
In the last few years there have been quite a few corporate scandals in the 
US and Europe, where accounting frauds, financial crimes and inflated
bonuses have come to light.

HOW SHOULD
EUROPEAN MANAGERS
RESPOND?

Audon Partners A/S - the Danish partner in M&A International Inc. - Toldbodgade 31, 1253 Copenhagen K,
tel. 3343 6000, www.audonpartners.dk

”It’s almost as if a plague has swept the
planet. The most famous or perhaps I
should say infamous - are the American
scandals: Enron, Worldcom, Tyco, Martha
Stewart and others, which have impacted
other parts of the world as well.

The first wave of American scandals in-
volved corporations. It resulted in far-reach-
ing regulations for ownership, company
boards, the accountability of accountants
and other measures. 

The second wave hit the middlemen
- the investment banks and auditors. The
Enron scandal, for example, led to the
total destruction of Andersen, one of the

world’s largest auditing firms. 
The third wave broke on the administra-

tors who conducted illegal transactions,
resulting in new regulations for managing
investment and trust funds.

Nearly every European country has been
affected: Skandia in Sweden, Kirch in
Germany, Lernout & Hauspie in Belgium,
Adecco in Switzerland, and perhaps the
most famous - Parmalat in Italy. The list
goes on and on.

Denmark could even be said to be a
pioneer in financial scandals. You probably
remember the Nordisk Fjer scandal back in
1990.” ●

Anders Moberg, CEO, Ahold
Previously CEO, IKEA
Member of the board in: 
DFDS, VELUX and LEGO

CORPORATE SCANDALS

Anders Moberg, who
has taken responsibility for
the restoration of Ahold in
Holland, shares his views
on how European managers
should react to the many
large corporate scandals.
Too many large company
aquisitions with subsequent
integration problems, have
been part of the cause of
Ahold’s problems. Read
more about Anders
Mobergs experiences.
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”The recent financial scan-
dals should also be seen
in the light of the extreme
stock market bubble of
the nineties, and perhaps
the breakdown of personal
moral standards. Ethics
gone bankrupt so to say.  

We, at Ahold, found our-
selves in a social situation
where more and more of
those, who had been keep-
ing their agreements, pay-
ing their taxes and so on
began to realize that many
others in the system were
not doing so, and therefore
started bending and break-
ing the rules themselves.  

The availability of capital
was huge during the
nineties. The market was
uncritical, and companies
were growing fast.

Growth was the obliga-
tion to investors. Large cor-
porations were created like
loose federations. Flags
were being planted in in-
creasingly distant countries.
Good assets were being
milked in the name of
growth.

Wrong or misleading
financial information has
dominated most of these
financial scandals. Fraud
was the trigger for the

wave, and fraud can never
be ruled out. Auditors have
been deeply involved in
some of the recent scandals.

The strongest factors that
have affected public faith in
business are salary levels
and inappropriate bonus
programmes, as well as
poor corporate governance
and mismanagement.

How can we overcome
these problems?
Of course new laws, codes
and regulations are need-

ed, but also a lot of self-
control. 

The work of the board
should be improved.
Important factors in achiev-
ing such improvement
include the board’s inde-
pendence, size and com-
position. A board should
include independent mem-
bers and not be too large.
It should be diverse and
balanced between the
needs for knowledge, ex-
perience and perspective.

The board should meet

the same demands for goal
formulation and evaluation
as the company itself. Fees
should be raised propor-
tionally to responsibility.
Other remunerations
should be dealt with by the
board, for example by a
special remuneration sub-
committee. The guidelines
might be clear relationships
between performance and
rewards, well-defined limits
for variable remunerations
and premium-based pen-
sions.” ●

Failed acquisitions are
often caused by in-
suffient management
attention to the integra-
tion of the acquired
company, following the
acquisition.

ETHICS OR PROFIT?

THE STRONGEST FACTORS THAT HAVE AFFECTED PUBLIC FAITH IN BUSINESS ARE
SALARY LEVELS AND INAPPROPRIATE BONUS PROGRAMMES, AS WELL AS POOR
CORPORATE GOVERNANCE. Anders Moberg, CEO, Ahold”
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”Obviously transparency is not a solution
in itself. But when people’s actions are un-
der scrutiny, they tend to behave better.

I’d like to see the new generation of
leaders daring to undergo ethical and
moral DNA tests. If you would be ashamed
to find a transaction or activity on the front
page of the financial newspapers, you
shouldn’t do it.

How do we handle 
the Ahold Scandal?
At the beginning of 2003, Ahold found it-
self in a very difficult situation. The compa-
ny announced on February 24 2003 that it
had found accounting irregularities, errors
and other issues at several companies.
Internal control weaknesses had also been
discovered.  

Briefly put, some 9 billion kroner were
‘missing’ from the accounts.

Ahold is big. It has become the world’s
fourth largest operator of supermarkets.
Our mission is to be the leading food
provider in those markets in which we
choose to operate.

We are about 250,000 enthusiastic peo-
ple who are committed to serving our cus-
tomers in the best possible way. 

So we launched a huge task to restore
Ahold. In our comprehensive investigation,
no part of the organisation or business was
spared.

It had become apparent that there were
areas Ahold needed to address to achieve
long term competitive strength:

● The company’s debt level was too high.
● Ahold had made some acquisitions

that weren’t generating high enough
returns. 

● The company wasn’t leveraging its
scale and expertise well enough. A lack
of integration in systems and processes
was driving its cost base up. Our com-
pany became very complex.

● Controls were decentralized.“  ●

”On November 7, 2003,
we announced the “Road to
Recovery“ plan. This strategy
is focused on rebuilding the
foundations of the company
to bring us back to invest-
ment grade profile by the
end of 2005.

The “Road to Recovery“ is
focused on four main goals:

1 Restoring our financial
health

2 Reinforcing accountability,
controls and corporate
governance

3 Re-engineering Retail
4 Recovering U.S.

Foodservice

We are reducing Ahold’s debt
level. We expect to raise a
total of 18 billion kroner
towards this goal through
our program to divest com-
panies that lie outside of our
core business or do not fit
our investment requirements
for market position.

Ahold is working to maxi-
mize cash flow. We are scruti-
nizing capital expenditure
and applying more rigorous
standards.

We are focusing on long-
term strategic investments
to grow our food retail and
foodservice business. 

SUCCESSFUL COMPANY ACQUISITIONS

REQUIRE THAT YOUR COMPANY IS WELL-RUN.

ROAD TO
RECOVERY

The need for openness and transparency has become the mantra of the
business world’s discussions of how to deal with impropriety and greed. 

MORAL
DNA-TEST?

”

From modest origins, Ahold has grown to become 
the worlds fourth-largest operator of supermarkets.

Hannu Ryöppönen, 
CFO, Ahold.
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GLOBAL TELEPHONE CONFERENCE

On January 25th M&A International once again hosted a global telephone conference.
This time the subject was “Global M&A outlook 2005”. Views were shared by M&A
advisers in the US, Europe and Asia. M&A International had, amongst others, invited
the editor in chief of The Economist Magazine, who gave his views on the develop-
ment. Previous telephone conferences have covered subjects like the technology sector,
the Nordic countries and the central European M&A market. ●

M&A International has acted as adviser in 283 company
transactions during the last 20 months. We act as advisers to
private company owners, international corporations and pri-
vate equity funds regarding mergers and acquisitions of
mid-sized companies in Denmark and internationally. ●

Jonas P. Knudsen, Partner, 
Audon Partners A/S.

Contact Henrik Audon or Jonas P. Knudsen for a confidential conversation about how
Audon Partners can assist you in connection with acquisition and disposal of companies.

We have initiatives in
place to improve working
capital, for example by
negotiating better terms
regarding accounts
payable and by better
management of invento-
ry levels.“

A game of survival
“We now know that faith
and trust can be de-
stroyed overnight, but
will take a long time to
regain. 

We - of course - still
have a long way to go to
restore full faith, and to
fully wipe away the asso-
ciations of ‘scandal-rid-
den’ when our name is
mentioned.  

We are on track of the
“Road to recovery” to
achieve our targets and
objectives. I am con-
vinced that Ahold will
emerge stronger than
ever from this crisis” says
Anders Moberg. ●

...ROAD TO
RECOVERY
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