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latest ideas in the field of leadership.”
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Moreover, the customer no longer
believed that his firm could provide
quality parts and reliable delivery.

Some managers argue that this re-
sult is regrettable but inescapable. They
believe that it is better to do something
than nothing and learn as they go. 

We disagree. Leaders who use a
clear strategy to guide restructuring
can cut fat, not muscle. They can elimi-
nate unnecessary work and have a clear
set of shared criteria to guide them.
The choices and trade-offs involved in
restructuring can only be made after
answering: Where do we
want to go in the future?
They require a clear strate-
gy. When leaders engage in
restructuring and downsiz-
ing, they often wreck havoc
in the lives of those affected
and spread fear and uncer-
tainty. They can’t help ask,
“Why are we doing this?”
They must articulate a
clear, strategic justification
for restructuring to help people appre-
ciate how the changes boost viability. 

Before managers can determine how
to do work better, they must first deter-
mine what work needs to be done and
what processes are critical to perform.
Ways to increase revenues and reduce
costs need to be examined. Choices can
only be made on the basis of strategy. 

SSttrraatteeggyy  IIss  KKeeyy
Strategy is seldom formulated, ar-

ticulated, or understood in a way that
provides managers with a useful basis
for making decisions about restructur-
ing. There are many reasons for this, of
course—one being that people have
different things in mind when they use
the term strategy. Often strategy is used
to describe budgets and forecasts.
Sometimes managers say strategy to
designate an objective. These uses fail
to provide context that enables people
to prioritize effectively or determine
what work is strategic to the business. 

We advocate an approach to strate-
gy that describes how you will create
competitive advantage and distinctive-
ness by answering two questions:

1) What unique technical and social
capabilities will you focus on to create
and sustain competitive advantage?

2) What about your products and

Strategic Restructuring
services create distinctiveness in the
eyes of your target customers?

When these questions are answered
well, they provide an easy-to-commu-
nicate strategy that informs what you
will pursue and what you will say no
to. Equally as important, it provides a
framework for identifying what work
is strategic and provides context for
effectively structuring the business. 

PPrriioorriittiizziinngg  WWoorrkk
Across-the-board cuts—where bud-

gets are reduced some fixed percent—
indicate non-strategic restructuring.
When the strategy is clear, you can tar-
get where you cut and why. 

Strategic clarity allows you to
answer these questions: What work
should be the object of our intense
improvement efforts? What activities

need to be improved
together and which can be
improved separately? What
work should be eliminated
or outsourced? When is
efficiency (doing things
right) and when is effec-
tiveness (doing the right
things) the most useful dri-
ver of improvement? 

Strategy clarification
assists restructuring by

establishing a basis for prioritizing
work. Most businesses that succeed at
restructuring identify and protect the
work that creates competitive advan-
tage or distinctiveness. A clear under-
standing of the strategy also helps
groups operating outside of the com-
petitive advantage work processes
reexamine and restructure their work.
If the group is involved in non-com-
petitive advantage work, it must first
decide which categories of work it per-
forms: 1. Strategic support work, which
facilitates accomplishment of competi-
tive advantage work; 2. Transactional
support work—essential for operation
but does not create distinctiveness; 3.
Non-essential work, or activity that has
lost its usefulness but is still done. 

Strategically prioritizing work also
enables leaders to make effective out-
sourcing decisions. Outsourcing the
wrong work, such as competitive advan-
tage work, hurts performance. Strategy
is the key to effective restructuring,
whether it is done to downsize or posi-
tion the business for growth. Crafting
the right strategy is not easy, but done
well few actions create greater value. LE

Norm Smallwood and Mark Nyman are principals in Results
Based Leadership. Visit www.rbl.net.

ACTION: Strategically prioritize your work.
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LEADERSHIP RESTRUCTURING

Crafting the right strategy guides efforts and creates value.

by Norm Smallwood and Mark Nyman

DURING ECONOMIC UNCERTAINTY,
restructuring is common. While

most leaders agree that structure
should follow strategy, few have a
process for moving from strategy to
restructuring. With or without a
strategic framework, restructuring
goes on. As a result of not basing
restructuring decisions on a clear
strategy, few restructuring efforts
involving downsizing ever improve
profitability, even in the short term.
Worse, most managers in these firms
fear that the long-term viability has
been jeopardized. The following story
is one that we encounter far too often.

The CEO of a parts manufacturer
asked presidents of the business units
to consider restructuring to maintain
competitive pricing. One president
moved swiftly on this counsel. The
restructuring plan was completed
within five months; it recommended
substantial cuts in positions and labor
costs. The president implemented the
recommendations rapidly and report-
ed his accomplishments at the next
meeting with the CEO. 

Over the next six months, however,
the reorganization and outplacement
costs actually increased overall costs.
Morale had dropped. Some people
said that they were now doing three
jobs. Customers reported that quality
and delivery specifications had not
been met. The president directed man-
agers to resolve these problems quick-
ly, but considered them minor, con-
sidering the estimated cost savings. 

Weeks later, their largest customer
notified the sales department that they
were shifting their business to a com-
petitor. The president called the cus-
tomer and promised that he would
correct the problems, and threw in a 6
percent price reduction for all parts.
He was shocked when the customer
responded that the quality and deliv-
ery problems were costing it far more
than the value of the price reduction.
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