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ABSTRACT

Turnaround strategy is the process by which a legsimvith inadequate performance is analyzed ampellato
achieve desired results. It is an important toobteest and reverse the sources of competitivefizaghcial
weakness of an organisation as quickly as possiblecompany could be transformed into a learning
organization while adopting turnaround strategytisat they could increase the operation efficienfythe
company and develop a competitive advantage. Toumar strategy in any business organization resalts
effective service delivery, skilled, responsiblel atcountable workers, good Co-operative Governandean
improved businessThe objective of strategic focus is to redefine business and develop the restructuring
plan’s strategic moves for a successful turnaroufidhis can possibly call for product refocusing and
implementing a divestiture, operational realignmentoutsourcing of non-core activities. Althoutle solution
tends to be simple in concept, the restructurind amnaround plan is more complex in its execufibe.
researcher sought to assess the turnaround sésitegieconomic growth at Uchumi Supermarket, Thpqae

of study was to assess the outcome of turnarouategtes of Uchumi Supermarket. The objectivesefdtudy
was to examine the role of stakeholderepositioningand supporttop management reorganisatidraining and
sensitization andtost reduction strategy as well apolicies on turnaround strategies applied at Udhum
Supermarket. The study adopted a case approachen @ get an in-depth of the outcome in impleragan of
turnaround strategies. The target population wagethhundred and eleven staff members of Uchumi
Supermarket comprising of top level and middle len@mnagers. Sample random was used to get actual
individuals. Primary data were collected using gjoesaires and interview schedule while Secondata avas
obtained from a review of published materials oa #ubject of turnaround and from organization repor
documenting Uchumi turnaround. The qualitative dadiected was analyzed using narrative analysidewh
quantitative data was analyzed by the use of Statis?ackage for Social Science Software (SPSjore (22).
Key terms: Turnaround Strategies, Organization Performancehlwni Supermarket.

1.0 Background Infor mation

1.1Turnaround

There are a number of reasons that make a firmrigxe declining profits. Among these reasons aomemic
recessions, production inefficiencies and innowatbreak through by competitors. In many casestesgfia
managers believe that such a firm can survive apdtaally recover if a concerted effort is maderovgeriod
of a few years to fortify its distinctive competés; a grand strategy referred to as turnarounar@@eand
Robinson,2005

A turnaround situation represents absolute andtivelao industry declining performance of a sufici

magnitude to warrant explicit turnaround actiondir/ is said to be in decline when it experiencagsource
loss sufficient to compromise its viability. Turoand strategy emphasizes the improvement of opelti
efficiency and is probably most appropriate whecogooration’s problems are pervasive but not ydicat

(Wheleen and Hunger, 2004). Turnaround strategésion the belief that the market cycle doesrscdbe an
inevitable course of growth followed by decline

According to Wheleen and Hunger (2004), the twoidb&srms of a turnaround strategy are contractiod a
consolidation. Contraction in this case refers ihitial effort to quickly “stop bleeding’ with general across
— the- board cut back in size and costs, the sepbade, consolidation, implements a program talstalihe
now leaner corporation. To streamline the compatans are developed to reduce un- necessary ovedosss
and to make functional activities cost Justifiea tdrther points out that an over emphasis on d@vigs and
costs coupled with a heavy hand by top managengntsually counterproductive and can actually hurt
performance. If however, all employees are encaddg get involved in productivity improvementse firm is
likely to emerge from this retrenchment period taicim stronger and better organized company: having
improved its competitive position and regainingatslity to expand the business. Strategists atiraegrand
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strategies are critical in the long-term succestheffirm, while the need for developing compeétistrategies
cannot be over emphasized.

Turnaround strategy falls under the broader umdorefl grand strategies. These strategies providebsic
direction for actions and forms a basis for cocatid efforts directed towards achieving long-tennsibess
objectives. Strategy ultimately requires achieveimeh a fit between the external situation and inéér
capabilities (Mintzberg et al 2003). The externiation, which constitutes threats and opportesitincludes
influences from political, social, economic andheglogical arenas. On the other hand, internalrenment
constitutes internal capabilities: included herm sirengths, weaknesses, organization systemsigsliesource
capacity and organization culture (Koigi, 2004).

Some scholars have indicated that the successtafnaround strategy is dependent upon both inteandl
external factors. A major concern by scholars arattgioners is an understanding of factors théiluence
success of turnaround strategies in order to gailigre that is likely to result into liquidatioWery little studies
seems to have been done, related studies carriethdude Situma (2006) on turnaround of KCB with a
conclusion that more than one turnaround strategsequired to turnaround an ailing firm. This studgs
limited in that it concentrated only on the banksertor and didn’t specifically address factorg thluence
success of a business turnaround. It is therefadeet that no study has been carried out on ttieesector
and especially so on analysis of business turmarstrategies (Wheleen and Hunger; 2004).

There has been a marked increase in the numbéntf that have been faced with declining profitsl aome
even making huge losses. For instance, East Afficatiand cement made 489 million shillings lossdgeriod
of six months ended 31 September 2008 (Daily Nat&th February 2009, p 25): K-REP bank 472m loss f
period ended 31st Dec 2008(K REP 2008) while Gdtican bank made 281 m after tax loss for the mkrio
ended 31 December 20QBusiness Review2009). Such firms require turnaround strategigsutothem back to
profitability. Therefore it is on the basis of clemliges facing business turnarounds that the reseaseeks to
analyze influential success of turnaround strategaopted in turning around firmsder decline through a case
of Uchumi supermarket Ltd.

1.2 Uchumi Supermarket in Kenya

Uchumi supermarket is a public limited companyhwitie main objective of having an enterprise fanitdple
distribution of essential commodities at affordapléces and creating an outlet for the local maciuifers.
Since 1976 Uchumi set a trend in low pricing to #wvantage of all consumers, while at the same time
maintaining high standards in quality of goods amdvices. In early 2000s Uchumi started to expeden
financial and operational difficulties occasiongdabsub-optimal expansion strategy coupled withkaaternal
control systems.

This resulted in a marked diminution of the Compamgsources which culminated in it suitabilityrteet its
obligations on an ongoing basis. Initial restruictgrof Uchumi did not forestall the deterioratingrfprmance of
the Company. As a result, on 31st May 2006, ther@ad Directors resolved that the Company ceases
operations and on 2nd June 2006, the Debenture ekpolghlaced the Company under receivership.
Simultaneously, the Capital Markets Authority (CM#Jspended the Company's listing on the Nairob¢kSto
Exchange (NSE). Following a framework agreemeniweeh the Government of Kenya, suppliers and debentu
holders, the company revived and commenced opagafiom 15th July, 2006. The new management applied
reorganisation and repositioning strategies whglncreased the organisations revenue and pro\sttedg
internal controls therefore turning around the camptowards a successful turnaround.

1.3 Problem Statement

Most organizations face a major decline in perfarogaat some time in their existence. The respamseith
situations is almost always a major effort to "ttlie company around." It is the opinion of that tiMsaneeded
most in a turnaround situation is some clear-ctgtegy for guiding all organizational actions sattkcarce
resources are not used in unproductive ways. T$tesiegies must be based on information gatheredgh the
assessment of the current operating and strategithhof the organization. It is thus imperative thee survival
and turnaround situation of organizations like Unhtio develop a strategic management model to enel
organization to perform a systematic strategiceevof performance inadequacies and declines thatibated
to the poor performance of the resort over thettargte financial years. The gap in turnaround nesekeading
to the researchers; problem is that issues in toumal aspects is not equally researched. Pastrohskeighlights
research of turnaround in western countries angettioat have been carried out locally are in bankidustry
and not in the supermarket
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It is evident clear that Uchumi supermarket weai ireceivership and the former management couldane it
from the financial and operational difficulties gée employing various management strategies, hewesth
the appointment of new managers the Supermarkgaitng a new lease of life. Thus the study aredythe
turnaround strategies employed by Uchumi supermarke result of process model in management giestef
the new directors.

2.0 Literature Review

2.1 Business Turnaround Concept

Several definitions have been documented by diftesaithors regarding turnaround. Pearce and Robinso
(2005) defined a turnaround situation as represgrabsolute and relatively to industry decliningfpenance

of sufficient magnitude to warrant explicit turnamal actions. This raises questions such as; hovhrdacline

is decline? How much recovery is considered regowerd over what period? In an effort to avoid such
ambiguities, Khandwalla (2007) suggested a moreldied definition of turnaround recovery to prefiility
from a loss situation. Turnaround is the procesw/bigh a business with inadequate performance yaedland
changed to achieve desired results (Schendel, 2@07ym’'s said to be in decline when it experiesca
resource loss sufficient to compromise its viapiliTurnaround is considered to have occurred whédinma
recovers adequately to resume normal operatioren afefined to having survival and regained suskdéna
profitability (Barker and Duhaime, 2004).

The management team must respond swiftly to enthatethe firm goes back to profitability’ in an exeof
firm’'s performance down turn. A faulting firm withost likely to continue to decline and eventuadi ff top
management team lacks the ability to respond ssfidBsto internal and external factors responsitole the
performance downturn (Hambck. 2005). Dung decliretbp management must make well informed decisions
to speed up a firm’s recover. Research indicatas when management formulates and implements irgdrm
turnaround strategies, their firms can turnaroumdnewhen facing declining environmental munificence
increasing environmental dynamism, escalating matemproblems or limited slack resources (Pearce and
Robinson 2005, Barker and Dahaime 2004).

Companies that are in weak competitive position reuagly turnaround strategies at any stage of theclicle.
The questions that the company has to answer aethaeshit has the resources available to develoflles
business level strategy to compete in the induattg how much that will cost. To achieve a succéssfu
turnaround, top management team must first steimma decline and select an appropriate strategyefoovery
(Slatter 2004). This often requires increasing@a's efficiency, stabilizing its internal operat®and reviewing
stakeholder support. The severity of the situatiothe governing factor in estimating the speedhwihich the
retrenchment response will be formulated and at/éPearce and Robinson 2005).once the top mareagem
team has stabilized frm’s performance it must necessarily address the caofsbssiness decline to effect
recovery (Pearce and Robinson 2005)

2.2 Elements of Turnaround Strategy

In the turnaround strategies the focus is on theedpof change and rapid cost reduction and/or teven
generation. (Johnson et al, 2005) identified cri@bilization, management of change, gaining $taklker
support, clarifying the target markets, refocusagl financial restructuring as the core elementbusiness
turnaround. In crisis stabilization the aim igégain control over the deteriorating position. fehis likely to be

a short term focus on cost reduction and /or regeimgrease and these typically involve some sté@s |
focusing organization activities on needs of targeirket sector customers, reviewing pricing strnatég
maximize revenue and reducing marketing costs ootided on target market among other steps. There is
however nothing novel about these steps as maseof are good management practice. The differéasan
the speed at which they are carried out and thesfof managerial attention on them. Studies hawestthat
the most successful turnaround strategies focu rorreducing direct operational costs and on pribdty
gains, whereas the less effective approaches pay ati@ntion to the reduction of overheads.

For successful turnaround changes in managemairisst inevitable, especially at the top level.nkun et al.
(2005) explains the reason for demanding thesegesafirst, because the old management may welidenes
that were in charge when the problems developedarsten as the cause of them by key stakeholsiersend,
because it may be necessary to bring in managewidntexperience of turnaround management. Evehdf t
incumbent managers are willing to implement chanigean effort to turn a company, they often lack th
credibility or objectivity to do so because theg &iewed as having caused or contributed to thblenes in the
first place. Therefore any top manager who mighpede the turnaround effort should be weeded out or
replaced. Finally, the new management is likelycdme from outside the existing organization ands tthey
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may bring quite different approaches to the way dhganization has operated in the past. The claime
management may range from introduction of a neviretzan or CEO as well as changes in the board, édpec
in marketing, sales and finance.

A Company may engage a turnaround specialist withsh eye and complete objectivity. This profesalaan
spot problems that may not be visible to compasiders and implement solutions. Often turnaroundagars
have no political agenda or other obligations tasbthe decision making process, allowing them ke ta
sometimes unpopular, yet necessary, steps regiairesd company’s survival. Gaining stakeholder supmof
tremendous essence since the cooperation of egblemofis essential to the successful managemdmnisifiess
turnaround efforts. The organization’s stakehadirclude the customers, financiers or banks, senspl
employees, shareholders among others. They adl haxested interest in the survival of the busireskit is
likely that as decline has occurred, there has Bees and less good quality of information to thdm.a
turnaround situation it is vital that the key sthdlelers are kept clearly informed of the situatamit is and
improvements as they are being made. Clear assessinthe power of the different stakeholder groupk
become vitally important in managing turnarounch@kon et al. 2005).

Central to any turnaround success is ensuringtglan target market or market segments most likelgenerate
cash and grow profits and focusing revenue gemgyaittivities on those key market segments. Ivideat that
a successful turnaround strategy involves gettinghmtloser to customers and improving the flow afketing
information, especially to senior level managemdéulditionally, clarifying the target market is alékely to

provide the opportunity to discontinue products aedsices that are either not targeted on thos&etsreating
up management time for little return or not maksugficient financial contribution .The firm may alsonsider
outsourcing non-core activities. Finally, in fingalaestructuring, the financial structure of thrganization may
need to be changed. This typically involves chaggfre existing capital structure, raising additidiveance or
renegotiating agreements with creditors, especiadlyks. Scherrer (2003) argues that several keyesits
contribute to a successful business turnaround.

The most important is that the business has a soaral that can be saved. This means a salable grodu
service, a proven market, operating assets andfaagtcapable personnel. The turnaround also requihe

leadership of a competent management, capitalsethroughout the process and the trust and suppalitkey

stakeholders as earlier highlighted.

2.3 Review of Related Empirical Literature

Literature of corporate turnaround have shown t®atain strategies such as retrenchment, cost tieduor
downsizing were among popular strategies adoptedhbge troubled firms. One of the reasons thatethes
strategies were widely adopted by ailing busineas perhaps better explained by survival-based yhé&drs
theory argued that in order to survive, organizatiad to deploy strategies that should be focusetloning
very efficient operation and can respond rapidlyh® ever-changing environment (Lynch, 2003). Hoavein
reality, not all of these troubled companies whadopted this kind of strategies managed to suadbssf
turnaround. Literature in the field of corporatentaround in regards to strategy has been quite desiéloped
for the last three to four decades. Since the esdrfpublication on the subject by Schendel & Pafi01),
literature has been well developed to argue thatatound companies would resort to certain types of
turnaround strategies, namely: debt restructurdpgrating turnaround strategy, strategic portfodistructuring
strategy, and product-market refocusing stratedhofigh different scholar provided different tedaliterm to
these strategies, and sometimes found conflicesglts, these terms are basically presents mdes®the same
meaning. Aside from strategy, there are other nategyy factors which influence performance of &mound
companies, or somewhat influence strategy perfocmaelationship of turnaround companies (Hoferalet
2000).

2.4 Shareholder Repositioning

Maximizing shareholder value is a management grlacialso known under value based managemengtésst
that management should first and foremost condgiderinterests of shareholders in its business ibass
Shareholder value depends on the future streamcofrie and is affected by information on any fattat may
affect the income stream. Such information may Imeoeconomic predictions, substitute technologies,
movements in currency exchange rates, legal dispempetitor's moves, strategic investments, andrs
However, as long as such information affects athéi with similar risk to the same extent, the betaess
returns were not change but remain negligible. Buhe information affects one firm more adverstign the
rest, the beta excess returns of such a firm wecerbe negative. During decline, unanticipated ceamgupled
with inappropriate strategic conduct resulted itealine of performance. Rapp port (2001-2003) ssiggkthat
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shareholder value should be measured as a profidbe stock price and the number of shares outsignd
Since the number of shares outstanding rarely asrghareholder value is directly related to theepof a
stock. Since stock price movement is approximagehandom walk, it is difficult even to imagine thhere
could be a link between strategy and such a mea$wteareholder value. The random movement of spoicies
confirms that the financial market is efficient. @@oer (2007) suggested that the random movemengtoak
price were around an "intrinsic value" (Grahamlet2002). Graham et al. (2002) defined the "irdignvalue"
of a firm as the net present value of the futureash of income. This is called the fundamentalysisimodel.

Financial analysts who value stocks track a fil®,competition, the economy and other related facihich
affect the future stream of income and then eséntat"intrinsic value”. If the price of a stocklisyond a given
level above its "intrinsic value”, then the analysiuld recommend a "sell"* decision and vice versa.

According to Cootner (2007, such profit-taking béba combined with intense competition ensured et
random walk observed stays within a narrow bandraddhe "intrinsic value". The fundamental analysizdel
suggests that shareholder value is the net prestun¢ of the future stream of income (Rapp port812®D08).
This implies that a drop in income in the near fatwere be valued, and weighted, higher than sirdil@ps in a
more distant future. Hence, firms facing a declméheir income stream were have a sharp drop anettolder
value and this in turn were result in negative leadzess returns.

In a perfect financial market, this revaluationuleboccur in the first year of decline. But, acdagdto previous
research findings (for example Fama et al., 20@ppears that as new information on the contindedine
reaches the market, firm value (i.e. its stock griwould be adjusted to account for this contindeadp in
income. Therefore, if one measures beta excessnsewvery year during decline, it would be negatfive
turnaround firms. Since, non-declining firms coognto grow and since the corporate strategy ofettiiess
would normally not be changed, their beta excetgne were negligibly small. The concept of maxiimig
shareholder value is usually highlighted in oppositto alleged examples of CEO's and other manageme
actions which enrich themselves at the expensbaesolders. Examples of this include acquisitiwhich are
dilutive to shareholders, that is, they may cabsecbmbined company to have twice the profits besé might
have to be split amongst three times the sharetwlde shareholder value is difficult to influendieectly by
any manager, it is usually broken down in compomeatled value drivers.

A widely used model comprise of 7 drivers of shatder value, giving some guidance to managerseReas,
Operating Margin, Cash Tax Rate, Incremental Chpitpenditure, and Investment in Working CapitabsCof
Capital and Competitive Advantage Period. Whileoaus on shareholder value can benefit the owners of
corporation financially, it does not provide a cleaeasure of social issues like employment, enwviremtal
issues, or ethical business practices. A managedesigion can maximize shareholder value while hivggthe
welfare of third parties. It can also disadvantatieer shareholders such as customers. For examplanpany
may, in the interests of enhancing shareholdereyataase to provide support for old, or even naditinew,
products.

2.5 Top Management Reorganization

The human resources have to actively partner with Husiness leadership and develop strategiesettecr
capabilities within the organization to speed up é¢xecution of corporate turnaround (Prasad 2QG®@rature
on human resources strategies has a lot writtedownsizing efforts, especially those adopting adomn
approach, simply focus on reducing the number gflepees (Cameron 2004, Cascio 2003). Firms exparign
negative trends of performance typically resorrétrenchment as their most prominent turnarounategy.
According to Mishra and Mishra (2005), the downsizistrategy commonly adopted by troubled orgaiuinat
in the early 1980s was mainly an effort to reduwe number of employees in order to stay competifileat
trend continued into the 1990s with firms attemptia cut costs through staff-reduction to remaimpetitive
in the global marketplace (Appelbaum et al., 20@aneron et al., 2001). However, in the contexturfcessful
turnarounds, Manimala (2001) observed that the neffective and long-lasting employee management
strategies for troubled organizations were basedroployee engagement and culture building. Changep
management is another well identified human resowtcategy. Leaders are often a contributing soofce
decline (Arogyaswamy et al., 2005). Executivesegittirectly caused the problems at the heart sfscar failed
to recognize the problems early enough (Bibeaul200

The first step or the first priority in a turnaralsituation is the recognition that new managemantmake the

difference (Barker and Mone 1994, Jacoby 2004, Mygnd Meyers 2008). Top management change is widel
recognized as a precondition for successful tuunads, the nature of the top management team immpaoy is
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of greater significance for success or failure tlzeny of the company's products, skills or physiassets
(Murphy 2008). It is the top management who se¢sdfyle and tone of management in the organizatiwh
therefore can involve and empower their employéaspowered employees are energetic, passionate and
experience a feeling of ownership over jobs, whigre encourage and motivate the employees to tféar
innovative best for the company with a customewiser mindset (Prasad 2006). Under such conditions
performance management becomes voluntary and tealstter results as compared to management-gtiat
performance appraisal and monitoring.

A human resource design is a blueprint for procesédauman discharge and appointment. It is a léeftalan

for what to do, why you were be doing it, and thestbways to reach discharging management staff and
appointing others. The three management mandates Saccessful Re-Organization is about Making theoaa
top priority, Establish clear systems of power émdbuild credibility for the new organization. Bdihg morale

is at the top of this list because we find it iseafthe most deficient and yet most crucial aspéckilled
leadership in organization transitions. In othepgra we were present discussions of power and hiliedi
What follows in this paper is a short field manual, architectural blueprint, for building organinagl morale.

Our goal is to help managers who are responsiblleefarganization efforts: first, to recognize imgmt issues
that they may not immediately think about; secdandglarify their own role and responsibilities; arlird, to
identify opportunities to be more effective in ldilg the morale of their organization.

The First Mandate: Make morale a priority: Carl v@fausewitz, the great nineteenth century Prussian
philosopher of war, states that morale is the rimopbrtant element of military strategy, and thaewtall other
factors are approximately equal, morale were bed#sive factor in determining the victor. Duritimes of
reorganization, human emotions come to the foréfrdihe process of reorganization unleashes feads an
anxieties, as well and excitement and hope. lesafrustrations, shortens tempers, leads to lo&sf, and guilt,
and it may disrupt long-standing friendships aridates. Even the people who are generally calmratidnal

in the face of conflict act in unusual ways durageorganization. The dictionary defines moraléthhs moral

or mental conditions with respect to courage, gigwe, confidence, enthusiasm, were ingress to mendu
hardship, etc." Everyone's morale is precariousrmdndarge entity reorganizes. Whoever is in chargeds to
assess the subtle shifts in morale from the verljesti stages of the reorganization, keeping trathkll the
players and how they are responding to the rippfeshange as they occur. A first step in trackingrafe is
keeping the "reorganization scorecard." winnerslaadrs. Building a resilient emotional framewaskai step to
encourage managers who take charge of the emotparaimeters of their newly formed organizations, to
address key tasks like selecting key managersnadlyo dealing with the losers and building moraiorale is

an immediate requirement. Building morale must bepapriority, reflected in the leader's daily cadar, public
behaviors, and private reflections. Morale is bijitinnumerable small decisions and acts, all ottvimust be
true for those undergoing reorganization. It reggiia level of mastery that unfortunately is noewftiscussed
or promoted among managers. This mastery is "thalmo mental condition with respect to couragscitiline,
confidence, enthusiasm and were in gneiss to erftandship. Each member of the leadership teamaseth
that member must offer input into the selectiorihaf rest of the leadership team still to be cho$ée. second
Mandate: Establish clear systems of power: Wheectiahy the Leadership Team: Everyone already omdhoa
who is at the same level and who must communicate cmordinate with the position, ought to partitga
Participation should include interviewing top catates.

Top management sets the moral tone of the orgémizaind it includes checking references. Input &hou
include both communicating recommendations to #esion maker, before the decision is made, anugtteid
about the decision before it is implemented. Theeteo building blocks of expert leadership isvigiking the
talk, cultivate exemplary characteristics, attegdtarefully to communication, track morale andrtglications.
Top management inevitably sets the moral tone Her drganization by personally embodying the valogs
which all would be held accountable. No matter hedaquent and pervasive the official rhetoric i thew
organization would reflect the leader's walk, ratti@n the leader's talk. Behaviors always speakldo than
words, and the behaviors of the top leadershippen to scrutiny from all directions. Leadershipstnzultivate
exemplary characteristics, the leadership behawioas most Effect morale relate directly to therdiband
strength of the leader's inner character integnitisich is the congruence between the vision andcton
expressed in a leader's expressed intentions apatethto the vision and direction expressed inaaldes
observable actions walking the talk.

The third mandate is to build credibility of theganization. The most effective way to address thestantive,

practical concerns which affect the success o fitheis to communicate and discuss thoroughly adpdly the
future direction, including opportunities and riskkerent in that direction, expectations that niaestatisfied to
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exploit the opportunities, Dependencies that messdtisfied among various functional organizatiofibat is
most likely to go wrong, and what should be donemthose things go wrong and the most importaness$o
manage well and how they were be managed. Placglastds and structures of communication and how
processes should be carried out.

2.6 Cost Reduction Strategy

In today's competitive world, corporate and busieesare struggling to maintain profits and healibftom
lines. Cost of production, fuel, raw material andrian resources is rising each year. These develiprhave
prompted organization management to look for Ceduction ideas and methods. Those who have opted fo
focused cost reduction strategies should survieetitmes. In recent economic down turn it becomesemo
important to make cost reduction program a majdraiive in industry. Companies are finding it difflt to
retain people and are laying-off employees whiah amprecedented in recent history of industriabssmon.
Companies have to develop their own cost reducfiopgram for savings without cutting jobs. Multiple
researchers in the field of turnaround managemmphasize the importance of cost retrenchment foireaing
turnaround success (for example Hofer, 2000; Bilbea005; Robbins and Pearce, 2002). Correctlytifieng
the cause of decline allows the turnaround resptmbe tailored to the specific problem.

An early perspective on turnaround strategies darhized the cause of a firm's decline into interaad
external sources of decline (Riggs et al 2007).résmondingly, two types of turnaround strategies ar
distinguished: operating versus strategic turnadosmmategies (Hofer, 2000). Strategic turnaroundtegies
should be used to solve external problems, whilerating strategies should be applied in the cadatefnal
problems. Operating strategies focus on improvenoéritrm efficiency and therefore are closely relhtto
retrenchment of non-performing assets and overgh htost factors. Both types of turnaround respagnses
however, may include asset and cost-cutting elesnevitich are assumed to positively influence pentonce if
closely tied to the assessment of current operatiystrategic health of the firm (Hofer, 2000).

Research on turnaround suggests that the perfoemautcomes of asset and cost reduction are contirage
industry dynamics as well (Morrow et al 2004). Tanounds cannot be sensibly analyzed without takibg
account the context of the financial obligationsl aplated governance arrangements (lgor and Tor@$, 20
Kumar 2003). Hofer (2000) and Robbins and Pear@@3qRargue that companies under severe finantieds
need to make aggressive cost and asset reductiomglér to survive. Slashing labor costs, productosts,
selling and administrative expenses, R&D expendjtand financing costs is a common strategy usdten
early stages of corporate turnarounds (Denis angsé&KP000, Beixin et al 2008). However, as pointetly
Slater (1999), the aggressive reduction of costisemsets is no easy task because of the possgdeipational
resistance to such action. Asset-reduction straselgave been recommended for failing companiesdardo
improve cash inflows (Hofer 2000, Taylor 2002, Haitk and Schecter 2003, Robbins and Pearce 20023hw
would help in meeting the immediate cash obligatias well as for creating more productive assets.

2.7 Summary of Literature

Turnarounds are associated with perseverance aogary following an existence-threatening decliRar(dit,
2000; Chowdhury, 2002) or a master plan of actimesessary to reverse a declining business situéBiarker
and Duhaime, 2007). Utilizing the structure-condpetformance paradigm, the starting point for testihe
factors that influence turnaround liesthe external environment. Schendel et al. (206ayd that downturns in
performance were a result of unfavourable enviramaieshifts combined with organizational ineffictgnor
inappropriate competitive strategies. Other redeasc argued that environmental factors such asstngdu
conditions, government regulations, and exterreftediolders such as financial institutions limit ttheices of
management and therefore influence performancelighaband Kosnik, 2006). The strategy literatureefdete
with conceptualizations of the environment andeffect on organizations. Dess and Beard (2004)goaiz=d
the external environment along three dimensionsjifisence, dynamism and complexity,” with each dinsien
comprised of a cluster of attributes influencing tbrganization in a uniquavay. Of these categories,
environmental munificence (the environment's cagyath accommodate firms) has particular relevaree t
organizational decline and turnaround (Arogyaswashyal 2005). It has long been acknowledged in the
organizational ecology literature that low enviramtal munificence makes it difficult for organizats to
survive (Hannan and Freeman, 2007). Covin and $igh899) suggested hostile environments are claraet
by precarious industry settings, intense compaetjti@rsh, overwhelming business climates, andatagive lack
of exploitable opportunities. Past research suggbstt decline characteristics are important bex#usy either
signal managers that current strategies and researe not effective and create pressure to ch@tgavdhury
and Lang, 2003), or give managers some idea of ineffective current resources are and how fast trey
deteriorating.

182



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) “-,!ll
Vol.8, No.31, 2016 IIS E

According to the cognitive perspective (Hambricldd'Aveni 2000), large firms are likely to have tioous
internal procedures and multiple relationships wgitikeholders, which may slow down their abilityréspond
quickly. Therefore, the presence of size- relategttia in large firms would negatively affect thaibility to
enact turnaround strategies (Meyer and Zucker, R0Bfhall firms may have less complex organizational
structures and may be able to react to changesr fastn larger firms. Arguments from both reseatthams
have received mixed support in the turnarounddttee. Barker and Mone (2004) found no supportttier
positive influence of size on turnaround. Howeudavernan (2003) found that larger organizations tem
respond better to declining performance and turiiuenvironments, respectively. Shetty and Butled0j2
suggested that firm productivity is an encompassimgstruct and evidence of a firm’s overall comipetness
and effectiveness. Although firm productivity coldd related to past cost reduction activitiess ilso a result
of other additional firm level factors such as #&rig market share or sales growth (Arogyaswamy.e2a05;
Barker and Duhaime, 2007). A declining firm thashralatively efficient operations is utilizing itesources
more productively and economically, enabling ifdouson other primary causes of decline.

Related study in Kenya was carried bytSituma(2006)on turnaround of KCB who found out that more than
one turnaround strategy is required to turnaroundaiding firm. He also suggested that hostile ctiods
characterized by intense competition and relativek |of exploitable opportunities affect businessirdy
turnaround process. This study was however limitetiat it concentrated only on the banking seatat didn’t
specifically address factors that influence theconte of turnaround strategies adopted by firms uddeline.
Moreover there was a research gap as the effdeictirs such asshareholder repositionintpp management
reorganization and cost reduction strategy on tounad was not fully determined thus the need farent
study.

2.8 Critique of the Literature

Notwithstanding the wide variety of turnaround wesbes available, Pandit argues ‘few studies e#teidh
formal terms the key aspects’ (2000: 42) and camesetly, he argues that our understanding of theg@imenon

is incomplete. Theriticism of previous turnaround research is nowh&s evident as it is in the words of Winn
(2003) who bemoans the fact that most researctogocate turnaround offers results which are unoaing
and of little assistance to turnaround managempil&i sentiments are voiced by Castrogiovanni, ggaland
Kidwell (1992: 27) when stating that ‘research arfprmance turnaround following CEO change has been
limited and inconclusive’ and Chowdhury (2002) wdrgues that while content-specific turnaround nedess
more convenient, it tends to offer little more thetatic descriptions of turnaround strategies. Witayer
alleging that turnaround researchers are currenkiyng way up the empirical creek without a thdoe¢tpaddle,

it is not surprising to hear other critics call &ystematic theory building based on carefully gilesdl and skilful
executed empirical research on turnaround situs@om responses (Pearce and Robbins, 2003).

Furthermore, given that previous studies have leetihodologically suspect, have overlooked cru@akarch
questions and have employed a degree of theoretggébct, there appears to be ample scope forefuagearch
to make a significant contribution to the liter&uon corporate turnaround (Pandit, 2000). As presho
referred, the scarcity of research carried out ®@nly appointed leaders in these turnaround sitoatfirovides
the perfect opportunity to make such a contributiiso developments within the turnaround efforpegr to
confirm ‘the perils of the J-curve’ as detailed Bgttigrew et al. (2003) and the depiction of theopoas a
‘house of cards’ seems to accurately depict mom@vative forms of organizing (Pettigrew, 2003) ahé

widening strategic arena within companies in gdnera

2.9 Resear ch gap

In any business there are many players all of whwoentargeting the same clients. With increased pmfe
competition, some players in the industry fall bg tvay side, hence requiring turnaround strategigait them

back on track. Turnaround strategies are needed @almisiness worth rescuing goes into crisis: teabive is

to arrest and reverse the sources of competitidefianncial weaknesses as quickly as possible (Tisom and
Strickland, 2001). The tactics of turning arounouginess is to reverse the normal time horizorte@business.
For example instead of looking for a long-termtelgy and then afterwards deciding the short tenticks there
is need to implement short term tactics to givefile a chance of having the long term strategylemented.

In an effort to turn around an ailing firm, the ragement is charged with the responsibility of folating a

suitable strategy to diagnose factors responsisléhefirm’s performance decline.

Understanding what is wrong with the business aow Berious its strategic problems are, is critisialce
different diagnosis leads to different turnaroutmtegies. It should however be noted that notuaharound
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cases are a success story. According to HambridkSaecter (2005) onl25% of the cases of turnaround
managed to recover over a 4-year period- indicdtiagjturnaround especially in difficult operatiegvironment
like mature, competitive businesses is not easyiufber of scholars have indicated that the sucoéss
turnaround strategy is dependent upon both inteandl external factors. A main concern by scholard a
practitioners is an understanding of factors timdiuénce success of turnaround strategies in otaexvoid
failure that is likely to result into liquidatioNery little research seems to have been done; hiiestudy fills
the gap by analyzing th&hareholder repositioningop management reorganization and cost redustiategy
as a measure of turnaround of retail chains catkebfimi in Kenya.

3.0METHODOLOGY

3.1 Research Design

Research design is the general plan of how one gbest answering the research questions (Saunteids e
2007). The researcher adoptaddescriptive case study aimed at establishingotiteome of turnaround
strategies in turning around a firm under declidecording to Gray (2004) the case study methdddal when

a how’ or -why’ question is being asked about atemporary set of events over which the researchsrnio
control. The descriptive case study design wast¥iely used by Situma (2006) in a study of then&wound
strategy adopted at KCB.Target population is deffine, 'all members of a real or hypothetical sepexiple,
events or objects to which a researcher wishesetemglize the results of the research study. Thgeta
population was 225 drawn from Uchumi supermarketanBhes in Nairobi. The Sample size in the study
comprised of 90 managers. The researcher used giuepsampling for the number of supermarkets to be
researched on, and then stratified sampling siheeti feasible to cover all the 225 managers. Tamape
consisted of 90 managers from 15 branches, pum@asimnpling is supported by the argument from Frelesukd
Wallen (2003) who notes that purposive samplingvedid the researcher to select a sample or use itegeabe
researcher believes provided the data needed. €ite@009) suggests, 'indicate the number of pedaplthe
sample and the procedures used to compute the msthavel the researcher chose supermarkets brandtiés
Nairobi and randomly select40% of the populatiomafnagers in each stratum.

The researcher applied Inferential statistics a&dl Worrelation analysis (to measure the strengththe
relationship between the independent and dependaridbles, i.e. the relationship betweedhareholder
repositioning Top managemert rearganisaion, Cog reduction strategy and success of turnaround strategies).
Multiple regression analysis was used to deterntivee relative of each of the variables with respecthe
turnaround strategies in Uchumi). According to Goki2003), multiple regression is a flexible methafddata
analysis that may be appropriate whenever a gatinétvariable (the dependent or criterion varialdeto be
examined in relationship to any other factors (esped as independent or predictor variables).

4.0 Findings
4.1 Stakeholder Repositioning

The researcher sought to investigate the resposidepinion on stakeholderepositioningand outcome of
turnaround strategies at Uchumi. The respondentsigin interview guide were supposed to indicatéherlevel

of agreement based on a Liker scale of 1-5 whaepfesented strongly disagree, 2-disagree, 3-igitigree
and 5- strongly agree. The results were computethéan and presented as shown in table 1 below.
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Tablel. Stakeholder Repositioning& Participation

e s 8 28
= D > <

s8 8 5 § 5% §

B < =z 0O na =

Stakeholder participation
The organization stakeholdeapositioned 35 39 12
, 4.2674
before the turnaround was sluggish
The stakeholderrepositioned before the 37 39 10 O 0

o
o

turnaround contributed to the decline of the 4.3139
company

The new management refined and were algd 43 9 0 0

to enhance more organization stakeholders 4.2906

repositioning

The new  stakeholder repositioning 38 42 6 0 0
encourages innovation and  strategy 4.3720
implementation

The stakeholder repositioning installed 41 33 12 0 0 4.3372
during the turnaround has greatly contributed

to the success of turnaround strategies

Source: Resear cher: 2016

From table 1, the fact that stakeholdepositioninginstalled during the turnaround has greatly cooted to

the success of turnaround strategies had a meaa etd.3372. New stakeholdarpositioningencourages
innovation and strategy implementation, had a nezame of 4.3720. The new management refined and wer
able to enhance more organization stakeholdepssitioninghence a mean score of 4.2906. The Stakeholder
repositioningbefore the turnaround contributed to the declinghef company and stakeholder participation
before the turnaround was sluggish with mean scofe4.2674 and 4.3139 respectively. These findings
indicate that that the management, employees,itdistrs, and the governmergpositioningin the new
Uchumi during the turnaround has greatly contridute the success of turnaround strategies, encesirag
innovation and strategy implementation while thevneanagement refined and were able to enhance more
organization stakeholdertgpositioning.

4.2 Stakeholder Repositioning and Outcome of Turnaround Strategies

The study sought to establish the influence ofettalderrepositioningand outcome of turnaround strategies in
Uchumi.

M odel Summary

Coefficients:

(Intercept) Strongly agree Agree Neutral
0.000e+00 1.000e+00 -2.744e 0

Thus;

Y= strongly agree-2.744e-17

ANOVA (Analysisof Variance)
Hypothesis

HO: regression is not significant
H1: regression is significant
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Test Criteria

At alpha=0.05,

We fail to accept HO if F calculated >F table
i.e 138.2>3.89

Table2. StakeholdeRepositioningand Outcome of Turnaround Strategies

Sour ce of
variation Sum of Squares  df Mean Square F
. 2661.7 2 1330.85 138.2
Regression
Residual 115.6 12 9.63
Total 2797.3 14

Source: Research2p16

4.3 Top Management Reor ganisation functionsthat can enhance full lmplementation of Turnaround
Strategies.

Table 3: Training and sensitization

> - >

g, 8 T o B

°f 5 3 B 2F B

B& < Z a e =
During its restructuring uchumi invested 30 45 11 0 0 4.2209
heavily in training
There has been adequate information flo®3 37 16 0 0 4.1976
during the turnaround process
Employees were actively involved in 36 40 10 0 0 4.3023
setting the agenda during the turnaround
process
Enlightening the employees has greatly 27 45 14 0 0 4.1511

contributed to the success of turnaround
strategies applied at Uchumi.

Source: Research2016

From table abovas per the responses, during its restructuringimcimvested heavily in training hence giving
a mean score of 4.2209. Uchumi enlightened the @yepk thereby greatly contributing to the succdss o
turnaround strategies applied. This had a mearesafo4.1511. Employees were actively involved ittisg the
agenda during the turnaround process, and therebbad adequate information flow during the turnacbu
process. These had mean scores of 4.3023 and 44§¥é&ctively. These findings indicate that Empésyaere
actively involved in setting the agenda during thenaround process in Uchumi. In addition they sted
heavily in training thus encouraged them to owndnategies hence participating fully in implemagtthem.

Model Summary

Coefficients:
Intercept Strongly agree  Agree Neutral
7.050e-15 1.000e+00 -8.864e-17 0

Thus the model becomes;
Y (Management Reorganisatjon 7.050e-15 + 1.000e+00(Strongly agree)-8.864e-17 (Agre€
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Analysis of Variance
Hypothesis

HO: regression is not significant
H1: regression is significant

Test Criteria

At alpha=0.05,

We fail to accept HO if F calculated >F table

i.e 67.99>3.98

ANOVA

Tabled. Training and sensitization

Sour ce of

variation Df Sum Sq Mean Sq F value
Regression 2 1730.2 865.1 67.99
Residual 9 114.5 12.72

Total 11 1844.7

Sour ce: Resear cher: 2016

4.4 Cost Reduction Strategy on Turnaround Strategies.

The researcher aimed at identifying some of thé r@ahiction strategies induced policies in busirsesdor that
greatly influence new Uchumi during the turnaroyamdcess. From the findings; market liberalizatiatigies,

price controls, monitoring of imports atidhely payments, encouragement of development gestand private
sector to mobilize more resources to the sectasrdioation and collaborative ventures among stakishns

induced policies that greatly influenced new Uchdumiing the turnaround process.

4.5 Cost Reduction Strategies & Government Policy

The researcher further sort to ask the respondetiteinfluence of cost reduction strategies & Gowgent
policy on the scale of 5, Strongly agree, 4 AgfeBleutral, 2 Disagree, 1 Strongly Disagree. Thdifigs were
as table 5

Table5. Cost Reduction Strategies & Government Policy

> — >

g, 8 T o B

°f 5 3 B 5B B

B& < Z a el s
Thecost reduction strateggnsured that 35 43 8 0 0 4.3139
the company had exemplary leadership
team during turnaround strategies
Recapturing its former market share has 31 a7 8 0 0 4.2674
been one of the drivers for success of
turnaround
The firm has been able to recapture its 33 43 10 0 0 4.2674
market
share
The government has invested greatly in 39 41 6 0 0 4.3837
the
company
Political influence has helped the 33 40 13 0 0 4.2325
company

Source: Research2p16

Training and sensitization From the above data with a mean of 4.3837, indit#ttat the government invested
greatly in the company, 4.3139 mean affirmed ttattegyensured that the company had exemplary leadership
team during turnaround strategies, 4.2674 meantBatdcompany recaptured its former market shaseblezn

one of the drivers for success of turnaround argdbegen able to recapture its market share, 4.2%25 mrged
that Political influence has helped the company.

HO: regression is not significant
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H1: regression is significant

Test Criteria

At alpha=0.05,

We fail to accept HO if F calculated >F table
i.e 148.351>3.89

ANOVA

Sour ce of

variation Df Sum Sq Mean Sq F value
Regression 2 3085.7 1542.85 148.351
Residual 12 93.6 10.4

Total 14 3179.3

Model Summary

Coefficients:
I nter cept Strongly agree Agree Neutral
30.5447 -0.1563 -0.5187 0.001
Thus;

Y (cost reduction )= 30.5447- 1.1563(Strongly agree)0.5187 (Agree)+0.001(neutral)

Sour ce: Research: 2014

5.0 SUMMARY, FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.1 SUMMARY OF FINDINGS

5.3 Shareholder Repositioning in Turnaround Strategies on Organization Performance.

From the findings, stakeholders greatly contridute the success of turnaround strategies in Uchiime
findings also indicated that stakeholdepositioninginstalled during the turnaround has greatly comted to
the success of turnaround strategies, encouragesvdtion and strategy implementation while the new
management refined and were able to enhance mgemiaation stakeholdersepositioning The study also
established that the government ensured implenientaf policies governing the running of Uchumihanced
better pay to the employees resulting to increaseroductivity of the firm. Respondents indicatdthtt
employees and stakeholders contributed to the saafdJchumi by ensuring there is increased pradtict

5.3 Top Management Reor ganization on Turnaround Strategies.

It emerged that management that implemented irstitaegies in different ways. The major charadiessof
this plan included change in top management this deme in line with the argument that old managertesam
was associated with the causes of the declinetafmatso they had to leave. A new CEO was broughtaard

in addition to other board members at executive aod-executive levels. The CEO gradually brough th
company on truck after the declinehd respondents indicated that strategies madeopymanagement
influenced strength of the company's market pasitogely

The study found that the reorganization of top ng@naent was inevitable during decline and that ttiamsl
managers have a great influence in the positivevigraf the organizationThe whole process included all
aspects of the organization and responsibility putsin everybody’s hands under the watchful leadprsf the
CEO. He provided both leadership and managemels s&tuired for turnaround, Customer service delv
needed to improve and this was achieved througtriassof training for the entire staff. The incoration of
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strategic as well as operational strategies wasitapt in turning the business around. Market ne$ig,
market growth and development of new products fikesonal banking was embarked upon. Going intorothe
markets with less competition and with more gropatential was pursued to ensure survival. Anottrgrartant
aspect of turnaround was stakeholder support.

5.4 Cost Reduction Strategy

The researcher found out thaiarket liberalization policies, price controls, mitoring of imports andimely
payments, encouragement of development partnerpi@vate sector to mobilize more resources to s,
coordination and collaborative ventures among $takkers were some of the induced policies under new
management that greatly influenced new Uchumi dutime turnaround process. Further it waspondents
indicated that comparg/productivity during turn around increased.

5.3 Conclusion

The study concludes thastrategesmace by top manages influenced strength of the company's market paosition
largely. Newmanagement considered stakeholders intered in their srategc decisions highy. Manages' strategic
decisions dfected the cmompany postively. The manages had a practie of trarsparency and commitrent during
decline.

The study further concludes that stakeholders instgllagied a great role in the success of turnarotnatdegies

in the new Uchumi. This was through encouragingoyation and strategy implementation while the new
management refined and were able to enhance mgamiaation stakeholder’s participation. In algk&holder
support and repositioning had the greatest infleefollowed by top management reorganization asty cost
reduction strategy and Government policy in thecess of turnaround strategies adopted in reviegv
Uchumi.

5.4 Recommendation

The study found that by mere putting in place ttwoad strategies, it doesn’t guarantee an orgdaizat
successful turnaround. Based on the research olgecthe study recommends that in order to tuourd an
organization under decline, there is need to enthatfactors that back up turnaround strategiespart into
consideration.

From the findings, stakeholders greatly contributethe success of turnaround strategies in Uchtih@. study
thus recommends policy formulators to include stakder support and participation in the entire &wound
process. In order to counter the natural instiricttakeholders to protect them in relation to firdegline, it is
essential that the turnaround leader retains thgt tif all stakeholders.

On management reorganization aspect, it emergeadvthaagement, Marketing and Customer service ae th
top skills considered in the new Uchumi. The sttidgrefore recommends that organization should exghan
absorption of employees with vast scope of skiléant to facilitate the whole process of revival andvival in
competitive market. This should also take into @emtion employee training in strategic managenireithe
key areas of operations and firms development.
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