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TURNAROUND BEYOND SURVIVAL

How to Stabilize a Distressed Business, Expose Its True Economics, and Know
When an Orderly Exit Creates More Value Than Continued Rescue

Based on the turnaround of a 70-FTE large-format digital printing company in Los Angeles
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White Paper Thesis
A successful turnaround does not merely save a company. It converts uncertainty into
control, exposes the true economics, and gives ownership a rational choice about
where capital should go next.

Key Case Facts

Workforce Approx. 70 FTE

Location Los Angeles, California

Prior condition Four years of recurring losses and shareholder subsidies

Revenue concentration Approx. 80% of revenue generated by one key account
manager

Operational result Approx. 80% reduction in downtime and rejects/reprints

Financial result Approx. break-even within nine months

Growth requirement Approx. USD 2.5 million plus relocation

Final decision Controlled closure

Exit result Operating liabilities settled; small residual surplus
returned to parent

Executive Perspective

Turnaround management is often described as the art of saving companies. That definition is
incomplete. The deeper responsibility is to stop value destruction, restore managerial control, establish
the true economics of the business, and create a fact-based decision point for the shareholder.
Sometimes the result is renewed growth. Sometimes it is a stable but limited business. And sometimes
the most successful outcome is an orderly closure.

This white paper examines the turnaround of WWP, a 70-FTE large-format digital printing subsidiary in
Los Angeles owned by a German industrial group, here referred to as VVGroup. WWP had attractive,
high-profile customers and a capable production organization, yet it had never achieved sustainable
profitability. For four years, recurring shareholder subsidies concealed structural weaknesses in
leadership, sales productivity, asset reliability, and capital allocation.

DRW entered the company as Interim CEO with a turnaround mandate. Within approximately nine
months, management changes, sales restructuring, protection of critical revenue, maintenance
investment, and tighter financial discipline brought the company to approximately break-even. The
turnaround then revealed a second truth: meaningful EBIT required approximately USD 2.5 million of
new capital, additional wide-format production equipment, and relocation. The parent company could
not support that investment.

The shareholder therefore faced a choice that distressed companies often postpone: invest, accept a

structurally limited return, or exit. WWP was closed in a controlled manner. Employees were retained

through the final operating phase with additional compensation, equipment was sold, the commercial
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value of the order book was monetized, liabilities were settled, and a small surplus was returned to the
parent company.

The central lesson is that a turnaround should not be judged only by whether the legal entity survives. It
should be judged by whether management converts uncertainty into control and gives ownership a
better economic choice than the one it had at the start.

1. The Hidden Cost of Subsidized Survival

Repeated shareholder support can be rational for a start-up, a strategic market entry, or a temporary
disruption. It becomes dangerous when funding substitutes for diagnosis. If losses are automatically
replenished, the organization may learn that liquidity is an external event rather than the consequence
of operating performance.

WWP had reached precisely this condition. The company possessed market visibility and prestigious
accounts, but the recurring cash injections from Germany reduced the urgency to repair the underlying
model. Distance amplified the problem: Los Angeles was thousands of kilometers from headquarters,
local oversight was weak, and the owner visited only periodically.

In a distressed SME, cash support without operating conditions can create three forms of moral hazard:
weak management remains in place longer than it should; low-productivity resources are tolerated
because the full economic cost is blurred; and maintenance or process problems are deferred until they
become expensive reliability failures.

The first task of turnaround leadership is therefore not simply to 'find more sales.' It is to break the
dependency between poor performance and automatic rescue, and to reconnect decisions with
economic consequences.

2. Diagnose the Business as a System

A useful turnaround diagnosis separates symptoms from causes. WWP's symptoms were obvious:
recurring losses, cash shortages, delayed salaries, equipment downtime, rejects, and dependence on
shareholder funding. The causes were distributed across the system.

Governance was weak. Commercial performance was highly concentrated. One key account manager
generated approximately 80% of revenue while two other sales resources contributed little relative to
their cost. Production employees were capable, but aging and poorly maintained machinery created
downtime, overtime, material waste, reprints, and delivery risk.

This distinction matters. If management had treated production employees as the main problem, it
would have damaged one of the company's strongest capabilities. If it had treated revenue growth as the
only answer, additional low-margin work could have increased operational strain without improving
cash generation. Turnaround diagnosis must identify where value is created, where it leaks, and which
capabilities must be protected.

3. Establish Authority Before Attempting Change
Turnarounds require unusually clear decision rights. At WWP, the owner's communication created
ambiguity: DRW had been appointed with CEO authority, but the local board had been told that he was
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coming to 'support' the existing management. In a stable company, such ambiguity may be inconvenient.
In a distressed company, it can make decisive intervention impossible.

A turnaround mandate should define authority over personnel, spending, supplier commitments,
pricing exceptions, capital expenditure, cash priorities, and reporting. Without this, the interim
executive risks becoming an adviser to the same structure that produced the crisis.

DRW resolved the issue through action. After validating that the company's capable accountant could
maintain financial continuity, he removed the CFO. The move reduced fixed cost and, equally important,
established a single center of operational authority.

4. Protect the Revenue Engine Before Optimizing the Organization

The most immediate commercial risk was not insufficient demand. It was the possibility that the person
responsible for approximately 80% of revenue would leave. Salary delays had damaged trust, and the
relationship between the key account manager and existing management was strained.

Turnaround management often requires asymmetric resource allocation. Not every stakeholder can be
treated identically when the company is close to failure. Critical capabilities must be identified and
protected first. DRW used part of the salary saving from the management restructuring to guarantee the
key account manager reliable monthly payment.

That intervention did more than improve morale. It reduced a concentration risk that could have
destroyed the company before any broader restructuring had time to work. The principle is
straightforward: protect the cash-generating core before redesigning the periphery.

5. Replace Revenue Thinking with Contribution Thinking

Turnover is an incomplete performance measure. In distressed companies, sales that consume more
margin than they create can accelerate failure. WWP's sales review showed that one sales position cost
approximately twice the margin it generated. That position was eliminated.

Another salesperson was coached rather than immediately removed, while a new commercial resource
was recruited with existing customer relationships. The new sales volume was not spectacular in
accounting terms, but it contributed to fixed-cost absorption. That made it economically useful.

The lesson is to manage sales by contribution margin, cash conversion, service burden, and strategic
account quality - not by gross revenue alone. A turnaround sales dashboard should make the economics
of each major account and salesperson visible.

6. Maintenance Is a Financial Intervention

Aging equipment is often treated as an engineering issue. In a turnaround, it is a cash-flow issue. Poorly
maintained machinery creates a chain reaction: downtime reduces capacity; urgent work shifts into
overtime; rejects consume materials; reprints consume machine hours; delivery failures threaten
customer retention; and low-margin orders can become loss-making after a single production failure.

At WWP, management reinvested improved commercial contribution into servicing and restoring the
existing equipment rather than immediately pursuing replacement. The result was an approximately
80% reduction in downtime and an approximately 80% reduction in rejects and reprints.
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This is an important capital-allocation lesson. Before replacing an asset, management should quantify
the economics of restoring it. Maintenance can have one of the fastest paybacks in a distressed industrial
business because it improves capacity, quality, labor efficiency, and customer reliability simultaneously.

7. The 'Black Zero' as a Strategic Inflection Point

Within approximately nine months, WWP reached roughly break-even - a 'black zero.' This was not the
end of the turnaround. It was the point at which the company could finally be evaluated without the
distortion of chronic operational firefighting.

Once losses were contained, the remaining constraint became structural. To move beyond break-even
and create meaningful EBIT, WWP required approximately USD 2.5 million of investment in two new
wide-format printing systems, finishing capacity, and a larger production facility. The existing lease
further complicated relocation.

A stabilized company can reveal that its best achievable result under current constraints is economically
insufficient. This is not a contradiction. It is precisely why stabilization matters: it separates
management failure from business-model limitations.

8. The Three-Scenario Decision Architecture

Rather than recommend continued rescue by default, DRW presented ownership with three explicit
scenarios. Scenario A was to invest approximately USD 2.5 million, relocate, expand capacity, and
pursue profitable growth. Scenario B was to continue with a successor manager while accepting that the
likely economic ceiling would remain around break-even. Scenario C was to close the company in a
controlled manner while it was stable enough to preserve value.

This scenario architecture is a powerful governance tool because it forces management and ownership
to distinguish between operational optimism and capital reality. Each scenario should state the required
cash, expected economic outcome, execution risk, management requirement, and consequences of
delay.

The owner selected controlled closure and chose to concentrate resources on the German group. The
decision was not a rejection of the turnaround. It was enabled by it.

9. Closure as a Managed Value-Preservation Process

A distressed closure can destroy value quickly if employees leave, customers lose confidence, suppliers
accelerate claims, or equipment is sold under pressure. WWP's exit was therefore managed as a final
turnaround workstream rather than an administrative afterthought.

Employees were told the situation directly and were offered two additional salary payments if they
supported operations through the end. Because the order book remained healthy, this retention
mechanism helped the company complete customer work and protect cash inflow during the wind-
down.

Most of the aging printing equipment was sold. Supplier debt was comparatively limited because
payment discipline had already been restored. The order-book potential - an intangible commercial
asset that could easily have disappeared at closure - was sold to a key account. Taxes, accounts,
employee obligations, and remaining liabilities were settled.
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The company ultimately closed without remaining operating debt and generated a small residual
surplus for the German parent. The final phase demonstrates that exit management has its own value
levers: workforce retention, order completion, asset monetization, commercial-rights transfer, claims
prevention, and legal closure discipline.

10. A Practical Turnaround Framework

The WWP experience can be translated into a reusable six-stage framework for owner-managed and
mid-sized industrial businesses.

Stage 1 - Stabilize authority and cash. Clarify the mandate, establish daily liquidity visibility, stop
discretionary spending, and identify the people and accounts that cannot be lost.

Stage 2 - Map economic contribution. Analyze customers, salespeople, products, machines, shifts, and
service burdens by contribution rather than revenue. Remove activities that consume cash without
strategic justification.

Stage 3 - Protect the operating core. Retain critical talent, secure key accounts, restore supplier
confidence, and prevent production capability from deteriorating while restructuring is underway.

Stage 4 - Repair the economics. Address maintenance, rejects, overtime, pricing, purchasing, working
capital, and organizational cost. Reinvest selectively where the payback is measurable and fast.

Stage 5 - Identify the structural ceiling. Once operations are stable, determine whether the business can
generate an adequate return with its current assets, footprint, and capital structure. Quantify the
investment required to move beyond the ceiling.

Stage 6 - Force the strategic decision. Present ownership with explicit alternatives: invest, hold, sell,
partner, or close. Then execute the selected path with the same discipline used during stabilization.

11. Metrics That Matter in a Distressed Industrial SME

A turnaround dashboard should be small enough to manage daily but broad enough to expose value
leakage. The following metrics would have captured most of WWP's critical dynamics: 13-week cash
forecast accuracy; on-time payroll; accounts payable aging; revenue and contribution margin by key
account; contribution by salesperson; machine availability; reject and reprint rate; overtime hours;
order backlog; on-time delivery; maintenance backlog; customer concentration; and weekly fixed-cost
coverage.

The objective is not reporting sophistication. It is decision speed. Every metric should connect to an
action owner and a threshold that triggers intervention.

12. Governance Lessons for Shareholders and Parent Companies

Owners of remote subsidiaries should treat distance as a control risk. Monthly financial statements are
not enough when the subsidiary is structurally loss-making. The parent needs direct visibility into cash,
payroll, aged payables, key-account concentration, maintenance condition, and local management
presence.

Repeated subsidies should also carry explicit milestones. Each injection should answer: What problem is
this cash solving? What operating change is required before the next funding request? What evidence
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would justify additional investment? At what point does the shareholder stop funding and select another
strategic path?

Finally, the mandate of an interim executive must be communicated consistently to all governing bodies.
A turnaround leader cannot be simultaneously responsible for the outcome and subordinate to the
structure being restructured.

Conclusion: Turnaround Is the Creation of Choice

WWP began as a company with prestige, customers, skilled production employees, and chronic losses.
Its problem was not a single bad decision. It was a system in which weak governance, concentrated
sales, underperforming resources, neglected equipment, and automatic shareholder support reinforced
one another.

The turnaround broke that system. It restored authority, protected critical revenue, removed negative
contribution, improved equipment reliability, reduced waste, re-established payment discipline, and
brought the company to approximately break-even.

At that point, the assignment produced its most valuable output: clarity. The company could survive at
roughly break-even, but meaningful profitability required capital that the parent could not responsibly
provide. Ownership could therefore choose closure from a position of control rather than collapse.

That is the broader management principle. A turnaround is successful when it creates better choices.
Survival is one possible choice - not the definition of success.

Executive Checklist

e Isturnaround authority explicit and understood by the board and management?

e Isthere a 13-week cash view with named owners for each major cash lever?

¢  Which customers, employees, suppliers, and assets are existential to continuity?

e Which revenue is genuinely contribution-positive after service and production costs?

e What proportion of losses comes from fixable execution versus structural capacity limits?

¢ What maintenance actions have measurable payback in uptime, rejects, overtime, or delivery
reliability?

¢ What is the economic ceiling of the current asset base?

e What investment is required to move beyond that ceiling, and what return must it produce?

e What are the explicit invest / hold / sell / close scenarios?

e If closure is selected, how will employees, customers, assets, commercial rights, taxes, and legal
obligations be managed to preserve value?

Confidentiality note: Company and individual names in this white paper are anonymized or presented
as case identifiers. The paper is based on the management case provided and is intended as an executive
learning document.
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