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A Hard Look in the Mirror:  
What an Independent Assessment Can Reveal About Bloated Costs 
 
A frustrated Chief Executive Officer (CEO) wants to know why their company is running at full throttle but not moving 
forward. Shareholders are unhappy. The board is aware that activist investors are looking for companies in just this 
type of predicament. What can a CEO do to end stagnation and kick-start profitable growth? 
  
A critical first component of any transformation should be an independent, fact-based assessment of a company's 
performance. Often, costs become entrenched, and budgets grow in girth because managers instinctively protect 
their fiefdoms. They spend every dollar, whether they need to or not. When this pattern is repeated throughout 
an organization, the overall picture that a CEO sees can be significantly distorted. Inefficiencies are compounded if 
budget planning is based on the preceding year's results.   
  
“The important part of our job as transformation agents is to use a zero-based budgeting approach - a clean sheet of 
paper - to look at what the business is capable of achieving,” says Joe Berardino, Managing Director of Alvarez & 
Marsal’s Corporate Transformation Services practice.  
 
Zero-based budgeting is used by global companies including Kraft Heinz, Diageo and Unilever. They plan from 
scratch every year, rather than basing budgets on the previous year’s spending. This requires managers to justify 
costs afresh each year. 
  
“Managers will not openly admit to where they can achieve cost savings because it is an admission of poor 
management,” says Pamit Surana, Managing Director at Alvarez & Marsal in New York. “Instead, they will build a 
case, and/or a wall, in their fiefdom to prevent an independent view of deficiencies and missed opportunities. CEOs 
need an independent view that gives them transparency on figures, rather than the filtered guidance and data they 
are receiving.”  
  
Activist investors focused on streamlining operations are often “making a bet on the magnitude of the filtered 
numbers,” adds Surana. Board members, he says, are sometimes put in the unenviable position of having 
to “defend the management without an independent set of facts to validate their defense.”  
  
A&M recently worked with a client with $400 million in revenue and $405 million in costs. The CEO told the Board 
that his senior executives had identified only $2-$3 million in cost savings. An activist investor believed the company 
could cut costs by $7-$8 million. An independent assessment by A&M uncovered and delivered $40 million in cost 
savings within months.   
  
“The disparity was huge, however the $40 million was accomplished with the buy-in and acceptance of the same 
management team that originally provided the $2-$3 million guidance,” says Surana. “Most often, the issues include 
broken processes and inconsistent data, as well as a lack of alignment with the customer base and overall business 
strategy,” he explains. “We reveal the irrefutable facts by walking in with a mirror.”  

  
Stay informed about the key issues driving companies to seek meaningful, lasting change in From the Inside Out, 

our corporate transformation newsletter.  
  
 
 
 
 

https://www.alvarezandmarsal.com/our-people/joseph-berardino
https://blogs.wsj.com/cfo/2018/02/27/global-companies-extend-use-of-zero-based-budgeting-to-slash-costs/
https://www.alvarezandmarsal.com/our-people/pamit-surana
https://www.alvarezandmarsal.com/search/site?f%5B0%5D=im_field_bulletin_category%3A1856


 

 
 
 
 
 
 
 

JOE BERARDINO 
jberardino@alvarezandmarsal.com 
 
 
 
 
 

MALCOLM MCKENZIE 
mmckenzie@alvarezandmarsal.com 
 
 

 
 
 
For general inquiries, please email us at corptransformationnewsletter@alvarezandmarsal.com 
 
ABOUT ALVAREZ & MARSAL 
Companies, investors and government entities around the world turn to Alvarez & Marsal (A&M) when conventional approaches 
are not enough to make change and achieve results. Privately held since its founding in 1983, A&M is a leading global 
professional services firm that provides advisory, business performance improvement and turnaround management services. 
 
With over 3,000 people across four continents, we deliver tangible results for corporates, boards, private equity firms, law firms 
and government agencies facing complex challenges. Our senior leaders, and their teams, help organizations transform 
operations, catapult growth and accelerate results through decisive action. Comprised of experienced operators, world-class 
consultants, former regulators and industry authorities, A&M leverages its restructuring heritage to turn change into a strategic 
business asset, manage risk and unlock value at every stage of growth. 
 
When action matters, find us at: www.alvarezandmarsal.com 

GOT A QUESTION? CONTACT AN INFLUENCER 
ANSWERS ARE ONE CLICK AWAY 

PAMIT SURANA 
psurana@alvarezandmarsal.com 
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