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Turnaround
By Randy Southerland Bland Farms was in trouble and its owners knew

it. The Reidsville, GA-based seller of the sweet and

popular Vidalia onions had more acres under

cultivation and was growing more produce than any

of its 132 competitors in the region. Retail giants

such as Wal-Mart and Kroger were buying and

customers were eating, but the company was losing

money — a lot of money.

Managers



Turnaround Consultants

“We were harvesting a lot of onions
per acre but the harvested onions-per-
acre and the actual onions we got paid
for was a lot different,” says Delbert
Bland, owner of the 50-year-old family
business. “We thought that if we pro-
duced enough onions that it wouldn’t
matter what the market did. We found
that yield wasn’t as important.”

Not enough of those onions were
making their way to the grocery story
shelves, resulting in an annual loss of as
much as $2 million. Despite being the
number one producer of Vidalia onions,
the company found itself in Chapter 11
after several years of operating losses.
Something had to change — fast.

Protected from creditors by bankruptcy,
the company could begin restructuring its
operations so that it could win additional
funding for working capital. That’s when
Delbert Bland was told about a company
that specialized in working with firms
with cash flow problems. 

Aurora Management Partners Inc.
had helped shepherd a local citrus com-
pany through the bankruptcy process and
back to profitability. Bland’s management
was already working to change its oper-
ating processes. However, Bland realized
that the company needed outside help in
meeting the court’s requirements for
financial statements and other informa-
tion, while also implementing changes in
the way the business was run.

“Many of the changes were already
in the process of being made, but they

helped us analyze certain areas and
made recommendations on what direc-
tion we should go with those changes,”
recalls Michael Hively, the farm’s general
manager. “They gave us a new perspec-
tive on the business.”

Aurora is part of a new breed of con-
sultants that takes on businesses in the
most dire of circumstances. 

“The ultimate manifestation of
problems at any company is always some
sort of cash crisis,” says Diedrich Von
Soosten, principal with Aurora, who led
the Bland Farms project. According to Von
Soosten, the “cash crisis” may include the
following: “either they can’t make a debt
service payment; or they’ve got a default
under a loan agreement; or they can’t
meet their payroll; or there’s no more
credit line availability under their 
borrowing agreement with their lender.”

This liquidity crisis is always the
lagging indicator of other problems. 

“Typically what we find is that
there’s a flawed operating strategy or
some flawed plan — something went
wrong in the execution of the company’s
strategic plan or the company simply
doesn’t have a strategic plan,” explains
Von Soosten. “Something has gone
wrong in the business long before it ever
gets to a cash crisis.”

Aurora helped Bland’s manage-
ment to understand that the abundant
yield coming up from the rich south
Georgia soil wasn’t the determining
factor in whether the company made
money. Through a detailed and painstak-
ing analysis of the company — including
farming, harvesting, packing and market-
ing operations — the outsiders were able
to get a handle on precisely where in the
journey from planting to shipping Bland
was losing its competitive edge.

As part of the financial analysis, the
Aurora team built a detailed model for
the farm, which established line-item
operations expenses for each aspect of

‘‘“Something has gone wrong in
the business long before it
ever gets to a cash crisis.”  

—Diedrich Von Soosten
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the business and segregated them into
fixed and variable components. They
were also able to make assumptions
about how each variable affected each
cost center, such as harvesting, packing
and marketing operations. 

This probe also revealed that the
years in which Bland had its highest yield
were not the most profitable. In addition,
the selling price of the onions sometimes
bore little relationship to the company’s
profit yields.

“What if?” assumptions were then
made that allowed the team to see how
changes in operations affected profit.
One of the most revealing discoveries
came in the operations of the packing
shed, where onions were prepared for
shipment to market. During the years in
which a significant portion of the crop
was placed in climate controlled storage
for later sale, profits suffered. 

“We changed our harvesting tech-
nique for the onions,” says Bland. “We
put them in a different container to bring
them in from the fields. We optimized
the equipment so we could run the most
onions the quickest out of the field
because at the peak time we wanted to
produce all we had available.”

In addition, the packing house
labor was outsourced to a private
company, a move which allowed them
to eliminate some personnel and
human resources costs. 

“The labor costs are pretty much
the same, but it freed the supervisors
to stop worrying about who’s leaving
early,” explains Hively. “Now our super-
visors can really focus on optimizing
the equipment.”

The company realized that by
changing techniques and personnel in
the packing shed the number of onions
actually shipped to market rose, while
the cost per onion dropped. As the
largest grower in the Vidalia region,
Bland ships 80 million pounds a year

and accounts for more than 30 percent
of all Vidalia onion sales. 

“So we restructured our costs,
restructured our packing shed and our
pack-out and we’ve gone from basically
losing $2 million a year to making $2 to
$3 million per year,” says Hively. 

The company sold as much volume in
the three years prior to bankruptcy as
was sold in the three years since, but
they had no profit to show for their
efforts. This year the company expects to
reap sales of $19 million and 2005 is on
track to rack up more than $26 million. 

In addition to more effectively
gathering and shipping the prized
Vidalia onion, the farm greatly increased
the volume of imports from South
America. These imported sweet onions are
grown from the same Vidalia seed, but
they are prohibited from using the name
due to trademark requirements. 

The Bland Farms story of course has
a happy ending. Yet, bear in mind that
very few turnarounds end that way. In
fact, most turnaround managers are
more like Grim Reapers in tailored suits
who come simply to preside over the
liquidation of the company. 

“Ever since there have been busi-
nesses there have been failed businesses
and people who have been successful at
resurrecting failed businesses,” notes Jack
Williams, professor of law at Georgia
State University. 

A decade or more ago, these 
specialists, drawn from the ranks of law,
accounting or other disciplines, weren’t
called turnaround managers. Today, they
not only have a less threatening name,
but also an organization with 5,000
members and even a certification. Von
Soosten affixes the title of Certified
Turnaround Professional (CTP) to his
business card. He and other members
adhere to a code of ethics, and the CTP
provides an objective measure of expertise
related to workouts and restructuring. 
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Observers note that for all its trap-
pings, turnaround management is still in
the early stages of development. 

“It’s a profession in the process of
becoming a well defined field,” says Dr.
Charles Hofer, a Regent’s Professor in the
Terry College of Business at the
University of Georgia, who lectures on
the subject and serves as an examiner for

the national certifi-
cation test. 

Most of these
professionals can
be divided into
two camps. One is
the traditional
turnaround guy
who really didn’t
come in to turn
around a business,
but to simply pre-
side over its order-
ly liquidation. His
job was to create
as much value for
the investors and
creditors as possi-
ble and ensure a
better payout. 

“But that was
all just a little too
depressing,” says
Williams. “So they
decided to go from
liquidators to turn-
around guys.”

Yet, despite this
more appealing dressing, in nearly eight
out of every 10 cases in which a turn-
around professional arrives on the scene,
the deal concludes in a decent burial,
according to Williams. 

That’s because they aren’t called in
until the situation has become dire
indeed, explains Von Soosten. 

He takes special pride in Bland
because it is one of the few clients he
has taken on that he was able to save,

rather than simply trying to get the most
coin for the investors. 

“That’s the nature of my practice,”
he says.

Most of the companies that Aurora
counsels are private. Bland, for example,
had been around for almost a half century
before it ran into trouble. The problems
are sometimes generated by a change in
leadership, such as the transition from
father to son in a family business or as
part of a faulty business strategy, such as
a poorly planned roll up. 

In a few cases the problem arises
from faulty technology or manufacturing
flaws, but generally it revolves around
simple business issues. At the center of
those problems is almost always man-
agement, according to Von Soosten. 

And, unlike Bland Farms, it usually
isn’t management that realizes that help
is needed. They’re usually pushed in that
direction by a banker concerned about a
loan or by outside counsel who recog-
nizes the problem.

In recent years, Aurora has found
that an increasing number of companies
are coming to them a little earlier in the
process and they’re having greater suc-
cess in turning them around. 

During the recent economic uptick, the
number of clients coming to turnaround
companies has fallen. A survey of
Turnaround Management Association
(TMA) members last June found that 36
percent said their business was holding
steady, while another 31 percent had expe-
rienced a decrease of 10 percent or more. 

Yet, the decline in turnaround busi-
ness doesn’t reflect an improvement in
overall management of companies. The
improved economy, coupled with looser
borrowing standards, is simply postpon-
ing the inevitable consequences of bad
decisions, according to Von Soosten. 

Just a few months from now that
bad business will be turning into new
clients for Aurora. C
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