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MAKING THE RIGHT 
STRATEGIC CHOICES
Add value to your practice by adopting an 
innovative mindset to ensure you stay ahead. 

JOEL BAROLSKY
Principal,
Edge International,
and strategy 
consultant to law and 
accounting firms

One of the most important jobs you have is to develop a 
winning strategy for your firm. Put simply, strategy is 
the set of choices you make to maximise the chance of 

winning in the environment you compete in. 
The set of strategic choices you have will usually include 

things like service range, market focus, people, pricing 
and brand.

‘Innovation’ is another essential decision domain. 
Doing nothing on the innovation front is a default choice 
because the external environment will keep changing, even 
if you don’t.

Dr Amantha Imber, the chief judge in AFR’s Most 
Innovative Companies Awards, defines innovation as ‘change 
that adds value’. Using that broad definition, we note that 
insolvency and restructuring firms have three primary 
choices regarding innovation. 

This article explores these three strategic choices and 
the options and practical issues in addressing them.

STRATEGIC CHOICE #1: 
INNOVATION MINDSET AND RISK APPETITE?

  

Your firm’s overall innovation mindset and risk appetite is 
the first choice you need to make. This decision is about 
finding the ideal position on a continuum, with being highly 
innovative at one end and a laggard or late adopter at the 
other. The diagram below describes two intermediate points 
along the continuum – a Fast Follower or Sync with Majority.

In working out your ideal position, it is worth recognising 
the forces at play pulling you towards the two opposite ends.

Most professional services firms are naturally 
predisposed to a more conservative and risk-averse 
position. When weighing up some uncertain future 
innovation benefits against the immediate direct cost of 
time and money, and the risk to reputation and morale, 
the ‘Late Adopter’ position often seems the most prudent 
approach to take. 

There are other factors that often encourage a more 
conservative approach:

• Firms are currently producing acceptable profits  
> no obvious burning platform to provoke change.

• Many clients are not demanding significant change 
> no burning platform.

• Partnership ownership structure  
> no retained funds and impatient capital.

• Focus on the billable hour and utilisation  
> experimentation discouraged and little time 
for innovation. 

• No reward for intrapreneurs or risk-takers  
> no one puts their hand up to lead innovation initiatives.

• Accountants are trained sceptics  
> culture demands precedent/proof.

• No established innovation methodology  
> good ideas go nowhere.
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In contrast, the forces pulling firms in the other direction 
– towards the Innovator end – are growing in significance. 
Significant technological advances, new hybrid working 
arrangements, and additional cost and revenue challenges 
are forcing firms to question whether the past ways of 
working should continue into the future.

On the technology front, virtual conferencing is 
revolutionising creditor meetings and voting. Online 
portals are improving stakeholder communications. 
Cloud-based accounting software like MYOB and Xero are 
a game changer in service productivity. Machine learning 
algorithms to detect fraud have the potential to make 
workouts better, faster and cheaper.

Hybrid working means firms can fish for talent in 
new pools and have more flexible work schedules to 
accommodate staff with competing demands. 

The most obvious benefit of moving towards the Innovator 
end is creating an advantage over direct competitors. It can 
also help firms access much larger mandates and compete 
with firms that have more staff and offices.

STRATEGIC CHOICE #2:  
FOCUS OF INNOVATION EFFORTS?

The second major choice refers to where you can focus your 
innovation efforts: external, internal or on the boundary.

When exploring external opportunities, it is worth 
drawing on the work of Bain & Co Partner Chris Zook, 
otherwise known as the father of adjacency theory. 
Zook states that firms usually consider adjacencies for the 
following reasons:
1. Provide new sources of profitable growth, especially if 

the core business is flat or in decline.
2. Strengthen, reinforce or defend the core business.
3. Compete in the core market in a new way or with a 

redefined business model.
4. Provide a hedge strategy or mitigate risk in the event of 

significant industry disruption.
5. Enable the firm to achieve or live its purpose more 

profoundly.

In his book Beyond the Core, he suggests six types of external 
adjacencies as illustrated in the diagram below.

Access anytime, anywhere

www.turnkey-ips.com   |   ph: +617 2104 9050   |   e: enquiries@turnkey-ips.com

The future of insolvency & restructuring software

Increase Efficiency Ensure regulatory compliance

All-in-one case management

Get in touch to register your interest.

formerly CORE IPS 

Global 
expansion

NEW BUSINESSES

New‑to‑world 
needs

New 
substitutes

New 
models

NEW 
VALUE CHAIN 

STEPS

NEW CHANNELS

Local
Forward 

integration Backward 
integration

Internet

Distribution

Indirect

NEW 
GEOGRAPHIES

NEW 
CUSTOMER 
SEGMENTS

NEW 
PRODUCTS

Sell capability 
outside

Source: Zook, Chris. Beyond the Core: Expand your market without abandoning your roots. 
(p.80) Harvard University Press

New 
segments

Microsegmentation
of current segments

Unpenetrated 
segments

Next 
generation

Support
services

New
to world

Complements



6  AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION JOURNAL  ||  DECEMBER 2022

“If you’re not 
keeping pace or 
changing faster than 
your competitive 
environment, you’re 
going backwards.

Zook’s research provides some useful rules of thumb 
regarding growing into adjacent areas. The odds of success 
of a move that is one step from the core business is around 
35% (across all industries) and drops to less than 20% two 
or more steps from the core. The old adage of ‘sticking to 
one’s knitting’ comes to mind when considering these odds. 
Countering this narrative, the maxim that ‘fortune favours 
the brave’ is also worth considering.

The second focus area for innovation is on the boundary, 
that is, client experience and client interface opportunities. 
A growing body of research shows that a frictionless and 
emotionally engaging client experience is a powerful driver 
in fostering client loyalty and referrals.

Improvement to client experience usually starts by 
mapping the client journey for a typical client and then 
asking: (1) which steps or activities on the journey are ‘ow’ 
(causing pain, making life harder, causing irritation), and (2) 
where’s the potential for ‘wow’ (adding value, creating joy, 
engendering trust). 

The client journey may be adjusted for different 
client profiles or personas, for example, first-timers or 
experienced purchasers.

In one professional services firm, client journey mapping 
found that long-standing clients were irritated by the fact the 
firm’s reception staff didn’t acknowledge them. In response, 
the firm turned an ‘ow’ into a ‘wow’ by asking reception staff 
to do a LinkedIn search of all office visitors at the start of the 
day and then to greet all visitors by name.

The third area of focus of innovation efforts is internal. 
The usual drivers here are improved efficiency and 
effectiveness. The Barolsky Professional Services Value 
Chain below can help identify specific areas worthy of 
innovative change.

So, for example, if ‘Service delivery – Workflow 
and process design’ is selected, the firm would then 
identify innovation opportunities by addressing three 
interrelated questions:

• People  
What changes to ways of working, behaviours, roles 
and responsibilities and organisational or team structure 
are possible and will add value?

• Process 
What changes to how tasks are performed and 
who performs them will add value?

• Technology 
What changes to existing technology or the introduction 
of new automation technology can add value?
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SEVEN AREAS THAT CAN CATALYSE CHANGE

Area Detail Example

Systems The firm comprises numerous systems that 
influence and shape culture, e.g. remuneration, 
performance management, production, 
communication, etc.

A tweak to our performance management and 
reward system gives more weight to innovation 
efforts in bonus decisions.

Stories War stories and case studies convey compelling 
messages around the behaviours and attitudes that 
underpin the desired culture.

We often tell the story about the associate who was 
given 4 hours a day budget relief to re-engineer the 
XYZ process. His efforts ultimately resulted in a 
15% cost saving across the business.

Style The style and role modelling of the firm’s leaders in 
support of the changes. 

Our firm’s managing partner mentions the 
innovation strategy in almost every meeting and 
presentation.

Staff The firm hires and develops people with the 
requisite innovation mindset.

We are introducing criteria and questions in 
employment interviews around openness to 
change.

Structure The firm is redesigning its organisational structure 
to provide more dedicated resources for innovation 
efforts. The structure could also relate to the 
power given to those with an innovation role. 

We created a new cross-disciplinary innovation 
committee to ensure diversity of inputs to 
innovation decisions and encourage broader buy-in 
to changes that we seek to implement.

Symbols The symbols of change ranging from tangible 
changes in office design to more tacit indicators of 
what’s more or less important.

The firm’s weekly report now includes a new 
section on progress and achievements of the firm’s 
innovation efforts.

Shared values The statement of core values used by the firm in 
its strategy documents, performance reviews and 
published materials about the firm.

The firm has a core value of innovation expressed 
as ‘Evolve Always – Curious, imaginative and 
tech-savvy, forever challenging the status quo’.

The firm’s culture can be both a constraint and an enabler of 
innovation. If a decision is made to adopt a more innovative 
mindset and be less risk-averse (Transform), a shift in the 
firm’s culture is likely required to align with this new intent.

STRATEGIC CHOICE #3:  
ROLE AND IMPACT OF FIRM CULTURE?

When shifting culture it is worth reflecting on seven 
areas that can catalyse change, as reflected in the 
table below. These areas are loosely based on the 
McKinsey 7S framework.

IN CONCLUSION
If you’re not keeping pace or changing faster than your 
competitive environment, you’re going backwards.

The turbulence in insolvency and restructuring has 
dialled up a notch or two in recent years. Economic 
conditions are deteriorating for many businesses, and 
regulatory change never stops. Technology is making a 
significant impact on the way work is produced, and service 
is delivered. The Covid-19 pandemic has transformed the 
way we work and interact.

In this world, you can keep on keeping on, or you can 
explore with much more rigour whether you need to become 
more innovative. Innovation will help you start to make 
changes that add real value. 


