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Background

AMS was a joint venture between a Swiss-based German entrepreneur (through a company called Minibar AG and the German subsidiary of the Swedish company, Electrolux. Each party was a 50% shareholder in the business, each provided the cost of sales input and each represented about 80% of sales. Minibar AG was responsible for the day-to-day management of the business.

The difficulty for AMS was that Electrolux and Minibar AG were the number 1 and number 2 in the minibar market at that time and they were the fiercest of competitors. There was always a feeling that one the other did not want to be seen as having one over you.

This meant that, as suppliers, customers and shareholders, the two joint ventures were able to determine profitability based on their own commercial interests.
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Interim scenario

I was brought in as a key staff replacement due to the incumbent leaving the business imminently. The business had suffered from some staff turnover in its short life and half of the finance department were contract staff. Not only did the role cover AMS, but it also covered 3 subsidiaries of Minibar AG, one of which was the company that provided Minibar AG’s input to the cost of sales line. This meant that the role had two hats in its dealings with Electrolux – one as an employee of its joint venture and one as an employee of a competitor!

The role started in October 1999 and completed in June 2000. The managers of AMS wanted to convert my role to a permanent role, however there were two reasons why I was unwilling to commit to this:

· I felt that the business was going nowhere. There was not a healthy atmosphere between Minibar AG and Electrolux and this meant that the company was always short of resources – both cash for working capital and for investment in product development.

· Personally, this would have meant either relocating or a long commute, something that I was not prepared to commit to based on the salary on offer.

Since I was unwilling to accept a permanent role, AMS asked that I recruit someone that was prepared to work on a temporary to permanent basis (my basis was purely temporary) which I did so.
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Systems implementation

The accounting application software was not quite completely installed and this was an urgent task, particularly for the Minibar AG subsidiaries. Also, the link between the software and the management reporting Excel model was not good and needed to be improved. Finally, there was an old system with a lot of historic data that was not Year 2000 compliant; this data had to be extracted and stored in an easily accessible format for any future use.

By the end of the contract, the application software was installed for all companies, the link with the management reporting was made effective and the issue with the Year 200 compliance dealt with.

Note that part of the requirement for the application software was to manage maintenance contracts and deferred income in both the AMS business and one of the Minibar subsidiaries.

The application software that was used was Cognition.
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Reporting, forecasting and budgeting

I was responsible for reporting, budgeting and forecast for AMS and also the 3 subsidiaries of Minibar AG. AMS’s operations manager approved all numbers that were reported to Switzerland (as Minibar AG were the appointed managers of AMS for the joint venture). All variances had to be reported to a significant level of detail – less than 1% of budget. Trends were ignored.

Weekly rolling cash forecasts were required and this was reported both to Minibar AG as well as Electrolux due to the importance of cash and due to the fact that both owners were suppliers and customers of AMS.
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Leasing

Part of the financing arrangements for sales was a leasing arrangement through an Electrolux finance company. This involved modelling the operational requirement of the hotel for the minibar and calculating a lease payment on a per day basis that would transfer ownership to the hotel whilst recovering the cost of the minibars, their installation and their ongoing maintenance. This was a lease that looked like a classic photocopier operating lease, but it was written as a finance lease as ownership was transferred to the customer.
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Working Capital Management

This was a significant requirement of the role. Although the business was not in a turnaround situation, the respective positions of the joint venturers meant that they were not keen to provide funds for managing working capital. Almost all of the costs of the 4 companies for which I was financial controller were picked up in AMS. It acted as the contractor for the maintenance business that Minibar AG owned, so there was a constant juggling of cash between that maintenance business, AMS and the manufacturing business that made the Minibar AG cost of sales input for the AMS product and for purchases of fridges from Electrolux. 

This meant that there was a constant focus on cash forecasting and reporting to the AMS management (see reporting, forecasting and budgeting).
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Management

The finance department had suffered some disturbance in its staffing over the previous 18 months. This and led to a certain amount of ignorance by the largely contractor staff of the procedures that were employed and the reasons for so doing. It led to mistakes not only in processing, but also in the handling of relationships with both customers and suppliers. A further complication was that staff misunderstood the relationships between the 3 Minibar AG companies and the AMS joint venture that led to mistakes being made in confusing transactions between these companies.

In overcoming these problems, I carried out a review of all finance procedures, controls, policies and interfaces with other departments. They were necessarily changed, however it was important to understand the background to them and to educate the team in the reasons why things were done in a particular way.

Some of the contractors were filling permanent roles – “permanent temps”. It was important to convert these roles into permanent roles and this would have been inefficient if the knowledge management side was not done in concert with solving the staffing issues. I was successful in employing 2 of the 3 contractors on a permanent basis.
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Conclusion

Unfortunately, both internal and external unravelled the “people” side of my work. It appeared that ultimately Minibar AG was not satisfied with the quality of the controller that I had recruited as my replacement. Although a permanent role was offered and accepted, it seems that it did not work out. Similarly of the 2 temporary staffs that I turned permanent, one left in autumn 2000 and a permanent member of staff that I brought in left at the same time. The employment market for staff was very tight at this time and I would see this as “normal attrition”.

Finally, the business closed. I don’t know when exactly this happened or why, only that it was before 2005.

Back to Contents

[image: image1.png]



_1252081070.bin

