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Recently, many organizations have been stretched to the breaking point as they try to remain cost-effective, agile, and ultimately profitable. Reorganizations have become an unfortunate side-effect of the pandemic and, although the economic outlook appears more positive, the sense of uncertainty will continue.
Many predicted that large companies would need to restructure during Covid, but most have remained resilient. However, as government support and capital become more restricted, those with higher debt loads and incurring structural market changes may find themselves in need of help.
Numerous companies took on significant debt during the pandemic. Global corporate debt rose 10% in the one-year period between quarter three 2019 and in 2020, compared to 3 to 4% per year in the preceding decade (with no increase following the 2008 downturn) . This increased leverage will affect companies’ balance sheets for many years to come. As businesses continue to navigate challenging circumstances and restore value, there is greater pressure to chart a profitable course for the future.
When teetering on the brink of a restructuring process, business leaders must establish a clear vision that restores stability and defines their future business model. In our experience, there are five actions that should be taken to ensure successful restructuring: engage advisors early, create transformational champions, set appropriate targets, have a clear and detailed plan, and recognize the importance of change management.

Engage advisors early
In all cases, identifying and diagnosing issues early is the best defense. CEOs should always have, and boards often require, a downside plan. With early diagnosis, a company can fully evaluate options and avoid being cornered. Engaging early, by way of an out-of-court restructuring, is often the most viable and pragmatic option. Here, having the right advisors is crucial.
Advisors form a three-legged stool: lawyers, debt-advisors, and business consultants, who need to collaborate with company management and with each other. It’s important to select those who have experience both in restructuring processes and in your specific industry.
Select advisors with restructuring and industry experience
Create change champions
At face value, restructuring looks like an economic problem that can be fixed by making swift top-down decisions to address debt loads and pushing through operational changes. However, if businesses are to truly transform, they need to start by finding the right people for the journey.
The first step is to identify and select leaders at each critical level of the organization who can become “change champions.” These well-networked go-to people and opinion makers will embrace the vision, drive the change process, and influence those around them. This strengthens the accountability and viability of the transformation.
For example, a retail client needed to restructure following a multi-year decline in sales. They assembled a transformational leadership team that was fully aligned with the restructuring vision and able to quickly implement a new course for the future. This leadership team and alignment was recognized as a key success factor in the client's return to growth and increase in profitability.
Leaders need to embody, own, and drive the future vision of the organization
In a restructuring, leaders need to embody, own, and drive the future vision that the organization can rally behind. It’s important to recognize that, in general, not all current leaders have the desire to embrace a new vision quickly. Those who are part of the future must also commit to enduring the bumpy ride.
Set appropriate targets
The future needs to be different than the past. This can be communicated through financial targets that the company sets and the business strategies it employs.
Targets should be both ambitious and realistic
Targets should be both realistic to ensure credibility, and ambitious enough to see that change occurs. Achieving this balance requires teamwork and constructive discussion within the leadership team. Once targets are set, a small number of clear and specific metrics should be communicated and brought to life by business leaders in each area.
During the restructuring process, think outside the box and set demanding goals and milestones that align with your strategic objectives. Envision where you want to be in the future instead of pursuing incremental change based on your current state.
Organizations should be wary of implementing across-the-board cuts during restructuring proceedings. While this may be a common approach, these one-size-fits-all reductions can result in incorrectly sized departments and poor employee morale. Instead, use nuanced analysis by function.
One transportation client started its restructuring by benchmarking itself against the lowest cost competitor in the region and setting bold efficiency targets in every department. Many targets could be achieved immediately, while others required the company to define a plan to overcome roadblocks and reach strategic objectives within 6 to 12 months. This resulted in near-term cost savings ranging from 20 to 60% across several business functions, with an average cost reduction of approximately 40%.
Have a clear and detailed plan
When developing an operational turnaround plan, it’s important to gain rapid clarity about future organizational needs, minimizing or eliminating excess wherever possible. Tools such as zero-based organization (ZBO) and zero-based assets (ZBA) can help reach ambitious targets. In a restructuring, it is important to demonstrate to internal and external stakeholders that the organization is prioritizing the highest impact activities, such as rightsizing the footprint, supply chain, and headcount to align with future strategy.
Prioritize the highest impact activities to maximize value...and move fast
These tools can also help to either invest in activities that are central to the organization’s value proposition, or, eliminate activities that no longer support the strategy. Likewise, it’s important to pinpoint the one-time costs required to implement these changes. Digitization is a crucial enabler of long-term cost reduction however should only be utilized when the appropriate people and processes are in place.
By using a ZBO approach, two different airlines managed to reduce their management and administrative costs by between 37 and 42%. Through categorizing and benchmarking all activities against the CEO’s future state goals, they were able to differentiate activities that would drive the future business from those that could be automated, simplified, or even eliminated. This combination of process and speed enabled the business leaders to make the right decisions rapidly, maintaining alignment with their future vision.
In a restructuring, you also need to move fast. It is critical to maintain a simple, documented list of significant transformational milestone activities and dates for transparency and accountability.
Recognize the importance of change management
Change is challenging; therefore, engage your employees using reason and emotion to help them embrace the transformation. The most successful change management programs focus significantly on shifting culture, but this change only works if there is a high degree of psychological safety, where employees can vocalize concerns and opinions without fear of repercussion. Listening to ideas for improvement that have been overlooked or thought difficult to achieve is critical, while focusing on the most impactful items.
Careful communication is essential. Before making external announcements, internal changes should be communicated using in-house forums such as townhalls and department meetings. Employee sentiments should be distilled regularly.
Your leaders should be prepared to over-communicate, clearly articulating to employees about the challenges – and the opportunities – that lie ahead as the turbulent times pass. Empathy and humility are important traits to reassure your people that leaders are supporting them despite the hard decisions.
Final thoughts
While in the very short term “cash is king,” in a major restructuring it is vital that the collective team focuses on maximizing long-term value which supports the strategy. This sets the context of the entire transformation and allows employees to feel a sense of ownership rather than resist change. Done well, it gives leaders the opportunity to reframe the organization for a more resilient future.
Thanks to Morgan Zaidel for contributing to this article.
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Restructuring Plan Template

What is a Restructuring Plan?
A restructuring plan outlines a set of changes that an organization makes to its operations, structure, or financial situation in order to improve its performance and profitability. It typically involves a combination of cost-cutting measures, process improvements, and organizational changes. It can also involve changes in management or ownership. The goal of a restructuring plan is to make the organization more efficient and productive, while also increasing its financial stability.
What's included in this Restructuring Plan template?
	3 focus areas
	6 objectives

Each focus area has its own objectives, projects, and KPIs to ensure that the strategy is comprehensive and effective.
Who is the Restructuring Plan template for?
This restructuring plan template is designed for organizations of all sizes and industries. It provides a comprehensive guide to help organizations develop a strategy for restructuring their operations. The template includes sections for defining focus areas, setting objectives, establishing measurable targets (KPIs), implementing related projects, and utilizing a strategy execution platform to see faster results.
1. Define clear examples of your focus areas
Focus areas are the specific areas of your organization that you wish to target for improvement. Examples of focus areas may include streamlining internal operations, improving employee performance, and improving customer service. Each focus area should have a clear purpose and goal.
2. Think about the objectives that could fall under that focus area
Objectives are the specific goals you wish to achieve within each focus area. For example, if your focus area is streamlining internal operations, your objectives may include reducing operational inefficiency and increasing transparency. It is important to set measurable objectives that can be tracked and monitored.
3. Set measurable targets (KPIs) to tackle the objective
KPIs, or key performance indicators, are numerical values that measure the success of your objectives. For example, if your objective is to reduce operational inefficiency, you may set a target KPI of decreasing the average process completion time from 3 hours to 2 hours. KPIs should be measurable, attainable, and relevant to the objective.
4. Implement related projects to achieve the KPIs
Projects, or actions, are the steps taken to achieve the desired outcomes of each KPI. For example, if your KPI is to reduce the average process completion time from 3 hours to 2 hours, your action steps may include simplifying processes and procedures. It is important to ensure the projects directly relate to the desired outcome of the KPI.
5. Utilize Cascade Strategy Execution Platform to see faster results from your strategy
Cascade is a strategy execution platform that makes it easy to track, analyze, and optimize your strategy. It enables you to quickly visualize your progress and make data-driven decisions that maximize the success of your restructuring plan. With Cascade, you can see faster results and higher levels of efficiency from your restructuring efforts.

5 steps to include in the company reorganization process
Reading time: about 7 min
Company reorganization often includes a change in the organizational or financial structure of a business. This is normally done through a merger, rebranding, acquisition, recapitalization, or change in leadership. This part of the reorganization process is referred to as restructuring. Planning and communication is key to a successful company reorganization.
That's why a company reorganization process must be undertaken with sensitivity, strategy, and foresight. If you’re shaking up an entire company, the key to success is planning and communication. 
What is company restructuring?
Company restructuring is a corporate management term that broadly refers to a company doing one of the following:
	Changing its organizational structure, which can involve shifting direct reports to a different manager, reallocating resources to other parts of the business, etc.
	Changing its financial structure, which can involve selling assets, refinancing debt at lower interest rates, or even filing for bankruptcy

For the purposes of this article, we'll focus on organizational restructuring.
Why do companies reorganize?
There are many reasons for org restructure. The primary reasons for restructuring can include:
	Something is broken. If your organization isn’t meeting its KPIs, if your processes or employees have become inefficient, or if there are essential tasks that aren’t covered by any position, it may be time to consider a company restructure.
	Your company has merged with or acquired another organization.
	An employee in a key position has left, which leaves an opportunity to question the organizational structure.
	You want to make way for a new opportunity, such as launching a new product or capturing a new market.
	The needs of your customer base have changed.
	The organization has grown or is downsizing.
	Managers have too many direct reports.

Occasionally, companies choose to just undergo a department restructure, which means only a specific department will go through the restructuring process.
When that happens, the company has identified problems or inefficiencies within just one department, but because a company is heavily interconnected, what affects one department often affects other departments. So while it’s certainly easier to reorganize a department, it’s not uncommon for a company to overhaul its entire company structure at once.

Not sure whether your own company needs to consisder an org restructure? Find out with these 8 signs.
Include these 5 steps in the company reorganization process
1. Start with your business strategy 2. Identify strengths and weaknesses in the current organizational structure 3. Consider your options and design a new structure  4. Communicate the reorganization plan 5. Launch your company restructure and adjust as necessary  
How to restructure a company or department
No matter your reasons for changing your org structure, consider adding these steps to your company reorganization planning process.
1. Start with your business strategy
The first component of company reorganization strategy is finding out why upper management wants to reorganize in the first place. Without understanding the new direction the company’s heading or defining the problem the company is hoping to solve, there is nothing to guide the restructuring process and no way to measure its success.
The business strategy will arm you with the goals or criteria you’ll need to meet with this company reorganization plan—if such a plan is even practical.
If your company hasn’t solidified its business strategy yet, take a step back and go through the strategic planning process  first.

2. Identify strengths and weaknesses in the current organizational structure
With the strategy in mind, you need to consider where your current organizational structure is failing to meet company goals and where it’s working. If you haven’t already, create an org chart to gain an elevated perspective on where your company structure stands now.

Part of this org structure evaluation process should be to gather feedback. Too many companies undergo reorganization planning without taking into consideration the people who will be affected by both departmental and company restructuring plans. Your employees often have valuable insights on what isn’t working and what you should continue doing—it’s up to you to gather those insights and include them throughout your company restructure. 
It’s easier said than done, though. Without feeling that their concerns and ideas are taken seriously and are truly anonymous, your employees will be reluctant to divulge any feedback regarding a company restructure. It’s up to you to foster a safe environment in which employees feel their thoughts are valued. Consider sending out an anonymous survey to ask what they would change and how they would approach a company reorganization plan.
It’s also important to listen to key stakeholders in the reorganization planning process and to lean heavily on HR. If you’re in HR, don’t forget to communicate nuances to company restructuring that need special approval and consideration. Documents like union agreements, employment contracts, and work accommodations will all need input from appropriate parties. 
Make sure to weigh the advantages or profit of a potential restructure against the risk, which includes employees leaving due to organizational change. If the problem won’t be solved through restructure, don’t attempt the reorganization. It’s wasted effort—and a potential loss for your company.

Get your team's support. Learn how to get buy-in for changes to your organizational structure.
3. Consider your options and design a new structure 
After determining the problem with the current company organizational structure, gathering feedback from employees and key stakeholders, and considering all the existing job functions, it’s time to create a new organization model. 
Bear in mind that this newly restructured model is only a first draft—it should change before being implemented. This org restructure should include:
	The vertical and horizontal lines of authority
	An indication of who will be making formal decisions within departments
	Attributes of employees, including skills and experience
	The definition and distribution of functions throughout the organization and the relationships among those functions

Consider the pros and cons of different types of organizational structures : hierarchical, horizontal, matrix, etc.
As you’re working through options within your company reorganization process, the best way to see the layout and interdependencies of your new structure is to create an org chart . Lucidchart has a variety of restructuring plan templates available, and you can even import employee data from BambooHR, Google Sheets, Excel, or a CSV to create an org chart automatically.
Don’t attempt a company reorg without a visual to clarify your course of action to employees and keep all parties on the same page.
4. Communicate the reorganization
Once you’ve weighed various options in your reorganization planning and determined your best path forward, it’s time to announce the company restructuring plan.
Don’t spring the change on your employees. Make communication and transparency the highest priority throughout your company reorganization process—again, an org chart can help create clarity in this situation, especially paired with details about each role's responsibilities . You might need to communicate separately with managers or anyone with a direct report to ensure that they’ll be able to answer questions and help with execution.

At this point, your employees may provide feedback on the proposed company restructure. As an HR professional or a manager, this is the time to extol the amount of consideration that went into the reorganization plan and the benefits it will provide to everyone. Welcome questions—after all, carrying out a successful company reorganization process from start to finish takes the cooperation of everyone involved.
5. Launch your company restructure and adjust as necessary
The moment has finally arrived to execute the org restructure. Remember that change can be difficult—give employees some time to adjust to the restructuring process and accurately gauge its effects. Think back to your business strategy, and make adjustments if the new organizational structure still doesn’t meet your ultimate goals.
Need help getting employees to accept change? Consider these change management models  to help them prepare.
Start planning your company reorganization now
As a leader, your attitude about the company restructure strategy sets the tone for how it will be received by your employees and co-workers. If you’re excited about the restructuring, that excitement will be reflected in all involved throughout the reorganization process. If you’re somber, expect those affected to be suspicious and maybe even hostile. 
The bottom line is that company restructuring can be a fresh start for everyone; it can revitalize a company, reinvigorate employees, and allow for greater career growth. But planning and communication are key—start your company reorganization process early, get everyone involved, and stay organized to guide your company to a greater, more efficient organizational structure.

Reorganize your company and plan for the future in Lucidchart.
Lucidchart, a cloud-based intelligent diagramming application, is a core component of Lucid Software's Visual Collaboration Suite. This intuitive, cloud-based solution empowers teams to collaborate in real-time to build flowcharts, mockups, UML diagrams, customer journey maps, and more. Lucidchart propels teams forward to build the future faster. Lucid is proud to serve top businesses around the world, including customers such as Google, GE, and NBC Universal, and 99% of the Fortune 500. Lucid partners with industry leaders, including Google, Atlassian, and Microsoft. Since its founding, Lucid has received numerous awards for its products, business, and workplace culture. For more information, visit lucidchart.com.
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Need to create an organizational chart to define roles and responsibilities within your group? Get started with these org chart templates and examples! You'll also learn how to create an org chart in Google Docs and how to automatically import org charts with Lucidchart.

The typical org chart looks like a pyramid, but not every company functions along a hierarchical organizational structure. Let’s go through the 10 common types of org structures and reasons why you might consider each of them.
Bring your bright ideas to life.
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How To Make Restructuring Work for Your Company
The following excerpt is taken from the "Lessons of Restructuring" section of Gilson's introduction to Creating Value through Corporate Restructuring .
Although the case studies in this book span a wide range of companies, industries, and contexts, some common issues and themes emerge. Taken together, they suggest there are three critical hurdles or challenges that management faces in any restructuring program:
1. Design . What type of restructuring is appropriate for dealing with the specific challenge, problem, or opportunity that the company faces?
2. Execution . How should the restructuring process be managed and the many barriers to restructuring overcome so that as much value is created as possible?
3. Marketing . How should the restructuring be explained and portrayed to investors so that value created inside the company is fully credited to its stock price?
Failure to address any one of these challenges can cause the restructuring to fail.
Having A Business Purpose
Restructuring is more likely to be successful when managers first understand the fundamental business/strategic problem or opportunity that their company faces. At Humana Inc., which jointly operated a hospital business and a health insurance business, management decided to split the businesses apart through a corporate spin-off because it realized the businesses were strategically incompatible—the customers of one business were competitors with the other. Alternative restructuring options that were considered, including issuing tracking stock, doing a leveraged buyout, or repurchasing shares, would not have solved this underlying business problem.
Chase Manhattan Bank and Chemical Bank used their merger as an opportunity to both reduce operating costs and achieve an important strategic objective. Combining the two banks created opportunities to eliminate overlaps in such areas as back-office staff, branch offices, and computing infrastructure. Management of both banks also believed that larger and more diversified financial institutions would increasingly have a comparative advantage in attracting new business from corporate and retail customers. The merger was therefore also viewed as a vehicle for increasing top-line revenue growth. Internal cost cutting alone would not have enabled either bank to achieve this second goal.
Scott Paper's chief executive officer (CEO) decided to implement the layoffs quickly—in less than a year—to minimize workplace disruptions and gain credibility with the capital market. For some companies, however, strategic and business factors could warrant a more gradual approach to downsizing. For example, consider a firm that is shifting its strategic focus from a declining labor-intensive business to a more promising but less labor-intensive business. Ultimately this shift may necessitate downsizing the workforce. However, if the firm's current business is still profitable, the transition between businesses—and resulting layoffs—may be appropriately staged over a number of years. This situation could be said to characterize the mainframe computer industry during the 1980s, when business customers moved away from mainframes towards UNIX-based "open architecture" computing systems. 6
Knowing When To Pull The Trigger
Many companies recognize the need to restructure too late, when fewer options remain and saving the company may be more difficult. Scott Paper's new CEO was widely criticized in the news media for the magnitude of the layoffs he ordered. However, such drastic action was arguably necessary because the company had taken insufficient measures before that to address its long-standing financial problems. Some research suggests that voluntary or preemptive restructuring can generate more value than restructuring done under the imminent threat of bankruptcy or a hostile takeover. 7
Several companies featured in this book undertook major restructurings without being in a financial crisis. Compared to the rest of the U.S. airline industry, United Air Lines was in relatively strong financial condition when its employees agreed to almost $5 billion in wage and benefit reductions in 1994. And Humana was still profitable when it decided to do its spin-off.
What can be done to encourage companies to restructure sooner rather than later? In the case of United Air Lines, management in effect created a crisis that made employees more willing to compromise. Early in the negotiations, management threatened to break up the airline and lay off thousands of employees if a consensual agreement could not be reached. Management made the threat real by developing an actual restructuring plan, containing detailed financial projections and valuations. Moreover, United's CEO at the time had a reputation for following words with deeds, and he was not liked by the unions. (With hindsight, it is debatable whether he really intended to pursue the more radical restructuring plan; however, what matters is that the unions believed he would.)
In Humana's case, the company culture encouraged managers to constantly question the status quo and consider alternative ways of doing business. This sense of "organizational unease" was encouraged by Humana's CEO-founder, who twice before had shifted the company's course to a brand-new industry. As the company's integrated product strategy began to exhibit some problems—although nothing approaching a crisis—a small group of senior managers decided to investigate. This effort, which took place off-site and lasted several weeks, uncovered a serious flaw in the strategy itself, setting the stage for the eventual restructuring.
At each of these companies, there was a set of factors in place that made early action possible. However, some of these factors—a strong or visionary CEO, for example—are clearly idiosyncratic and company-specific. Thus it remains a question whether firms can be systematically encouraged to preemptively restructure. One approach that has been suggested is to increase the firm's financial leverage (so it has less of a cushion when the business begins to suffer); another is to increase senior managers' equity stake so they are directly rewarded for restructuring that enhances value. Such approaches are not widespread, however. 8
The Devil Is In The Details
The decisions that managers have to make as part of implementing a restructuring plan are often critical to whether the restructuring succeeds or fails. In the language of economics, implementation is the process of managing market imperfections. The challenges that managers face here are many and varied.
In a bankruptcy restructuring, for example, one obvious objective is to reduce the firm's overall debt load. However, cancellation of debt creates equivalent taxable income for the firm. Flagstar Companies, Inc. cut its debt by over $1 billion under a "prepackaged" bankruptcy plan. In addition, if ownership of the firm's equity changes significantly, say because creditors exchange their claims for new stock, the firm can lose the often sizable tax benefit of its net operating loss carryforwards. 9 When Continental Airlines was readying to exit from Chapter 11, it had $1.4 billion of these carryforwards. However, to finance the reorganization, the company sold a majority of its stock to a group of investors—virtually guaranteeing a large ownership change.
Companies that try to restructure out of court to avoid the high costs of a formal bankruptcy proceeding can have difficulty restructuring their public bonds. If such bonds are widely held, individual bondholders may be unwilling to make concessions, preferring to free ride off the concessions of others. Thus it will be necessary to set the terms of the restructuring to reward bondholders who participate and penalize those who do not—all the while complying with securities laws that require equal treatment of creditors holding identical claims. This was the situation facing the Loewen Group Inc. as it stood at the crossroads of bankruptcy and out-of court restructuring.
Before a company can divest a subsidiary through a tax-free spin-off, management must first decide how corporate overhead will be allocated between the subsidiary and the parent. The allocation decision can be complicated by management's understandable desire not to give away the best assets or people. It is also necessary to allocate debt between the two entities, which will generally entail some kind of refinancing. The transaction must meet certain stringent business purpose tests to qualify as tax-exempt. And if the two entities conducted business with each other before the spin-off, management must decide whether to extend this relationship through some formal contractual arrangement. Humana's two divisions transacted extensively with one another before its spin-off, and abruptly cutting these ties risked doing long-term harm to both businesses.
Corporate downsizing also presents managers with formidable challenges. In addition to deciding how many employees should be laid off, management must decide which employees to target (e.g., white collar vs. factory workers, domestic vs. foreign employees, etc.) and set a timetable for the layoffs. It must also carefully manage the company's relations with the remaining workforce and the press. This process becomes much more complicated when management's compensation is tied to the financial success of the restructuring through stock options and other incentive compensation. And when layoffs are the by-product of a corporate merger, it is necessary to decide how they will be spread over the merging companies' workforces. This decision can significantly impact the merger integration process and how the stock market values the merger, by sending employees and investors a signal about which merging company is dominant. 10
Bargaining Over The Allocation Of Value
Corporate restructuring usually requires claimholders to make significant concessions of some kind, and therefore has important distributive consequences. Restructuring affects not only the value of the firm, but also the wealth of individual claimholders. Disputes over how value should be allocated—and how claimholders should "share the pain"—arise in almost every restructuring. Many times these disputes can take a decidedly ugly turn. A key challenge for managers is to find ways to bridge or resolve such conflicts. Failure to do so means the restructuring may be delayed, or not happen, to the detriment of all parties.
Inter-claimholder conflicts played a large role in Navistar International's restructuring. The company had amassed a $2.6 billion liability for the medical expenses of retired Navistar workers and their families, which it had promised—in writing—to fully fund. This liability had grown much faster than expected, to more than five times Navistar's net worth. Claiming imminent bankruptcy, the company proposed cutting retirees' benefits by over half. With billions of dollars at stake, the negotiations were highly contentious, and an expensive legal battle was waged in several courts.
FAG Kugelfischer also faced a major battle with its employees over the division of value. Kugelfischer's high labor costs—the average German worker earned over 40 percent more than his/her U.S. counterpart—had made it increasingly difficult for it to compete in the global ball bearings market. However, opposition from the company's powerful labor unions made cutting jobs or benefits very difficult. Moreover, under the German "social contract," managers historically owed a duty to employees and other corporate stakeholders as well as to shareholders. So any attempt to cut labor expense could well have provoked a public backlash—especially since at the time the company's home city of Schweinfurt had an unemployment rate of 16 percent.
For publicly traded companies, the success of a restructuring is ultimately judged by how much it contributes to the company's market value. —Stuart Gilson
Sometimes disputes over the allocation of value arise because claimholders disagree over what the entire company is worth. In Flagstar Companies' bankruptcy, junior and senior creditors were over half a billion dollars apart in their valuations of the company. Since the restructuring plan proposed to give creditors a substantial amount of new common stock, their relative financial recoveries depended materially on what the firm, and this stock, was ultimately worth.
To bridge such disagreements over value, a deal can be structured to include an "insurance policy" that pays one party a sum tied to the future realized value of the firm. This sort of arrangement sometimes appears in mergers in the form of "earn-out provisions" and "collars." 11 The terms of United Air Lines' restructuring included a guarantee that employees would be given additional stock if the stock price subsequently increased (presumably because of their efforts). And in some bankruptcy reorganization plans, creditors are issued warrants or puts that hedge against changes in the value of the other claims they receive under the plan. 12 Despite how much sense these provisions would seem to make, however, in practice they are relatively uncommon. The reasons for this are not yet fully understood. 13
Getting The Highest Price
For publicly traded companies, the success of a restructuring is ultimately judged by how much it contributes to the company's market value. However, managers cannot take for granted that investors will fully credit the company for all of the value that has been created inside.
There are many reasons why investors may undervalue or overvalue a restructuring. Many companies have no prior experience with restructuring, so there is no precedent to guide investors. Restructurings are often exceedingly complicated. (The shareholder prospectus that described United Air Lines' proposed employee buyout contained almost 250 pages of text, exhibits, and appendices). When it filed for bankruptcy protection in Thailand, Alphatec Electronics Pcl had over 1,200 different secured and unsecured creditors, located in dozens of countries. And restructuring often produces wholesale changes in the firm's assets, business operations, and capital structure.
So in most restructurings, managers face the additional important challenge of marketing the restructuring to the capital market. The most obvious way to do this is to disclose useful information to investors and analysts that they can use to value the restructuring more accurately. 14 However, managers are often limited in what they can disclose publicly. For example, detailed data on the location of employee layoffs in a firm could benefit the firm's competitors by revealing its strengths and weaknesses in specific product and geographic markets. Disclosing such data might also further poison the company's relationship with its workforce. In its public communications with analysts, United Air Lines' management could not aggressively tout the size of the wage/benefit concessions that employees made to acquire the airline's stock, since many employees entered the buyout feeling they had overpaid.
Management's credibility obviously also matters in how its disclosures are received. Many restructurings try to improve company profitability two ways, by both reducing costs and raising revenues. Scott Paper Company's restructuring was also designed to increase the firm's revenue growth potential by leveraging the brand name value of its consumer tissue products business. Management was quite open in declaring this goal. However, experience suggests that investors and analysts generally reward promises of revenue growth much less than they do evidence of cost reductions. In public financial forecasts of the merger benefits, Chemical and Chase management downplayed the size of the potential revenue enhancements, even though privately they believed the likely benefits here were huge.
When conventional disclosure strategies are ineffective in a restructuring, sometimes more creative strategies can be devised. As part of its investor marketing effort, United Air Lines began to report a new measure of earnings—along with ordinary earnings calculated under Generally Accepted Accounting Principles (GAAP)—that excluded a large noncash charge created under the buyout structure. The new earnings measure, which corresponded more closely to cash flows, was designed to educate investors about the buyout's financial benefits. Acceptance of this accounting innovation by the investment community was uneven at first, however.
Of course communicating with investors is relatively easy when the company is nonpublic and/or closely held. But having no stock price is a double-edged sword, as the case of Donald Salter Communications Inc. illustrates, since it is then harder to give managers incentives to maximize value during the restructuring.
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A Step By Step Guide to an Effective Company Restructure

As a business grows, there will inevitably be challenges and ever-changing market conditions—many of which are unforeseen. To survive in a hyper-saturated, competitive market, companies have to be agile and willing to pivot in order to capitalize on opportunities or optimize inefficiencies.
Often, tough decisions need to be made, whether it is rejiggering strategic and financial operations or fully restructuring the company. But successfully implementing sweeping organizational changes is no simple task. It requires vision, a plan, and, most importantly, the participation of all employees and stakeholders.
A haphazard plan or a restructure that does not have support from C-suite on down will be dead on arrival. So, how can you effectively and successfully restructure a company?
This guide has your answers.
Reasons For a Company Restructure
To fund growth opportunities and drive progress, companies must engage in a ceaseless hunt to cut costs, be they administrative, general, or sales-related. Often, these cost-reduction strategies involve a reorganization or a restructure of the business (or a department within the business).
In fact, according to McKinsey , “Approximately 60 percent of companies in the S&P 500 have launched large-scale cost-reduction and reorganization initiatives within the past five years.”
Typically this is done for one—if not several—of the following reasons:
	There are organizational problems – Common issues include departmental conflicts, internal inefficiencies, talent mismatches, bureaucratic waste, job overlap, lapses in accountability, or communication breakdowns.
	A key person has left the company – Certain key members of a company can have an outsized impact on the business decisions and organizational structure.

After Apple’s head of design, John Ive, departed the company, CEO Tim Cook pushed a restructure that rebalanced the power dynamics between the design and operations departments. This was in response to the fact that product decisions had been made favoring aesthetic design and form over practicality and durability, resulting in impractical costs and poor customer feedback.   
	The market is shifting – Industries and consumer behavior can shift on a dime. Sometimes a restructure is necessary to seize on a new opportunity or to capitalize on changing markets, consumer bases, products, or services.
	Your company is growing or (shrinking) – As a company fluctuates in size, internal structures must change in accordance.

For instance, Google was growing at such an exponential rate that it was becoming an impossible task to manage as one entity. So, the leaders of the company decided to deconstruct the behemoth by breaking up into the Alphabet Umbrella, which consisted of more than 40 subsidiaries and sub-holding companies, each with its own goals and a CEO focused solely on attaining them. This structure looks like :
	Google Maps
	Infrastructure

How To Effectively Restructure a Company
So, how can you begin the restructuring process? Consider these five steps.
Step 1: Are You Restructuring or Reconfiguring?
Sometimes, a business needs sweeping changes across the entire entity. And for other companies, all that may be required are slight modifications.
One of the first critical decisions you have to make is opting for a total restructure or a simple reconfiguration. As Harvard Business Review notes, two factors play into this decision:
	The level of dynamism or turbulence in your industry
	How urgently you require a strategic shift

According to their research, fast-moving markets—those which fluctuate in size and are responsive to newly emerging competitors—typically respond better to reconfigurations since a restructure can take too long to accomplish in time. But for smaller firms or companies in industries experiencing significant disruption, a total overhaul may be the better approach.
Step 2: Develop Your Criteria
If major changes are to be made, then you will need to clearly outline an action plan with specific, measurable, achievable, realistic, and timely (SMART) goals.
Discuss the issues you are actively attempting to fix as well as the opportunities you hope to seize. Then, rank each of these criteria according to priority—they will be the benchmarks you use to evaluate potential structural alternatives and then measure your success.
As you brainstorm restructuring options, do not fall in love with a single action plan. Instead, have several contingency plans ready so that you can test as you go, responding to what works.
Step 3: Gather the Right Team 
You need the right personnel in place to install organizational changes. For your transition management team, key people will have to take agency over various different roles. What that looks like depends on the size of your company and your specific industry.
That said, ideally, you want a mixture of company leaders and a small team of trusted advisers representing different parts of the business.
Step 4: Communicate
A company restructure can be an unsettling experience, especially for employees who may worry how these shifts will impact their careers or futures at the company. This uncertainty is unhealthy both on an individual level and for the company as a whole.
As you go about the process, be transparent with your intent. Consider building out a visualization for what the new structure will look like and the underlying motivations for the changes. According to The Balance : “Stakeholders, including employees, are more likely to get on board if you not only share the “what” and “why,” but explain the alternatives you did not choose and why.”
Remember, change takes acclimation. And that is especially true if the process involves personnel cuts. Give employees space and time to soak it in, ask questions, and gain a sense of what the restructure will look like.
Step 5: Monitor and Share Success
After a restructure has taken effect, it is important to closely monitor the situation. In doing so, you can confirm that you are moving toward your target and making small course corrections as necessary.
During this process, be sure to regularly highlight wins for the company to demonstrate that the major changes are working. This could be anything from an ROI increase to capturing a larger market share.
From the inside, it is much harder to have perspective and see the fruits of difficult decisions. By getting excited about your progress, you can inspire employees to share your enthusiasm and instill confidence that the company is heading in the right direction.
CFO Hub: Your Partner in A Restructure
A company restructure can create significant lift for a business that results in efficiencies, cost reductions, and competitive advantages— can being the operative word. A restructuring can also be disastrous if you fail to properly plan and execute.
Do you feel like you need help restructuring your company?
Then you’re in the right place.
At CFO Hub, we offer outsourced CFO solutions and financial and strategic consulting. Whether you’re looking for the help of a single expert or an entire team of financial wizards, we have the professionals you need to successfully restructure or reorganize your company.
To discover more, contact us today.

Your browser version is not supported. Try our desktop apps !


	Business Restructuring

What is a Restructuring Plan and when would you use one?
Since the start of last year, some businesses will inevitably have accumulated high levels of debt in order to survive. Debt and consequent repayments can put enormous pressure on cash flow and in some cases, the viability of a business. If this is a situation you recognise, there are various options available. This article explores just one of those, known as a ‘Restructuring Plan’.
Last year saw the introduction of a Restructuring Plan by the Corporate Insolvency & Governance Act 2020. It is not as well-known as other formal compromise arrangement options such as Company Voluntary Arrangements (CVAs) or Schemes of Arrangement. All such compromise arrangements can be used in isolation or in tandem with other tools, for example to create a moratorium against creditor enforcement.
A Restructuring Plan has so far only been used on a handful of occasions but are nevertheless a useful restructuring tool and may be the right option for your business.
What is a Restructuring Plan and how is it different?
A Restructuring Plan is a formal arrangement between a company and its creditors and/or its shareholders. It may be used by companies facing financial difficulties that are capable of being rescued as a going concern (there is no need to wait for imminent insolvency).
A Restructuring Plan may take many forms including:
	A compromise in the amount of the debt
	A debt for equity swap
	Resetting of covenants
	Rescheduling debt repayments. 

The terms of each Restructuring Plan can be tailored to the relevant circumstances.
A Restructuring Plan is subject to approval by creditors formed into classes with similar characteristics/interests, but those classes of creditors that are ‘out of the money’ (i.e., which would have no economic interest in the company were the plan not approved) may be excluded if approved by the Court. The plan must be sanctioned by the Court.
Even ‘in the money’ classes of creditors can be compromised by such a plan, as long as they receive more than they would receive if the plan were not approved and at least one class of creditor approves the plan. That approving class must be one with an underlying economic interest were the plan not approved.
This latter mechanism has become known as a ‘cross-class cram-down’ and is one of the most powerful aspects of a Restructuring Plan. The underlying intention is to ensure that those creditors with the true economic interests are able rationally to approve such plans, without ‘holdouts’ from out of the money creditors scuppering such a plan. This feature is what distinguishes the Restructuring Plan from CVAs and Schemes of Arrangement, as well as informal restructuring approaches.
What are the benefits of a Restructuring Plan?
In situations such as compromising of debt burden , a Restructuring Plan enables a company to restructure its balance sheet and hence release working capital into the business. A Restructuring Plan may also provide a sustainable platform from which new monies (whether debt or equity) can be injected into the company to fund future operations and growth rather than the repayment of existing debt.
Situations when you might use a Restructuring Plan
	Directors will likely use a Restructuring Plan to restructure a balance sheet where the underlying business is viable but for the existing debt burden
	The plan will likely be focused on a particular debt or category of contracts where the terms are particularly onerous. The rationale is that the company would be solvent if the specific debt or contracts could be restructured. This has already been seen in relation to the categorisation and restructuring of property leases. However, this may equally apply where there is one particular contract that is so onerous as to impact upon the solvency of an otherwise viable company. As mentioned above, a Restructuring Plan does not necessarily need to be approved by all of the creditors but only those that currently hold a vested economic interest in the company. So, such a plan may also be a useful option when dissenting creditors that are not ‘in the money’ are preventing a consensual restructuring or other formal compromise arrangement. Because the creditors do not vote together, but in classes, even large individual debts cannot block a Restructuring Plan where the relevant conditions are met
	While the underlying basis of a Restructuring Plan will likely be the compromise or restructuring of the debt, it may also provide a sustainable platform for the injection of new monies into the company for the future. As such, a Restructuring Plan may well be an appropriate option where a shareholder or debt provider wishes to retain control/primary security and is prepared to extend further funding to the business but only on the basis that such funding is used for the future benefit of the business and not used to fund the payment of historic liabilities
	A Restructuring Plan may also be used to deal with an underperforming division of a group in a wider group needs to be wound down in a controlled manner in order to minimise the impact on the remaining companies within the group.

However, each situation will have its own facts and circumstances and a Restructuring Plan can be shaped to each one as needed.
The timing of a Restructuring Plan
The final point to note is that a Restructuring Plan will take time to negotiate, document and implement. You must ensure you start the Restructuring Plan process while you still have the time to agree and implement the plan. Indeed, this is the intention behind the introduction by the government of this procedure.
For a confidential conversation on whether a Restructuring Plan may be right for your business, please get in touch with Neville Side  or  Lee Causer who will be happy to help.
You may also be interested in reading our 9 things you need to do if cash is under pressure in your business and Can your business manage its debt burden?
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	PDF 3. Restructuring plan
Basic principles: Company-wide restructuring to improve value creation: Strategic pivot from revenue growth to profit growth Create a company-wide focus on "high value-add businesses" to improve profitability structure global basis shift to implement value, discipline and improve transparency enhance structure on a linked to based businesses




	PDF Mergers, Acquisitions and Restructuring: Types, Regulation, and
One way that corporate law and governance achieves that goal is to regulate significant transactions - particularly mergers, acquisitions, and restructuring, with an eye towards the two core values served by fiduciary duty doctrines: to ensure care and loyalty on the part of corporate decision-makers.




	PDF Seeing restructuring through a wider lens—and embracing the opportunities
Seeing restructuring through a wider lensand embracing the opportunities 04 Deloitte sees restructuring activities grouped into three segments along a continuum. At one end are simpler measures that may be entertained by a company that has been disrupted, as indeed most companies are today due to the pandemic.




	PDF General Motors Corporation Restructuring Plan for Long-Term Viability
the company, and enable GM to execute its restructuring Plan. Such assistance also helps the company achieve a viable and sustainable capital structure by early 2009.




	(PDF) Ten best practices for restructuring the organization
This paper aims to contribute to the process literature by exploring how companies operating under strong institutional pressures can implement and use a process perspective alongside their...




	PDF 13406
The Restructuring Plan (RP), as introduced under the Corporate Insolvency and Governance Act 2020 (CIGA), ofers a new powerful and flexible court supervised restructuring tool, which has the real potential to reshape the UK restructuring landscape in the coming few years. Traditionally, companies that find themselves in financial dificulties ...




	Organizational Restructuring Process & Templates to Help Plan
The Restructuring Process The decision to undergo an organizational restructuring should not be taken lightly, nor is it a process that happens overnight. Whether you're restructuring the entire company or a single division, there are some key steps you can take to support the successful planning and execution of the restructuring strategy:




	PDF Strategic Restructuring and Business Planning
1 Business Planning as Catalyst 2 Business Planning to Inform Negotiations 3 Business Planning to Launch Implementation Business Planning A decision to consider or pursue strategic restructuring as one element of strategy Business planning Affirmative decision to restructure, followed by implementation Strategic Restructuring




	PDF Medium-Term Management Plan (FY2019 to FY2021)
Company-wide restructuring to improve value creation: Strategic pivot from revenue growth to profit growth . Objective of restructuring : Basic principles: We will prioritize the restructuring of Semiconductor Lithography, Imaging Products Businesses and HQ functions. Create a companywide focus on "high value-added businesses" to




	PDF Restructuring Plans
What Is a Restructuring Plan (RP)? A RP enables a company to propose a compromise or arrangement to its creditors that can bind secured creditors, unsecured creditors, dissenting creditors and compromise members' rights. The plan largely mirrors a scheme of arrangement (with additional advantages and some differences). Procedure




	Strategy And Tactics To Lead A Restructuring In Uncertain Times
Engage advisors early. In all cases, identifying and diagnosing issues early is the best defense. CEOs should always have, and boards often require, a downside plan. With early diagnosis, a company can fully evaluate options and avoid being cornered. Engaging early, by way of an out-of-court restructuring, is often the most viable and pragmatic ...




	Restructuring Plan Template
1. Define clear examples of your focus areas Focus areas are the specific areas of your organization that you wish to target for improvement. Examples of focus areas may include streamlining internal operations, improving employee performance, and improving customer service. Each focus area should have a clear purpose and goal. 2.




	5 steps to include in the company reorganization process
Leadership Company reorganization often includes a change in the organizational or financial structure of a business. This is normally done through a merger, rebranding, acquisition, recapitalization, or change in leadership. This part of the reorganization process is referred to as restructuring.




	How To Make Restructuring Work for Your Company
One approach that has been suggested is to increase the firm's financial leverage (so it has less of a cushion when the business begins to suffer); another is to increase senior managers' equity stake so they are directly rewarded for restructuring that enhances value. Such approaches are not widespread, however. 8.




	PDF Organizational Restructuring: an Opportunity for Growth and Social Networks
Restructuring is a process of making a major change in organization structure that often involves reducing management levels and possibly changing components of the organization through divestiture and or acquisition, as well as shrinking the size of workforce.




	PDF Notice of Restructuring
Nikon has decided to discontinue the current medium-term management plan and launch a company-wide restructuring plan while financially strong, as proceeding with the current plans which are misaligned with the business environment could undermine the ability to generate profits. 2. Objective and Overview of Restructuring




	A Step By Step Guide to an Effective Company Restructure
Reasons For a Company Restructure To fund growth opportunities and drive progress, companies must engage in a ceaseless hunt to cut costs, be they administrative, general, or sales-related. Often, these cost-reduction strategies involve a reorganization or a restructure of the business (or a department within the business).




	PDF Restructuring Action Plan
The analysis of Library operations and services conducted in the past year provided over sixty recommendations from several task groups: Information Services (ISTG), Interlibrary Loans (ILLTG), Technical Services and Selection to Access Workflow Analysis of R2 Consulting LLC (R2/TSTG), Collections and Space Planning (recommendations forthcoming)...




	PDF The New UK Restructuring Plan: an overview
What is it? The UK Corporate Insolvency and Governance Act 2020 came into force on 26 June 2020. It introduced a new restructuring plan procedure amongst its package of permanent measures. The restructuring plan gives directors another tool when considering restructuring options.




	Company Restructuring Plan Template
Company Restructuring Plan Template - Free to Use | Airtable Having trouble visualizing how to build a high-performing organization? Want to quickly compare several potential company structures at once? Org charts are...




	PDF Small- and medium-sized enterprises' restructuring in a ...
restructuring process itself -from a meso-level perspective- can be interpreted as a bargaining process. To be able to restructure or, differently, to change their dependence relations, firms make use of th latitude as comprised in the relations that constitute the meso-level




	What is a Restructuring Plan?
A Restructuring Plan is a formal arrangement between a company and its creditors and/or its shareholders. It may be used by companies facing financial difficulties that are capable of being rescued as a going concern (there is no need to wait for imminent insolvency). A Restructuring Plan may take many forms including:




	PDF Restructuring Plans: Restructuring Foreign Companies in England
Gategroup (RP) This is an interesting example of establishing a connection with England to implement a restructuring plan. The company's restructuring plan utilised a "co-obligor" structure. This involved the incorporation of a new English company, which then executed a deed of indemnity and contribution (a deed poll) in favour ...




	Splunk Announces Fiscal Fourth Quarter and Full Year 2024 Financial
Increased Annual Recurring Revenue 15% to $4.2 Billion Achieved Q4 GAAP Net Income of $427 Million Generated over $1 Billion in Annual Operating Cash Flow and Adjusted Free Cash Flow. SAN FRANCISCO--(BUSINESS WIRE)--Feb. 27, 2024-- Splunk Inc. (NASDAQ: SPLK), the cybersecurity and observability leader, today announced results for its fiscal fourth quarter and full year ended January 31, 2024 ...
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