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Growth Strategies
Leadership

As companies have sought to
slash expenses, plenty of fat has
been cut—and plenty of mistakes
have been made. What lessons
have companies learned?

Adventures in 
Cost Cutting

By JON E. HILSENRATH

C
OST CUTTING is tough business.

The past 30 years are littered
with examples of companies that
have tried to cut costs—only to
have their efforts go awry. Who

can forget the famous slashing ways of Albert J.
“Chainsaw Al” Dunlap, who flamed out in 1998 at
Sunbeam Corp., the household-appliance com-
pany that later filed for bankruptcy-court protec-
tion. More recently there are plenty of examples
like AT&T Corp., Ford Motor Co., or American
Airlines parent AMR Corp., whose share prices
are lower today than they were five years ago,
despite aggressive cost-cutting efforts.

Academic research has shown that repeated
rounds of layoffs can backfire, destroying the
morale and productivity of surviving workers.
Even seemingly innocuous moves like offering
buyout and early-retirement packages to work-
ers can be mishandled, with damaging results.

“There sure are a lot of organizations that
don’t do it right,” says Kim Cameron, a man-
agement professor at the University of Michi-
gan Business School who studied the airline
sector after the Sept. 11 terrorist attacks and
found the most aggressive cost cutters were
also the poorest stock performers.
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