
coincided with Shaw’s judgment about the best possible
successor—the rest of the restructuring initiative flowed
along without a hitch. As Shaw recalls, “The cousins and
the rest of the management team were all very active and
motivated. We’d started out with a very dysfunctional
organization. We’d cleaned up the structure, gotten rid of
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the COO, taken all kinds of steps to deal with the existing
problems. By April, we weren’t dysfunctional any more.
We were getting better and better all the time. And by
June, we were in a wonderful position. The company’s
own management team, with an heir-apparent in place,
was closer and closer to running the business by itself.
And the Glass team was able to start focusing on the
refinancing.”

He pauses and concludes, “By the time summer
came around the company was largely restructured. The
owners knew they couldn’t have done it without us. And
we knew we couldn’t have done it without them.”

ACHIEVING SUCCESS WITH 
AN EXTRAORDINARY REFINANCING 

Lance Miller now stepped back into center stage.
“I started spending more and more time on this project
again by May, when the asset sales were well under way,”
he explains. “By then, I’d begun doing more work on
what I called the refinancing model, which involved trying
to clarify what really seemed to be the company’s likeliest
capital-raising options, given what was going on within
the banking industry as well as the financial results that
were being achieved internally.”

But here again, a twist of events showed just how
uncertain—and risky—restructuring situations often prove
to be. “In the turnaround world, you bring a company
to a certain point and then the Wall Street crowd may
start chiming in,” Miller says wryly. “Around this time, a
big firm came to the company’s headquarters with a slick
presentation about how great the high-yield market for
first-time issuers had become. They told the company,
‘We’d love to do a deal with you.’ They basically said,
‘You need $100 million. We’ll give you $150 million.
And don’t worry, it will be an interest-only deal until you
reach the time when you’ve got to re-capitalize the debt.’” 

To the former banker, the allure of this deal masked
risks that could topple the company into financial chaos.
“I saw this as a pure negative. But the company was clearly
tempted. This was a way out of the strict financial con-
trols we’d told them they needed to live within—a chance
to start expanding again, a chance to return to their old
mindset. I didn’t buy any of it. And I set out to prove to
the company what the costs of this kind of a refinancing
would really be.”

With his primary intention, as Shaw’s and Bergen’s
had been throughout the restructuring effort, on edu-
cating the co-CEOs and their senior management team,

Miller developed side-by-side models that compared the
cash flow and shareholder value impact of a high-yield
refinancing versus the more conservative approach that
he and his colleagues had been working toward. “The
Glass recommended scenario allowed the company to pay
down debt to a more reasonable level in order to build
shareholder value over the long term. The high-yield sce-
nario gave the company lots of free cash in the short run,
at the price of future refinancing risks, with no pay-down
of debt along the way,” he explains. “Down the road that
would have a significant negative impact on the compa-
ny’s prospects as well as shareholder value.” 

In the end, the co-CEOs decided to support Glass’s
approach—and from that point on, the ball was rolling.
“Banks can be very suspicious of companies that have
been through a turnaround. But we decided that we were
going to present this as a rehabilitated company that
deserved a real look. It had strong, defensible market share.
It had a long track record. And it had a plan moving for-
ward that made tremendous sense,” Miller notes. “The
plan was to run this company without hyper-growth, to
use cash to pay down debt. And then, after three to five
years of carrying out this debt-reduction scenario, the
company would have lots of flexibility as to its future busi-
ness options. And shareholder value would have been
enhanced along the way, which was always our long-term
objective: to achieve equity goals as well as the lender’s
objectives.”

By mid-July, Miller had developed a list of about
twenty prospective lenders who might be good candi-
dates to step in and lead a bank syndicate for a $110 mil-
lion loan package. “We wanted to create a horse race,” he
comments, even while acknowledging that this might
have seemed an impossible goal just a few months earlier.
His initial list included a wide range of candidates: major
banks with expertise in this industrial-contracting niche;
regional lenders who were active in supporting Mid-
western and middle-market-sized companies; and other
bankers who had worked successfully on Glass restruc-
turings in the past. 

Surprisingly, the company’s current lender wanted
to be considered for this new deal. “That was really some-
thing,” Miller emphasizes. “They’d come full circle with
us. First, their workout group brought Glass in because
they were so worried about this company. Now, their
new business group was so impressed by what the com-
pany had accomplished that they were interested in leading
the new loan syndicate.”

The Glass team invited all the bankers to visit and
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spend a half-day with the company, touring its facilities
as well as meeting with the co-CEOs, the son designated
as the next COO, and the CFO, who was one of the fam-
ily’s many in-laws. 

Ultimately, two lenders competed for the role of
lead bank: a major national bank, whose selling points
included strong experience in the industry, and the com-
pany’s present lender. The original lender’s initial pro-
posal offered a good deal, thanks to a commitment by the
bank to fully underwrite the $110 million debt package
itself if it proved unable to construct a lending consortium. 

“We asked for final proposals from each group and,
in the end, the money-center bank gave us a superior
proposal,” Miller reports. “The original lender’s deal
included a subordinated debt component. The other
bank’s deal did not. That was a clear advantage because
it meant that the company would pay less overall interest.”
The co-CEOs ultimately agreed.

By the second week of September, the lead bank
was signed on and at that point, the Glass team stepped
into a supportive role. “We helped them develop and
tighten the ‘story’ to use in syndicating the loan to the
point at which it was air-tight,” Miller recalls. During this
period, Jack Shaw was spending much of his time
preparing the company’s heir-apparent to move into the
COO’s office, as soon the refinancing deal closed. Mean-
while, Tony Bergen and Miller worked around the clock
to produce the historical and projected financial reports
the bankers needed.

“In the end,” Miller explains, “none of us were
involved in the ‘road show’ for the refinancing, which
was a decision that made sense, because this was not being
marketed as a turnaround. It was up to the lead bankers
and internal management to present this company the
way it was being sold—as highly dominant in its markets,
a firm that had been around a long time, one that was
defensible in its bases, with relatively stable cash flow, a
fairly recession-proof business model, and a conservative
strategy relating to growth and debt reduction.”

The industrial contractor’s road show was held the
week before Thanksgiving, almost a year to the day after
Bergen, Miller, and Shaw took up residence in its Mid-
west headquarters. “I’d have to say it was a complete suc-
cess story,” Miller comments proudly. “During the month
that followed, the deal was so popular that it was over-
subscribed. The lead bank received about $150 million
worth of lending commitments. And it was all senior
debt.”

Who would have believed this would be possible,
for a company that, one year earlier, had been in tech-
nical default with its bankers, teetering under a steep loan
package that included $60 million worth of sub-debt and
interest charges higher than its cash-flow realities could
support? Who could have imagined that this deeply trou-
bled company could so successfully complete a full-scale
turnaround effort that its new bankers would not consider
it a “turnaround” at all? 

Shaw, proudly the ex-COO (the new bankers did
indeed drop the requirement that a non-family member
be in day-to-day charge of the company), now spends just
a few days each month at the Midwestern headquarters,
where he works at helping to fine-tune new management
styles and practices. “The refinancing has helped them
accomplish so much,” he comments. “Besides saving them
$5 million or $6 million each year in lower financing costs,
it has moved them from an onerous covenant structure to
a normal one.” He pauses and adds, “The biggest thing that
this company accomplished, by the time it moved into
2003, was the removal of distractions. We’ve set in place
a succession plan and helped train an able  management
group. We’ve repaired the financial picture. We’ve elimi-
nated the dysfunctional elements of the business.”

“Now,” he concludes, “the owners and their exec-
utives can concentrate on running the company that they
built and saved. They’ve preserved this family business for
future generations and have positioned it to be stronger
than ever.” For turnaround experts like Midanek, Shaw,
Miller, and Bergen, there may be no greater source of
satisfaction than that.

To order reprints of this article, please contact Ajani Malik at
amalik@iijournals.com or 212-224-3205.
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