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Strategic Turnaround

A leader has to look beyond the day to day to pursue a vision.  Even if that means letting some fires burn.

Strategic plans are sometimes regarded by executives as “soft stuff,” abstract and ethereal in relation to the real day‑to‑day work of the organization. Who has time, after all, for vision when there are fires threatening to burn the place down? To be sure, truly threatening fires need to be extinguished. But what about the bigger challenge of transforming an organization from tinderbox into something less volatile? Well reasoned and effectively executed strategic plans can produce results that are far from abstract. And so can a management philosophy that amounts to more than reactive fire fighting. 

It has long been suggested that the principal distinguishing characteristic of the human species is its capacity for forethought - the ability to step into the future and think backward. Management experts have suggested that forethought - the ability to make decisions within the context of an uncertain future - distinguishes, or should distinguish, top-level executives from their subordinates. Such decisions have quality. Some are better than others. The quality of those decisions and the quality of their execution determines the relative success of organizations. Indeed, it’s all that determines success. The differences between higher quality decisions and execution versus lower quality decisions and execution are not abstractions. They are real. You can assign dollars to them as well as human faces and aspirations. 

Looking at the future, General Motors made decisions and executed against them. So did Toyota. Today, it’s apparent whose decisions and execution were better. General Motors layed off tens of thousands of employees and stockholders watched billions of dollars evaporate.
In December of 2004, Jim Gardner gathered his executive team together to begin developing a new strategic plan. He had been CEO of Northeast Georgia Health System for less than six months. Gardner recognized that a strategic plan provided an opportunity to establish leadership and spark a significant financial turnaround. NGHS was not losing money. Its margins, while positive, were, in his view, at least three percentage points below where they should be. From Gardner’s perspective, the organization was underperforming in an environment that wouldn’t long forgive underperformance. And NGHS needed that extra margin. South of NGHS, Atlanta hospitals were investing billions to improve their facilities and to reach the population growth that NGHS should have been capturing.
As the strategic planning process worked its way to completion, Gardner launched a simultaneous turnaround initiative focused on significant expense reductions. Rather than attempt to accomplish the turnaround by executive fiat, Gardner turned to the organization and asked for help. He also engaged a turnaround consultant to help him orchestrate the effort. Physician relationships are challenging for every hospital, but they were particularly so at NGHS. To make meaningful progress, Gardner knew he needed the support of his medical staff and he invested himself personally in building a relationship of trust and involvement.

While the strategic planning process and the turnaround effort proceeded simultaneously, they were highly integrated. There were, at last, two key benefits of this simultaneous effort. Those engaged in the turnaround knew why it was necessary because the strategic planning process, in which they were also engaged, provided a clear perspective on the necessity for improved financial performance. And when the turnaround was complete, stakeholders didn’t need to wonder what was next. They knew exactly how the gains from margin improvement were to be used to build a future worth being part of. In its first year, the financial turnaround at NGHS made more than $20 million dollar available to create that future.  One of the most important things that Gardner did was to connect financial turnaround to a compelling vision of a future in which the organization had moved beyond surviving to thriving.

Leadership had to be brought to bear, tough decisions had to be made and, in some cases, people had to leave. But something unexpected happened. People rallied to the turnaround effort. Many of those involved remarked that they felt like they had been freed from paralyzing ambiguity and ambivalence. They didn’t resent the tough decisions or the change those decisions required. Indeed, they proved hungry for change. The strategic turnaround they helped achieve unified and energized them. It also gave them a greater sense of confidence. They had been tested and proved worthy of the challenge. They knew where they were going and they knew they could get there. Physicians, employees and board members told stories about a new day dawning - a day built of things like trust, focus, pride, momentum and growth. Things had turned around in more than just a financial sense.
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