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Executive summary 

In the past year and a half there has been much speculation as to whether Falck would be the 

next large company to be listed on the Copenhagen Stock Exchange. When Nordic Capital 

announced its decision to sell all of its shares it was on the cards, but because of the financial 

insecurity in the market, Falck and Nordic Capital decided to look for an alternative investor. 

In December 2010 The Lundbeck Foundation emerged and purchased 36% of Falck`s shares 

at a price, valuing Falck at 7.888 bn. with the new ownership Falck re-launched its 

international globalization strategy.  The initial purpose of this thesis was to estimate the 

value of Falck prior to an IPO, but with this subject no longer relevant, I found it interesting 

to compare a theoretical based value with the value of 7.888 bn. estimated by the Lundbeck 

Foundation`s purchase of Falck. The main objective of this master’s thesis has therefore been 

to determine a fair value of Falck A/S share as of 1. Dec 2011. The valuation method is based 

on the Discounted Cash Flow model, thus raising a number of interesting issues such as 

estimating WACC components from a group of comparable companies – the peer group. The 

first part of the thesis is a strategic analysis of Falck, where the strong business model of 

Falck and a lack of real competitors paint a picture of a very healthy company. The following 

financial analysis ends up with the same conclusion, with Falck improving the profit margin 

year on year while creating growth from retained earnings rather than debt. In the budgeting 

part of the thesis a forecast period of 10 years is chosen reasoning additional time is needed 

to fully exhaust the new markets entered during the large ongoing expansion. The weighted 

cost of capital is then determined at 7.47%, with the Beta value being estimated from a peer 

group - the estimation of beta is associated with a relatively high error margin, mainly 

because no companies resemble Falck 100% and therefore are exposed to the exact same 

risks. By carefully selecting a peer group, however the error margin can be greatly reduced. 

Finally the value of Falck is estimated at DKK 15.501 million as of 1
st
 December 2011, 

before the sensitivity analysis points out the flaws of the DCF-model.  
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1. Introduction 
Focus on accurate valuation of companies has been increasing in the past 10 years in line 

with the strategy of many companies to grow through mergers and acquisitions. There are 

many purposes of valuation and a precise value assessment is an important tool in strategic 

planning and for attracting investors – for instance prior to an Initial Public Offering (IPO).  

From an investor’s point of view, a correct value estimate is crucial for appropriate 

investment decisions. The degree of complexity when assessing a company’s value is 

dependent on a variety of factors. The company’s size, industry, track record, business model, 

and management are among the factors that affect the complexity of the valuation. 

 

In 2004 the private equity fund Nordic Capital along with ATP Private Equity Partners 

completed investments in the Danish rescue company Falck A/S
1
 effectively delisting them 

from Copenhagen stock exchange (CSE) as of 25th February 2005. With the investment, the 

majority shareholder Nordic Capital stated a three to seven year time frame in which they 

expected the company to grow in all business areas, nationally as well as internationally. In 

the following six years Falck doubled revenue, increased the number of workers from 11.000 

to 23.000 and expanded operations from 10 to 31 countries worldwide, exceeding the high 

expectations set by Nordic Capital.
2
 In the spring of 2010, in line with the stated time frame, 

Nordic Capital announced that they were ready to sell their shares, which at that time was at 

71.9%
3
, thus opening the possibility of an IPO involving a potential C20 company.

4
 

However, the timing was not right due to financial market volatility and plans of an IPO were 

deferred while Nordic Capital and Falck kept searching for an alternative investor. On 

December 15, 2010 the Lundbeck foundation purchased 36% of Falck shares mainly from 

Nordic Capital at a price of DKK 85 per share (valuing Falck at DKK 7.888 bn
5
). With the 

Lundbeck foundation, Falck had found a new strategic investor who had a very good 

reputation in Denmark, offered stability and endorsed Falck in the eyes of other potential 

investors. The position of Falck had improved in terms of a forthcoming IPO and with a 

remaining share of 44 % Nordic Capital was still the controlling shareholder and still with the 

                                                             
1 Hereinafter designated as Falck and is used synonymously for the Group's subsidiaries 
2 Falck news, April 28. 2011 - New Danish ownership of Falck 
3 Reuters (December 2010) - Falck owners sell 36 pct, IPO still on the cards 
4
 Børsen (December 2010) - Falck ser Lundbeckfonden som ankerinvestor 

5
 Børsen (December 2010) - Lundbeckfonden køber stort op i Falck 
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intention of reducing its stake in Falck through a public listing. A listing that would have the 

potential of becoming one of the biggest in Denmark in recent times.  

This setup would have made it very interesting to explore the theoretical value of Falck prior 

to an IPO; but on April 28 2011 Nordic Capital sold all its remaining shares to the Lundbeck 

Foundation, the Lego Foundation Kirkbi and to the management of Falck, and so put an end 

to all deliberations about a Falck IPO in 2011.  

Even so the interesting aspect of performing a valuation of an unlisted company has not 

diminished. The fact that the Lundbeck Foundation and Nordic Capital agreed on a price 

valuing Falck at DKK 7.888 bn. gives me the opportunity to evaluate this deal and compare it 

to a theoretically based valuation. As such this thesis might be used as basis for further 

analysis in the coming years when new deliberations for an IPO start. 

1.1. Problem statement 
In the light of the above this thesis seeks to answer the following overall problem statement. 

What is the theoretical value of Falck A/S as of December 1st 2011? 

The following sub questions will be addressed in the process of answering the overall 

problem statement: 

1) What are the internal and external factors affecting Falck`s future earnings 

potential? 

2) What has driven sales and ROIC in the past? 

3) Which WACC is appropriate? 

1.2. Delimitations 
The information used in this thesis is strictly external information available to the public and 

therefore the value established will necessarily deviate from the value of Falck generated 

through the use of internal data and budgets. The results of this thesis will hence represent an 

indication of the value of Falck rather than the true value. The value of Falck will be 

determined as of December 1
st
 2011 and any information or events subsequent to this date 

will not be considered. 

1.3. Thesis outline and choice of models 
Falck is a large international operator structured with four separate business units: Assistance, 

Emergency, Healthcare and Training. The structure of the company requires analysts to 

choose between valuing the company as a whole and valuing each of the business units 
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separately. In this thesis Falck will be valued as a single group on the basis of the large 

possible synergies available between the different business units. Shared infrastructure and an 

overlap of emergency and healthcare services are only a few of the factors having potential to 

add substantial value to the group
6
. 

Figure 1.3: Thesis Outline 

 

 

 

 

 

 

 

 

 

 

 

1.3.1. Company presentation 

Before commencing the strategic analysis, Falck will be presented with the purpose of 

providing the reader with a general knowledge and understanding of the company. The 

chapter includes brief overview of the history of Falck, an introduction of the owners, the 

organization structure and key management as well as an introduction to the different 

business areas and their geographical dispersion. Finally, Falck`s business model will be 

introduced, key financial figures will be presented and the strategic position and overall 

forward strategy will be clarified, thus laying the foundation for the strategic and financial 

analysis. 

                                                             
6
 Falck A/S prospectus 2004, e.g. p. 38 
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1.3.2. Strategic analysis 

The purpose of the strategic analysis is to evaluate whether Falck`s business model represents 

a viable strategy for creating value in the future. In a changing world it is vital to analyze the 

background factors that have the greatest influence on the company in order to create realistic 

expectations about the future. The strategic analysis will be performed using well-known 

theoretical models including PEST, Porter`s five forces, and lastly the SWOT model will be 

used to summarize and highlight the results and the factors described in the company 

presentation as the company's strengths, weaknesses, opportunities and threats. The chapter 

will also include an analysis operational risk factors. 

1.3.3. Financial analysis 

The financial analysis will be based on annual reports for a four-year period from 2007-2010, 

the purpose of the analysis is to assess the future profitability and growth potential by 

analyzing financial drivers and assessing risk factors related to operations and financing 

conditions. Combining the financial analysis with the strategic analysis will allow for a more 

accurate budgeting in chapter 5. 

1.3.4. Budgeting 

The budgeting represents the bridge between the financial and strategic analysis and is 

fundamental to the establishment of a capital value based valuation. The budgets created for 

the valuation will consist of the income statement and the balance sheet generated from the 

estimated value-drivers. 

1.3.5. Valuation and sensitivity analysis 

The net present value of Falck will be estimated using the discounted cash flow model 

(DCF), in which all future free cash flows are estimated and discounted using an estimate of 

the company`s Weighted Average Cost of Capital (WACC).  

2. Company Presentation 
Falck is an international company specialized in preventing accidents and disease as well as 

providing ambulance and rescue services. More than 23.000 people are employed in four 

main business areas: Assistance, Emergency, Healthcare and Training. Falck also provides a 

number of services to the public sector such as transport and rehabilitation of patients from 

the public hospital sector as well as operation of assistive technology centers and several 
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services for the police and the road authorities. Falck is represented in 31 countries on five 

continents
7
 

“For more than 100 years, it has been Falck’s mission to prevent accidents, disease and 

emergency situations, to rescue and assist people in emergencies quickly and competently 

and to rehabilitate people after illness and injury”.  

 

“Based on this mission, it is Falck’s vision to develop a major international organization 

working within assistance, emergency, healthcare and safety training services”
8
. 

2.1 History 
Falck was established in Copenhagen as a rescue service provider by Sophus Falck on 

October 3rd 1906. Two years later Falck introduced the first motorized ambulance in 

Scandinavia and in 1922 fire services were added to their operations. By 1956 Falck was a 

nation-wide operator with 100 stations in Denmark, and Ambulance services, Firefighting 

and roadside assistance as core business areas – the same as today. In 1963 when Falck 

acquired the shares of “Zone Redningskorpset”, they became the monopoly institution we 

know today, and in 1993 security were added to the operations with the purchase of the 

Danish security company ISS Securitas. In the 00`s Falck underwent two mergers with 

security companies Group 4 and Securicor respectively, ultimately becoming the world`s 

second largest company in the field of security. It was then decided to separate the company 

into two independent companies: one dealing with security (Group 4 Securicor) and one with 

rescue (Falck A/S) and to list the companies on Copenhagen Stock Exchange. Falck was 

listed on July 20th 2004 representing its original core business areas, but with the addition of 

two new business areas Healthcare and Training and with a more international profile. The 

new look of Falck immediately attracted attention from different private equity funds and 

only six months after the introduction on the Stock Exchange, the shares were taken over by 

the private equity fund Nordic Capital in collaboration with ATP Private Equity with the 

intention of building on the internationalization strategy. Since then Falck has expanded its 

international operations significantly from 13 countries worldwide in 2006 to 31 countries in 

2011 and the two new business units have been successfully implemented each constituting a 

                                                             
7
 Falck news April 2011 – New Danish ownership of Falck  

8
 Falck website: Mission and vision 
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significant part of the Group. On April 28
th

 2011 Nordic Capital sold off the remainder of its 

shares, mainly to the Lundbeck Foundation who is now the majority shareholder.
9
 

2.2. Ownership 
Falck was owned by descendants of Sophus Falck until 1988 when the insurance company 

Baltica purchased the majority of the shares. The company has been listed on the 

Copenhagen Stock Exchange twice, first in 1995 and second in 2004 and since then Nordic 

Capital in collaboration with ATP Private Equity Partners owned Falck for a number of 

years. Today, the largest shareholder is the Lundbeck Foundation, KIRKBI is the second 

largest and both have a very good reputation in Denmark and extremely strong economic 

foundation.
10

 

Figure 2.2: Distribution of shares 

 

Source:  Falck news July 2011 – New ownership implemented, own adaption 

The nominal share capital is valued at DKK 66,952,345 consisting of 66,952,345 shares each 

with a nominal value of DKK 1.00
11

. 

                                                             
9 E.g. Mørch et al: Sophus har været der - Falck i 100 år (2006); Falck website and annual reports 2007-2010 
10 The Lundbeck Foundation has assets worth DKK 28.6 bn. And KIRKBI has assets worth DKK 29.3 
bn.(Lundbeck Foundation annual report  2010 and KIRKBI annual report 2010) 
11

 Falck website - Financials 
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2.3. Organization and Management 

In late 2010 Falck decided to reorganize the management structure to prepare the company 

for the challenges ahead with regards to sustaining growth and ambitions. The Executive 

Management remained the same with CEO Allan Søgaard Larsen and Deputy CEO Morten 

R. Pedersen, but an Executive Committee was created directly below them. 

Four Executive Vice Presidents were appointed with responsibilities for different business 

areas and geographical regions. The Executive Committee was created as a direct result of 

the strong growth and anticipated future growth which required additional resources within 

the management.
12

 

Figure 2.3: Falck Organization 2011 

                              

 

Source: Falck website / About Falck / Organization 

                                                             
12

 Falck news November 2010 - Falck strengthens company with new structure 
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The board of directors is comprised of 11 members, eight elected by the shareholders and 

three members elected by the employees. All members of the board must be below the age of 

70 and currently none of them have dual membership of the executive management board. 

The executive management board has four members each representing major shareholders 

and the Chairman is the former President and CEO of Falck, Group 4 Falck and Group 4 

Securicor, Lars Nørby Johansen (1949). In addition to being very familiar with the company, 

Lars Nørby Johansen holds a wealth of experience from directorships and executive positions 

in a range of listed companies with international profile and he has played an integral role in 

the successful execution of the internationalization strategy.  

The current President and CEO of Falck, Allan Søgaard Larsen (1956) was appointed CEO 

after the merger with Securicor and subsequent separation of Falck in 2004. Allan Søgaard 

Larsen started his career in Falck as HR manager of regions north and west in 1990 and since 

then has been working his way up the hierarchy to the position as President and CEO of 

Falck.  

The current Deputy CEO, Morten R Pedersen (1968) joined Falck for the second time in 

2000 as Finance manager of “Falcks Redningskorps”. Morten R. Pedersen also made his way 

up the ranks quickly occupying three major positions in Group 4 Falck before being 

appointed Deputy CEO of Falck. 

The three key managers make up a very strong leadership team: they all have many years of 

experience working for Falck, they are all dedicated to bringing Falck forward and see the 

company succeed and expand.
13

 Further, with Lars Nørby Johansen`s wealth of experience in 

the international scene, I deem the management a great asset to the company.  

2.4. Business areas 
As previously mentioned Falck A/S operates in four business areas: Assistance, Emergency, 

Healthcare and Training and all areas operate nationally as well as internationally. In the 

following each independent business area is described in more detail. 

 

 

 

                                                             
13 It is not uncommon for President Allan Søgaard Larsen to make public statements along the lines of: “Falck is 
the life ambition of Morten and myself” (e.g. Hjælp - January 2010 and Falck news December 2009 - CEO looks 
forward to next Falck phase) 
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Figure 2.4: Total revenue as a percentage of consolidated revenue
14

 

 

Source: Falck Annual Report 2010 p. 33, own adaption. 

Assistance 

Falck’s assistance business is concentrated in the Nordic countries: Denmark, Sweden, 

Norway and Finland; and in Estonia.  

Included in Assistance is roadside assistance, personal and home assistance and TravelCare. 

In the roadside assistance business Falck is supplying service subscriptions to private 

customers and to larger corporations, mainly insurance companies. In the personal and home 

assistance business Falck is providing alarm and safety products, first aid kits and first aid 

training, the clients are mainly private customers and private companies. Falck TravelCare is 

organized in four business units providing travel assistance, medical assistance, Nordic and 

International roadside assistance and concierge services; the customers are mainly private 

companies and insurance companies. Besides these main areas, Falck is also provider of 

Sirius Fleet management
15

, operating assistive technology centres and performing various 

services for the police and road authorities. 

In 2010 Falck provided nearly 1.5 million assistance responses to its portfolio of 1.8 million 

customers and added around 500,000 customers mainly through the purchase of Swedish 

based company S Reg AB.  

 

 

                                                             
14 Figures do not add to 100% due to eliminations 
15 A GPS-based monitoring system designed to minimize the cost of operating a larger fleet of vehicles. 
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Emergency 

Falck`s Emergency business area covers ambulance services and firefighting activities. The 

services are provided to the general public in close collaboration with the public authorities. 

The ambulance services include pre- and post-hospital medical transportation, emergency, 

and non-emergency transports, and air ambulance services. Emergency calls often require 

medical assistance, while non-emergency services include transportation for medically 

unstable patients and medical transfers between healthcare facilities. Falck has more than 

1800 ambulances and a number of medical helicopters, which respond to more than two 

million emergency calls annually. In Denmark approximately 85% of ambulance operations 

are provided by Falck.
16

 The firefighting activities involve industrial fire services and fire 

fighting for the public sector which is provided in 65 of 98 municipalities in Denmark. Falck 

emergency operates in 15 countries worldwide and is the largest private ambulance company 

in Europe and the largest private firefighting service in the world.  

Healthcare 

Falck Healthcare is the largest private-sector provider of healthcare services in Denmark the 

business area includes Employee Health, Public Health, Absence management and temporary 

staff services. The services are provided through private subscriptions, pension companies, 

job-related schemes and the public sector. In Denmark more than 1.2 million people are 

covered by the health plans, and Falck operates from more than 200 healthcare centers all 

over Denmark. In 2010 half a million people received treatment in one of these centers and 

an additional 60,000 people received help from Falck Jobservice to return to their jobs. In 

recent years Falck Healthcare has expanded its activities across borders, primarily to its 

neighbors in Sweden where 30 new agreements, mainly with insurance companies, were 

signed during 2010. Falck now offers healthcare services to 260,000 people there. 

Training 

Falck Nutec is the world’s leading provider of rescue and safety training courses mainly for 

the offshore industry.
17

 The training is aimed at avoiding accidents in the workplace and how 

to act in difficult situations if accidents occur. Falck also offers training of fire-fighters and 

provide safety and emergency analysis and crisis management for high risk industries. The 

                                                             
16 Falck Annual Report 2010 p. 18 
17

 Other industries include the chemical industry, the aviation industry and the armed forces in Denmark and 
Sweden. 
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activities take place in 27 training centers in 15 different countries on five continents. In 

2009-2010 Falck opened six new training centers and in 2010, 203,000 people attended 

courses provided by Falck.  

2.5. Geographical markets  
Since Falck A/S is an international company with operations in 31 countries, the purpose of 

this chapter is to clarify from which geographical regions Falck is generating revenue, and 

what business areas this revenue is coming from.  

 

Figure 2.5: Revenue by geographical region (% of consolidated revenue) 

 

Source: Falck Annual Report 2010 p. 34, own adaption. 

Denmark 

As can be seen from the above chart Falck generates 63% (DKK 5.3 bn.) of its total revenue 

from operations in Denmark - not surprising since this is Falck`s home market and all four 

business areas are heavily represented in Denmark. In 2010 revenues rose by DKK 364 

million and earnings (EBITA) increased by DKK 93 million. 

 

Nordic Region 

In the Nordic region (Sweden, Norway and Finland) it has been relatively easy to expand 

many of Falck`s activities, CEO Allan Søgaard Larsen regards Sweden and Norway as being 

Denmark 
63% 

Nordic region 
19% 

Europe 
13% 

Rest of the world 
5% 

Total revenue 



 16 

part of Falck`s home market
18

 and especially Roadside assistance and Emergency services 

have contributed to the revenue in the past years. In 2008 Falck introduced healthcare 

activities in Norway and Sweden and in the coming years these are expected to contribute 

significantly to the revenue. The Nordic region accounts for 18.4% (DKK 1.5 bn.) of the total 

revenue and provided an increase of DKK 308 million during 2010 whereas EBITA 

increased by DKK 68 million.   

 

Europe  

In 2010 Falck was represented in 10 European countries
19

 (excluding the Nordic region and 

Denmark) and managed a revenue of DKK 1,087 Million, up DKK 47 million from the 

previous year and corresponding to 13 % of Falck`s total revenue. The main business area in 

Europe is the emergency business concentrated around the eastern European countries, 

Belgium and the Netherlands. EBITA decreased by DKK 35 million in 2010. 

 

Rest of the world 

Outside Europe Falck has mainly been represented by their training activities in the past 

years. However, more recently Falck have acquired a number of emergency service providers 

in USA, Latin- and South America. Falck is now represented in 17 countries outside of 

Europe and the revenue for the coming years is expected to be significantly higher than the 

DKK 447 million recorded in 2010, corresponding to around 5% of total revenue. Revenue 

increased by DKK 149 million in 2010 and EBITA decreased by DKK 12 million.   

2.6. Business Model20 

During the course of the past 100 years Falck has developed a unique business model build 

on three key elements: Infrastructure, competencies and corporate image. It is based on these 

key elements and the individual competencies of each business area that Falck has expanded 

its business in the past and intends to grow in the future. 

Infrastructure:  

Falck has been successful in establishing a widespread network of service stations, dispatch 

centers, and healthcare facilities all over Denmark. The service stations are usually designed 

for multipurpose operations which gives Falck the ability to expand quickly and cheaply 

                                                             
18 Jyskebank (August 2008) - TV-spot: Udover den helt store rampe - Own translation 
19

 See attachment 1 for full list of countries and activities. 
20

 Annual Report 2008 pp. 42 
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within different business units (roadside assistance, patient transportation, firefighting and 

Ambulance services). Modern dispatch centers are designed to handle both planned services 

and emergencies while more and more healthcare clinics are built to accommodate the range 

of therapists needed to allow clients full services.
21

  

Competencies: 

The competencies encompass highly skilled human capital combined with a significant 

portfolio of services and many years of experience working with public authorities. The 

know- how gained within especially the emergency business throughout the years adds a 

significant advantage to Falck when preparing for contract tenders, analyzing market 

conditions and building partnerships. Falck also has a great advantage in their competencies 

to operate across business areas, recently exemplified by their introduction of health clinics in 

combination with training facilities in Malaysia and UK as well as their competencies in 

bundling services in packages offered to their clients mainly within assistance services. 

Image: 

The last element in the business model is the strong image of Falck within the Danish market. 

The name Falck is practically synonymous with rescue and emergency and has been for many 

years. Operating in business areas such as assistance and emergency makes Falck extremely 

visible in the streets and the general opinion about Falck is very good: people in Denmark 

regards Falck as a reliable and competent company. In 2011 Falck was ranked 21
st
 on IFO`s 

list of companies with best image in the Danish market.
22

 

When Falck is moving outside of their home market, the strongest selling point is the long 

record of working successfully with the public authorities in Denmark and the image 

developed within the Danish population.
23

 It sends a signal of Falck being reliable and 

capable of producing and maintaining high quality of services, adding the vast experience in 

establishing and developing infrastructure and their competencies in creating synergies within 

their different business units make up a strong and unique business model.   

2.7. Financials 
To give an idea of Falck`s current financial situation key figures and financial ratios are 

illustrated in table 2.7 below. From this table it is evident that Falck has expanded rapidly in 

                                                             
21 E.g. a person involved in a car accident might need psychological as well as physical therapy and will be able 
to receive both treatments in the same clinic. 
22

 IFO - Instituttet for Opinionsanalyse A/S 2011 
23

 Jyskebank (August 2008) - TV-spot: Udover den helt store rampe - Own translation 
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recent years, from 2007 to 2010: revenues have increased by just over DKK 2bn and at the 

same time the number of employees has increased by more than 30% from 15,083 to 19,174
 

24
. While Falck has expanded heavily, it has also managed to increase earnings by DKK 269 

million, thus keeping an average EBITA margin of 9,4%. From the table it is also evident that 

Falck has managed to drive growth through a mix of organic and acquisitive growth. The 

revenue has increased on average by 10.4% annually to which organic growth has contributed 

with an average of close to 6%. Finally it is worth noting the very high Return on Equity.  

Table 2.7: Selected Key Figures and Financial Ratios 

Source: Annual report 2010 p. 6 – own adaption 

2.8. Strategic position and strategy going forward 
When Nordic Capital purchased Falck in 2005 the objective was a major international 

expansion of the core business units, emergency and assistance, as there was no real prospect 

of considerable growth within these areas in Denmark. The strategy also served the purpose 

of decreasing the risk created from the competition authorities’ decision, to allow other 

emergency providers to tender for contracts in Denmark. Along with the strategy of 

expansion Falck launched two new separate business units, healthcare and training, which 

have successfully been implemented. The new owners of Falck have embarked on an overall 
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 With the recent acquisitions this figure is now closer to 23.000 employees, see appendix 1- Countries and 
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2007 2008 2009 2010

Revenue 6,271 7,066 7,529 8,367

EBITA 570 587 721 839

4,143 4,573 4,411 5,364

834 908 1.407 1.788

3,139 3,377 2,577 2,949

% 60.1 32.6 36.0 28.9

% 16.5 12.7 6.6 11.1

% 7.3 9.3 4.3 5.1

% 9.1 8.3 9.6 10.0

15,083 16,044 16,457 19,174

EBITA Margin

Number of employees at year end

Key Ratios

Return on Equity (ROE)

Revenue Growth

Organic Growth

Balance Sheet

Net operating assets including Goodwill

Total Equity

Net interest-bearing debt

Key Figures DKK million

Income statement
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strategy of continued international expansion within all business areas, in the below section 

the strategy of each business unit will be outlined. 

 

Assistance: 

The long term strategy of roadside assistance services is to implement the successful model 

from the Nordic Region to the rest of Europe and build a European roadside assistance 

network in combination with the emergency service stations already present. Within other 

assistance services Falck is expecting strong growth and has recently entered the market for 

TravelCare in the Nordic Countries with a stated target of capturing a third of the Nordic 

market for TravelCare in approximately three years
25

. The establishment of TravelCare, the 

recent entry into the alarm market and the purchase of S Reg AB underlines the intentions of 

growth in the assistance business. 

 

Emergency: 

There is no doubt in CEO Allan Søgaard Larsen`s mind about the long term source of the 

company’s revenues “as soon as Falck is moving outside of its home market, the key area to 

develop and expand within is the emergency business”
 26

. This statement suggests that 

revenue from emergency business will increase compared to the revenue from the other 

business areas in the future and the tendency is already apparent from table 2.8 below:  

 

Table 2.8: Revenue as a percentage of consolidated revenue by business area
27

 

  2008 2009 2010 

Assistance 28.50% 29.00% 29.50% 

Emergency 54.90% 56.70% 57.80% 

Healthcare 18.20% 15.10% 14.30% 

Training 11.80% 12.20% 11.40% 

Elimination -13.40% -13.00% -13.00% 

Source: Annual reports 2009-2010 – own adaption 

 

With a firm platform established within the ambulance business in USA, Latin- and South 

America during 2010 and early 2011, the next step in the emergency strategy is to take 

advantage the recent ruling by the European Court Of Justice to liberate Ambulance services 
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in Europe.
28

 Falck has already established a German organization aimed at tendering for the 

ambulance contracts expected to be offered in Germany and Austria over the next few years. 

It is also part of Falck`s strategy to expand industrial firefighting activities in the near future, 

in the summer of 2011 Falck partnered with UK based Devon & Somerset Fire & Rescue 

Service to develop joint business opportunities throughout the UK and it is anticipated that 

the platform established across the Atlantic can be used to implement industrial fire fighting 

services. Long term, however, it is Falck`s goal to also cover ambulance services in the 

fastest growing markets in the world, namely China, Russia and India. Chairman of the 

Board; Lars Nørby Johansen states that the first step is to establish the business and be 

present in these markets when the growth really start to kick in. Then focus can be shifted to 

extending services to the other business units’.
29

  

 

Healthcare: 

Falck Healthcare is the leading provider in Denmark and although the market is far from 

saturated, Falck has lately started to focus on operations across borders as well. In 2008 the 

Healthcare business was established in Norway and Sweden and strong growth is expected in 

the future primarily in Sweden where extensive restructuring recently took place to better 

accommodate for expected growth. In Europe Falck is also pursuing an expansion strategy, 

illustrated by the acquisition of the Polish company Starowka in March 2011 which makes 

Falck one of the largest privately owned providers of publicly funded healthcare in Poland.
30

 

 

Training:  

Falck`s overall ambition within training activities is to be present in all oil and gas producing 

regions worldwide. In 2010 Falck took an important step towards this target with the opening 

of facilities in UAE and Nigeria and Falck Divisional Director of Training, Peter Svarrer 

stated that “We will be present in new countries such as China, Mexico, Australia and in the 

Northern Africa within the near future”.
31

  

 

In light of the above and with the Danish market for emergency, assistance and training 

generally saturated, revenue from outside Denmark is expected to increase at a much higher 
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rate in the coming years than they have before (see table 2.8.1 below). Especially revenue 

from Rest of the World is expected to play a much more significant part already from 2011 

due to the major acquisitions within emergency services in USA, Latin- and South America. 

Significant growth is also expected within Healthcare, Emergency and Assistance in the 

Nordic Region the next few years although in the long run, assuming that Falck is able to 

establish itself in the European emergency market and in the so-called BRIC-countries
32

, 

revenues from outside Denmark and the Nordic Region are expected to dominate total 

revenue.  

  

Table 2.8.1: Revenue in DKK as a percentage of consolidated revenue by geographical area 

  2007 2008 2009 2010 

Denmark 70.80% 68.10% 65.50% 63.20% 

Nordic Region 14.80% 15.20% 16.40% 18.40% 

Europe 13.10% 14.80% 13.80% 13.00% 

Rest of the World 1.30% 1.90% 4.40% 5.30% 

Source: Annual reports 2007-2010 

3. Strategic analysis 
In this chapter a strategic analysis of Falck A/S is carried out. The analysis is designed to 

identify and understand the internal and external factors affecting Falck`s business model and 

it will cover all four business areas emphasizing the key factors that have influence on each 

area. Minor factors are either left out or mentioned without further analysis. Most attention is 

given to factors affecting the Emergency business unit of Falck which currently accounts for 

57.8%
33

 of the total revenue and is going through a large overseas expansion. The strategic 

analysis will mainly focus on operations in Denmark and examine overseas business areas to 

a lesser extent.   

3.1. Macroeconomic analysis using PEST 

Since Falck is operating in labor intensive service industries with overlapping business areas 

and customers, the four business areas are exposed to many of the same risk factors. For this 

reason the strategic analysis is performed on all business areas simultaneously using the 

PEST framework.  
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Political and legal: 

Failure to properly follow politically set laws and regulations could result in investigations, 

the imposition of penalties or adverse legal judgments by public or private complainants. 

Complying with newly-implemented laws and regulations may also be associated with large 

costs, but new laws can provide opportunities as well. Falck`s business, financial condition 

and results of operations could be significantly affected as a result of political and legal 

factors. The key factors for Falck are
 

 

1. Political decisions regarding public sector operations (Emergency and Healthcare) 

2. Hospital restructuring (Mainly Emergency) 

3. Exposure to lawsuits (Mainly Emergency and Healthcare) 

4. Operating in highly regulated industries (Mainly Training) 

5. Falck`s monopoly status (Mainly Emergency and Assistance) 

6. Opening of European markets (Emergency) 

 

1. Political decisions regarding public sector operations 

Many of Falck's activities in the emergency and healthcare business are based on contracts 

with the public authorities and are therefore greatly exposed to political decisions about 

public-sector operations. With the local government reform in Denmark in 2007, the 

country's municipalities received responsibilities for all health and employment related 

issues, this created a great opportunity for Falck to become the municipalities’ strategic and 

operational partner and contributed positively to strong earnings in both 2007 and 2008. In 

2009, however, in light of the financial crisis many municipalities focused on savings and 

decided to insource some of the healthcare services (primarily staffing services) provided by 

Falck. The insourcing of these services was the main contributor to an overall decrease of 

earnings by 11.1% in the healthcare business in Denmark and the tendency continued in 

2010.
34

 This serves to prove that decisions about public sector operations can significantly 

affect Falck and maybe even more so in the field of emergency, where the regions and 

municipalities are responsible for efficient ambulance and fire fighting services respectively. 

Contracts are tendered every three to five years and if one authority decided to insource some 

of these activities it would have an adverse effect on Falck`s business for a corresponding 
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time period. There is a real risk that Falck will be facing the same issues in all its other 

geographical markets.  

Political decisions regarding public sector operations also provide Falck with opportunities, 

the most likely within healthcare, where hospitals continuously are looking to reduce the 

length of patients' stays in order to minimize costs. This mean a further need for nursing care 

and other healthcare services is likely to arise. 

 

2. Hospital restructuring 

The municipal reform in Denmark included a complete restructuring of the hospital sector 

where some hospitals became more specialized, some hospitals were closed and fewer 

hospitals would keep an emergency unit. For Falck, this means longer distances of ambulance 

transportation and the trend is expected to continue as new hospital plans are implemented.
35

 

This puts further demands on the skills for the paramedics in emergency vehicles and on the 

equipment installed as patients must be treated and stabilized for longer periods of time. In 

the short term this is a threat to Falck as costs of operating ambulances will rise but in the 

longer run, these extra costs will be implemented into the contracts between Falck and the 

Regions and consequently increase Falck`s revenues. The real threat in this scenario are the 

extra costs that falls on the public authorities from the new contracts, at some stage these 

increasing costs may lead them to considering alternatives to Falck`s services. One possible 

solution could be to create accompanying ambulance services to the larger hospitals, but this 

would be a long and costly process with great uncertainty about results and ultimately future 

savings and it is therefore considered a long term threat only.  

 

3. Exposure to lawsuits 

When operating in the safety and healthcare industry there is a significant risk of lawsuits 

alleging malpractices whether it being medical or in terms of deficient training. Similarly, 

ambulance transport services may result in lawsuits concerning vehicle collisions and 

personal injuries, patient care incidents or mistreatment and employee job-related injuries. 

Some of these lawsuits may involve large claim amounts and substantial defense costs. Also 

failure to comply with regulations in the emergency and training business could have 

catastrophic consequences for both clients and the entire group, as relaxed attitudes towards 
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safety regulations could have a damaging influence on how the world perceives Falck as a 

business. 

4. Operating in highly regulated industries 

Both emergency and training businesses are highly regulated with many laws, rules and 

standards that have to be complied with. Politicians make the regulations that deal with 

quality, safety educational level of workers etc. and even small changes in these could have 

significant influence on Falck. Falck`s training facilities are mainly certified at the highest 

ISO standards
36

 which requires large investments and high maintenance costs, if some of the 

standards was made into laws it would provide significant barriers to entry and improve 

Falck`s market position substantially as competitors would be put under pressure to either 

invest or stop providing that service. 

5. Falck`s monopoly status 

Falck`s monopoly status in the emergency business, means they are exposed to claims of 

unfair competition as well as claims of exploiting the market. Falck is already subject to strict 

regulations from the Danish Competition Authority and is closely monitored. So far, 

however, the Danish Competition Authority has allowed Falck’s monopoly status in spite of 

the competition act; presumably because of the indispensable nature of rescue services and 

the lack of other qualified companies. 

In certain situations decision makers could also be reluctant in choosing the monopoly 

company because of lack of transparency in the offers, inability to compare prices or 

likewise. Finally the monopoly status of Falck can block take-over bids as was the case in 

2007 when the Norwegian competition authorities disapproved the acquisition of roadside 

assistance company Viking Redningstjeneste.
37

   

6. Opening of European markets 

The before mentioned ruling by the European Court of Justice has opened up many of the 

European markets for private emergency services. For instance 90% of the German market 

has so far been run by nonprofit organizations the largest being Red Cross,
38

 but the recent 

ruling has allowed Falck to bid for ambulance services there and in other European countries. 
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At this point Falck has made bids on emergency services in Germany and Austria and more 

may come.
39

 If Falck manages to win the contracts and establish itself in these markets, it will 

provide a great opportunity for the future and other business areas could be added more easily 

with a presence already. In the short run, though, preparing tenders for contracts will be 

associated with increased costs and there is no guarantee that Falck will win the contracts. 

Economical: 

Defensive shares refer to companies that produce goods and services that consumers need 

and buy in virtually the same amounts regardless of fluctuations in the national economy. 

This description is very fitting for the sector that Falck is operating in and provides both 

advantages and disadvantages in terms of performance. Falck will not be exposed to great 

declines in earnings when the economy slumps and likewise will not be affected greatly when 

the economy is thriving. The economic factors that will have the greatest influence on Falck 

are thus: 

1. Labor market risks (All) 

2. GDP (Mainly Emergency and Healthcare)  

3. Oil prices (Mainly Emergency and Assistance) 

4. Seasonal factors (Emergency and Assistance) 

 

 

1. Labor market risks 

Falck is a very labor-intensive company and consequently trends in labour costs are a major 

risk factor. In 2007 when the economy was reaching its peak with high growth rates and low 

unemployment levels, Falck entered negotiations with the ambulance industry trade union 3F 

covering ambulance crew from paramedics to assistants. Falck and 3F initially failed to come 

to an agreement which resulted in a 32 day industrial action. In the end an agreement was 

reached, but the resulting wage increases affected Falck`s earnings significantly the 

subsequent years.
40

 Despite this fact the extent to which increases in general labour costs 

affect Falck depends upon Falck`s ability to transfer costs into prices to customers, and 

historically Falck has been good at this
41

  (presumably due to its monopoly position).  
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A different factor related to Falck`s ability to negotiate satisfactory renewals of collective 

bargaining agreements is the damage done to the brand name when industrial actions occur. 

In 2007 (and 2000) customers were being left unattended in the roadside and denied help in 

minor emergency cases. Security, reliability and trust form the foundation of Falck’s identity 

and therefore situations as the one described can be very damaging to the way customers 

think of Falck as a whole. The most recent negotiations were in April 2010 when the 

economy was still recovering from the financial crisis and unemployment levels were at a 

higher level than in 2007. The collective bargaining was agreed upon without much 

commotion which indicates general labour market trends have a significant effect on the 

ability to successfully negotiate collective bargaining’s. The next rounds of negotiations will 

take place in June 2012 and major changes are not expected here either.
42

 

Another risk-factor related to labor is Falck`s ability to successfully recruit and retain 

paramedics, physicians and other healthcare professionals with the qualifications and 

attributes expected. In today’s world, stakeholders (customers, local governments etc.) 

demand increasing degrees of specialization, training and experience from the healthcare 

professionals and paramedics at the expense of performing multiple job functions at the same 

time. Close human contact, often in difficult situations, places great demands on the 

paramedics and their ability to empathize it is therefore now part of their education to 

develop skills within social studies and psychology.
43

 This situation posts additional risks for 

Falck, one is the difficulty of finding, recruiting and training workers with such specialized 

skills the other is the increased salary demanded by employees with higher educations and the 

third is the higher number of workers required as a consequence of substituting the lesser 

skilled staff performing multiple jobs. 

  

2. GDP  

Even though Falck is a provider of largely indispensable services and thus is less vulnerable 

to economic developments such as GDP, some changes can affect Falck. During the 

recession the business areas affected most were the healthcare and training businesses. As 

mentioned before healthcare experienced very low activity in staffing services due to public 

sector insourcing, but significantly lower activity was also caused by downsizing in 

companies which meant fewer potential customers. The training business was affected by 
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generally lower activity in the sectors to whom Falck provide services e.g. the offshore and 

windmill industry.  

On the positive side, rising GDP in mainly developing countries provide a very big 

opportunity for Falck. In the BRIC - countries where the GDP is rapidly growing along with 

expenditure on healthcare services,
44

 great opportunities are present for an establishment of 

healthcare and emergency services. A solid platform has already been established in Brazil, 

contracts have been signed with the Chinese government, who are responsible for tendering 

in the emergency market and offices has been opened in both India and Russia.
45

 Growing 

GDP in the most populated countries in the world represents a great long term opportunity for 

Falck, but will also pose many challenges to overcome. For instance lack of infrastructure, 

which makes it difficult to access patients and will cause vehicles to wear; lack of human 

resources with the required skills that makes recruiting problematic; and corruption with 

regards to tendering for contracts are all issues that have to be dealt with.   

3. Oil prices 

Globally, Falck operates a huge fleet of vehicles which travel thousands of kilometers every 

day and this makes Falck vulnerable to fluctuations in oil prices. When oil prices soared in 

2008, earnings in Denmark fell as a consequence. With the added insecurity caused by recent 

turmoil in Middle Eastern countries and the oil spill disaster in the Gulf of Mexico oil, prices 

are unlikely to stabilize in the near future. Furthermore, as a result of the increasing demand 

and the decline of the reserves of crude oil and natural gas, the prices of crude oil and natural 

gas are expected to continue to rise in the future. This means Falck must expect increased 

fuel costs, although the company has favorable agreements with fuel providers and build-in 

cost mechanisms within the contracts with the public authorities, so only significant 

fluctuations will have a decisive influence on earnings.
46

  

 

4. Seasonal factors 

Another risk factor comes from operating with subscriptions as in the assistance business and 

to a lesser extent healthcare. In these business areas costs increase when customers utilize 

their subscriptions – for instance a rough winter brings high demand for roadside assistance 
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which leads to higher labour costs and has a significant impact on earnings. At this moment 

most of the assistance business is concentrated in Denmark and the rest in the Nordic 

countries. Currently, the business model for Denmark and Sweden is based on subscriptions 

whereas a pay-per-use model is active in Norway and Finland.
47

 Extreme weather conditions 

will thus affect earnings negatively in the former markets and positively in the latter. Since 

the Nordic countries are exposed to the same types of weather conditions and Denmark has 

the largest share of revenue by far, I believe the overall impact of the increasingly extreme 

weather conditions could damage earnings in the long run. 

 

Sociological: 

1. Ageing population (Emergency and Healthcare) 

2. Integration of security and safety services in insurance policies (Assistance) 

 

1. Ageing population 

One of the greatest factors that will influence Falck in the coming years is the ageing 

population. Ageing population and lengthened life expectancies have resulted in more retirees 

and retirees that live longer. Elderly people often have greater need of help and more 

complications which altogether represents an opportunity for increased business in the 

ambulance and healthcare business. In Denmark the baby boomer generation will be entering 

into retirement in the coming years, and the same tendency is apparent in most other 

countries worldwide.
48

 

2. Integration of security and safety services in insurance policies 

Falck cooperates with a large number of insurance companies in providing mainly roadside 

assistance and TravelCare services to clients. This business is expected to grow in the future 

with even more products added to the insurance packages. As lifestyles and health issues 

change so does the demand for safety services and services that create peace of mind e.g. 

crisis therapy and abuse advice. It is expected that Falck will enjoy the benefits of such a 

development in the future.  
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Technological and environmental: 

As for all other businesses in the service industry, technology plays an increasing role in the 

performing of employees’ duties. Especially when dealing with emergencies and potentially 

life threatening situations it is vital to have the latest and most up to date technologies and 

instruments at hand. Thus the key factors affecting Falck are: 

 

1. Technological development (All) 

2. Focus on cleaner environment (Assistance and Training) 

3. Changing threats and risks (Mainly Emergency) 

 

1. Technological development 

Equipment for the purpose of communication with the emergency call center, journey 

planning, diagnosing and treatments requires a significant amount of capital to be continually 

invested into the business and at the same time there are costs associated with adding 

additional key management personnel and retraining of current personnel. The high costs 

associated with keeping up with technological developments will play a role for Falck in the 

future - especially with regards to ambulance services as major developments are being seen 

in telemedicine.
49

 In the field of Training the technological development could also have high 

costs for Falck in connection with purchase of new and more advanced training equipment 

which becomes necessary to keep up with developments in the industries Falck operate in.  

Considering the above, technological advances affect the entire industry and not only Falck. 

Requirements for technological investments will therefore affect competitors to the same 

degree, making it harder for smaller and medium sized companies to cope with the 

requirements for capital. The largest investments will probably occur in the emergency and 

training businesses, which means technology, will form an entry barrier to the industry and 

even have the potential to force out midsized and smaller companies. Specifically for the 

training business, some new technologically advanced products might require staff to be 

retrained and/or obtain certain certificates in order to be able to use these. 

2. Focus on cleaner environment 

The recent focus on cleaner environment and reduction of CO2 has increased demand for 

windmills and represents an opportunity for Falck as a significant provider of safety training 
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in the windmill industry. In the assistance business Falck is providing fleet management 

software which is intended for customers operating a large fleet of vehicles, who are focused 

on cutting costs and improving their environmental profile. So far 2500 busses have been 

equipped with the system, but more pressure from government on companies to reduce CO2 

emissions could cause these numbers to increase over the coming years.
50

  

3. Changing threats and risks 

The increasingly extreme weather conditions worldwide could open opportunities for great 

business in the future. With the establishment of Emergency services in USA, Latin- and 

South America, Falck has moved closer to areas in which natural disasters and weather 

conditions play a bigger part in people’s health and safety. An increase in the number of 

tornados, earthquakes, hurricanes, flooding etc. will increase demand for emergency services. 

Also, the increased risks of terror acts and the internationalization of conflicts (presently in 

the Middle Eastern Countries) could raise demand for safety and security services such as 

crisis management and emergency management. 

3.2 Industry analysis: 

In this section the competitive intensity is determined in each of the four business areas, the 

competitive intensity will help clarify the attractiveness of each industry with regards to 

profitability which will be useful when estimating potential for growth in the next chapter.  

The analysis will be based on the Porter`s five forces framework, but the examination of 

threats of substitute products and the bargaining power of suppliers will be performed 

separately in the section below. The objective is to classify each of the business areas into the 

Boston Consulting Group-matrix to provide a clearer picture of Falck`s strengths and 

weaknesses and the likely future cash flows. 

Substitute products and bargaining power of suppliers: 

Labor intensive service companies like Falck generally have a very low exposure to the threat 

of substitute products. The services provided are to a very large extent non-substitutable; 

especially for ambulance services, roadside assistance and training. For the healthcare 

business, there are no direct substitutes either, but the increased availability of health 
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materials (books, journals, Internet) raises the general knowledge about health issues and the 

development of medicine or alternative forms of treatment may become a threat in the future.  

The character of service industries as labor intensive, places labor as the largest resource for a 

company like Falck and, for a well-organized market as the Danish, the trade unions therefore 

take the role as the largest suppliers. With more than 350.000 members,
51

 the trade union 3F 

is a very powerful supplier who, by threatening with or encouraging members to enter into 

strike, can put severe pressure on Falck in negotiations of wages, work hours etc. For the 

individual business areas suppliers are mainly producers of industry specific equipment, fuel 

and vehicles, Falck is not considered to be dependent on suppliers due to their size, strong 

brand name and access to the world market. 

3.2.1. The Emergency Industry 

The analysis of emergency services has been split into two: one dealing with ambulance 

services the other with firefighting. The industries are relatively similar in Denmark with 

regards to entry barriers and customers, but notable differences exist with regards to market 

competition and revenue levels.  

1. Ambulance services Denmark: 

The Danish Ambulance industry is estimated to be worth DKK 2bn
52

. The market is 

characterized by being close to a monopoly, in which Falck has an estimated 85 %
53

 market 

share and the remaining shares are spread among a number of smaller local ambulance 

providers. The most notable competitors are Roskilde fire brigade, Copenhagen fire brigade 

and Ambulance Company Responce, who are all operating in limited geographic areas and do 

not provide a real overall threat to Falck. 

Generally, the Ambulance Industry is characterized by very high startup and operating costs, 

heavy regulation and the need for a certain level of “know how” and experience. In the 

Danish market for ambulance services Falck has managed to create economies of scale in the 

area of training and education of paramedics and by geographically integrating its services. 

For a potential new competitor, the recruitment process alone would be lengthy, unless staff 

was hired from Falck. This together with Falck’s well established brand name, the strong 
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customer loyalty from a rather attractive customer portfolio make the entry barriers in the 

Ambulance industry in Denmark very high and reduce the likelihood of new Danish 

competitors to a minimum. 

  

Foreign providers entering the Danish market could pose a real threat, however. This actually 

happened in the 2008 when Swedish based Samaritan won 3 of the 5 regions; but in the end 

Samaritan was unable to meet the terms of their own offers and had to withdraw from the 

Danish market altogether.
54

 Still, the same situation could occur again in three to five year 

when the new rounds of negotiations are launched. Falck’s “know how” and high quality of 

service will be the most efficient barrier in this situation and is expected to continue to render 

the likelihood of strong competitors emerging low.  

The public authorities are by far the largest customer for Falck`s services in the Ambulance 

business and the relationship is of a co-dependent kind with Falck being the leading supplier 

in the area. The situation means both parties hold powerful positions, but are unlikely to 

utilize them because a breakdown of the relationship would have significant consequences. 

Naturally, the regions will constantly try to push prices down, but the lack of alternative 

suppliers means the only other alternative is to perform a backward integration as discussed 

in the PEST analysis. All in all the Danish Ambulance industry is subject to very little 

competition, high barriers to entry and relatively low bargaining power of customers, which 

gives Falck a very favorable position.  

Nordic Region: 

Within Emergency in the Nordic region, Falck is the largest private provider of ambulance 

services in Sweden, covering around 25% of the population,
55

 but holds a relatively limited 

position in Norway and Finland.  

The Swedish market consists of two medium sized operators, primarily servicing the capital, 

Stockholm, and approximately 30 smaller ambulance operators operating typically only one 

local service station.
56

 Falck operates 120 Ambulances in Sweden
57

 and amasses revenues of 
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approximately DKK 350 million (2010)
58

 from a total market estimated at minimum DKK 

2.5 bn.
59

  

The Norwegian market is primarily serviced by Red Cross and a number of smaller service 

providers.
60

 There are approximately 550 ambulances in total of which Falck operates 34 and 

has won contracts to service up to another 15 in the coming years.
61

 The market was 

estimated at DKK 1.5 bn. in the prospectus from 2004 with annual growth rates of about 4-

5%, which roughly makes it worth DKK 2 bn. today. It has not been possible to find revenues 

from Norwegian operations in 2010, but in 2009 revenues were around DKK 35 million
62

 and 

activities have more than doubled since then due to contracts won for 2010. Revenues from 

Finish operations were DKK 7 million in 2009 and no significant changes have taken place 

here.     

Europe:  

The European market for ambulance services is extremely fragmented. In many countries, the 

main operator is the local Red Cross organization with some small private ambulance 

companies.
63

 The recent ruling by the European Court of justice, however, has opened 

markets for foreign private operators.  

Falck currently operates ambulances in Slovakia, Poland and Belgium and is the leading 

operator in each of these countries. In Poland Falck has run ambulance since 1993 and is now 

responsible for almost 100 ambulances in the country.
64

 The activities have grown 

considerably over the last couple of years and are expected to increase even further in the 

future. Slovakian Ambulance services were recently out to tender and the results made Falck 

the largest provider covering a third of all ambulances and rescue officers in the country on 

contracts for four years.
65

 In Belgium, Falck operates around 100 ambulances. Revenues 

from Poland, Slovakia and Belgium approximately make up DKK 320 million.
66
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As a result of the European Court of Justice ruling, Falck has been able to tender for 

ambulance operations in some parts of Austria and Germany during 2010 and 2011. 

Furthermore a German organization has been established with the aim of tendering for 

ambulance contracts expected out to tender in the next few years. The German and Austrian 

markets are worth more than DKK 15 bn.
67

 and thus make huge potentials for growth.  

Rest of the world: 

Falck did not have operations outside of Europe until August 2010, but since then Falck have 

acquired four major ambulance companies: Toesa in Brazil; EMI operating in Latin America 

and LifeStar and Care Ambulance, two major operators in USA. With these acquisitions 

Falck, with 600 ambulances, is now the third largest ambulance company in the US, the 

largest service provider in Rio de Janeiro
68

 and market leader in Colombia, Venezuela, 

Panama, El Salvador, Ecuador and Uruguay. In 2010 the acquired companies collectively 

generated revenues in excess of DKK 1.1 bn.
69

 

The main overall growth drivers within the Ambulance business in the coming years: 

The emergency activities in Denmark do not fluctuate materially from year to year due to the 

length of contracts and due to the industry generally being saturated. Thus I expect growth 

rates to be relatively low even if structural changes have lifted these recently. From the above 

characteristics and as a result of the large market shares, Falck`s Ambulance business can be 

identified as a cash cow according to the Boston-Model.
70

 Future growth is expected to be 

organic, and driven by the ageing population as well as increased demand for shorter 

response time and higher quality of service. Emphasis will be on maintaining market shares 

and the establishment of Emergency Medical Services in 2009 was intended to strengthen 

Falck’s position when tendering for contracts in Denmark and a number of other countries in 

the coming years.  
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In Sweden Falck won contracts whose execution began in 2011 and therefore revenues are 

expected to be higher this year. In the coming years it is also expected that operations will 

continue to grow in all Nordic countries.
71

 

Growth in Europe in the coming years is mainly enabled by the opening of markets for 

private ambulance providers. Falck has entered the German market and has participated in 

tenders for contracts in the Austrian market during 2011, but increased activity is also 

expected in Slovakia and Poland after winning new ambulance contracts. In Poland it is 

further expected that public expenditure on the ambulance industry will increase significantly 

due to an agreement reached between the ministry of health and the Trade Union of Medical 

rescue workers.
72

  

With the acquisition of LifeStar and Care Ambulance in USA, Falck has established a solid 

platform for future growth in the world’s largest market.
73

 The strategy will be to develop the 

quality of service and the long term plan is to build a nationwide emergency medical services 

provider.
74

 The US market is expected to provide a strong potential for growth based on the 

changes in demographics.
75

 

With the acquisitions of Toesa and EMI a strong platform has been established within the 

growing pre-hospital services sector in Latin America and especially in Brazil. The 200 

million population of Brazil and general increase in public expenditure on health
76

 leads to 

expectations of growing demand for more and better services within the entire health area; 

and Falck expects to use the platform established to offer other healthcare and assistance 

services in the future.
77

 

It is crucial for Falck`s success in these newly entered countries, that the business model and 

the “Falck spirit” is incorporated to the staff and in particular to the management. The 

management of the acquired companies is used to work- and have things organized in a 
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specific way, to change all this to the “Falck way” is associated with a great deal of risk. High 

demands are further put on Falck`s management to deal with the challenges and complexity 

of operating across cultures in different political settings and with an increasing number of 

staff.   

3.2.1.2 Firefighting services 

Falck is the only private provider of firefighting services in Denmark operating in 66 of 98 

municipalities.
78

 Municipalities are not required to offer tender for services and some of them 

choose to work with local volunteer fire brigades or to rely on their own municipal fire 

division. Therefore Falck does not currently have access to the entire market. In 2010 the 

public expenditure on firefighting services amounted to DKK 1.78 bn. of which DKK 1.05 

bn. was assigned to wages and other administrative cost making total expenditure roughly 

DKK 700 million of which Falck`s share was around 65% or just short of DKK 500 

million.
79

 From 2009 to 2010 the growth rate within public expenditure on firefighting was 

2.4%
80

 which suggests that the market is closer to saturation and large increases in revenues 

are not expected in the future.  

As with the ambulance business the public authorities are by far the largest customer for 

Falck`s services and the relationship is co-dependent. Similarly barriers to entry highly 

resemble those discussed in the Ambulance service section and Falck is not under immediate 

threat of competitors. Thus the market for firefighting services is very favorable to Falck.  

The market for Industrial Fire Services: 

Since 2008, Falck has offered fire services outside of Denmark and obtained contracts in 

Brazil, Germany, the Netherlands, Romania, Slovakia, Spain, Sweden and United 

Kingdom.
81

 Industrial Fire Services is considered a niche market and there are very few 

competitors mainly consisting of in-house corporate fire services.
82

 Falck`s headquarter is 

based in Spain where they are the largest private provider. In Holland, Slovakia and Romania 

Falck have established a good base with a continual flow of new contracts being signed with 

large companies, and more recently a breakthrough was also made in Sweden however in 

Brazil and Germany fire services has only just begun and are limited. In the UK operations 
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was also limited until 2010 when Falck acquired the British Fire and Explosion consultancy 

company Resource Protection International (RPI). The acquisition was primarily made to 

achieve synergies with existing business and further to develop both existing and new 

markets. The estimated revenues in 2010 from Industrial Fire Services amount to DKK 450 

million however the market potential is many times that, in Germany alone there are 800 

different brigades protecting large industrial complexes.
83

 

 

Future growth: 

The Danish market is based on contracts and is deemed saturated making it stable and with 

relatively low expected growth rates in future. In the long term growth level is expected to be 

only 2-3% annually.
84

 With Falck’s favorable position in the market the firefighting business 

area can be characterized as a cash cow according to the Boston-Model.
85

 

Contrary to this, strong growth is expected from operations outside Denmark in the field of 

Industrial Fire Services. In 2011 Falck expects strong growth from the Swedish market - in 

particular after a breakthrough with contracts at two airports and at a nuclear plant, 

additionally growth in connection with RPI is expected in the UK. In the longer run, growth 

is also expected in Germany where the market potential is huge as mentioned above and 

lastly services are planned to expand in the wake of the ambulance services established across 

the Atlantic.
86

 This part of Falck`s business portfolio could probably be identified as a star 

and annual reports also seems to indicate that earnings was positive in both 2009 and 2010, 

although the exact figures have not been accessible. 

 

3.2.2 Assistance 

The analysis of assistance services will be separated into one section dealing with roadside 

assistance and another, dealing with all other assistance services. 

 

Roadside assistance Denmark: 

The total Danish market for Roadside assistance is roughly estimated at DKK 1.55 bn. with 

approximately 2.3 million vehicles making up the potential for subscription contracts for 
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Falck’s roadside services.
87

 The total vehicle fleet is closer to 2.8 million but the lesser 

number is a reflection of some car owners’ aversion to subscribing for roadside assistance - 

these non-subscribers comprise approximately 20 % of the total number of vehicles.
88

 Falck 

has managed to establish a very strong position on the Danish market for roadside assistance 

with an estimated market share of 60%.
89

 The Assistance business in Denmark is dominated 

by two large companies, Falck and Dansk Autohjælp (DAH), and is consequently subject to a 

high degree of competition. Besides these two there are a number of smaller providers, 

mainly marketing/franchise networks.
90

  

 

The roadside assistance industry is generally characterized by relatively low barriers to entry 

in terms of the costs of establishing services, but other specific features of the Danish market 

make significant barriers. A high level of competition between DAH and Falck as well as 

strong brands, many years of experience, knowhow  and economies of scale would make it 

difficult for other companies to gain a foothold and even harder to challenge the companies 

on a national level. In order for other companies to become a serious threat, they would have 

to establish an infrastructure to match the incumbent companies and offer better prices or 

quality of services to gain customers. Therefore it is not probable that a new major competitor 

will emerge, but locally it is not unlikely to see new competitors due to the low costs of 

establishment. 

The customers in the field of assistance are mainly insurance companies, corporations, 

public-sector clients and private subscribers. In a recent report of the roadside assistance 

market it was found that of the total subscribers, 52% signed contracts themselves and the 

remaining 48% were covered through their insurance or likewise.
91

 Obviously the number of 

people covered by insurance companies gives these companies a very strong bargaining 

position, but another significant characteristic was underlined when Falck recently signed an 

agreement with insurance company TopDanmark who represents around 200.000 car owners 

(~7% of all vehicles in DK). TopDanmark was previously customer of the competitor DAH 

and had been for many years, but the ease and low costs of switching made it possible to 

move all 200.000 car owners to Falck at contract expiry. Similarly is it very easy and cheap 
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for individual customers to switch provider albeit prepaid subscriptions hinders immediate 

switches. 

The overall assessment of the roadside assistance business in Denmark is that there is a high 

degree of competition mainly between the two largest suppliers in the market. Barriers to 

entry are relatively low in terms of startup costs on a local level, but very high if ambitions 

are to operate on a national level and customers’ bargaining power is at the high end of the 

scale. Considering these facts and bearing in mind that there are no real substitutes or supplier 

bargaining power, the market conditions are judged in favor of Falck, mainly as a result of 

the large barriers to operate large scale for potential new entrants.   

The roadside assistance market outside Denmark: 

Falck provides roadside assistance in Norway, Sweden, Finland and Estonia. In Estonia 

activities are very limited, but in Norway and Finland Falck is the largest private provider 

covering around 40% and 65% of all vehicles respectively.
92

 The Norwegian market is 

structured in a similar way to the Danish market, but responses are provided on a pay-per-use 

basis as opposed to the subscriptions in Denmark. In the Finish market, Falck provides 

roadside assistance only through insurance companies, and not directly to individual persons. 

It is expected, however, that Falck will start providing services directly.
93

 The Swedish 

market has been harder to penetrate due to an unfavorable structure where roadside assistance 

has traditionally been included in the car insurance. However, this structure is slowly 

changing and more people are taking out private subscription. In the past years the roadside 

assistance market outside Denmark has been growing steadily with yearly inflow of private 

subscribers in the area of 25.000-50.000 annually, and lately also with an increasing number 

of contracts being signed with larger corporations and insurance companies.
94

  

The market for other assistance services 

Recently Falck has expanded assistance activities to a number of new markets. Most notable 

are the establishment of Falck Travelcare, the entry into the alarm market and the purchase of 

S Reg AB, a Swedish-based provider of safety services. The latter mainly offers the 

subscribers recovery from theft or loss of items, such as a bicycle register and a key recovery 
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service, and is expected to provide a platform for cross selling other Falck assistance services 

as well as developing new services in the future.
95

   

 

Falck TravelCare was launched in early 2009 with the immediate strategy of including travel 

assistance in existing subscriptions packages to their clients (e.g. a roadside and travel 

assistance package). In 2010 Falck signed major contracts with TopDanmark and another 

Danish insurance company, ALKA, to provide travel assistance for their customers, which 

altogether increased the revenue expectations for 2011. In this market, however, Falck will 

find itself in strong competition with a number of other Nordic providers most notably 

Danish based SOS International.  

 

In 2008 Falck successfully entered the Danish alarm market, which at that time was 

dominated by two large players DanSikring and G4S. Many companies and private persons 

remembered Falck as an alarm provider from the time with Group4Falck and Falck Securitas 

which helped ease the entry into the market. During 2009 Falck entered the Swedish alarm 

market and in late 2009 Falck`s alarm concepts was approved for larger companies in 

Denmark which meant that about one in three alarms sold in 2010 was a Falck alarm.
96

 

Growth is expected to continue in the coming years. In Estonia and Finland Falck also offers 

a telephone help-desk and emergency aid services for larger companies although revenues are 

limited here.
97

 

Future growth within assistance 

Within roadside assistance Falck has so far been successful in developing new products and 

services to already existing subscribers.
98

 In 2011 revenues are expected to increase due to 

the agreement with TopDanmark, but otherwise no significant changes are expected in the 

growth rates in Denmark in coming years. The market is considered to be saturated and 

revenues have been relatively stable in the past. Therefore future growth will either have to 

come from the 20% non-subscribers or from the competitors, alternatively from increased 

prices, from bundling services or likewise. Considering the Boston-Model Falck`s roadside 

assistance has the typical characteristics of a cash cow.  
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The roadside assistance market outside Denmark contributes with revenues close to DKK 510 

million
99

 annually and is expected to grow substantially in 2011 - mainly due to a contract 

signed with Gjensidige, the largest insurance company in Norway. Gjensidige represents 

700.000 vehicles which meant Falck added approximately one third of all vehicles in Norway 

to the existing customer portfolio when the contract instigated in March 2011.
100

 Responses 

are expected to increase from 120.000 to 170.000 and since assistance is provided on a pay-

per-use basis, significant increases in revenue are also expected. The Swedish and Finnish 

markets are generally considered to have substantial growth potential. Especially the Swedish 

market due to the changing structure, but the short run growth rates are not expected to 

increase dramatically. 

 

Major growth in the future is expected to materialize within other assistance services through 

an intensified cooperation with insurance companies and other corporations. Falck has 

developed a number of new products, and launched new services and initiatives, such as 

moving into the alarm market, the establishment of Falck TravelCare and Sirius Eco Drive. 

Especially the alarm market and Falck TravelCare are expected to drive growth in the future, 

in 2010 Falck underlined this by announcing its intention to capture a third of the Nordic 

market for TravelCare in approximately three years. Assuming the entire Nordic Region as 

the potential market size, the assistance services described above can be characterized as stars 

within the Boston-Model framework. 

3.2.3 Healthcare 

Denmark  

Falck Healthcare is Denmark’s largest private-sector provider of healthcare services and 

operates within four different areas. Employee Health, which is provided to larger companies 

and includes development of healthcare plans, medical examinations etc. public health relates 

to providing services within assistive aids, establishment of healthcare training centers and 

other services for the municipalities. The final two areas are temporary staffing services and 

absence management. Falck has more than 200 health centers located around Denmark 

providing nursing care and a range of treatments and therapy services to private clients. There 

are currently no competitors in the Danish market that can supply the same range of services 

as Falck, but in the individual areas there are some smaller competitors. In May 2011 Falck 
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further improved their market position with the purchase of the second largest provider in 

Denmark “Healthcare Danmark”. By comparison “HealthCare Danmark” provided solutions 

for 130,000 employees in public and private companies whereas Falck Healthcare tends to 

1.6 million citizens with health care schemes.
101

 The largest current competitors are GE 

Healthcare Danmark, DK Healthcare and Dansk Healthcare. 

There are generally very low barriers to entry in the healthcare market as the know-how and 

capital requirements to open and run a healthcare clinic are very low. However, as was the 

case within roadside assistance, in order to become a major player on the healthcare scene, 

major capital requirements are needed to build a sufficient infrastructure and to be able to 

serve the largest corporations.    

The public authorities are the largest customers to Falck`s services in the healthcare business 

and, as with the Emergency business, the relationship is co-dependent and the many years of 

working together with the authorities has made the relationship very strong. That said, the 

threat of local governments to in-source activities is even more imminent in the Healthcare 

sector than was the case in the Emergency business. The costs associated with such a move 

are relatively low and in-sourcing can be completed quickly as Falck experienced during 

2009 when many municipalities decided to in-source staffing services. Falck`s large 

corporate clients including insurance companies and pension funds are also significant and 

they do not have a wide range of alternatives to Falck, who has the necessary product range 

and human resources available to fulfill the demands of each individual company. On the 

other hand these kinds of services can to some degree be considered luxury goods - 

companies are not required nor expected to have health schemes and in-house health clinics, 

but these services are contributing to a healthy and happy workforce. Considering the above 

and keeping in mind Falck`s generally strong image in Denmark, the overall bargaining 

position of corporate clients is probably not very high - even if services can be deemed 

luxuries they are still in high demand especially when the economy is thriving. The smaller 

companies and private clients, however, have more bargaining power as they can easily 

switch provider even if they are bound by contracts for a specific time period.  

Summing up, Falck is considered to have a strong bargaining position considering their solid 

market position and the position as the only provider of supplying wide ranges of services, 
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although offset a little by the threat of in-sourcing and the availability of other suppliers on 

local level. Entry barriers are low, but new major actors are deemed very unlikely to emerge 

which altogether makes Falck`s position in the Healthcare market very favorable.  

Healthcare outside Denmark: 

The Healthcare business was established in 2008 in Norway and Sweden and even though 

this business area has experienced strong growth since then, the market shares are not 

extensive. The Norwegian and Swedish markets for healthcare are more mature than the 

Danish, and they are characterized by a larger number of national competitors.
102

 In the UK 

activities are relatively limited as Falck has only recently entered the market with the 

establishment of two healthcare clinics in connection with Falck Nutec training facilities. In 

Slovakia Falck has been present for many years and has generally experienced steady 

revenues and growth rates from its network of health clinics. A major breakthrough has still 

not been achieved, however. Falck`s healthcare activities in Poland recently experienced a 

geographical expansion through an acquisition of the company Starowka, adding four 

outpatient clinics to the existing 11 and making Falck one of the largest privately owned 

providers of publicly funded healthcare in Poland.
103

 

Future growth in healthcare: 

The growth strategy within healthcare activities in Denmark has previously been acquisitive, 

adding several small and large companies during the past years. The acquisition of Healthcare 

Danmark in 2011 seemed to indicate the acquisitive strategy is still being pursued, but Falck 

has now captured a very large proportion of the Danish market and due to natural limitations 

organic growth is expected to be the main driver in the future. The market is not yet 

considered saturated and growth is expected to come from an intensified cooperation with 

pension companies, insurance companies and other large corporations as well as increased 

business with the public authorities. During 2010 Falck Hjælpemidler won a number of 

contracts to run assistive aid depots for the municipalities and expansion is expected in this 

area. Falck`s homecare services was available in 36 municipalities in 2010, but it is expected 

that citizens in all 98 municipalities can receive these services by the end of 2011.
104
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Outside Denmark, substantial growth is expected in the years ahead, mainly in the Nordic 

area. Specifically the recent restructuring in Sweden has created a much better basis for 

expansion in the area of healthcare services.
105

 In Poland revenues are expected to increase in 

2011 due to the new acquisition, but growth rates are also expected to increase in the future in 

both Poland and Slovakia as a result of the growing public expenditure in the healthcare 

sector.
106

 Finally, Falck recently opened a healthcare clinic in combination with the training 

facilities in Malaysia and opened a healthcare clinic in India as well which will contribute to 

revenues in 2011.  

The healthcare activities primarily consist of subscriptions and long term contracts and are 

therefore expected to provide stable revenues from year to year. Still, as mentioned, extensive 

growth is expected in the future and adding that earnings have been positive throughout the 

years the healthcare business has the characteristics of a star according to the Boston- model.  

3.2.4 Training 

Falck is the world’s leading provider of training services, with 35 facilities in 14 different 

countries worldwide.
107

 The market for safety training in Denmark is dominated by Danish 

suppliers. There are few players, who are in direct competition with Falck. The major ones 

are Esvagt A/S, Procurator A/S and SafetyEksperten Aps, but the extensiveness of their 

services is limited which means the competition is usually in separate areas and not on the 

total solution.
108

 In 2009, 80% of the revenue generated from training in Denmark was from 

courses to the offshore industry,
109

 but lately revenue from the wind mill industry has become 

more significant which is demonstrated by the recent establishment of a height rescue center 

tailored for this industry. 

 

In the Nordic Region Falck operates five facilities around the coast of Norway and is a very 

significant provider of training services for the offshore industry. 

Falck`s European activities are located in Holland, Germany and UK and while the German 

operations have only just started during 2011, the market positions in Holland and UK have 

been firmly established over the past years. Outside of Europe there are only a few global 

competitors, and in the local markets there are often only minor training centers to compete 
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with.
110

 Falck has been operating training centers in Trinidad and Tobago, Brazil and 

Malaysia for some years now and has established a very strong presence in these countries. 

More recently Falck acquired operations in USA, opened large facilities in Nigeria with a 

great deal of success and a facility in the UAE with minor success. Falck has also established 

itself with facilities in Singapore, Vietnam and Thailand while a representative office has 

been opened in Russia. The market for safety training in Denmark is limited however the 

world market is huge and still increasing as the offshore sector develops and as Falck 

expands services to additional industries. It has not been possible to come up with a good 

estimate of the total worldwide worth of training services but no less than DKK 10 bn. is 

probably a cautious estimate.
111

    

 

The market for rescue and safety training is characterized by high capital requirements: the 

startup costs include investments in expensive facilities such as windmill replicas, cranes and 

other advanced technological equipment used in real life at oil rigs etc. Adding to this there 

are high costs associated with complying with ever increasing requirements for providers of 

training. For the Danish market there are natural barriers in the small size market – it is 

simply not profitable to enter the market from scratch because the startup costs exceed the 

potential earnings. One attractive feature about the training business, however, is the earnings 

margin which historically has been high. This high margin alone is likely to attract new 

competitors in the long run.   

The customers are mainly within the offshore, maritime and windmill industry all around the 

world.
112

 Rescue and safety training is not well suited for export because training facilities 

have to be locally rooted and close to customers. The customers are generally large 

corporations such as ship-owners, producers of windmills and oil companies and their 

bargaining power is considered high, although offset by the lack of serious large scale 

competitors to Falck. Most competitors are small and lack both the breadth of services as well 

as the legally required standards and certificates to perform certain training activities at the 

highest level. Thus customers are dependent on Falck to a higher degree and as a result less 

price sensitive which explains the high earnings margin in the industry.  
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Overall, Falck is considered to be in a relatively strong bargaining position to its customers in 

the training industry, which is characterized by a low degree of competition on the overall 

global market and a medium level of competition on the local markets. The large costs 

associated with building training facilities and strict legal requirements are significant 

deterrents of new competitors which mean the training industry seem to be favorably 

structured for Falck for the next few years. In the long run the large earnings margin is 

expected to attract new companies. 

Future growth: 

In Europe relatively high growth rates are expected in the training business for 2011. The 

main reason for this is the newly established height training center in Denmark and the newly 

implemented training facility in Germany. In the long run revenues are expected to be partly 

organic, partly acquisitive and partly through extending training activities to the current 

customers and to other industries such as construction and manufacturing.
113

 

Globally Falck is the main provider of training services to the offshore industry and 

consequently growth is very much related to developments in this industry.
114

  Many of the 

oil producing countries are undergoing rapid economic development and the global 

expenditure on offshore drilling is forecasted to grow at an annual average growth rate of 

about 6.6% until 2015.
115

 One country looking especially lucrative is Brazil whose potential 

is just beginning to emerge after the discovery of huge reserves in the offshore regions.
116

 

With Falck`s firm establishment in this country and with high growth rates expected, Falck is 

in a great position to take advantage of this. Further Falck has recently established training 

centers in a number of Asian countries, and large revenue increases are expected from this 

area in the coming years. In the long run it is Falck`s ambition to be established in all oil and 

gas producing regions of the world
117

 and to accomplish this, significant acquisitive growth 

must be expected in the future. The Training business much resembles the characteristics of a 

star in the Boston-model, with high growth rates, strong earnings and a large market share.  
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3.3 Analysis of internal resources 
The key resources and competencies for Falck was mentioned in the business model in 

section 2.6, and includes; Infrastructure, Competencies and Image. This business model has 

been developed over the past 100 years and is based on the core business areas emergency 

and assistance. When Falck introduced healthcare and training as separate business units in 

2005 it was based on the same model, but along the way, other specific internal resources 

emerged within these units.   

Healthcare: 

Falck has managed to create a network of more than a hundred health centers all around 

Denmark consisting of more than 1,000 counselors and therapists.
118

 No other healthcare 

provider in Denmark has access to such a large and widespread network and can get as close 

to the individual customer as Falck. Neither does any competitor have the size or ability to 

compete with Falck when it comes to range of services and possibility of providing flexible 

services tailored for the individual client. Falck is also capable of establishing in-house health 

clinics for larger companies, a service that requires large investments and access to a greater 

pool of workers. Falck`s competitors are usually small individual health clinics specialized in 

a single field, thus they do not compete on these activities which then provide Falck with a 

significant advantage.  

Outside Denmark Falck has recently been able to penetrate the UK and the Malaysian 

healthcare market through their already established network of training centers. It is a huge 

advantage for Falck that they can establish themselves rather cheaply in foreign countries, 

and when they are established they can use the experience from the Danish market to expand 

and win market shares. 

Training: 

Falck`s key internal resources and competencies within training is their strong competitive 

position in the market as the leading provider of training activities to the offshore and 

maritime sector. With training activities on five different continents Falck is in a unique 

position to serve their customers wherever needed. Falck also have a very strong advantage 

over their competitors in having the financial strength to invest in more superior equipment 

and better facilities within all their activities, this means that Falck can offer training services 
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that live up to the highest international standards and have better possibilities of developing 

new products, like their mobility services in which Falck offers on-site training for the 

offshore industry. It also means that Falck generally does not have to compete on price, since 

their training is superior to the competitors and complies with the highest international 

standards.     

Operating risk factors: 

The overall operating risk is measured by the degree to which the earnings from sales are 

sensitive to changes in Falck`s external environment. As mentioned in the strategic analysis 

Falck is generally providing services that are deemed necessities and is therefore not sensitive 

to cyclical changes. Falck has further established a very strong position in the two new 

business units and in this way decreased dependence on revenue from the emergency and 

assistance businesses. In light of the international expansion, dependence on revenues from 

the Danish market is steadily being reduced but with 65 % of revenue generated in Denmark 

in 2010, Falck is still vulnerable to losing contracts here. Within the individual business units, 

some factors also help reduce risk: the long contracts with the public authorities, which 

provide security and make Falck capable of adjusting capacity levels in the long run. These 

contracts also contain mechanisms to transfer costs (e.g. from rising fuel costs) to the 

customers so only significant external shocks will affect Falck`s profit margin. Finally Falck 

receives large prepayments from subscriptions, mainly from the assistance business, which 

help to finance investments in operations. The greatest risk from external sources is probably 

within training activities. Falck`s business model focuses on providing services at the highest 

standards to customers which means large investments are required. Yet services are not 

provided via prepaid subscriptions or through long term contracts and therefore earnings 

could fluctuate significantly. In light of the above I believe Falck has very low levels of 

operational risk. 

3.4. Summary (SWOT) 
The non-financial value-drivers identified from the external and internal analysis in the above 

section has been summarized in the SWOT- analysis below: 
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Figure 3.1: SWOT-Analysis 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

Strengths: 

From the company introduction it is apparent that Falck is a company built on a very solid 

foundation. The financial capacity of the owners, the experienced and dedicated management 

team and the very strong and well integrated business model are the key reasons why Falck 

have enjoyed national as well as international success in the past. Falck has developed its 

business based on the original values of the company and focused on the core business areas. 

The result is evident from the industry analysis which places Falck in a very favorable 

position within attractive industries. Furthermore, Falck`s business is characterized by low 

operating risks and in Denmark Falck has been working with the public authorities for 

Strengths 

 Financial capacity 

 Management 

 Business model 

 Favorable market position in attractive 

industries 

 Low operational risk (Contracts, 

Prepayments, Non-cyclical products) 

 Attractive customer portfolio 

 Extensive experience and operational 

know-how  
 

Weaknesses 

 Dependence on other industries within 

training (offshore, maritime and 

windmill) 

 Dependence on employees  

Opportunities 

 Growing markets outside home market 

 Ageing population 

 Changing demand patterns for safety 

services 

 Increased demand for security services in 

response to increased terror threat and 
natural disasters 

 Partnering with pension and insurance 

companies 

 Operating in highly regulated and 

technologically advanced industries 

 

Threats 

 Public sector insourcing  

 Exposure to lawsuits 

 Competition authorities  

 Labor market trends and strength of 

Trade Union 

 Oil prices 

 Extreme weather in Nordic Region 

 Competition within growth markets and 

local markets  

 Doing business on common values in 

different cultures 

 Danish market for emergency and 

assistance is saturated 
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decades and through that relationship, built a strong brand name and image within the general 

population. Falck has gained invaluable experience and know-how in the operating 

conditions of the industries and significant strength in terms of an effective cost management 

which altogether help increase the entry barriers to new providers. The experience gained 

within operations in Denmark has been put to use in overseas markets where great networks 

and strong platforms for further growth have been established. The overseas operations have 

been taking place for a number of years and Falck has gained valuable experience in working 

across borders. This has also strengthened the profile internationally and made Falck capable 

of expanding even further.  

Weaknesses: 

Within the training business Falck is to a very high degree dependent on trends within other 

industries, especially the offshore industry plays a huge part in the success of the training 

business. Since the training business is also very capital intensive and continuously requires 

major investments, it is vital for Falck to spread the risk in this business and not be dependent 

on one industry. Another weakness is Falck`s dependence on employees, due to Falck 

generally operating with contracts, strikes and labor shortages could result in breaches of 

these and compromise the brand name and values that Falck represents. 

Opportunities: 

In the near future significant factors provide great opportunities for Falck. The biggest factor 

is probably the growing markets outside of Denmark within healthcare, emergency and 

training. The extremely fragmented European ambulance market is opening up, public 

expenditure on healthcare is increasing rapidly in Eastern European countries and high levels 

of growth in GDP and healthcare expenditure is also seen in the BRIC countries. Falck is 

already present in the Brazilian market, but it is Falck`s ambition to be established in the 

other BRIC countries as well, and there is huge potential for growth within these. With the 

large acquisitions across the Atlantic Falck is also ready to reap the benefits of growing 

markets in Latin America, and in the US it is Falck`s objective to establish a nationwide 

emergency service as well as taking advantage of the demographical changes with an ageing 

population. In the longer run Falck also has a great opportunity of providing other services 

through the already established international networks.  

Threats: 
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Falck`s largest challenge ahead lies within the incorporation of the newly acquired companies 

into the Falck business model and corps spirit. There are many threats associated with 

operating across cultures: bureaucracy, political climate, corruption, managerial reluctance, to 

mention but a few. If Falck fails to incorporate the companies, it could become a very costly 

affair or an even worse scenario: a corruption scandal or similar would damage the Falck 

image significantly. 

Other immediate threats include public decisions to insource activities, which have had 

consequences for Falck in the past. With rising costs of outsourcing ambulance and 

healthcare services, the public authorities have to consider alternatives to Falck`s service and 

a decision to insource activities could mean serious loss of revenue to Falck. Also trends 

within the labor market pose a significant threat to Falck; the strong trade union will 

continually push for wage increases and other improvements for workers using industrial 

action as threat. Heightened demands for specialized skills are also likely to increase overall 

staff costs in the future. Historically Falck has been very dependent on revenue and earnings 

from the Danish market. In the past years this dependence has decreased, although 65 % of 

revenues still originate from this market. This situation makes Falck vulnerable to dramatic 

changes: the loss of an ambulance contract within a region would result in substantially lower 

revenues for the entire group at least until the next round of negotiations. The large 

dependence on the Danish market has probably played a key part in the formation of the 

internationalization strategy as has the fact that both the emergency- and the assistance 

businesses are very close to saturation in Denmark. It is still a threat to Falck though, that the 

two major business areas, within Falck`s home market have little or no potential to grow. 

Lastly there is a significant threat of new competitors emerging within the growth markets 

that Falck are operating in. In the long run it is expected that supernormal profits will have 

disappeared due to competitive pressure. The increased competition with DAH in Denmark 

within roadside assistance will also push margins as will local operators in local markets.  

4. Financial Analysis 
In this chapter the purpose is to assess the future profitability and growth potential of Falck 

by analyzing financial results published in Falck`s annual reports in the period 2007-2010. 

The financial analysis will be performed on all business units as one since Falck does not 

provide enough financial info on each separate unit and the presence of intercompany 

transactions blur the individual underlying financials.  
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In order to compare figures in a time series analysis, the financial statements have to be 

reformulated to remove any possible sources of noise. The equity statement will be 

reformulated with the purpose of identifying comprehensive income in order to exclude the 

effects of changing ownership interest. The reformulation of the balance sheet and income 

statement serves the purpose of separating operating income from financial income and thus 

identify the main drivers of growth and return on capital (ROE) which is later used for 

budgeting and valuation purposes. Finally the reformulation of the cash flow statement serves 

the purpose of evaluating Falck`s ability to create free cash flows (FCF) in the future, which 

is necessary to meet liquidity obligations and investment needs.
119

  

4.1. Accounting principles and auditors` report 

Prior to 2007, Falck prepared its annual reports in accordance with Danish GAAP. However, 

subsequent to 2007 Falck has prepared its annual reports in accordance with IFRS. This 

means the financials prior to 2007 would have to be adjusted to allow for comparability due 

to differences in accounting principles and for this reason, only financials from 2007-2010 

are considered in this analysis. In 2010, however, new financial reporting regulations also had 

a minor influence on the financial statements. The effect of IFRS 3 Business Combinations 

and IAS 27 Consolidated and Separate Financial Statements was a reduction of profit for the 

year by DKK 22 million and a reduction of equity and balance sheet (goodwill) by DKK 49 

million.
120

 

The correction made to the statement is as follows: 

 Equity statement 

Primo equity value 2010 is increased by DKK 49 million and profits for the year is increased 

by DKK 22 million.  

 Income statement 

The DKK 22 million increase in profits corresponds to an increase in revenue by DKK 31 

million and an increase in tax by DKK 9 million, calculated using the reported effective tax 

rate for the year (28.6%)
121

  

 Balance sheet 

                                                             
119 All reformulated statements are shown in details with calculations on the accompanying CD  
120
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121

 Falck annual report 2010 p. 73 – note 13, income taxes 



 53 

Goodwill is increased by DKK 49 million and the DKK 22 million increase in profit is 

divided between a DKK 31 million increase in cash and a DKK 9 million increase in deferred 

tax. 

Annual reports from 2007-2010 have been audited by KPMG, who has not raised any 

concerns. It is therefore assumed that the financials provided are truthfully represented. 

4.2. Reformulating the equity statement 
The equity statement has been reformulated to separate dirty-surplus accounts from total 

comprehensive income in order to identify profitability and ROE which are the main drivers 

of shareholder value.   

Figure 4.2: Reformulated equity statement 
 

    
DKK million 2007 2008 2009 2010 

Equity Beginning of year 424 694 885 1395 

Transactions with shareholders         

Share repurchases 0 -3 -5 -6 

Proceeds from issuing shares 0 0 0 30 

Capital increase 0 12 39 0 

Profit/Loss associated with options 0 0 0 -27 

Profit/Loss associated with warrants 0 0 1 -307 

Net income to shareholders 0 9 35 -310 

Profit for the year 286 257 402 466 

Other comprehensive income -16 -75 24 243 

Total comprehensive income 270 182 426 709 

Equity End of year 694 885 1346 1794 

Source: own creation – based on official equity statement 

As can be seen from the figure equity has increased significantly over the past four years as a 

result of positive results and notably also other comprehensive income in 2010 which was 

mainly attributable to value adjustments of available-for-sale securities and positive foreign 

exchange differences. In 2008 total comprehensive income decreased as a result of lower 

earnings and negative fluctuations in exchange rates, but since then total comprehensive 

income has more than tripled. The most remarkable transaction with shareholders is the 

buyback of warrants from the executive management board in relation to the alteration of 

ownership in December 2010. The Lundbeck Foundation purchased 36% of shares in Falck 

which prompted the group to acquire the existing warrants through a cash buyback at market 
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value.
122

 It is also apparent from figure 4.2 that the owners have injected capital into Falck in 

both 2008 and 2009 whereas shares worth DKK 30 million were issued in 2010.  

4.3. Reformulating the balance sheet  
The balance sheet has been reformulated with the purpose of identifying the sources of 

growth and profitability recognized in the equity statement.  It is Falck`s operating activities 

that create value for shareholders and the financial activities serve the purpose of financing 

operations. Therefore it is necessary to split operating activities from financial activities in 

the balance sheet. Further it is necessary to separate the core operating activities from the 

non-core operating activities since these items are not related to the value creating operations. 

The most notable corrections made to the balance sheet are as follows: 

1. Capitalizing operating leases. 

2. Reformulating pension assets from operating activities to non-core operating 

activities. 

Financial lease refers to leasing of an asset which gives the lessee the right of disposal in the 

majority of the assets` lifetime and is thus recorded as a tangible asset in the balance sheet. 

Operational leases, however, do not transfer ownership to the lessee and are subsequently 

recorded as costs in the income statement because they are expected to be temporary costs. In 

the reformulated balance sheet operationally leased assets are capitalized since vehicles and 

buildings are vital for Falck`s daily operations and Falck is likely to hold them for the 

majority of their lifetime. Leasing liabilities are recognized under financial liabilities and 

calculated as net present value given by the notes in the annual reports. The lease payments 

recognized in the income statement are deducted from the entity "other external cost" and 

expenses related to operational lease are then allocated between interest expense and 

depreciation.
123

 

Pension obligations/assets are calculated in the notes and only the net result is recorded in the 

balance sheet. If the obligation is larger than the assets, it is recorded as a "pension 

obligation" under liabilities; otherwise it is recorded as an asset under "other receivables". In 
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the reformulated balance, all pension assets have been recorded under non-core operating 

assets and all pension obligations have been recorded under operating liabilities.
124

 

Figure 4.3: Reformulated Balance Sheet 

Operating assets 2007 2008 2009 2010 

Goodwill 3,594 3,897 4,075 4,760 

Intangible assets from acquisitions 28 93 81 261 

Other intangible assets 56 78 94 97 

Land and Buildings 751 722 726 712 

Leasehold improvements 40 56 56 57 

Fixtures and fittings, tools and equipment 715 776 812 795 

Operationally leased assets 1,206 1,222 1,346 1,444 

Deferred tax assets 26 40 67 75 

Inventories 34 41 41 60 

Trade Receivables 555 609 741 1,088 

Receivables from associates 0 0 0 21 

Other receivables 113 143 154 244 

Prepayments 59 74 102 131 

Operating cash 31 35 38 42 

Core operating assets 7,208 7,786 8,333 9,787 

Pension obligation 70 72 75 24 

Other employee obligations 44 40 36 32 

Deferred tax 128 103 160 289 

Provisions, non-current 36 221 287 422 

Provisions for acquisitions of operations and non-controlling interests 23 29 10 69 

Other provisions 0 3 2 20 

Trade payables 328 308 400 581 

Income taxes 15 24 22 40 

Other payables 530 609 811 802 

Deferred Income 872 885 1,218 1,294 

Operating liabilities 2,046 2,294 3,021 3,573 

Core net operating assets 5,162 5,492 5,312 6,214 

Investments in associates 2 2 3 23 

Other investments 0 0 0 1 

Pension assets 53 49 56 26 

Non-core operating assets 55 51 59 50 

Net operating assets 5,217 5,543 5,371 6,264 

Securities 69 92 145 372 

Cash 282 321 500 428 

Financial assets 351 413 645 800 

Operationally leased assets 1,206 1,222 1,346 1,444 

Interests payable 1 1 3 1 

Credit institutions, non-current 3,086 3,249 2,969 3,159 

Credit institutions, current 441 576 291 601 

Financial liabilities 4,734 5,048 4,609 5,205 

Net financial liabilities 4,383 4,635 3,964 4,405 

Equity 834 908 1,407 1,859 

Non-controlling interests 140 23 61 65 

Equity attributable to parent company 694 885 1,346 1,794 

Total Equity 5,217 5,543 5,371 6,264 

Source: Own creation – based on official balance sheet 
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Goodwill is by far the most significant operating asset. It relates to the value of Falck above 

the value of their assets and is the sum of know-how, brand name, image etc. The significant 

increases in the past four years primarily relate to acquisition of companies - when Falck 

acquires a new company, the price paid is usually more than the company is worth in assets 

thus the extra price paid is mainly recognized as goodwill and/or intangible assets from 

acquisitions in the balance sheet. As can be seen, the value of intangible assets from 

acquisitions also increased significantly in 2010 compared to previous years. Other than 

goodwill, the main value of operating assets comes from operating lease, mainly vehicles and 

buildings;
125

 other tangible assets such as land and equipment; and trade receivables which 

have almost doubled in the analysis period. The large increase in trade receivables in 2010 

primarily related to higher pay-per-use activity in the assistance business due to the tough 

winter weather and to growing activity in TravelCare and training at the end of the year. This 

increase was to some extent offset by an increase in prepayments from customers and lower 

capital investments.
126

 When disregarding goodwill, the net operating assets increased by 

DKK 208 million which was mainly attributable to acquisitions.
127

 Equity attributable to 

Falck rose by 33% to DKK 1,794 million.  

4.4. Reformulating the income statement 
As with the balance sheet, the income statement has been reformulated by separating 

operating and financial activities as well as separating operating income from non-core 

operating income, dirty surplus items from the equity statement have been included in order 

to report the income on a comprehensive level.  

The major corrections made to the income statement are as follows: 

1. Allocation of tax 

2. Reposting exceptional items 

In the official income statement tax has been reported on profits that include both financial 

and operating activities. However, in order to analyze these components individually, tax has 

to be split up and allocated to each activity. The corporate tax rate
128

 is used to calculate the 

tax shield gained on net financial costs and the tax shield is then added to the reported tax in 

                                                             
125 Annual report 2010 p. 89 – note 35 
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the official income statement to find the actual tax on total operating activities. Finally the tax 

has to be allocated between core operating activities and non-core operating activities.
129

  

In 2010 the official income statement included an elaboration of two posts included in total 

costs, a new item compared to previous years called: “Amortization of intangible assets and 

costs from business combinations”; and “Exceptional item”. The exceptional item refers to 

costs of DKK 26 million in preparation for a potential IPO and has been deducted from other 

external cost and reposted as a non-core operating cost. Amortization of intangible assets is 

recorded under amortization and depreciation
130

 with a value of DKK 27 million. It is not 

stated explicitly where costs of DKK 23 million from business combinations are recorded, 

but by exclusion they are most likely recorded in other external costs.  

Figure 4.4: Reformulated Income Statement 

DKK million 2007 2008 2009 2010 

Revenue 6,271 7,066 7,529 8,398 

Cost of sales and external assistance -729 -848 -865 -1,149 

Other external costs -1,037 -1,152 -1,116 -1,262 

Staff costs -3,600 -4,092 -4,362 -4,655 

Operating profit from sales (before tax) 905 974 1,186 1,332 

Tax on operating profit -217 -248 -320 -357 

Operating profit from sales (after tax) 688 726 866 975 

Other operating income 61 28 41 70 

Exceptional items 17 0 0 -26 

Income after tax from associates 0 -1 -1 0 

Dirty Surplus related to operations (after tax) -14 -48 44 242 

Amortisation and depreciation of other intangible assets -245 -254 -268 -278 

Amortisation of intangible assets from acquisitions* -9 -14 -19 -29 

Depreciation of leases -81 -81 -177 -210 

Non-core operating costs (before tax) -271 -370 -380 -231 

Tax on other operating costs 64 80 106 118 

Non-core operating costs (after tax) -207 -290 -275 -113 

Net operating profit (after tax) (NOPAT) 482 436 591 862 

Financial Income 36 26 52 33 

Financial Expenses -212 -226 -165 -155 

Interest expense from lease -70 -79 -61 -65 

Net financial costs (before tax) -246 -279 -174 -187 

Tax shield on financial costs 62 70 43 47 

Net financial costs (after tax) -185 -209 -130 -140 

Dirty Surplus related to financials -2 -27 -20 1 

Total comprehensive income  295 200 441 723 

Non-controlling interests 25 18 15 14 
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Total comprehensive income attributable to parent company 270 182 426 709 

* The item is new compared to the official statement 
    Source: Own creation - based on official income statement 

As can be seen from the reformulated income statement revenue has increased by more than 

DKK 2 bn. in the past four years. From 2009 to 2010 alone the increase was nearly DKK 1 

bn. - an increase of 11.1 % of which organic growth contributed 5.1 percentage points.  

Net operating profits decreased in 2008 mainly due to unfavorable fluctuations in exchange 

rates but since then they have increased. In 2010 alone operating profits increased by DKK 

271 million of which profit from sales contributed DKK 109 million (40%). Other operating 

income mainly relates to gains from sale of assets and to rent of premises to volunteer fire 

brigade or similar tenants.
131

 

4.5. Reformulating the cash flow statement 
The cash flow statement has been reformulated with the purpose of identifying the cash flows 

that are relevant for analysis purposes. In the DCF valuation model, the expected future free 

cash flows (FCF) are discounted to find the value of the company. The free cash flow 

therefore has to be identified and is calculated as the difference between the cash flow from 

operations and the cash flow from investments in operations. 

The corrections to the cash flow statement are as follows: 

1. Allocation of tax 

2. Reclassifying changes to cash reserves 

3. Effects from investments in and divestments of other companies 

4. Transactions in financial assets 

Since cash flow from operations after tax must be separated from cash flow from financing 

activities after tax, an allocation of tax is necessary. In the reformulated cash flow statement 

net financials after tax must be reclassified as a financing activity. To get a cash flow from 

operations that are independent of the capital structure, the net financials after tax are added 

to the reported cash flow from operations.
132
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When Falck allocates more cash to operations, it is anticipated as an investment and has thus 

been recognized as a negative cash flow from investing activities. When changes are made to 

the cash reserve, it is stated as a financial activity and recognized under financing activities. 

The reported changes do not include the alterations to operating cash and this has been 

corrected.
133

 

When purchasing or selling a company, the amount recorded in the cash flow statement is the 

amount paid in cash less the cash acquired from the company. The balance sheet, however, 

includes and details all assets and liabilities from the acquired companies, which 

subsequently affect calculations of the free cash flow. In order to adjust for the difference in 

calculations of the free cash flow, the acquired interest bearing debt has been added to cash 

flow from investing activities and subtracted from cash flow from financing activities.
134

  

Investment in shares and securities is a placement of the free cash flow rather than a 

reduction. If it is placed as an investing activity, it will look as if Falck has decreased the free 

cash flow and for this reason the amount has been deducted from the investing activities and 

added to the financing activities.
135

 

 Figure 4.5: Reformulated Cash Flow Statement 2007-2010 (DKK million) 

Reformulated Cash Flow Statement 2007-2010 (DKK million)     

DKK million 2007 2008 2009 2010 

Cash flow from operating activities         

Reported cash flow from operating activities 449 575 1.063 546 

Net financials after tax 164 125 97 107 

  613 700 1.160 653 

Cash flow from investing activities         

Reported cash flow from investing activities -272 -735 -363 -832 

Investment in operating cash 4 4 2 4 

Interest bearing debt acquired 17 46 0 43 

Reported investments in/ sale of other shares and securities 175 0 -28 -45 

  -434 -693 -337 -748 

Corrected free cash flow (FCF) 179 7 822 -95 

Cash flow from financing activities         

Interest-bearing debt raised 3.025 392 0 777 

Repayment of and change in interests-bearing debt -3.114 -130 -553 -299 

Change in financial activities 74 94 170 -124 

Interest bearing debt acquired 17 46 0 43 

Net financials after tax 164 125 97 107 

Reported investments in/ sale of other shares and securities 175 0 -28 -45 

  -169 -3 -847 407 

Equity financing         

Dividends paid to non-controlling interests -10 -13 -10 -29 

Other movements relating to shareholders 0 9 35 -283 
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  -10 -4 25 -312 

Total -179 -7 -822 95 

 Source: Own creation – based on official cash flow statement 

The cash generated in 2010 from operating activities has been used for investments in other 

companies. In 2009 the acquired companies were relatively small and an unusually high 

amount of cash was generated due to a significant change in operating payables. In 2010, 

however, cash from operating activities was back to the levels from 2007 and 2008 and the 

companies acquired were large and required substantial investments resulting in a negative 

free cash flow in 2010. 

In 2009 the large free cash flow was used to repay a substantial amount of interest bearing 

debt and the rest was saved as cash reserves. In 2010 the large acquisitions were partly 

financed by the cash generated from operations, partly from cash reserves, but most 

significantly by raising debt. The buyback of warrants to the executives was also financed by 

this debt.   

4.6. Part conclusion 
Based on the reformulated financial statements, it is evident that equity has increased 

significantly due to strong profits and due to large annual increases in goodwill related to 

acquisitions. Revenue has increased by more than DKK 2 bn. over the past four years, and 

since 2008 total comprehensive income has also increased substantially.  Cash flows over the 

past four years have fluctuated significantly - mainly due to a number of acquisitions 

requiring heavy investments.
136

  

4.7. Analysis of profitability and risk 
The purpose of this chapter is to identify and analyze the underlying drivers of ROE in order 

to be able to estimate the future value used for budgeting purposes.
137

 The ROE will be 

decomposed into three levels which will be examined using the extended DuPont model. At 

first level operating activities will be split from financial activities and financial leverage 

analyzed. At second level Return on Invested Capital (ROIC) is split into profit margin (PM) 
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and asset turnover (ATO) and at the third level profit margin and asset turnover are further 

decomposed. Finally an analysis of the financial risk will be performed.
138

  

 

ROE is calculated as
139

: 

ROE = (ROIC + (FGEAR*SPREAD))*NS 

 

The first level analyzes financial leverage:  (FGEAR*SPREAD) and NS 

The second level analyzes ROIC: ROIC = PM*ATO 

The third level analyzes underlying factors related to PM and ATO. 

  

Figure 4.7.1: Level 1 Decomposing of ROE and analysis of financial leverage 

Core Profitability (From sales and other income) 

Level 1 2007 2008 2009 2010 

ROE 
 

31.8% 36.2% 31.6% 

ROIC 
 

9.0% 10.0% 11.1% 

  
   

  

Analysis of financial leverage 
   

  

ROIC 
 

9.0% 10.0% 11.1% 

FGEAR 
 

5.18 3.71 2.56 

r 
 

4.6% 3.0% 3.4% 

SPREAD 
 

4.4% 7.0% 7.8% 

NS   1.00 1.00 1.02 

  
   

  

  
   

  

Level 2 2007 2008 2009 2010 

Analysis of ROIC 
   

  

ROIC 
 

9.0% 10.0% 11.1% 

ROIC (without goodwill) 
 

29.7% 37.3% 46.2% 

PM 7.6% 6.9% 7.3% 7.7% 

ATO 
 

1.31 1.38 1.44 

ATO (without goodwill)   4.32 5.12 6.00 

  
   

  

Level 3 2007 2008 2009 2010 

PM-drivers (%)         

Gross margin 88.4% 88.0% 88.5% 86.3% 

Cost of Sales and external assistance -11.6% -12.0% -11.5% -13.7% 

Other external costs -16.5% -16.3% -14.8% -15.0% 

Administration costs -57.4% -57.9% -57.9% -55.4% 

PMsales (before tax) 14.4% 13.8% 15.8% 15.9% 

Tax -3.5% -3.5% -4.3% -4.2% 

PMsales 10.9% 10.3% 11.5% 11.7% 

Non-core operating costs (after tax) -3.3% -3.4% -4.2% -4.0% 

                                                             
138 All figures in this chapter are drawn from the reformulated financial statements and figures from the 
balance sheet are calculated as averages for year in question. Calculations can be found on the CD 
139

 See appendix four for explanations of variables 



 62 

PM 7.6% 6.9% 7.3% 7.7% 

Source: Own creation, based on reformulated financial statements 

As can be seen from the above figure, ROE increased from 2008 to 2009, but returned to the 

2008 level in 2010. Return on equity is high and mainly driven by an increasing ROIC. It is a 

very positive sign that financial leverage (FGEAR) is decreasing while ROE is increasing 

because it shows that Falck has been able to increase the return to shareholders from 

operating activities and not as a result of taking on more debt. It should be noted, however, 

that financial leverage is still high at 2.56. The positive SPREAD is mainly attributable to the 

increasing ROIC and indicates that Falck generates a positive return from its debt financing.  

Figure 4.7.2: Level 2 and 3; decomposing ROIC, Profit Margin and Asset Turnover 

Level 3 2007 2008 2009 2010 

PM-drivers (%) 
    Gross margin 88.4% 88.0% 88.5% 86.3% 

Cost of Sales and external assistance -11.6% -12.0% -11.5% -13.7% 

Other external costs -16.5% -16.3% -14.8% -15.0% 

Administration costs -57.4% -57.9% -57.9% -55.4% 

PMsales (before tax) 14.4% 13.8% 15.8% 15.9% 

Tax -3.5% -3.5% -4.3% -4.2% 

PMsales 11.0% 10.3% 11.5% 11.6% 

Non-core operating costs (after tax) -3.3% -4.1% -3.6% -1.3% 

PM 7.7% 6.2% 7.9% 10.3% 

     ATO-drivers (inverse) 
    Goodwill 
 

0.530 0.529 0.526 

Intangible assets 
 

0.018 0.023 0.032 

Operational leased assets 
 

0.172 0.171 0.166 

Other tangible assets 
 

0.217 0.209 0.188 

Receivables 
 

0.110 0.121 0.148 

Other core operating assets   0.015 0.017 0.019 

  
1.061 1.070 1.079 

Deferred tax 
 

-0.016 -0.017 -0.027 

Payables 
 

-0.126 -0.141 -0.154 

Other operating liabilities   -0.165 -0.194 -0.211 

1/ATO (Core net operating assets) 
 

0.754 0.717 0.686 

1/ATO (Non-core net operating assets)   0.008 0.007 0.006 

1/ATO (net operating assets)   0.761 0.725 0.693 

1/ATO (net operating assets w/o goodwill) 0.231 0.195 0.167 

     Net working capital 
 

-0.137 -0.156 -0.155 

Non-current core net operating assets 
 

0.891 0.873 0.841 

1/ATO (Core net operating assets)   0.754 0.717 0.686 

1/ATO (Core net operating assets w/o Goodwill) 0.224 0.188 0.160 

 Source: Own creation based on reformulated statements 

From the second and third level in the DuPont-model above, it is evident that from 2007 to 

2010 there has been an increase in the profit margin from 7.7 % to 10.3 % even though it was 

down to 6.2 % in 2008. Some of the improvement is related to restructuring of healthcare and 

training activities in Denmark, Sweden and Norway. The increase in ROIC including 
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goodwill is to a very high degree driven by the profit margin which also compensates for a 

relatively low asset turnover. When decomposing the profit margin and asset turnover, it is 

evident that goodwill is the main reason why asset turnover is low: almost half of the core-

operating assets are tied to goodwill and consequently asset turnover without goodwill is 

calculated at a much higher level. ROIC without goodwill is therefore also significantly 

higher and driven by both asset turnover and the profit margin. The profit margin from sales 

only changed by 0.1 percentage point from 2009 to 2010
140

 thus the increase in the profit 

margin of 2.4 percentage points was mainly attributable to a large decrease in non-core 

operating costs. It is worth noting that throughout the period, Falck had negative net working 

capital, which is possible due to the low level of inventory and the resulting high asset 

turnover (disregarding goodwill). The figure 1/ATO (core net operating asset) shows how 

much needs to be invested in order to generate DKK 1 from sales so the fact that the figure 

steadily decreases over the period is positive for Falck. The structure with a high profit 

margin and high asset turnover (disregarding goodwill) is typical for a capital intensive 

service company with Falck`s strong market position.
141

   

 

4.7.1 Trend analysis 

A trend analysis is a useful tool to analyze the development in financial posts in order to 

identify possible problem areas or information as to which direction the company is heading.   

 

Table 4.7.1: Trend analysis  

Reformulated Income Statement 2007 - 2010 Base year       

DKK million 2007=100 2008 2009 2010 

Revenue 6,271 112.7 120.1 133.9 

Cost of sales and external assistance 729 116.3 118.7 157.6 

Gross profit 5,542 112.2 120.2 130.8 

Staff costs and other external costs 4,637 113.1 118.1 127.6 

Operating profit from sales (before tax) 905 107.6 131.0 147.2 

Operating profit from sales (after tax) 688 105.5 125.8 141.7 

Total operating profit (after tax) 482 90.6 122.8 179.1 

Total comprehensive income attributable to parent company 270 67.4 157.8 262.6 

     Reformulated Balance sheet 2007-2010 Base year       

DKK million 2007=100 2008 2009 2010 

Goodwill 3,594 108.4 113.4 132.4 

Other intangible assets 84 203.6 208.3 426.2 

Tangible assets 2,712 102.4 108.4 110.9 

Receivables 727 113.6 137.1 204.1 

Other assets 57 131.3 182.5 204.0 

Operating liabilities 2,046 112.1 147.7 174.6 

                                                             
140

 There was some restructuring of costs where movements of sales and administrative cost offset each other.  
141

 Sørensen p. 265 
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Net operating assets 5,217 106.2 102.9 120.1 

Net financial liabilities 4,383 105.7 90.4 100.5 

Equity 834 108.9 168.7 222.9 

Non-controlling interests 140 16.4 43.6 46.4 

Equity attributable to parent company 694 127.5 193.9 258.5 

Source: Own calculations based on reformulated statements 

 

From the above table it is worth noting that operating profits from sales has increased by 

more than revenue, thus profitability has improved. The large difference between total 

operating profits and profits from sales in 2010 indicates that a lot of the profits generated 

were from non-recurring or other operating income. From developments in the Balance sheet 

it is apparent that goodwill have increased by 32.4% over the period and other intangible 

assets have more than quadrupled, both increases are due to the many acquisitions over the 

years.  Net operating assets have not increased at the same rate as net revenues, thus 

indicating that Falck have been better at utilizing capital. Equity has more than doubled in the 

four years while financial liabilities have been kept at the same level, which suggests that 

financial leverage has significantly decreased. 

4.8. Financial Risk Factors 
Falck has financed its investments using equity, cash reserves (generated from operating 

activities) and by raising debt. In this section the risks associated with operating with debt 

and income generated from across borders are analyzed to measure Falck`s financial risk 

level. 

Falck, like all other companies with debt, is sensitive to interest rate changes and fluctuations 

in exchange rates. The interest rate risk is mainly affected by Falck`s overall financing which 

can be seen in Figure 4.8 below. 

Figure 4.8: Credit institutions, floating rate loans 

       

Source: Falck Annual Report 2010 p. 44 

Falck is currently very focused on expanding and acquiring companies overseas, and as these 

purchases are mainly financed by debt, changes in the interest rate could have large effects on 

2010 in Mill. DKK

DKK 2,271

EUR 855

USD 249

Total 3,375
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costs. A 1% change in interest rates would change the group’s interest expense by DKK 13 

million (using interest collars covering DKK 1,709 million). If Falck continues to finance 

purchases with debt, this issue would be subject to an even greater financial risk or require 

Falck to alter its hedge to maintain the same risk level. It is very positive that Falck operates 

with a negative net working capital, but a large need for investments in the future could affect 

the working capital negatively as more debt will be raised. 

Since Falck is operating globally, it will be exposed to exchange rate risks as well - mainly 

when translating financial results and equity of subsidiaries into Danish Crowns. In 2008, 

strong growth in UK training activities was significantly offset by falling exchange rates as 

was the case in Poland in 2009.
142

 Overall, a simultaneous fall in all exchange rates by 1% 

would reduce revenues by DKK 31 million. Foreign debt is also affected by exchange rate 

fluctuations. A 1% change in the DKK/EUR would change the debt by DKK 9 million. US 

debt, however, is hedged and changes will have no impact on the income statement.
143

 

Finally Falck`s credit exposure to large customers is considered very low, since the largest 

customers are the public authorities, pension and insurance companies.  

5 Budget 
The strategic analysis and the analysis of financial statements provides the preconditions for 

Falck`s budget. From the budget, future cash flows will be calculated, which in the end will 

be used for valuing the company. 

The income statement will be forecasted in detail for the first five year period, but the budget 

will be a simple setup compared to the official and reformulated statements as I do not have 

enough information on each individual line item to make accurate judgments about the future 

values. I will instead focus on a smaller range of important key figures and ratios which I feel 

I have a better opportunity to make educated guesses and assumptions about based on the 

information in this thesis. Further a very detailed budget is not required since only a select ion 

of key ratios is needed in the valuation part. The total budget will be at group level, but sales 

growth will be forecasted for each individual business unit, to capitalize on the very different 

conditions and opportunities within each.  

The value-drivers, based on the historical developments, form the basis for the complete 

projection of the consolidated result, balance and free cash flow. The key variable is the 
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 Annual report 2009 p. 38. 
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 Annual report 2010 p. 44. 
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estimated sales growth since most of the other variables are expected to follow the 

developments in this. Emphasis will be on the historical development of the individual 

drivers when making budget assumptions.  

The budgeted value drivers coupled with an estimate of Falck`s cost of capital (WACC) will 

allow for a valuation of Falck`s core operating activities. 

5.1 Budget assumptions 
I have chosen a forecast horizon of 10 years

144
 since Falck is undergoing major international 

expansions and are operating within growing markets, this horizon should allow for all 

business units to reach a steady state before the terminal period. The statements will be split 

into two five-year periods; the first period will decompose the business units to evaluate 

growth drivers in more details. Then follows a general projection of growth in the next five-

year period based on the overall expected development of each business unit, after ten years I 

am assuming market shares will stabilize as will sales and economies of scale, due to markets 

reaching maturity and due to emerging competitors exhausting the markets.  

5.2 Overall growth expectations 
Falck has experienced average growth rates close to 12% annually over the past four years 

with organic growth contributing around 6.5%. In 2011 Falck were expecting revenue growth 

rates of 15%
145

, but considering the acquisitions made during the year, this seems to be 

underestimated and the actual growth will probably be closer to 25% thus breaking the DKK 

10 bn. barrier. In the short to medium term Falck is continually expecting growth rates in the 

region of 15% or more, reasoning greater opportunities for growth due to Falck getting bigger 

and thus capable of growing organically in more markets and capable of handling more and 

larger acquisitions
146

. In Latin America alone Falck expect to reach revenue levels within the 

emergency business of around DKK 1 bn. within a foreseeable future.
147

 As a result of this I 

expect the organic growth rates to increase compared to the historical level and after the first 

                                                             
144

 It could be argued that an even longer pro forma period is needed, since it will probably take more than ten 
years to break down Falck`s dominant position and competitive advantage thus a longer time before the profit 
margin will be stabilized at a long term level. On the other hand Falck has stated a desire to be listed on the 
stock exchange “some time in the future”, and emphasized that with the new private owners, Falck have the 
backing to continue the great international expansion. With this, Falck is suggesting that the international 
expansion will continue for some years (i.e. not more than 10 years), and when the markets are more 
exhausted Falck will be in a better position to go public and focus on stable organic growth. 
145 Falck annual report 2010 p. 35 
146 Falck expect to manage revenues of 15 bn in the forseeable future (Business.dk (December 2010) - 
Børskandidaten Falck blæser gang i global storoffensiv) 
147

 Børsen 7. February 2011- Falck går efter milliardomsætning i Sydamerika 
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five-year period to average around 9% before slowly declining to a long term growth level of 

2.4% in line with the estimated terminal growth rate.
148

   

Acquisitive growth have historically averaged 5.4% or almost half of the total growth, the 

high growth is in line with Falck`s strategy of expanding internationally by means of both 

acquisitive and organic growth. In terms of valuing a company, however, acquisitions are 

assumed to be zero-NPV investments
149

 and therefore only acquisitive growth, not previously 

recognized, from companies purchased during 2010 and 2011 will be implemented in the 

forecast for 2011 and 2012.
150

 During 2010 and 2011 Falck acquired a number of large 

companies and as a result acquisitive growth is estimated at around 15% in 2011 (Appendix 

five details the acquisitions).
  

Table 5.2: Forecasted revenue growth  

 
2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Total sales growth (percent) 26.2% 11.5% 9.2% 8.1% 7.0% 5.6% 4.5% 3.5% 2.8% 2.4% 2.4% 

Organic sales growth (Less Inflation) 9.3% 7.6% 7.2% 6.1% 5.0% 3.6% 2.5% 1.5% 0.8% 0.4% 0.4% 

Inflation 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

Acquisitions 14.9% 1.9% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Source: Own estimations 

5.3 Detailed growth expectations 
In the following section a more detailed analysis of growth will be performed for each 

business unit, based on findings in the strategic analysis. 

Emergency: 

From the strategic analysis I found the Danish ambulance industry close to being saturated 

with long term growth rates expected in the region of 3% annually. In the short to medium 

term, I expect growth rates to be higher, while the hospital restructuring is ongoing and 

driven by increased demand for more specialized and highly skilled staff (paramedics). 

Outside Denmark substantial increases in revenues will occur in the short term while the 

recently acquired companies are being consolidated and as the contracts recently won in 

Sweden, Poland, Norway and Slovakia are being put into operation. Organic growth rates are 

further expected to be high in the medium to long term from a combination of anticipated 

                                                             
148 The terminal value is calculated in section 5.5 
149 Koller et al. pp. 249  
150

 As a result of this, the announced growth of 15% annually and the expected 1 bn. revenue in Latin America 
is not comparable to my forecast, but nonetheless provides significant information in regards to future growth. 
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contracts won in new markets,
151

 from the fast growing pre-hospital sector in Latin America 

and from the increasing public spending on emergency medical services in Eastern Europe.  

The Danish market for firefighting is very close to being saturated and it is not expected that 

any sudden increases will occur thus growth rates will be set to 2.5% in the medium term, in 

line with the 2009 growth rate. The Industrial firefighting services from outside Denmark is 

expected to grow significantly in the short to medium term, where it is expected that Falck 

will enter several new markets using the platform established from the acquired ambulance 

companies. It is also expected that Falck will enter new markets in Europe and expand 

operations in the current countries with firefighting services.
152

 It is Falck`s ambition to 

generate overall growth rates within firefighting in the medium to long term at 7% in line 

with the group`s historical organic growth rate.
153

 This seems plausible, but since growth is 

not expected from Denmark it must come from an even higher growth abroad, thus growth 

rates are anticipated to be high in the region of 10-12% in the medium term. In the long term, 

I am expecting firefighting activities as well as ambulance activities to stabilize around 

growth rates at 3%, the key drivers being the ageing population and the demand for better 

response times and higher quality of service.  

Table 5.3.1: Forecasted emergency revenue growth 

Emergency 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Ambulance DK 5.0% 5.0% 5.0% 4.0% 4.0%             

Ambulance Abroad 14.0% 12.0% 10.0% 8.0% 6.0%             

Firefighting Denmark 2.5% 2.5% 2.5% 2.5% 2.5%             

Industrial Fire Services etc. 10.0% 12.0% 12.0% 10.0% 8.0%             

Organic sales growth (Less Inflation) 7.3% 7.2% 6.6% 5.6% 4.9% 4.0% 3.0% 2.0% 1.0% 1.0% 1.0% 

Inflation 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

Acquisitions 29.4% 2.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total sales growth 38.7% 12.0% 8.6% 7.6% 6.9% 6.0% 5.0% 4.0% 3.0% 3.0% 3.0% 

Source: Own estimations 

Assistance 

As with the Danish market for emergency services, growth in roadside assistance is not 

expected to increase significantly in the coming years, and is anticipated at around 2-3%. The 

market is mature and additional growth would have to come from the competitor DAH or 

                                                             
151 Most likely from Germany and Austria but I assume that Falck will also establish a presence in a number of 
other countries in Europe or in one of the BRIC-countries. 
152 Falck entered an agreement with British based Devon and Sommerset Fire & Rescue service to develop 
business opportunities within fire related services in the UK over the coming years (Falck News 22.06.2011) 
153
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from the 20% non-subscribing car owners. In 2010 Falck captured around 200.000 customers 

from DAH through insurance company TopDanmark, but this is expected to be a one-off 

occurrence in the Danish market. Outside Denmark a major contract within roadside 

assistance was signed in Norway, where Falck expect to increase revenues by around 40% in 

2011 corresponding to a 30% revenue increase in all overseas roadside assistance services. 

Short to medium term growth outside Denmark is further expected to be driven by activities 

in Finland and Sweden at a rate corresponding to the overall average growth rate since 2007, 

around 8%.
154

 The major growth within the assistance business in the short to medium term is 

expected to come from TravelCare and the alarm market where Falck have declared high 

ambitions in capturing market shares. In 2010 Falck entered the Swedish alarm market thus I 

am expecting high growth rates in 2011 as they continue to penetrate the market. The long 

term growth rate in assistance services is estimated at 2%, close to the expected inflation rate, 

as I assume competition will be high and thus difficulty of raising prices above this level.  

Table 5.3.2: Forecasted Assistance revenue growth 

Assistance 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Roadside assistance DK 3.0% 3.0% 3.0% 2.5% 2.0%             

Roadside assistance abroad 35.0% 9.0% 9.0% 8.0% 7.0%             

Other assistance services 14.0% 14.0% 12.0% 10.0% 8.0%             

Organic sales growth (Less Inflation) 14.3% 9.1% 8.4% 7.3% 6.0% 4.0% 3.0% 2.0% 1.0% 0.0% 0.0% 

Inflation 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

Acquisitions 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total sales growth 16.3% 11.1% 10.4% 9.3% 8.0% 6.0% 5.0% 4.0% 3.0% 2.0% 2.0% 

Source: Own estimations 

Healthcare 

Falck Healthcare will mainly rely on organic growth in the future from intensified 

cooperation with the public authorities and larger companies. It is expected that Falck will 

increase revenue from homecare and assistive aid in 2011. Additionally with the acquisition 

of Healthcare Danmark, Falck have increased the organic growth potential by being able to 

offer more services to existing customers. The negative organic growth rate from the past two 

years stemmed from public insourcing of staffing services and from a decline in potential 

customers through companies due to the economic slump. I assume a much lesser decline in 

growth from staffing services, but it does not seem like the economy will improve in the short 

                                                             
154 Falck has mentioned a desire to enter the European market for roadside assistance in the future but the 
main focus areas will be Healthcare and Emergency in the coming years thus I have not assumed such 
expansion 



 70 

term, thus I expect growth rates to be positive but relatively low. In the medium term I expect 

growth to pick up as the economy recovers but reach saturation rapidly and then slowly 

declining to a long term rate of 3% driven by demand for higher quality of service and an 

ageing population.   

Outside Denmark I expect substantial growth in the short to medium term mainly driven by 

increased privatization in Sweden and increased public expenditure on healthcare in Eastern 

Europe. In 2011 revenues from outside Denmark is further expected to be pushed up by the 

recently established healthcare clinics in India and in combination with training facilities in 

Malaysia and the UK, it is expected that  similar healthcare clinics will be established in the 

next few years and continue to drive growth. In the medium/ longer run I believe Falck will 

be subject to increased competition from healthcare providers especially in Sweden thus 

growth rates will probably not stay high for a long period of time and decline towards the 

long term growth rate of 3%. 

Table 5.3.3: Forecasted Healthcare revenue growth 

Healthcare 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Healthcare DK 2.0% 6.0% 12.0% 10.0% 8.0%             

Healthcare Abroad 10.0% 14.0% 14.0% 10.0% 6.0%             

Organic sales growth (Less Inflation) 3.2% 1.9% 12.3% 10.0% 7.7% 6.0% 4.0% 3.0% 2.0% 2.0% 1.0% 

Inflation 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

Acquisitions 4.9% 5.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total sales growth 10.1% 9.0% 14.3% 12.0% 9.7% 8.0% 6.0% 4.0% 3.0% 3.0% 3.0% 

Source: Own estimations 

Training 

In the past few years Falck have established training facilities in six new countries around the 

world and intends to continue this expansion in the coming years. Organic growth in the short 

term is expected from all areas but especially Brazil will contribute due to the newly 

discovered oilfields and in 2011 the newly established height training centers in Denmark and 

Germany will also contribute. In the medium term, in addition to Brazil, especially growth in 

the Asian countries are expected to increase, due to the rapid economic developments and 

also organic growth from anticipated new markets will contribute to high growth rates.
155

 

Further, growth is closely tied to developments in the offshore industry in the coming years, 
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 I am assuming that Falck will be established in more countries such as Mexico and Australia and other Latin 
American and North Africa countries as well as moving into other industries.   
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which is expected to increase by around 6.6 % until 2015.
156

 In the medium/ long term I 

expect larger competitors to emerge and stabilize growth rates which will also make it harder 

for Falck to transfer price increases to customers the long term growth rate has been 

estimated around 2%.  

Table 5.3.4: Forecasted Training revenue growth 

Training 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Training 12.0% 15.0% 12.0% 10.0% 8.0%             

Organic sales growth (Less Inflation) 12.0% 15.0% 12.0% 10.0% 8.0% 5.0% 2.5% 1.0% 1.0% 0.0% 0.0% 

Inflation 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

Acquisitions 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total sales growth 14.0% 17.0% 14.0% 12.0% 10.0% 7.0% 4.5% 3.0% 3.0% 2.0% 2.0% 

Source: Own estimations 

5.4 Key Value drivers 
In the following section the key value drivers from the income statement and the balance 

sheet will be estimated based on historical development and on information from the annual 

reports. 

5.4.1 Profit margin 

The profit margin from sales (before tax) is calculated from the individual cost drivers, “cost 

of sales and external assistance”, “staff costs” and “other external costs”. It is very difficult to 

predict the future development in each line, thus general assumptions about the profit margin 

will form the basis of the forecast. The profit margin is assumed to generally evolve in line 

with revenue over the period, but in the medium run Falck is expected to profit from joint 

operations
157

 and from economies of scale within the fast growing healthcare market, thus the 

profit margin is set to improve by 0.1 percentage points annually in this period, reflected in 

the three mentioned value drivers as a weighted average
158

. In the longer run it is expected 

that Falck will meet tougher competition and thereby stabilize the profit margin. In recent 

years some restructuring took place in the training business in Norway and in the healthcare 

business in Sweden and Denmark, which has helped lift the profit margin, thus it is assumed 

that the margins from 2010 gives a better indication of future profitability than the average 

over the period.  

                                                             
156 GBI Research (February 2010) 
157 Establish fire related services in the US and Latin America using the infrastructure from the ambulance 
business. Establish more healthcare clinics in combination with training facilities etc. 
158

 The calculation is carried out in the note to the detailed income statement forecast on the accompanying 
cd? 
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5.4.2 Non-core operating income  

This line consists of other operating income, exceptional items, income from associates and 

dirty surplus related to operations. Other operating income mainly relates to sale of assets and 

rent from premises and I assume Falck will continue to generate this income in the future in 

line with revenue, based on the average level over the past four years. Exceptional items and 

income from associates have historically contributed less than one percent and are assumed to 

be non-existing in the future. Dirty surplus related to operations have fluctuated significantly 

from DKK -48 million in 2008 to DKK 242 million in 2010, the value is dependent on 

exchange rate fluctuations, available for sale securities and similar entities which cannot be 

expected to recur, therefore the dirty surplus posts are also assumed to be non existing in the 

future.   

5.4.3 Depreciation and amortization 

Depreciation and amortization has been split into three lines, one dealing with intangible 

assets from acquisitions, one dealing with operating leased assets and the last dealing with the 

remaining fixed operating assets
159

. The acquired intangible assets are primarily contracts and 

software which are amortized over 3-10 years
160

, in the budget I am assuming all assets will 

be amortized on a straight line basis over the next five years, using estimated acquired 

intangible assets from 2011 added to ultimo 2010 assets as the base value
161

. Depreciation 

from operational lease will be forecasted in direct relation to prior year estimated operational 

lease and likewise, depreciation from the remaining fixed operating assets will be directly 

tied to the prior year value of these assets.  

5.4.4 Effective tax rate  

The tax rate is set at 25% annually, equivalent to the current Danish corporation tax rate 

which does not differ significantly from the average effective tax rate over the previous four 

years at 26.3%.  

5.4.5 Goodwill and intangible assets from acquisitions 

Goodwill and intangible assets from acquisitions will be calculated for 2011 based on the 

finalized acquisitions from 2010 and 2011. The calculation will be based on historical ratios 

of goodwill- and intangible assets to acquired revenue and can be seen in the notes to the 

                                                             
159 Other intangible assets, land and building, leasehold improvements, fixtures and fittings, tools and 
equipment 
160

 Falck Annual Report 2010 p. 61 – note 1 
161

 The calculation is carried out in the note to the value drivers on the cd? 
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value driver forecast.
162

 From 2012 the goodwill value will be held constant for the remainder 

of the budget period as no more acquisitions are anticipated.  

5.4.5 Operationally leased assets and other fixed operating assets 

Operationally leased assets and other fixed operating assets are directly related to the revenue 

growth rate. When companies grow, the capital requirements tend to grow as well, for Falck 

additional contracts won in the emergency business would eventually lead to a demand for 

more ambulances and geographical expansion would likewise result in a demand for more 

service stations. The same arguments can be made for the other fixed operating assets and 

therefore they are usually forecasted as a fixed percentage of revenue in the future based on 

the historical average level
163

.  From the historical figures, however, it is evident that the 

fixed operating asset to revenue ratio has declined, probably as a result of capital-adjustments 

in response to new ambulance contracts and restructuring in Sweden, Norway and Denmark. 

Because of this I have forecasted fixed operating assets based on the 2010 level and further I 

am assuming a small improvement in 2011 as the adjustment process is finalized.  

5.4.6 Other operating assets 

Other operating assets such as pension obligations and deferred tax, is assumed to evolve in 

line with revenue throughout the budget period, based on the average over the past four years. 

5.4.7 Net working capital  

The net working capital usually evolves in line with revenue
164

 and evidently has stayed the 

same the past two years I am therefore assuming it will remain on this level throughout the 

budget period.  

5.5 Terminal period 

The terminal period is the period where the value drivers are expected to reach a steady state 

and thus become constant for an unlimited time period. Once Falck reach this state it is 

expected to grow with a rate equal to the growth rate for the entire economy. If all revenue 

was generated within Denmark the growth rate would be set equal to the GDP growth rate in 

Denmark, but this is not the case thus growth would ideally have to be estimated as a 

weighted average from all the countries in which Falck have operations. The estimation 

process has been simplified a little in this thesis and historical growth rates have been 

calculated on a regional basis instead. The regional historic GDP growth rates are weighted 

                                                             
162 Koller et. Al. pp. 249 
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 Koller et al. p 249 
164

 Koller et al. p 247 
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with their average expected contribution to total revenue over the period from 2011-2020. In 

this period revenue is expected to be generated to a much higher degree from outside 

Denmark and the Nordic region than it has historically, the estimated regional contribution to 

total revenue can be seen in the below table with average GDP growth rates.  

Table 5.5: Estimated weighted average GDP growth rate 2011-2020 

   

    Region Avr. 2011-2020 Avr. GDP growth rate Weighted average 

Denmark 40% 1.92 0.77 

Nordic Region 15% 2.65 0.40 

Europe 20% 2.34 0.47 

Rest of world 25% 3.18 0.80 

Weighted average GDP growth rate     2.43 

Source: Own calculations based on figures from World Databank
165

 

The weighted average growth rate is from the above table estimated to be 2.43%. The 

inflation rate, however, will be set at 2 % in accordance with the historical inflation rate in 

Denmark and the ECB-target of an inflation rate below, but close to 2% in the medium 

term
166

. This means Falck`s activities in the long run will contribute 0.43% to the total 

growth. 

5.6 Peer Group determination: 
Due to Falck providing a wide range of services across different business sectors, it does not 

have any direct competitors listed on the stock exchange. The peer group is therefore selected 

from general criteria`s, such as profitability, industry and size. The peer group consists of 9 

companies all, except one, operating on a worldwide scale within the service industry 

(Security, Transportation, food services etc.) the companies are all traded on European stock 

exchanges. A brief description of each company can be found in appendix seven where it 

shows that this peer-group is comparable to Falck A/S. 

5.7 Determining WACC 
To calculate the present value of a company's free cash flow a discount rate has to be 

established. The discount rate is the weighted average cost of capital (WACC) and reflects 

the owners required return on capital.  

The weighted average cost of capital is found by the following formula: 

                                                             
165

 Detailed calculations can be seen in the spreadsheet “GDP growth rates 1970-2010”  
166 See appendix six: Historical inflation rate and ECB Inflation rate target. 
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WACC= Re * E/V + Rd * D/V * (1-Tc) 

Where: 

Re = cost of equity  

Rd = cost of debt  

E = market value of the firm's equity  

D = market value of the firm's debt  

V = E + D (Total financing) 

E/V = percentage of financing that is equity  

D/V = percentage of financing that is debt  

Tc = corporate tax rate  

 

In estimating the company specific WACC some issues are raised that will be dealt with in 

the below section: 

 Determining Falck`s target capital structure 

 Estimating cost of equity 

 Estimating cost of debt 

5.7.1: Estimating Falck`s target capital structure: 

Since the cost of capital express the opportunity cost of investing in the company for the 

owners, the company`s equity and debt has to be expressed in market values when 

determining the capital structure. These values are not known, therefore it is necessary to 

estimate Falck`s desired long term capital structure. From the trend analysis (section 4.7.1) it 

was evident that in the past three years Falck have decreased financial leverage by keeping 

debt levels and increased equity through retained earnings. I believe Falck will continue to 

pursue this strategy and move towards the average capital structure of the peer group (see 

table 5.6). The target capital structure is therefore estimated at 25% debt and 75% equity.  

5.7.2. Estimating cost of equity: 
The cost of equity is estimated by the capital asset pricing model (CAPM), which defines a 

stock`s risk as its sensitivity to the stock market.
167

 

The correlation between the expected return(Re) and market risk can be written according to 

CAPM as: 

Re = rf + β * (E (rm) - rf) 
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where; 

• rf = risk-free rate 

• β = beta (systematic risk) 

• E (rm) = expected return on investment in market portfolio 

• E (rm) - rf = market risk premium 

 

Determining the systematic risk (beta) 

The most challenging part of estimating cost of equity is determining the systematic risk 

(beta) since unoted companies lack price observations to compare with the market prices. To 

estimate Falck`s beta value, the average beta values of comparable listed companies are used 

under the assumption of an efficient capital market.
168

 Falck does not have any direct publicly 

traded competitors and there are no companies that resembles Falck 100%, thus the 

companies chosen to estimate Falck`s beta value are mainly large European companies within 

the service sector (See above for details of Peer-group selection).  

In order to estimate the average beta value of other companies it is necessary to adjust for the 

effect of finacial gearing. If a company is highly levered, this is reflected in the betas as the 

shareholders take on more risk. Therefore, to compare only operational risks of the 

companies, the effect of leverage is taken out. The beta relation in this thesis is based on 

Harris & Pringle (1985) with the underlying assumption of debt and equity to evolve in a 

constant relationship over time
169

: 

β equity= β assets * (1 + (D / E)) 

Where; 

• β assets = unleveraged beta value. 

The following table show the peer group companies beta values and their respective capital 

structure.  

Table 5.7.2: Peer group betas  

Company Cntry ICB Subsector Name D/E Leveraged Beta Unleveraged Beta 

CAPITA GROUP PLC United Kingdom Business Support Services 32% 0.89 0.67 

DSV A/S Denmark Trucking 34% 1.09 0.81 

COMPASS GROUP PLC United Kingdom Restaurants & Bars 9% 0.81 0.74 

G4S PLC United Kingdom Business Support Services 74% 0.73 0.42 

SECURITAS AB-B SHS Sweden Business Support Services 45% 0.81 0.56 

SODEXO France Restaurants & Bars 8% 0.71 0.65 

MITIE GROUP PLC United Kingdom Business Support Services 10% 0.86 0.78 

                                                             
168
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 77 

PETROFAC LTD United Kingdom Oil Equipment & Services -11% 1.25 1.40 

SERCO GROUP PLC United Kingdom Business Support Services 27% 0.97 0.76 

Peer group median - - 25% 0.90 0.76 

Source: Data from Bloomberg (2011), own calculations 

In order to find Falck`s beta, the median of the betas in peer group is used and thereafter re-

levered with the estimated target capital structure, which was found above:   

Falck`s estimated beta is then found to be 1.013
170

 

 

Determining the risk free rate and the market premium: 

The risk free rate is calculated as the average interest on a 10 year government bond in 

2011
171

  and is determined at 3,38%
172

. The market risk premium is determined at 5% and is 

based on a recent study made by PriceWaterhouseCoopers (2009)
173

 which found that 17 of 

21 companies use a market risk premium between 4% and 5%. The average market risk 

premium set by these companies was 4.9% and adding the recent financial market insecurity, 

I believe this figure should be set a little higher thus a figure of 5% is estimated. 

The estimated cost of equity can now be calculated as: Re= rf + β * (E (rm) - rf) 

Re=0.0338+1.103*(0.0838-0.0338) = 0.0889 

5.7.3 Determining cost of debt: 

The cost of debt formula can be written as:  

Rd= (rf + Cr)*(1-Tc),  

Where, 

• Cr is the credit risk rate, which defines the extra costs Falck has to pay to compensate for 

the risk of default
174

, and the other variables are as defined above. 

The credit risk is thus dependent on Falck`s credit rating, which is not available due to Falck 

being an unlisted company. The method to estimate the credit rating is to divide EBIT by 

Falck`s financial costs, this will provide a rating called “Interest coverage ratio”.
175

 

The Interest coverage ratio rates various outputs from the following table: 

Table 5.7.3: Damodoran Interest Coverage Ratio Ratings 

If interest 
coverage       

                                                             
170 0.76*(1+(0.75/0.25))=1.013 
171 Koller et al. p. 302 & Sørensen p. 51 
172 Statistics Denmark (2011) - Daily interest rates (per cent), Denmark, Bond yields - Mortgage-credit bonds 
(Annuity loans), 10 years maturity (Jan 1987-) (see CD) 
173PricewaterhouseCoopers (2010) 
174

 The extra costs Falck has to pay to compensate for the risk of default 
175

 Damodoran online (2011) 
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ratio is 

greater than ≤ to Rating is Spread is 

-100000 0,499999 D 15,00% 

0,5 0,799999 C 12,00% 

0,8 1,249999 CC 10,00% 

1,25 1,499999 CCC 8,00% 

1,5 1,999999 B- 5,25% 

2 2,499999 B 5,00% 

2,5 2,999999 B+ 3,75% 

3 3,499999 BB 3,35% 

3,5 3,9999999 BB+ 3,00% 

4 4,499999 BBB 1,60% 

4,5 5,999999 A- 1,10% 

6 7,499999 A 1,00% 

7,5 9,499999 A+ 0,85% 

9,5 12,499999 AA 0,65% 

12,5 100000 AAA 0,50% 

Source: Damodoran online (2011) 

The ratings are generally intended for smaller companies with the assumption that unlisted 

companies are smaller and more risky. This is not true for Falck though, consequently the 

credit rating is subject to some level of uncertainty. In order to verify the results I will be 

comparing Falck`s business profile to the below table which represents Standard and Poors`s 

extended rating matrix. The matrix allows businesses with the same interest coverage ratios 

to have different ratings, taking into account specific company features. From the 

reformulated income statement EBIT= DKK 859 million, Financial costs = DKK 220 million 

Interest coverage ratio: 859/220 = 3.9 

This ratio indicates that Falck has a BB+ rating according to Damodoran and therefore a 

credit risk of 3%. To verify the credit risk I will estimate Falck`s business risk and financial 

risk according to the below table. 

Table 5.7.4: Standard and Poor`s business and financial risk matrix 

Business risk profile Financial risk profile 

  Minimal Modest Intermediate Significant Aggressive Highly Leveraged 

Excellent AAA AA A A- BBB   

Strong AA A A- BBB BB BB- 

Satisfactory A- BBB+ BBB BB+ BB- B+ 

Fair   BBB- BB+ BB BB- B 

Weak   
 

BB BB- B+ B- 

Vulnerable       B+ B CCC+ 

Source: Standard and Poor (2009) 

In section 3.3 Falck`s business risk profile was identified as being strong (i.e. low risk) and 

mainly due to Falck`s high leverage I am estimating the financial risk profile to be 

significant, which will make for a BBB rating according to the above table and a credit risk of 
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1.6%. All in all an estimated credit risk rate in between the two seems to be acceptable, thus 

credit risk is estimated at 2,3%. 

The estimated cost of debt can now be calculated as: Rd= (rf + Cr)*(1-Tc), 

Rd=(0.0338+0.023)*(1-0.25) = 0.0426 

Finally the weighted cost of capital can be determined from the above analysis: 

Determination of WACC WACC= Re * E/V + Rd * D/V * (1-Tc) 

Cost of equity Re 0.0889 

Cost of Debt Rd 0,0426 

Percentage of financing that is equity E/V 75% 

Percentage of financing that is debt D/V 25% 

Corporate tax rate Tc 25% 

Weighted average cost of capital  WACC 0,0747 

6. Valuation 
In the following a valuation of Falck will be performed as of 30. November 2011, using the 

two-period discounted cash flow model DCF. All future free cash flows are calculated from 

the budgets created in section 5.1-5.5 and are then discounted using the WACC estimated in 

section 5.6-5.7. The results can be seen in the below tables. 

Table 6.1: The estimated value of Falck as of 30. November 2011 using the DCF model. 

Free cash flow 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Terminal 

Net operating profits after tax (NOPAT) 904 985 1,083 1,181 1,274 1,347 1,400 1,444 1,481 1,516 1,552 

Total depreciation and amortization 528 641 706 765 820 865 913 954 989 1,018 1,044 

Change in net working capital 424 189 171 162 152 131 110 93 77 70 68 

Change in assets -2,219 -947 -975 -1,016 -1,051 -1,130 -1,138 -1,143 -1,146 -1,159 -1,182 

Free cash Flow -364 869 985 1,091 1,195 1,211 1,286 1,349 1,402 1,445 1,482 

Discount rate 0.93 0.87 0.81 0.75 0.70 0.65 0.60 0.56 0.52 0.49 0.49 

NPV of Free cash flow -339 752 794 818 833 786 777 758 733 703   

  
  

        
DCF Output (DKK Million)     

        
NPV of FCF 6,615   

        Terminal value 14,307 

          Enterprise Value 20,923 

          Financial liabilities -5,205 

          Non-controlling interest -217 

          Implied Equity Value 15,501 

           

The enterprise value of Falck is estimated at DKK 20.923 ths., with the terminal value 

contributing just over 68 %. The terminal value has been calculated based on the first cash 
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flow after the budget period and assuming a growth of 2.43% in perpetuity. To get the value 

of Falck`s equity, the market value of Falck`s financial liabilities have been subtracted using 

the book value as an estimate
176

. The value of non-controlling interest have been estimated as 

a share of invested capital and likewise been subtracted to get the Equity value of Falck A/S 

of DKK 15,501 ths. It is further worth noting that the capital structure has reached the long 

term target ratio of 25% debt and 75% equity. 

7. Sensitivity analysis 
The Equity value of Falck depends to a very high degree on the terminal value, therefore a 

sensitivity analysis is performed to test the effect of changes in the WACC and alterations to 

the estimated terminal growth rate.  

Table 7.1: The estimated terminal value of Falck`s sensitivity to changes in WACC and terminal 

growth rate.  

    Terminal growth rate 

  
 

2.00% 2.30% 2.42% 2.50% 2.75% 

WACC 

7.75% 12,541 13,231 13,529 13,735 14,422 

7.60% 12,877 13,606 13,921 14,139 14,868 

7.47% 13,183 13,948 14,279 14,509 15,277 

7.35% 13,478 14,279 14,627 14,868 15,676 

7.15% 14,002 14,868 15,245 15,507 16,389 

Source: Own calculations 

It is very clear from the above table that the DCF model is very sensitive to changes in its 

variables. All else equal, a 0.08 percentage point increase in the terminal growth rate will 

increase the value of Falck by DKK 230 million.   

8. Conclusion 
The overall problem statement of this thesis was:  

“What is the theoretical value of Falck A/S as of December 1
st
 2011?” 

In order to answer this, 3 additional sub questions were raised. These will be examined in the 

following, before the overall problem statement will be addressed. 

What are the internal and external factors affecting Falck`s future earnings potential? 

                                                             
176

 Around 90% of Falck`s financial liabilities have an interest reset period within 3 months, thus the book value 
is a reasonable estimate. (Falck annual report 2010 p. 83 –note 27) 
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The analysis of Falck`s internal resources, made it clear that the key internal value driver in 

the future will be the strong business model which has been developed over the past 100 

years. With the ongoing international expansion, the degree to which Falck can apply this 

business model and the experience gained from operations in Denmark to operations abroad 

will have a significant effect on future profitability. The international expansion will also 

dampen the historically large dependence on the Danish market and open for growth 

opportunities in a much wider region. Externally, the ageing population will be a significant 

long run growth driver as both the Emergency and the Healthcare business is expected to 

benefit, however, in the short term the opening of the ambulance market in Europe is 

expected to be the key driver. 

What has driven sales and ROIC in the past? 

From the financial analysis it was evident that sales had increased significantly in the past 

and ROIC had likewise increased. The sales growth has been attributable to both organic and 

acquisitive growth, whereas the increase in ROIC mainly has been attributable to a higher 

profit margin, although it is notable that in 2010 most of the increase came from a non-

recurring item. 

Which WACC is appropriate? 

In the budget I was confronted with a number of problematic issues related to estimating the 

weighted average cost of capital for unnoted companies and with Falck`s unusual business 

environment. The most peculiar issue was related to estimating the Beta value of Falck; for 

listed companies this is easily done by comparing historical prices with the market prices, but 

Falck being an unnoted company and with very few competitors it was a challenge to find the 

right value. Nonetheless an estimate of Falck`s WACC was finally determined at 7.47% by 

the use of a carefully selected Peer-group. 

What is the theoretical value of Falck A/S as of December 1
st
 2011? 

The value of Falck was estimated using the two-period DCF-model on a budget forecasted 

ten years, before reaching steady state. The fair value was estimated at DKK 15,501 ths., 

almost double the price paid by The Lundbeck Foundation in December 2010. 
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9. Appendix 
Appendix 1: Falck`s activities by country 

   Assistance Emergency Healthcare Training Employees 

Nordic Region           

Denmark x x x x 9.500 

Sweden x x x   1.500 

Norway x x x x 470 

Finland x x     60 

          11.530 

Europe           

Estonia x       20 

Poland   x x   2.360 

Romania   x     220 

Slovakia   x x   1.600 

Belgium   x     270 

Spain   x     390 

Netherlands   x   x 380 

United Kingdom   x x x 100 

Germany       x 5 

Turkey   x     3 

          5.348 

Rest of the world           

USA   x   x 3.010 

Brazil   x   x 920 

India   x x   2 

Colombia   x     1.250 

El Salvador   x     70 

Ecuador   x     130 

Panama   x     180 

Uruguay   x     1.200 

Venezuela   x     400 

Russia       x 5 

Trinidad & Tobago       x 50 

Malaysia     x x 80 

Singapore       x 7 

Vietnam       x 7 

Thailand       x 9 

UAE     x x 70 

Nigeria       x 70 

          7.460 

Total 5 21 9 15 24.338 

Source: Falck Hjælp - June 2011 

Appendix 2: Healthcare expenditure, hospital numbers and mean age development. 
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Historic  
      

  2005 2006 2007 2008 2009 2010 

Public Health Expenditure - % of 
total health expenditure       

China 40.8 43.1 44.7 46.7 48.6 50.8 

India 23.8 24.9 26.2 28.0 29.6 31.2 

Poland 69.4 70.0 70.9 71.0 71.5 72.0 

Russia 62.0 63.2 64.2 65.5 67.1 68.4 

Slovakia 74.4 68.3 66.8 66.8 65.2 63.1 

Brazil 40.1 41.7 41.6 44.0 44.2 45.3 

USA  44.4 45.3 45.5 46.5 47.1 47.8 

Belgium 75.2 75.7 74.1 74.3 74.5 74.4 

Denmark 83.7 84.1 84.5 84.7 84.9 85.2 

Hospitals and Clinics - number 
      

China 
267,85

4 
272,28

0 
257,61

4 
239,89

4 
237,86

2 
235,12

2 

India 15,981 16,061 16,140 16,149 16,155 16,274 

Poland 874 835 916 896 916 921 

Russia 8,674 6,413 5,814 5,557 5,300 5,206 

Slovakia 142 149 149 138 137 137 

Brazil 7,683 7,871 7,876 7,940 7,993 8,037 

USA 5,756 5,747 5,708 5,815 5,795 5,805 

Belgium 216 215 210 209 203 198 

Denmark 59 56 52 49 48 46 

Mean Age of Population - years 
      

China 35.0 35.5 36.0 36.4 36.8 37.2 

India 26.7 26.9 27.1 27.3 27.5 27.7 

Poland 37.3 37.6 37.9 38.2 38.5 38.7 

Russia 37.5 37.7 37.9 38.1 38.2 38.3 

Slovakia 36.5 36.8 37.1 37.4 37.6 37.9 

Brazil 29.2 29.5 29.8 30.1 30.5 30.8 

USA 36.4 36.5 36.7 36.8 36.9 37.0 

Belgium 39.7 39.8 39.9 40.0 40.1 40.2 

Denmark 38.9 39.0 39.2 39.3 39.4 39.5 

 

Appendix 3: Detailed Revenue 2009-2010 

Emergency 

  Organic Growth Emergency 2010 7.6% 1.076 

    2009 2010 

Emergency   
DKK 
million 

DKK 
million 

Norway Falck Emergency AS 9 10 

  Falck Norge Leasing AS 4 5 

  Falck Ambulanse AS 36 87 

Sweden Falck Ambulans AB 168 364 

  Falck Räddningstjänst AB (Fire) 203 25 

  Falck Services AB 18 25 

  Svensk Sjöambulans AB 4 4 

Finland Falck Finland OY 7 7 

file:///C:/Portal/Default.aspx
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Adjustments   0 69 

Nordic Region   450 597 

Belgium Falck Ambuce Rescue Team 50 47 

  Falck Benelux NV 36 40 

  Ambulancecentrum Limburg 7 8 

  MDV International BVBA 9 8 

Poland Falck Medycyna sp z.o.o 145 145 

Slovakia Falck Záchranná a.s. 106 133 

  Falck Fire Services a.s. 10 12 

Spain Lainsa Servicios Contra Incendios, S.A 118 130 

Netherlands Falck AVD Holding B.V. 102 102 

  RISC Fire and safety services (Netherlands) 30 0 

Romania Falck Fire Services S.R.L 35 39 

UK Resource Protection International Ltd. - 75 

Europe   648 737 

Brazil Toesa Service S.A. - 50 

USA Care Ambulance Service, Inc. - 0 

  LifeStar Response - - 

Colombia 
EMI holdings management S.A. Panama 
(EMI) - - 

Rest of the World TOTAL 0 50 

        

Denmark Falck DRF Luftambulance 3 17 

Ambulance Hovedstaden 377 395 

  Sjælland 489 514 

  Midtjylland 509 557 

  Nordjylland 159 211 

  Syddanmark 324 340 

  Fire Fighting 474 486 

  Adjustments -3 0 

  Estimated Falck Emergency Denmark 2,332 2,520 
EMERGENCY TOTAL (as per Annual 
report)   4,271 4,834 

  Estimated eliminations -841 -931 

 

 

 

Training 

  Organic Growth Training 2010 -1.5% 0.985 

    
DKK 
million 

DKK 
million 

Norway Falck Nutec AS 203 185 

UK Falck Nutec Ltd 107 105 

  Falck Onsite Limited 24 24 

Netherlands Falck Nutec B.V. 139 122 

  Falck Bedrijfshulpverlening B.V. 51 45 

Germany Falck Rettungsdienst GmbH   6 

Europe   321 302 

Brazil Falck Nutec Brasil 45 68 

USA Falck Alford 200 182 

UAE   9 9 

Malaysia MSTS Asia Sdn. Bhd. 51 51 

Thailand Falck Nutec (Thailand) Ltd. 7 14 

Trinidad and Tobago Falck Nutec Trinidad and Tobago Limited 21 32 

Vietnam Falck Nutec Vietnam Limited 2 6 

Singapore MSTS Asia (S´pore) Pte. Ltd. 2 6 

Nigeria 
Falck Prime Atlantic Ltd./ Falck Nutec Nigeria 
Ltd. 1 35 
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Rest of World   338 402 

        

Outside DK TOTAL  863 888 

        

Denmark Falck Nutec Esbjerg 58 70 

        
Training TOTAL (as per Annual 
report)   921 958 

 

Assistance 

  Organic Growth Assistance 2010 8.0% 1.080 

    2009 2010 

    
DKK 
million 

DKK 
million 

Norway Falck Redning AS 328 354 

  Falck Followit 1 1 

  S Reg AS - 6 

Sweden VIFA AB 0 0 

  Falck Travelcare AB  (Incl Europ Assistance) 68 85 

  Falck Räddningskär 61 66 

  S Reg AB - 33 

Finland Falck Oy 75 81 

  S Reg Oy - 3 

Estonia Falck Autoabi OÜ 8 8 

Outside DK TOTAL 540 636 

    
 

  

Denmark Falck Asset Management 4 2 

  A C Trafik 2 ApS 6 0 

  S Reg A/S - 2 

  Estimated Falck Assistance Denmark 1,643 1,834 

    
 

  

Assistance TOTAL 2009 (as per Annual report)   2,183 2,470 

    
    Healthcare 
  Organic Growth Healthcare 2010 -4.2% 0.958 

    2009 2010 

  
 

DKK 
million 

DKK 
million 

Norway Falck Healthcare Norge AS 5 5 

Sweden Falck Aktiv arbetsmedicin AB 18 17 

  Falck Healthcare AB 35 36 

  Falck AM Health Care AB 0 0 

Finland Ulfab Sairaankuljetus OY 2 1 

Poland Falck Medycyna sp z.o.o 62 62 

  Starowka sp z.o.o - - 

Slovakia Falck Záchranná a.s. 27 29 

  La Salus - 5 

UK 
 

  5 

UAE Falck Medical Services LLC 5 5 

India Falck India Pvt. Ltd. (India)   2 

Malaysia Falck Bestari Healthcare Sdn Bhd   5 

Outside DK TOTAL 152 172 

  
 

    

Denmark Falck Health Care A/S 357 335 

  Falck Healthcare AM A/S 38 36 

  ActivCare A/S (Temp. Staff) 259 324 

  Falck Jobservice A/S 23 85 

  Falck Hjemmepleje (Dansk Hjemmepleje) 2 62 

  VikTeam (Temp staff) 90 65 

  Falck Hjælpemidler 64 66 

  Pleje og Omsorg 28 - 

  Adjustments -18 -108 

  
 

843 865 
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Healthcare TOTAL (as per Annual report) 
 

1,139 1,196 

  Estimated eliminations -144 -160 

Sources: Information in Annual reports, and various databases (see CD for details) 

Appendix 4: Explanations of variables in financial analysis 

 

ROE = (ROIC + ((NFL/(EQ+EQN))*(ROIC-r)))*NS 

Where: 

ROE:    Return on Equity 

ROIC:  Return on invested capital  

NFL:    Net financial liabilities 

EQ:      Equity attributable to parent company 

EQN:   Equity attributable to Non-controlling interests 

r:          Net cost of borrowing in percentage  

NS:       Non-controlling interests share of comprehensive income 

FGEAR:   NFL / (EQ+EQN) 

SPREAD:  ROIC-r 

NS = (TCIP/TCI) / (EQ / (EQ+EQN)) 

Where: 

TCIP: Total comprehensive income attributable to parent company 

TCI:    Total comprehensive income 

ROIC = PM*ATO 

Where: 

PM: Profit Margin 

ATO = Asset Turnover 

PM = PMsales + PMothers 

PMsales: Profit Margin from Sales 

PMother: Profit Margin from other income 

1/ATO: Measures the capital invested in operations in order to generate DKK 1 from sales 

Appendix 5: Acquisitions 2010-2011 
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As can be seen below, total acquisitive growth attributable to 2011 equaled DKK 575 million from 

acquisitions made during 2010 and DKK 677 million during 2011, equaling DKK 1,252 million. 

Acquisitive growth 2012 is estimated at DKK 207 million. 

Acquisitions 2010 
    Purchase date Company name Activity and Country 2011 Revenue 

 1. March Resource Protection International Emergency UK 15 
 1. September S Reg AB (Smart Safety) Assistance Sweden 67 
 1. October Toesa Service Emergency Brazil 150 
 1. November Care Ambulance Emergency USA 343 
 Total     575 
 

     Acquisitions 2011 
    Purchase date Company name Activity 2011 Revenue 2012 Revenue 

1. March LifeStar Response Emergency - USA 475 95 

1. April Starowka sp zoo Healthcare- Poland 15 5 

1. April EMI holdings management S.A. Panama (EMI) Emergency - Colombia 146 49 

1. June Healthcare Danmark Healthcare - Denmark 42 58 

Total     677 207 

  
Sources: 

Zephyr database 

Falck Danmark annual report 

Falck news 

Falck HJÆLP 

ISI Emerging markets 

Børsen 

Falck A/S Annual report 

Appendix 6: Historical inflation rate and ECB Inflation rate target 
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Appendix 7: PEER GROUP 

 MITIE Group PLC, provides services in support of the buildings and infrastructure of clients. 

It operates in three divisions: Facilities Services, technical facilities, property & asset 

management. 
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(www.mitie.com) 

 

Petrofac Limited, based in UK provides facilities solutions to the oil and gas production and 

processing industry and has 27 offices worldwide. Petrofac shares are traded on the London 

Stock Exchange. (www.petrofac.com) 

 

Serco Group plc, operates as a service company in the United Kingdom, North America, 

Europe, the Middle East, and Asia Pacific. It operates in four segments: Civil Government, 

Defense, Transport, and Science. (www.serco.com)  

Capita Group PLC is UK’s leading business process outsourcing (BPO) and professional 

services company. Capita group deliver back office administration and front office customer 

contact services to private and public sector organizations across the UK and Ireland. 

(www.capita.co.uk) 

Sodexo is a French-based food and facilities management company a world leader within 

quality of life services with employees in 80 countries. Sodexo supply; On-Site service 

solutions, Personal and Home Services and Motivational solutions. Sodexo shares are traded 

on Euronext Paris (www.sodexo.com) 

Securitas AB, is one of the largest security services suppliers in the world with operations in 

49 countries in North America, Europe, Latin America, the Middle East, Asia and Africa. 

Securitas supply; specialized guarding, mobile security services, monitoring and consulting 

and investigation services. Securitas shares are traded on NASDAQ OMX Stockholm  

(www.securitas.com) 

G4S LTD. is the world's leading international security solutions group operating in more than 

125 countries worldwide. G4S offers security guards, alarms, monitoring, management and 

transportation of cash and valuables, prison management, and electronic monitoring of 

offenders. G4S shares are traded on the London and Copenhagen Stock Exchanges – Ticker: 

GFS. (www.g4s.com) 

DSV is a global supplier of road, air and sea transportation and logistics solutions with 

operations in more than 60 countries worldwide. The DSV share is listed on NASDAQ 

OMXC20 in Copenhagen (www.dsv.com) 

Compass Group PLC, is a leading provider of food and support services to workplaces, 

schools, colleges and hospitals, operating in 50 countries worldwide. Compass’ shares are 

listed on the London Stock Exchange (www.compass-group.com) 

10. References 

Books 

Sørensen, O., (2009) – Regnskabsanalyse og værdiansættelse – En praktisk tilgang 3.Edition, Ole Sørensen & 

Gjelling 

Petersen, C., Plenborg, T., (2005): Regnskabsanalyse for beslutningstagere, 1. Edition, Thomson A/S 

http://www.g4s.com/
http://www.dsv.com/
http://www.compass-group.com/


 90 

Mørch et al (2006): Sophus har været der - Falck i 100 år (2006) 

Koller, Goedhart & Wessels (2005): Valuation -  measuring and managing the value of companies, 4. Edition. 

John Wiley & Sons, Inc. Hoboken, New Jersey 

Industry Reports 

GBI Research (February 2010) - The Future of the Offshore Drilling Industry to 2015 - Market Analysis, 

Capital Expenditure and Competitive Landscape 

(http://www.investorideas.com/Research/PDFs/Offshore_Drilling.pdf) 

Oxford Research (October 2010) – Værdikædeanalyse af offshore olie- og gassektoren i Danmark 

(http://www.offshorecenter.dk/filer/files/Haandbooks/10027OCDValueAnalysis2010.pdf) 

A report by Jane Lethbridge (September 2009) – Comissioned for the European Federation of Public Service 

Unions (EPSU) - Privatisation of ambulance, emergency and firefighting services in Europe – a growing threat? 

(http://www.epsu.org/IMG/pdf/2009_Emergency_services.pdf) 

A report by Jacek Sroka (September 2008) – Comissioned for Institute of Public Affairs (ISP) - Medical rescue 

workers stage protest for better conditions and pay. 

(http://www.eurofound.europa.eu/eiro/2008/07/articles/pl0807049i.htm) 

Online Newspaper /Articles/ Papers 

Maritime Danmark (February 2009) - Falck Nutec satser på fortsat vækst 

(http://www.maritimedanmark.dk/?Id=3760) 

Reuters (December 2010) - Falck owners sell 36 pct, IPO still on the cards 

(http://www.reuters.com/article/2010/12/15/falck-acquisition-idUSLDE6BE1N020101215) 

Børsen (December 2010)  - Falck ser Lundbeckfonden som ankerinvestor 

Børsen (December 2010)  - Lundbeckfonden køber stort op i Falck 

Børsen (December 2010 ) - Falck I global storoffensiv 

Børsen (July 2011) - Brand skal følge resten af Falck 

Business.dk (December 2010) - Børskandidaten Falck blæser gang i global storoffensiv 

Beredskabsinfo.dk (April 2010) – Falck redderne har fået ny overenskomst 

Beredskabsinfo.dk (January 2009) – Nu er det officielt: Slut for Samariten i Danmark 

Beredskabsinfo.dk (August 2008) - Falck-opkøb kan blive bombe under svensk udbud 

Beredskabsinfo.dk (August 2009)  - Dansk Autohjælp slår Falck på kundeloyalitet 

http://www.investorideas.com/Research/PDFs/Offshore_Drilling.pdf
http://www.offshorecenter.dk/filer/files/Haandbooks/10027OCDValueAnalysis2010.pdf
http://www.epsu.org/IMG/pdf/2009_Emergency_services.pdf
http://www.maritimedanmark.dk/?Id=3760
http://www.reuters.com/article/2010/12/15/falck-acquisition-idUSLDE6BE1N020101215


 91 

The Market (August/September 2010) - Nordics fast-fjord into private healthcare (An article by Gerard 

O`Dwyer for Enterprise Ireland - http://www.enterprise-ireland.com/en/Publications/The-Market/Aug-Sep-

2010-Issue.pdf) 

PricewaterhouseCoopers (2010) – Prisfastsættelsen på aktiemarkedet 

(http://www.pwc.com/da_DK/dk/vaerdiansaettelse/assets/prisfastsaettelse-paa-aktiemarkedet.pdf) 

Petersen, C., Plenborg, T., & Schøler, F. (2006): Hvordan værdiansættes unoterede virksomheder i praksis? 

Standard and Poor (2009) - Criteria Methodology: Business Risk/Financial Risk Matrix Expanded 

Websites 

Falck A/S www.falck.com 

Falck Nutec www.falcknutec.com 

German Red Cross www.drk.de 

Norwegian Red Cross www.redcross.no 

3F Website www.forsiden.3f.dk 

Falck Sweden www.falcksverige.se 

Falck Finland www.falck.fi 

Falck Estonia www.falck.ee 

Falck Denmark www.falck.dk 

Damodaran Online www.pages.stern.nyu.edu/~adamodar/ 

Danske Bank www.danskebank.dk 

VikTeam: www.vikteam.dk 

ActivCare: www.ActiveCare.dk 

Statistical and financial Databases 

Passport GMID – Euromonitor 

BVDEP – ORBIS 

Zephyr 

GreensOnline 

http://www.enterprise-ireland.com/en/Publications/The-Market/Aug-Sep-2010-Issue.pdf
http://www.enterprise-ireland.com/en/Publications/The-Market/Aug-Sep-2010-Issue.pdf
http://www.pwc.com/da_DK/dk/vaerdiansaettelse/assets/prisfastsaettelse-paa-aktiemarkedet.pdf
http://www.falck.com/
http://www.falcknutec.com/
http://www.drk.de/
http://www.redcross.no/
http://www.forsiden.3f.dk/
http://www.falcksverige.se/
http://www.falck.fi/
http://www.falck.ee/
http://www.falck.dk/
http://www.pages.stern.nyu.edu/~adamodar/
http://www.danskebank.dk/
http://www.vikteam.dk/


 92 

ISI Emerging markets 

CIA Factbook 

Statistics Denmark, Sweden, Norway and Finland 

World Databank (http://databank.worldbank.org) 

Company Information 

Falck Annual Reports 2006-2010 

Hjælp - Falck's Danish employee magazine (http://www.falck.dk/om-falck/omfalck/udgivelser/) 

Magazyn – Falck`s Polish employee magazine 

Falck News (http://www.falck.com/media/news/pages/default.aspx) 

Falck A/S prospectus 2004 

Lundbeck Foundation annual report 2010 

KIRKBI annual report 2010 

DAH Annual Report 2010 

Other 

Jyskebank (August 2008) - TV-spot: Udover den helt store rampe ( 

http://jyskebank.tv/012826530711208/udover-den-helt-store-rampe) 

European Court of Justice (29 April 2010) case C-160/08 

(http://www.legal500.com/assets/images/stories/firmdevs/schoenherr_award_procedures.pdf) 

Danish ministry of education:” Gennemgang af kompetencemål I Erhvervsuddannelserne”  
 

IFO - Instituttet for Opinionsanalyse A/S 2011 (http://www.ifo-analyser.dk/default.asp?Site=Info&page=177) 

The danish regions annual reports 2010 

 

http://databank.worldbank.org/
http://www.falck.dk/om-falck/omfalck/udgivelser/
http://www.falck.com/media/news/pages/default.aspx

