TURN-AROUND STRATEGY BY KWALE INTERNATIONAL
SUGAR COMPANY LIMITED

BY
JOSEPH OGWOBO WANDERA

A RESEARCH PROJECT SUBMITTED IN PARTIAL
FULFILLMENT OF THE REQUIREMENTS OF THE DEGREE OF
MASTERS OF BUSINESS AND ADMINISTRATION (MBA),
SCHOOL OF BUSINESS. UNIVERSITY OF NAIROBI (UON).

2012



DECLARATION

I, the undersigned, declare that this is my origimark and has not been submitted for
another degree in any other college, institutiotniversity other than the University of

Nairobi for Academic credit.

Signed Date

Joseph Ogwobo Wandera D61/76091/2009

This project has been presented for examinatiom wiyy approval as the appointed

University Supervisor.

Signed

Date

Dr. Jackson Maalu,
Senior Lecturer,
Department of Business Administration,

University of Nairobi.



ACKNOWLEDGEMENT

I would like to thank God for helping me throughdbe period of study and for the

strength bestowed on me to strengthen my complefitims course.

| wish to take this opportunity to express my smecappreciation to my supervisor, Dr.
Jackson Maalu, Senior Lecturer and Co-ordinatorpattenent of Business Studies
(UoN), for his guidance and direction that has magqessible for me to complete the
project. Special thanks to Maerskline Ltd and Danljoternational Agencies Ltd, my
colleagues and friends at school and work whosané@ial support, words and acts

encouraged me throughout the program.

Special thanks go to all senior managers at Kwakrmational Sugar Company Ltd who
took time out of their busy schedules to accepimsrview. | am highly indebted for the

favour | was accorded. To the various Lectureri@Business School, a big thank you
for the commitment you gave me to make this a tyealnd God bless you as you

continue to mould future leaders of this great dlatf Kenya



DEDICATION
| dedicate this project to my parents: Mr. Georgandéra Bink and Mrs. Beatrice
Anyango Wandera; your love and sacrifice for edooais beyond reach. May the

Almighty God bless you abundantly as | lack womgxpress myself!

Further dedications go to my dear wife Susan andawgly twin daughters Stacy and

Maicy, they are Wonderful gifts and an investmenibbk at. Thank You God!



ABSTRACT

Turnaround strategic management philosophy revoaresind short-term survivability
while endeavoring not to compromise longer-terrmaoound viability thereafter. The
study sought to bring out clearly the strategiepleyed by Kwale Sugar Company

Limited to revamp back to life after having collaggfor a very long period of time.

The main objectives of the study included identifyithe turnaround strategies adopted
by the company and also establish the factorsenfting the turnaround process. One of
the important strategies included reorganizingycesing of the existing team under new
leadership, turnaround management consulting stgmat the extensive support from

turnaround interim managers.

The study applied a case study since it is a resear one organization targeting senior
managers as the respondents. The study used botarprand secondary data. Primary
data was collected using interview guide as dataument whereas secondary data was
collected from the organization brochures, avadattbcuments and the web. Data was
analyzed using content analysis and findings ofstinely were analyzed in prose. From
the findings of the study, some of the many stiaseg@mployed by the Company to
revamp back to business included financial reatirireg, reorganization, strategic

repositioning, modernization and asset reduction.

Execution of the turnaround strategy faces immeasmaplexities, pressure of limited
time, information and resources, as well as unecgytabout the future which have to be
addressed. As a conclusion, the study found ottviirédous strategies need to be applied

in plural to have a successful turnaround process.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Strategic management practices is a continuousepsothat involves attempts to match
or fit the organization with its changing environmhén the most advantageous way
possible (Pearce and Robinson, 2007). Accordinghtmmpson and Strickland (2007),
strategies are the means by which long-term olestwill be achieved. They further
point that strategies are unified, comprehensived emegrated plans that relate the
strategic advantages of the firm to the challeragjebe environment. They are designed
to ensure that the basic objectives of the ent@re achieved through proper execution
by the organization. The role of strategy is tonitfg the general approaches that the

organization utilize to achieve its organizatioobjectives.

1.1.1 Turnaround Strategy

Turnaround is a process dedicated to corporatamandét uses analysis and planning to
save troubled companies and returns them to sojvemarnaround Management
involves management review, activity based costiog} failure causes analysis, and
SWOT analysis to determine why the company isrfgiliOnce analysis is completed, a
long term strategic plan and restructuring plana@eated. These plans may or may not
involve a bankruptcy filing. Once approved, turnard professionals begin to implement
the plan, continually reviewing its progress andckenahanges to the plan as needed to

ensure the company returns to solvency (Thompsdrsaickland, 2007).



According to Thompson and Strickland (2007), therall goal of turnaround strategy is
to return an underperforming or distressed compangormal in terms of acceptable
levels of profitability, solvency, liquidity and sh flow. Turnaround strategy is described
in terms of how the turnaround strategy componehtsianaging, stabilizing, funding
and fixing an underperforming or distressed compamgyapplied over the natural stages
of a turnaround. Pearce and Robinson (2007) sugfyebit to achieve its objectives,
turnaround strategy must reverse causes of distesdve the financial crisis and yearn
to achieve a rapid improvement in financial perfante, regain stakeholder support, and

overcome internal constraints and unfavorable itrgicharacteristics.

In these economically challenging times there aorenand more businesses that find
themselves in a difficult situation where salesfatiing, costs are rising and the creditors
getting ever more agitated. Before a business ownervestor throws in the towel and

winds up the business it is worthwhile considernturnaround approach which before
formulation, the root causes of the crisis muse$iablished. The frequently encountered
causes include revenue downturn caused by a weakoery, overly optimistic sales

projections, poor strategic choices, poor executibra good strategy, high operating
costs, high fixed costs that decrease flexibilitysufficient resources, unsuccessful
Research and Development projects, highly sucdessfopetitor, excessive debt burden,

inadequate financial controls and many others (Mémegnd Hunger, 1995).

While each case is unique, the turnaround processvies processes and the first one is
normally management change where consultants caalleel to manage the firm, this is
followed by situation analysis which is performedevaluate the prospects of survival

and the strategies that may be adopted. This isesded by the emergency action plan



and business restructuring so as to achieve pesitigh flow and ensuring sustainability.
This should eventually return the business to ntrynlay ensuring employee confidence
is regained, strong balance sheet maintained ahdr dbenefits(The Turnaround

Management Association - Southern Africa, 2011).

According to Wheelan and Hunger (1995), there @ @ther types of strategies that can
apply especially when the prospects of the firmeapptoo bleak to continue as an
ongoing operation. They include the exit stratedyciv can further be divided into an
immediate abandonment strategy that exits the maakemmediately liquidating or

selling to another firm or a harvest strategy whéme firm plays the end-game

maximizing near-term cash flows.

Corporate Renewal Solutions' turnaround managerpéiibsophy (2011), revolves
around short-term survivability (getting the busiséout of the hole™) while endeavoring
not to compromise longer-term turnaround viabil{tyow to "climb the mountain®)
thereafter. In doing this, some questions haveetarswered which include: How did it
fall into the hole? (Causes of distress); how disefine hole? (Severity of the financial
crisis, and nature of internal and external congsafaced); how will it get out of the
hole? (Short-term turnaround strategy); what do@seian to be out of the hole? (Short-
term financial turnaround objectives and stakehoklgport); How will it climb the
mountain? (Longer-term turnaround strategy) anadllfmhow high is the mountain?

(Vision).

Turnaround strategies often fail since they focws aghieving a longer-term vision

without getting out of the hole in the first plaeghereby dying in the process, (David,



1986) some also fail because they focus on getiitgof hole without a strategy for
sustainable recovery. Such turnarounds which &gwsn short-time survivability or a
financial turnaround alone tend to be short-liv&d. get out of the hole successfully,
certain longer-term sacrifices often need to be enddhe financial crisis is severe.
Seamlessly dovetailing the actions of getting duhe hole, and climbing the mountain,

requires careful stakeholder management (Robin’aadce, 1992).

1.1.2 TheKenya Sugar Industry

It is one of the oldest modern industrial actiwatia Kenya but its story has not been so
sweet. Poor pay, delayed payments, mismanagemedntaruption have characterized
the industry. With a new sugar strategy in placge Z004-09, however, the sector has
started showing signs of recovery. British settestablished the first sugar mill in 1922,
but the industry recorded minimal growth for thestpaalf century due to political
interference and dilapidated infrastructure in shgarcane-growing areas. Other players
later joined the industry in the late 1960s inchgdithe famous Mumias sugar company
(1968), and other State-owned Chemelil, Nzoia, Bddyanza (Sony), Miwani and
Muhoroni. Ramisi was also one of the old sugar camgs at the southeast of the country

near the coast and collapsed in the early 1980sy@eugar industry report, 2008).

Today, sugarcane is grown mainly in western KemMygando, South Nyanza, Mumias
and Busia. The area under cane is currently ov8y0DP hectares, annually producing
400,000-550,000 tonnes. Almost half of this is m@ebl on smallholdings whilst the
remainder comes from large plantations. It is afsportant to note that the Domestic
demand for sugar is 800,000 tonnes, which leawkiait of up to 250,000 tonnes that is

met by imports from regional sugar producers. IstErica, sugar production is high.



Tanzania, Mauritius and Sudan are the key compgtitith Kenya, and new producers
like Uganda and Malawi are now challenging the ¢ots fragile sugar industry. In
addition, increased regional trade and the opeam@f borders to allow sugar imports
from both the East African Community and the Commidarket for Eastern and
Southern Africa (COMESA) have hurt Kenyan sugardpaers (Kenya sugar industry

report, 2011).

According to the Kenya economic survey for sugatustries (2011), Kenya’'s sugar
industry is currently dominated by competition atie factors responsible for this
include the expiry of the Comesa safeguard measthes recent entry of private
investors into the sector, and the planned prigéitn of the state-owned factories. With
the big deficit to be filled, a number of privatecsor players recently identified
investment in the sugar sector as an avenue toyegalpital to obtain a reasonable
return. The recent entrants to the sector were«k®ugar and Butali Sugar Company. At
the same time, three factories are at differenjesteof construction namely: Sukari,

Transmara, and Ramisi.

Sugar management is the responsibility of the KeSygar Board, which regulates,
develops and promotes the sector. A tentative prareiled by the Agriculture Ministry
in early 2010 showed the government would sell apBicent stake in five sugar
companies to strategic investors and reserve an@@epercent for farmers. Once
factories are profitable, the government would tkel the remaining 19 percent in the
Sony, Chemelil, Nzoia, Muhoroni and Miwani millingpmpanies in initial public

offerings (Kenya sugar industry report, 2011).



According to an article in the Kenya sugar industeport (2011), the Kenya sugar
industry’s woes have mainly been caused by the bagt of sugar production which
makes it unable to compete well with the other eaBican countries. Kenya’'s
production cost of Sh45, 000 per tonne is highanttihat of rivals within Comesa such
as Swaziland, Malawi, and Zambia whose average isoSh20,000. While the rivals
plant the bulk of their sugarcane, Kenyan millely on independent farmers whose cane
pricing is regulated by the Government, which owhkeast five of the sugar firms. As it
stands now, Kenyan sugar companies have been f@tby the comesa treaty which
unfortunately will be expiring on March 2013 expusithe industry again to cut throat
competition. The mills have also not been upgraatadi are suffering heavy debts to the
extent that the government cannot even privatieentlanytime soon. Apart from that,
corruption, poor planning and red tape have redefitlency making the factories weak
competitors in a free market. Drought is also &f@m affecting the industry and this can
be proved by the fact that Chemelil, Muhoroni, Wéehya, and Kibos are operating at
less than half their capacities due to cane shertadpile Mumias Sugar Company is
producing less than it did last year. Most farmames also turning away from sugar cane

farming for better products.

1.1.3 Kwalelnternational Sugar Company Limited

Kwale District was identified as a prospective pléar cane agriculture by entrepreneurs
and a sugar plant M/S Associated Sugar Companyel(Ltat be called Ramisi Sugar
Factory) was established in 1927 near river Ranfiise company established a nucleus
estate and all the sugar cane produced in theeesi@t processed at the factory. For

improving the profitability the company in 1960 ¢@cted nearby small scale farmers as



out growers to grow sugar cane and supply to tHe The sugar industry contributed
heavily to the economy of Kwale. Not only to the gtowers who supplied sugar cane to
the mill, but all round development was observed da the contribution to the
development of different sectors and people byiieetl earning through transportation,
marketing etc. The closing down of this sugar factom 1980 adversely affected the
people dependent directly and in-directly and aldwle economy of Kwale district

(Sugar Industry Reform Report, 2011).

Established in 2007, Kwale International Sugar Camypltd is situated at the old
Ramisi Sugar Company site in Kwale district (cutieiMsambweni District). Its core

activities are to process sugarcane for the pramlucif sugar, ethanol and electricity.
The company currently provides direct employmemnt&®0 local residents. The project
has also created Indirect Employment for over 560pte who work for the various
contractors for the works being done at the si®86 ®f the total work force on site is

from within the Ramisi area (Kwale Sugar Board aimaport, 2012).

Mauritian Sugar giant Omnicane is the force belthrelnew company and is investing a
whooping Sh16.5 billion in the sugar company-a mitna will heighten competition in a
market that has witnessed a number of new entrahts.company, which is listed in
Stock Exchange of Mauritius, would form a joint e with local investors in Kwale
International Sugar Company Limited — giving it @ss to 17, 000 acres of sugar cane.
It would be the biggest entrant to Kenya’'s sugarketaand one of the largest foreign
direct investments in the country’s agro industryihat could shake the dominance of

the sector by Mumias Sugar. The new entrant is agdeto boost competition in the



sugar industry, which is bogged down by high prdidumc costs due to use of poor
technology and old machinery. The company woulg o&l its own as opposed to small-
scale out-grower farmers for cane supplies, atstodhat has worked against efficiency
of local firms for a very long period of time nowt present, the company is working in
Partnership with th&enya Sugar Research Foundation (KESREF) to ascertain the
various types of sugar cane that would be suitbdi@roduction on the Nucleus Estate

and outgrowers at large (Kwale Sugar Board anregrt, 2012).

So far, Mumias Sugar has faced little oppositiortsithe new entrants such Kibos, Soin
and West Kenya do not much its financial muscleniarket where state owned firms
Nzoia, Miwani, Sony, Chemelil and Muhoroni are ggling. Its entry will also

complicate the business environment for the locatipcers as the country removes the
10 per cent duty on imports from least cost produife®m the regional Comesa bloc that

is due to expire in March 2012 (Sugar Industry Ref®eport, 2011).

Just like Mumias, the Mauritius firm will be loolgrat new product lines such as power
generation and a 30,000 litre ethanol productioantpl Kwale International Sugar
Company Limited is also looking forward at estslhiing a water bottling plant, due to be
commissioned in September 2014. This comes as Kermygar sector experiences cane
shortages that has seen millers operate below itapac raised retail prices of sugar to
more than 200 shilings per kilogramme over the tpad months.
The local sugar sector has received a boost wéthoffening of Ramisi sugar factory in
Kwale district. The sugar plant, closed for 28 ge& expected to produce 3,500 tons of
sugar daily at full capacity. The plant has remdidermant for the last 28 years (Kwale

Sugar Board annual report, 2012).



1.2 Research Problem

Turn Around refers to recovery to profitability froa loss or declining situation. Top
management must rescue a declining firm by respgnsiiftly through strategies and
policies to external and internal factors causirgglide with an aim of substantial
recovery. A firm may be said to be in decline wherexperiences a resource loss
sufficient to compromise its viability (Cameron ak 1987). Turn Around may be
considered to have occurred when a firm recoversquately to resume normal

operations (Barker and Duhaime, 1997; Robins arddee1992).

Turnaround is very important especially to Kwaleemational Sugar Company Ltd for it
is to ensure a successful comeback which will im tansure utilisation of the vast
resources left idle for over a period of 27 yeassaaresult of the collapse, economic
development in the wider Kwale County and the courdt large and also ensure
development in terms of technology because of tl&aloration with the overseas
Mauritian Company which will oversee the cane depmient process, infrastructure
development and general factory rehabilitation pratiuction. Apart from that, the area
is also preferred because of its strong globalgmes, capacity that can be improved,
locational advantage and the excellent relatiorsstiipt it has with the local farmers. The
company will play a very important role in the Kamyeconomy on its commissioning as
it is expected to produce over 3,500 tonnes of sutly by using the modern
technologies that will help reduce the high cossofar production by almost half of
what we witness today and at the same time prodti@ol, molasses and other related
cane products both for export and local use. Timepamy first launched its strategic plan

for recovery in 2007 and currently it's almost thgb with the recovery process. The



second turnaround strategic plan is underway aragedetowards production so as to

realize its vision, mission and objectives.

To date few researchers have addressed the tunthstrategic practices of a collapsed
company. The limited research that has been undgrts deeply rooted in the existing
business sector and relates to the declining corepaRurthermore, little or no research
has been undertaken on the difficulties that fiemperience in the development of their
turnaround strategic plans and general managenrawctiges especially on the sugar
industry and collapsed companies. For instancehugi¢c (2009) studied on the
Turnaround Strategies at the Co-operative Bankesfyi@ and found out that there was no
single strategy that was able to confront declirpegormance instead it had to be fought
from various fronts by use of appropriate strategitasheed, (2001) studied Turnaround
Strategies for declining small businesses: thectffef performance and resources
concentration in USA. Kiarie, (2009) did a studytbe Turn Around strategies adopted
by Uchumi Supermarkets Limited: under receiversdmjo noted that the causes of the
decline are diverse and may be a combination offi leaternal and internal business
environmental forces. He also advocated for theafiseore than one strategy: Khadija,
(2011) studied on the competitive strategies enmgaolgy Mumias sugar company to
develop competitive advantage and Owelle, (20lidist on the challenges of strategy
implementation at chemelil sugar company Itd andctaled that employees mattered a
lot and have to be put into consideration whenawere is a new strategy to be
implemented. None of the above studies focusedtm@tegic turnaround practices of
collapsed sugar industries or the sugar firms ettirbulent sugar industry in Kenya.

Accordingly, this study attempts to bridge the kienge gap by seeking answers to the



guestions: What turnaround strategies can be usedvamp a collapsed business and

what are the factors influencing the turnarounccpss?

1.3 Resear ch Objectives.
The study was guided by the following objectives:-
(1) To identify the turnaround strategies adopted by Kwale International
Sugar Company Ltd in revamping back into business.
(i) To establish the factors influencing the Turnaroubhy The Kwale

International Sugar Company Ltd

1.4 Value of the Study

The study, it is hoped, will assist other upcomsgar providers in understanding how
to respond to the kind of challenges experiencedlwsle International Sugar Company
Ltd that made it collapse and also the turnarourategjies that can be practically applied

to come back to operation.

The personnel charged with the responsibility ofrfolating policies and charting the
strategic direction of the depressed and non paifgy organizations will get
information on strategic turnaround practices @f Kwale International Sugar Company
Ltd, which will enhance their decision making analigy design or improvement and
also equip them with the survival techniques eskycafter a turnaround process has
been effected. The findings will also contribute ttee existing body of theoretical
knowledge in the area of Strategic Management asgire future researchers to carry

out further research in the same or related field.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of the literatutated to the purpose of the study. The
chapter is organized according to the objective®ritler to ensure relevance to the
research problem. The review was undertaken inrdadeliminate duplication of what
has been done and provide a clear understandirgxisfing knowledge base in the
problem area. The literature review is based ohaitative, recent, and original sources

such as journals, books, thesis, periodicals asskdiations.

2.2 The Concept of Turnaround Strategy

Turnaround strategy is a process dedicated to catgpaenewal. It uses analysis and
planning to save troubled companies and returnsnthe solvency. Turnaround
Management strategy involves management reviewyitgcbased costing, root failure
causes analysis, and SWOT analysis to determine tivaycompany is failing. Once
analysis is completed, a long term strategic plahrastructuring plan are created. These
plans may or may not involve a bankruptcy filingnd®@ approved, turnaround
professionals begin to implement the plan, contlguaviewing its progress and make
changes to the plan as needed to ensure the comgiamys to solvency (Peters, 1987).
According to Kipkeu (2009), the turnaround strategfers to the plans to be utilized to
return an underperforming or distressed compampotmal in terms of acceptable levels
of profitability, solvency, liquidity and cash flowHe further described Turnaround
strategy in terms of how the turnaround strategymanents of managing, stabilizing,

funding and fixing an underperforming or distressmimpany are applied over the



natural stages of a turnaround. To achieve itsctibgs, turnaround strategy must reverse
causes of distress, resolve the financial crigibjewe a rapid improvement in financial
performance, regain stakeholder support, and owscanternal constraints and

unfavorable industry characteristics (ArogyaswaBssker and Yason, 1995).

2.3 Factorsleading to Business Collapse

In these economically challenging times there aoeenand more businesses that find
themselves in difficult situations where salesfating, costs are rising and the creditors
getting even more agitated (Barker and Duhaim®;719Before a business owner or
investor throws in the towel and winds up the besiit is worthwhile considering a
turnaround approach which before formulation, thetrcauses of the crisis must be
established. Aaker (1998), points out that the desdly encountered causes include
revenue downturn caused by a weak economy, ovetiynstic sales projections, poor
strategic choices, poor execution of a good styateigh operating costs, high fixed costs
that decrease flexibility, insufficient resourcassuccessful Research and Development
projects, highly successful competitor, excessiebtdburden, inadequate financial
controls, mismanagement of organizational resourcesompetitive products, sick
company, acts of God, poor strategy and poor viddmvan (2002), also suggested that
poor business model/execution, lack of expertisggeBence or education, fraud,
overinvestment, high operating costs, new innovatiby competitors or a downturn in
demand which leads to a loss of market share arehue, maladministration and many

others could be some of the reasons.



2.4 TheTurnaround Strategies

These refer to the various mechanisms that carseé 1o reverse the existing negative
trend and among others; they include retrenchmentmprove internal efficiency,
diversification, and liquidation. According to Dsenbf Corporate Renewal Solutions
management group (2011), some of the signs likelyite you an early warning include
persistent negative cash flows, negative profiegliding market share, deterioration in
physical facilities, high turnover rate, low moramong employees, mismanagement of
organizational resources, uncompetitive producisk sompany, acts of God, poor
strategy, poor business model/execution, lack qfegise, experience or education,

fraud, insufficient financial controls, overinvestnt, high operating costs among others

While each case is unique, the turnaround processvies processes and the first one is
normally management change where consultants dedlda manage the firm, this is

followed by situation analysis which is performedevaluate the prospects of survival
and the strategies that may be adopted. This isesded by the emergency action plan
and business restructuring so as to achieve pesitigh flow and ensuring sustainability.
This should eventually return the business to ntrynlay ensuring employee confidence
is regained, strong balance sheet maintained amibwegs (The Turnaround Management

Association-South Africa, 2011).

Gichuki (2009) explains that there are also othgres of strategies that can apply
especially when the prospects of the firm appearhieak to continue as an ongoing
operation. They include the exit strategy which fiather be divided into an immediate

abandonment strategy that exits the market by imategl liquidating or selling to



another firm or a harvest strategy where the fitayp the end-game maximizing near-

term cash flows.

Corporate Renewal Solutions' turnaround manageptelasophy revolves around short-
term survivability (getting the business "out ofthole") while endeavoring not to
compromise longer-term turnaround viability (how"tmb the mountain™) thereafter.
In doing this, some questions have to be answetechwnclude: How did it fall into the
hole? (Causes of distress); How deep is the h@evefity of the financial crisis, and
number and nature of internal and external comggdaced); how will it get out of the
hole? (Short-term turnaround strategy); what do@seian to be out of the hole? (Short-
term financial turnaround objectives and stakehoklegport); How will it climb the
mountain? (Longer-term turnaround strategy incleisif asset reduction and strategic

repositioning) and finally how high is the mountain

There are so many types of turnaround strategieshwhclude the generic turnaround
strategies which can further be broken down to apmwal turnaround strategies,
financial turnaround strategies, reorganizationaoound strategy, strategic repositioning
turnaround strategy, revenue enhancement as ardurrdh strategy, cost reduction as a
turnaround strategy, asset reduction as a turndrsuiategy and many others (Pearce and

Robinson, 2007).

The Financial turnaround strategy refers to finahgestructuring with a view to
strengthening the balance sheet and/or providedirfgn It also deals with revenue
enhancement and Cutback action, which has two diloes; cost reduction and asset

reduction. The Operational turnaround on the otterd implies changes to the value



chain, which in turn requires changes in the ommional structure of the

underperforming or distressed business. Reorghoiz may also entail changes to the
leadership team and it deals with all the peopdeaids in the business. It may entail
restructuring, restaffing, reskilling and turnarduteadership revitalization to yield

improved leadership, management, organizationatttre, organizational alignment and
culture while the Strategic repositioning turnardustrategy aims at Improving

effectiveness and efficiency by basing on chandeth® business domain and value
proposition of the business. It can change theiansand customer value proposition of
the distressed company by changing what produetofiered to what markets and in
which fashion which may in turn change the revenumst - asset structure of the
business, yielding improved profitability and retun capital employed. It may do so by

growing, shrinking or refocusing the business (Mogd&999).

Modernization is also a type of strategy for tumard and it involves developing a new
technology or upgrading the existing strategy whioly in turn ensure increased
production, reduced costs and improved efficieticis normally applied to stabilize the
organization  before  adopting  other  strategies likeexpansion  and
diversification/integration which can either be ti@l, horizontal, concentric or
conglomerate diversification. Repositioning is aéswther strategy that can be used and
the major techniques that can be used here incRe®enchment, Repositioning,

Replacement and Renewal (Howe, 1986).



2.5 Turnaround Stages

Managing the turnaround process involves some stabeh have to be clearly followed
and according to Peters (1987) the stages inclodeurnaround situation assessment
which is the first stage and takes place after rtbed for a turnaround has been
recognized. It involves determining the Short-tesumvivability, Longer-term viability,
Turnaround strategies, and high-level turnarourah glmong many others. Once this is
done an emergency management is carried out whasetioes includes securing the
short-term future of the business through stabifjzine distressed company and laying
the foundation for funding and fixing of the disgtsed company by allowing a window of
opportunity for turnaround plan refinement. Thentround restructuring stage is the
third stage and it involves the implementation leé turnaround plan devised during
turnaround situation assessment and refined duhagemergency management stage.
Turnaround restructuring takes the form of Leadprshestructuring, Financial
restructuring and Strategic, organizational andrafpenal restructuring. This is then
preceded by the turnaround recovery stage whichilerembedding these changes, and
managing the business during its return to norgallthe Turnaround recovery is
characterized by an increased emphasis on prafiggldition to the earlier emphasis on
cash flow, Operational efficiency improvements aBdilding the organization. The

turnaround is completed when the company has reduicmnormal on a sustainable basis.

According to Khandwalla (2001), the format to bédwed when formulating a strategy
plan should include the executive summary; historiernal assessment - strengths and
weaknesses; historical financial analysis; Exteraavironment - industry drivers,

competitive forces, threats and opportunities; sgation; market share ; market



attractiveness; causes of distress - internal atetreal; Approaches to reverse causes of
distress; Approaches to overcome internal and eateconstraints; Approaches to
overcome the financial crisis and rapidly improwetbm-line results; The Stabilization
plan; Funding plan; Turnaround strategy to fix thesiness in terms of strategic
repositioning, reorganization, revenue enhancenwad, reduction and asset reduction;
New organizational structure; Functional plansles& marketing, manufacturing, etc.
Others include the Turnaround leadership; Turnadowtakeholder management;

Turnaround project management and financial prigest

2.6 Managing Turnaround

According to David (1986), to effectively managee thkurnaround process well an
external consultant can be involved and the exgsteam urged to support him/her or
alternatively withdraw the existing team temposards a turnaround specialist is
employed. It should then be followed by an analydishe product, market, production
process, competition, market segment positioninggarc thinking and lastly
implementation of the plans which involves targstiag, feedback and remedial action.
It's also important to ensure that the strategypéelb exploits the opportunities in the
environment and is consistent to the existing resesiof the firm while giving the firm

the competitive advantage.

Turnaround Managers are also called TurnaroundtiBoaers, and often are interim
managers who only stay as long as it takes to eelilee turnaround. Assignments can
take anything from 3 to 24 months depending onsilze of the organization and the
complexity of the job. Turnaround management does only apply to distressed

companies' it in fact can help in any situation wehdirection, strategy or a general



change of the ways of working needs to be impleetentTherefore turnaround
management is closely related to change managemansformation management and
post-merger-integration management (Bibeault, L98R)h growth situation for example
are one typical scenario where turnaround expésts feelp. More and more turnaround
managers are becoming a one-stop-shop and prowtfe with corporate funding
(working closely with banks and the Private Equiymmunity) and with professional
services firms (such as lawyers and insolvencytpi@eers) to have access to a full
range of services that are typically needed inraamound process. Most turnaround
managers are freelancers and work on day rateshbrg are a few very high profile
individuals who work for very large corporations am employed basis and usually get 5

year contracts (Yawson, 2005).

According to the Peters (1987), the components dtiraaround strategy involves
Managing the turnaround which includes enabling poments to manage the
turnaround's stabilization- He states that whenntibenentum of an underperforming or
distressed business is down, such a business hedwsstabilized to ensure the short-
term future of the business through cash manageneash generation and cash
conservation, demonstrating control, re-introdugangdictability and ensuring legal and
fiduciary compliance; He also advocates for fundamgl recapitalization to ensure that
the distressed companies can be fixed financialisgtegically, operationally and in

general.

2.7 Survival Techniques after the Turnaround Process
Turnaround strategies often fail since they focws aghieving a longer-term vision

without getting out of the hole in the first plae¢hereby dying in the process; some also



fail because they focus on getting out of hole wiitha strategy for sustainable recovery.
Such turnarounds which focuses on short-time sabiiity or a financial turnaround

alone tend to be short-lived. To get out of theehsliccessfully, certain longer-term
sacrifices often need to be made if the financi@isis severe. Seamlessly dovetailing
the actions of getting out of the hole, and clingbithe mountain, requires careful

stakeholder management (Cameron et al, 1987).

Once the turnaround strategies have been implechettte company should always

ensure it takes control of its cash flows, analyfrencial situations, carries out strategic
planning, identifies gross margin, identifies thmportant business metrics that will

improve controls (production, financial, managemenarketing), carries out customer
tuning and pruning, eliminates and simplifies (tisi®n art and it is critically important)

the unwarranted processes, automates and delegaseshlishes the firm's corporate
identity, creates a corporate web identity (web&ite-mail), creates and manages credit
and working capital, carries out evaluation & cootus improvement among many
other measures (Bevan, 2002). This new corporgte seeds to be specific and written
down in a strategic plan. More importantly, alltbé company's leadership needs to fully
buy in to the process. An independent professicaal be crucial in shepparding this

process along and overcoming objections (Glueck, €1980).

2.8 Factors influencing the Turnaround Strategaciece
Although a sense of direction is important, it @so stifle creativity, especially if it is
rigidly enforced. In an uncertain and ambiguous lehofluidity can be more important

than a finely tuned strategic compass. When aeglyabecomes internalized into a



corporate culture, it can lead to group think.dh@lso cause an organization to define

itself too narrowly. An example of this is markefimyopia (Modern, 1999).

Many theories of turnaround strategies tend to tgalenly brief periods of popularity.

A summary of these theories thus inevitably exhkilstirvivorship bias. Many theories
tend either to be too narrow in focus to build anptete corporate strategy on, or too
general and abstract to be applicable to spedtfiations. Populism can have an impact

on a particular theory's life cycle and may sediegijon in inappropriate circumstances.

According to Barker et al (1997), There are marasoms why turnaround strategic plans
sometimes fail which include Failure to execute byercoming the four key
organizational hurdles- Cognitive hurdle, Motiweial hurdle, Resource hurdle, Political
hurdle; Failure to understand the customer ;Ingbib predict environmental reaction;
Over-estimation of resource competence; Failureordinate ;Failure to obtain senior
management commitment ;Failure to obtain employeensitment; Under-estimation of
time requirements; Failure to follow the plan; BHesl to manage change ;Poor

communications among many others.

2.9 Previous studies on Turnaround strategiesin Kenya

Most studies on turnaround strategies have coretexdtin the declining but still existing
businesses. Examples of the current studies onafaund strategic practices in Kenya
include Kiarie (2009), Gichuki (2009) and KipkeuO@), and commonly focus on
strategy practices in the developed industrial, mencial and private sector firms.
Others who did their studies on the sugar industgjude Owelle (2011), Odhiambo

(2011) and Khadija 2011.



Gichuki (2009) studied on the Turnaround Strategiethe Co-operative Bank of Kenya
and found out that there was no single strategy wWes able to confront declining
performance instead it had to be fought from vaidonts by use of appropriate
strategies. Kiarie (2009), studied on the turnadowtrategies adopted by Uchumi
Supermarket Ltd: Under receivership and notedtticauses of the decline are diverse
and may be a combination of both external and mafelbusiness environmental forces.
He also advocated for the use of more than onéegiraKipkeu (2009) studied on the
challenges of implementation of Turnaround Stra&egit Telkom Kenya and mentioned
among other things, education, negotiation, opetiggaation and learning as the most
effective ways to prevent challenges during straiegplementation. In his study of the
challenges of strategy implementation at Chemelge® Company Ltd, Owelle (2011),
concluded that employees mattered a lot and habe faut into consideration whenever
there is a new strategy to be implemented. Kha@f{l1), in her study, competitive
strategies employed by Mumias Sugar Company to ldgveompetitive advantage
illustrated various strategies that can be empldyed@ompanies to outwit competitors

including cost leadership strategy, differentiatsord focus strategy.

2.10 Summary

From a practical perspective, it appears that argéions can benefit from Turnaround
strategies. The Turnaround strategic process cas banplistic or complex as necessary.
Most important is that the Turnaround plans aresttged to consider the unique needs
and context that the target organization is opegatwithin. Further, and more
importantly, the Turnaround plans should be viewsd tool that evokes action within

the organization and catapults it to another lelta.a living document that guides the



activities of the organization in a purposeful mammot some show-piece that is shelved
upon completion and if followed properly can liftet company to very high levels from

very low.



CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction
This section looks at how the research processheittarried out. It includes a discussion

on the research design, the data collection metandsiata analysis.

3.1 Resear ch design

This study will adopt a case study research desigere the unit of study will be the
Kwale International Sugar Company Limited. The desis most appropriate when
detailed; in depth analysis for a single unit afdstis desired. Case study research design
provides very focused and valuable insights to phemon that may otherwise be
vaguely known or understood. This research desiga successfully used by Gichuki

(2009) and Kiarie (2009) in similar studies.

3.2 Data collection method

The study will involve collection of both primaryné secondary data. The focus of the
study will be on carrying out an intensive studytloé turnaround strategies applied by
Kwale Sugar Company Limited. To achieve this, priyndata will be collected by way
of interview guides consisting of open-ended qoesti Secondary data will also be
obtained from the company's policies, strategiescuthentation and reports to
supplement the primary data. The respondents walinlp be drawn from top level
management since turnaround is a corporate lexatiegy and senior management are

better placed to respond to the issues requireth&purpose of this research.



3.4 Data analysis

Given the fact that both the primary and secondtata will be qualitative in nature,

content analysis will be the best suited method doalysis. This is a technique for
making inferences by systematically and objectivdgntifying specified characteristics
of messages and using the same to relate trendsfuither argued that the method is
scientific as the data collected can be developwtl lze verified through systematic
analysis (Mugenda and Mugenda, 1999). This apprdechbeen used previously in

similar research like the one done by Gichuki (90081 Kiarie (2009).



CHAPTER FOUR

DATA ANALY SIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the analysis and the restiltse data collected through the in
depth interviews. The analysis is based on the catacted from the thirteen interviews
with Kwale International Sugar Company Limited’ tmanagement. This decision was
arrived at because only the top management had tlé@mation about the subject
matter as they were directly involved in the tumard process.

4.2. Profile of Kwale International Sugar Company Limited

This section covers the history of the sugar commen before the collapse upto where
it is now and the main purpose for this is to hitlp reader understand better why the
turnaround process was necessary and the progiessompany s history dates back to
1927 when it was commissioned as M/S Associate ISGgapany (Later to be called
Ramisi Sugar Factory) near River Ramisi. Its maimppse was to produce sugar by
crushing sugar cane in the factory. Later, the @wgphanged on the management and
was now run by the Madvhani Group from 1947 to 188&n long after its closure in
1980. During this time the company s performanaktbéally deteriorated as it only had
around 3000 employees’ operating in 45000 acressapgorting close to 4000 families
which was not the case when it started. Mr Gach&ijaende a researcher with the
Institutional Development and Management Serviegd the collapse of the factory was
caused mainly by corruption and political interfeze plus huge debts which adversely
affected the people dependent directly and in-tliyemd also whole economy of Kwale

district.



In 2007, The Kenyan government intervenened inatguisition of more than 28000
acres of former Ramisi land whose title was heldhgyBank of India as security for a sh
300 million loan guaranteed by the Government. Kwiaternational Sugar Company
Limited was allocated about 15,000 acres to bun&drtfactory and develop their factory
and develop the nucleus while the remaining 13@d08sawas allocated to the locals in 5

acre parcels for out growing purposes.

The factory is now set to commence production icddaber 2012 having costed about
ksh 24 billion and once fully operational is exmettto create about 15000 jobs,
supporting more than 1.5 million people. The conypsgricultural Research manager
said the factory, once running will require 20%tsfcane requirement from out growers
and close to 1000 farmers have so far registerdterithe President of the Republic of
Kenya re-launched Ramisi in 2007, he said the gowent would expand the area under
cane production to at least 40000 acres, which dvealable the factory to double the
initial 3000 tonnes crushing capacity. The firm @irecently sold a 20% stake to
Mauritius sugar giant Omnicane to manage operai®oarrently increasing the acreage

of the nucleus farm too.

4.3 Cause of Collapse of the Business

The interviewees were asked on the causes of flepse in business and the symptoms
that accompanied the collapse. From the resporits@sgs unanimous that the major

causes of collapse were corruption and politicerierences which eventually led the

company into huge loans that resulted into thepprty being held by the Bank of India.

There were serious financial irregularities and cprement abuses due to lax

management then. There were also serious delayayiments to farmers and suppliers



which led to their withdrawal from supplying andidering produce which in turn led to

less than capacity production which translatedigi ltost of production. This affected
the performance even further as the company catldetain its earnings that was crucial
in the running of the business. The effect was ttatcompany could not pay its workers
nor able to replace its worn out machines as dtrebwear and tear, this was according

to the Agricultural Research and Development head.

Other minor causes suggested by the various mandlgat led to the collapse of the
business included Poor business planning strategms legal structure, and increased
competition from the new entrants in the industspezially around 1980s, Poor Credit
management and Accounting systems and Poor Assetiability management which

eventually led to poor Inventory controls and rezth&ales

4.4 Turnaround Strategiesin Kwale International Sugar Company Limited

The process of Turnaround of the Kwale Internafiddagar Company Limited was
instituted in 2007 and among the strategies usae We generic turnaround strategies
which included the operational turnaround stratggigancial turnaround strategies,
reorganization turnaround strategy, strategic répogng turnaround strategy, revenue
enhancement as a turnaround strategy, cost reduasoa turnaround strategy, asset
reduction as a turnaround strategy and many otfiées.study will look at how each of

the strategies was applied in the company.

4.4.1 Financial Restructuring
This refers to the financial restructuring with i@w to strengthening the balance sheet

and/or provides funding. Kwale International Su@aompany Limited has employed



both short term and long term strategies to helpnplement its commitments both
during normalcy and emergency situations to cotgeturnaround restructuring costs. It
has received funds from both the Government, sbédets and the partner: giant
Omnicane Sugar Company that will help it meet itsking capital costs, restructuring
costs and the investment in new technology anegsystosts. The Financial turnaround
strategy also deals with revenue enhancement antha€lu action, which Kwale

International Sugar company looks at in two dimensj cost reduction and asset
reduction. The sugar company approached the résting through fixing the equity

capital by recapitalizing the company first, thering the debt by reconfiguring,

designing, financial engineering and securitizatsord later fixing the control through
restructuring the corporate ownership where the rfilao company owned 20%, the

government 30% and the shareholders at 50% as sihdvgure 4.1 below.

Table4.1: Table showing the steps used in Financial Turnaround

Restructuring approach How it was done

Fixing the equity Recapitalizing Enterprises

Fixing the debt Reconfiguring and Designing Corpsra
Debt

Financial Engineering and Securitization

Fixing the control Restructuring Corporate Owngysh

Source: Research data.



Figure4.1: Figure showing the Capital Structure of the company

capital structure

M Australian Sugar Omnicane
B Government

Private Shareholders

Source: Research data.

Kwale International Sugar Company Limited has gutetficient Customer management
processes such as sales and marketing, and d#er-service to increase turnover
through more effective sales force performance, pesducts, improved functionality
and range of products, new markets and better @iomRevenue enhancement strategy
focusses on increasing sales through improvemesysiems, processes and technology
in the primary value chain activities: The compdmag also ensured efficient Operations
management processes - inbound logistics, opesatmutbound logistics - to increase
performance on quality and lead time, thereby mgistustomer satisfaction through
increased service delivery capability and at threesime ensuring improved Innovation
processes through Research and Development tcasetbe ability to offer the market
new products. It also sold the underutilized asaets looking forward to improve the
revenue through diversified investments, this isoading to the financial manager and

also clearly depicted in their strategic plan 2Q00-5.



According to the Finance Manager, increased cograduction was one of the reasons
for closure of the famous Ramisi Sugar Factoryg essult, the cost reduction turnaround
strategy was a necessity so as to see this comiakey off. Cost reduction is the
turnaround strategy having the fastest impact enhibttom line, Overhead and direct
costs in the primary value chain and support famstiare normally reduced to a level
that can be borne by the level of sales that withain after cost cutting. Cost reduction
strategy employed by the Sugar company involvedi@ying only the necessary staff so
as to have a lean structure which will help redtiee salaries and wages so that they
don’t represent a large portion of the cost stmgctwt at the same time ensure that they
don’t cut the costs to the bone - thereby inhibitthe organization’s ability to create,
fulfill and administer demand. Vertical integratiaras also used as a cost cutting tools
where the company now produced its own sugarcaaesgorts the cane by itself and
many others hence reducing on the costs by a taeggin. The company has also cut on
various transactional costs and the agency costeng other measure put in place to
check on the costs, the managers also suggestsduotihg of the activities that were
less important to the organization, renegotiatiagolr contracts and refinancing the

corporate debt to reduce intrest payments.

4.4.2 Operational Strategy

This strategy implies changes to the value chalmchvin turn requires changes in the
organizational structure of the underperformingdastressed business. The business
case for different turnaround strategy-structurelwachain combinations dictates the
degrees of freedom open to the turnaround pracéitio The Kwale International Sugar

Company has employed this strategy by beefing sipdégmand generation capability



(segment, target, position, sell, after-sales sejvand its demand fulfillment capability
(inbound logistics, operations, outbound logisticgeneral service delivery
capability). Apart from this, the company is alsorling towards adopting some of the
latest operational strategies which include virtimégration of most of the activities in
the company, flexibility with a global reach bottam strategy of communication while
building the workers so as not to compromise on dhality of end products. The
company also targets to employ other inventory rganmeent strategies like just in time
to avoid holding unnecessary stocks, to achievg thiis investing on the current and
state of art technology so as to outwit its majompetitors and regain its lost market

share.

4.4.3 The Reor ganization

This strategy entails changes to the leadership tgal it deals with all the people issues
in the business. The Kwale International Sugar Gomgphas employed this strategy by
restructuring, restaffing, reskilling and turnarduteadership revitalization to yield
improved leadership, management, organizationatttre, organizational alignment and
culture and better management systems for planaintcontrol of the company. The
company strives to have a lean but efficient arfdcéffe structure, minimize single
points of failure through promoting cross-trainiagd succession planning and serve as
exemplars of production excellence, from technoldggign and architecture to end user
experience. Apart from this the company is alsonke® ensuring greater role clarity to
avoid confusion and enable control of all the atés and resources in the company. The
reorganization will also enable the company minanthe bottlenecks and distribute

work equitably by facilitating and coordinating emtal and external communications



both within the company and outside. As aresuth strategy, the company is seing an
improvement in the quality of decisions made by ¢benpany hence ensuring growth

and development through quality managerial prastice

4.4.4 Strategic Repositioning

This strategy aims at Improving effectiveness dffidiency by basing on chances of the
business domain and value proposition of the bssing can change the mission and
customer value proposition of the distressed comganchanging what products are
offered to what markets and in which fashion whisy in turn change the revenue -
cost - asset structure of the business, yieldingaved profitability and return on capital

employed. It may do so by growing, shrinking ofooeising the business (Modern,

1999). Strategic repositioning holds the most pdérbut is the most neglected

turnaround strategy according to academic resedvtien properly employed, strategic

repositioning yields the most spectacular and swatée turnaround results.

The Kwale International Sugar Company has emplalysdstrategy by extending its line
of business to include power generation and a BOli@@ ethanol production plant. Its
also looking forward to establish a water bottlpignt to be commissioned in September
2014. The company has also adopted the verticagjiation method where its involved
both in the backward and forward production. It t@so established itself as an
international company by virtue of its partnershyith the giant Australian Sugar
company which has led to changes in the missioncastbmer value proposition of the
company. "Omnicane have come in as our managenaetmeps and will hold a 20 per

cent stake in the joint venture. The rest of tladestwill stay with us (Kwale International



Sugar Company Limited)," Mr. Hashil Kotecha, theedtor, said. "He also hoped to tap
into their expertise and management skills fronirtbperations. The company will also

ensure that its products are available to the cqoessi door step and at cheap, affordable
prices. The company aims at using positioning efjigs based on customer benefits,
pricing, product process, use, product class, @llsymbols and competitors and this is

according to the company’s annual report 2011.

4.4.5 M oder nization

This is also a type of strategy for turnaround that used by The Kwale International
Sugar Company and it involves developing a newrteldgy or upgrading the existing

strategy which may in turn ensure increased praoiicreduced costs and improved
efficiency. It is normally applied to stabilize th@ganization before adopting other
strategies like expansion and diversification/indgign which can either be vertical,

horizontal, concentric or conglomerate diversificat The company hopes to benefit a
lot from its relationship with the giant Australi@mnicane Sugar Company as it will
help supply it with the most modern plants for nfacturing purposes plus the modern
production methods and techniques as it will alspdfit from the improved processes

(Kwale Sugar Board annual report-2012).

According to the Administration manager, the modeation process will help ensure
increased customer focus, smooth introduction o¥v naroducts, controlled risk
management, business consolidation which will goreg way in reducing the cost of
production, business realignment through informmattechnology modernization and

regulatory compliance as a result of the improwyesiesns.



4.4.6 Asset Reduction

In this situation, the turnaroundtrategy is normally to shrink the business into
profitability. In such cases, cutback action takes form of shrinking into profitability
by means of portfolio disinvestment. This involvessure or sale of business units,
divisions, operations and assets, and outsourcingaloie chain activities in order to
focus on the remaining profitable or potentiallpfgable business units or sections of
the value chain. The Kwale International Sugar Camypthrough its strategic plan 2010-
2015 has used this strategy especially througingedff most of its dead or dilapidated/
obsolete assets as mechanism to raise cash faurtteound, in the financial year 2010-
2011, it managed to raise approximately Ksh 20ionlfrom the sales according to the
Kwale Sugar Board Annual Report 2011. The compad/ fireld too much of its cash in
items that were not of value to it hence the apgibn of this strategy as a measure to

turn around the organization.

4.5 Factors Influencing the Turnaround Strategies in Kwale International Sugar
Company Limited

The situational analysis showed that a number tfagsonal factors determined the
turnaround at the Kwale International Sugar Compganyted. The size of the company
was a viable factor in ensuring the success of dbmpany’s transformation. The
company generally had so much as its resourcevastdacres of land were also lying
idle since its closure. The support from the stal@gdrs was also made possible since the
size of the firm was big enough to enhance thenfidence, apart from that the company

also enjoyed support from the government and therrational Sugar Omnicane



producer that pumped in a whooping ksh 16 billibime size of the firm also made it easy

for the firm to access loans from commercial baarikd the government at large.

The entry of the new management and leadershiptiaompany was also of utmost
importance since this was a sure way of ensurireg the business was run in a
transparent and honest way to ensure its succdss.aVailability of the old assets
including some processors and tools also helpedrensuccess of the company s
turnaround process. Ahalysts said in addition to agricultural managetnetine

development of a new sugar factory, such as thetangeted by our company, requires
extensive research inputs in connection with seatenal acquisition, agronomy, pest
management, tillage and irrigation systems -- fvbich call for experienced managers

which we have” said one of the board members.

Apart from that, the availability of labour in therea was also an advantage to the
company'’s revival plan plus the infrastructure systthat is well developed within the
area because of so many other plants existingaratba. Location of the sugar factory
was a factor that was considered bearing in miatttte company was targeting both the
local and international market hence exportingrtpesducts would be hustle free as the
company just borders the port of Mombasa. Accordmthe company’s strategic plan
2010-2015, the company aims at crushing more tf&@® 3onnes of sugarcane per day
which will be able to cater for the deficit expered in Kenya bearing in mind that so
many other new sugar processing factories havadrbeen commissioned thus leaving

export as the next best alternative.

The turnaround process of the company was not aobedses as it was marred by a

number of challenges despite its almost successfplementation. The company has



inadequate capital to boost the operations fat lzes not yet started production yet its
paying for all the operational costs thus making gace a bit slow. Some of the old
machines were vandalized and thus the companycdhsgeind a lot on new machinery to
bring it back to business. The other challenge @atal with the company was winning
back the suppliers/workers confidence. It wasndyem convince the workers that the
company will pay them even though not producing wlen it was producing it was
unable to pay them. The company had to Endeavoensore that the suppliers were

paid promptly as this was the only way of winnihgit support.

The company also faced the challenge as far dsuiman personnel were concerned, the
company had to bring onboard totally new employgbEh meant that it had to spend
heavily on training of the new employees which wasn to consume a lot of time as far

as operations of the company were concerned.

4.8 Discussion of Findings

Kwale International Sugar Company Limited has pedswery many strategies in its
pursuit to revamp back into business; Most notexlthe recovery strategies aimed at
reawakening the company. The strategies employdtidbgompany include the generic
turnaround strategies which aimed at coming up \ifter production methods and
practices that will lead to improved cash flow, faadility, solvency and financial
returns. It also includes the value chain analyse ensures operational efficiency
through revenue enhancement, cut back action whidindes both cost reduction and
asset reduction strategies. The Financial turnaostrategies were also applied and
helped in financial restructuring with a view toestgthening the balance sheet and/or

provide funding. Other strategies applied inclutteelReorganization turnaround strategy



which requires changes in the organizational stinectof the underperforming or
distressed business. Reorganization may alsal estanges to the leadership team
which Kwale International Sugar Company Limited le&ectively done by changing its
staff. Situma, (2006) s project on the turnaroumdtegy adopted by Kenya Commercial
Bank successfully depicted this strategy as a poNvéool that can be used as a

turnaround strategy to revamp businesses,

Improving effectiveness and efficiency may not m@wgh. Kwale International Sugar
Company Limited has also adopted the StrategicsiBpnoing turnaround strategy to
build on the chances of the business domain andevptoposition of the business.
Customer management processes such as sales aetingarand after-sales service to
increase turnover through more effective sales efoperformance, new products,
improved functionality and range of products, nearkets, better promotion, etc are also
to be adopted by Kwale International Sugar Comgdamyted as they will come up with
various products. This strategy was also advodatedy Kipkeu, (2009) in his study of

the challenges of implementation of turnaroundisgiias at Telkom Kenya Limited.

Operations management processes - inbound logispesations, and outbound logistics
- to increase performance on quality and lead tiimexeby raising customer satisfaction
through increased service delivery capability i$ gBaother strategy that the Kwale
International Sugar Company Limited will adopt. T¢tmmpany also aims at improving
the Innovation processes - Research and Developmentrease the ability to offer the

market new products.



The findings of the study are closely related toeotprevious studies that have been done
on the turnaround strategies adopted by variouanizgtions, For instance, Gichuki,
(2009) studied on the Turnaround Strategies atGbeperative Bank of Kenya and
found out that there was no single strategy that wale to confront declining
performance instead it had to be fought from varifnonts by use of a multiple of
strategies among them, repositioning, modernizatomst cutting, asset reduction and
revenue enhancement. Rasheed, (2001) studied dunthStrategies for declining small
businesses: the effects of performance and resowmaecentration in USA and also
advocated for the use of various strategies innlyideorganization, asset reduction, cost
reduction and restructuring. Kiarie, (2009) didtady on the Turn Around strategies
adopted by Uchumi Supermarkets Limited: under kexehip and noted that the causes
of the decline are diverse and may be a combinabioboth external and internal
business environmental forces. He also advocatedttfe use of more than one

turnaround strategy:

From the findings, | do agree that for a succesgfutaround strategy, the situation
prevailing must be clearly analyzed and assesdtat, which, emergency action plans
put in place to stop the bleeding then formulatainstrategies that will help renew,

revitalize, resuscitate, rehabilitate and restnectihe business so that it can return to
normalcy. The number of strategies applied doeswtter so long as you achieve the
desired results and again, from the study, théegfies are very much interrelated to one
another and the best result can be achieved if mseulltiples as compared to a single

strategy.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 Summaries of findings
The objectives of the study were to establish tinearound strategies adopted by Kwale
International Sugar Company Limited and the facioflsiencing the turnaround process.
These objectives were achieved through interviewis the respondents assisted with an

interview guide.

5.1.1 Turnaround strategies adopted

Kwale International Sugar Company Limited has pedswery many strategies in its
pursuit to revamp back into business; Most notedtlae recovery strategies aimed at re
awakening the company. The strategies employechéycompany include the generic
turnaround strategies which aimed at coming up \ifter production methods and
practices that will lead to improved cash flow, faedility, solvency and financial
returns. It also includes the value chain analybet ensures operational efficiency
through revenue enhancement, cut back action whidindes both cost reduction and
asset reduction strategies. The Financial turnatostrategies were also applied and
helped in financial restructuring with a view taoestgthening the balance sheet and/or
provide funding. Other strategies applied inclutteglReorganization turnaround strategy
which required changes in the organizational stmeciof the collapsed or distressed
business. Reorganization entailed changes to léadership team which Kwale

International Sugar Company Limited has effectivaiye by changing its staff.



Improving effectiveness and efficiency may not m®wegh. Kwale International Sugar
Company Limited has also adopted the StrategicsiBpoing turnaround strategy to

build on the chances of the business domain andevptoposition of the business.
Customer management processes such as sales aetingarand after-sales service to
increase turnover through more effective sales efoperformance, new products,
improved functionality and range of products, nearkets and better promotion are also
to be adopted by Kwale International Sugar Comgdamyted as they will come up with

various products.

Operations management processes - inbound logispesations, and outbound logistics
- to increase performance on quality and lead timereby raising customer satisfaction
through increased service delivery capability i gaother strategy that the Kwale
International Sugar Company Limited will adopt. Tdempany also aimed at improving
the Innovation processes - Research and Developimaentrease the ability to offer the

market new products

5.1.2 Theturnaround processin Kwale I nternational Sugar Company Limited

The process of revamping back Kwale Internationajg® Company Limited into
business was instituted in 2003. This was the then a new government formed by the
national rainbow coalition came to power followitige elections in December 2002. It
quickly produced an economic recovery strategywealth and employment creation
(ERS-WEC), then in early 2004 adopted a strategyRevitalization of Agriculture
(SRA) as a way of implementing the principles af RS within the agriculture sector.
In 2007 there was a ground breaking ceremony byEAcellency the president and the

turnaround plans commenced.



Turnaround practitioners were sought and started gayhering facts about the
organization in summary, after which they did theeinal assessment, just to grasp the
strengths and weaknesses of the organization. ,L#tery looked at the external
environment and here mainly concentrated on iskesndustry drivers, competitive
forces, threats and opportunities, segmentationkehahare, market attractiveness just to
find out if the company could survive the turbulentvironment. The causes of collapse
were then sought, both internal and external affgich the practitioners came up with
various approaches to reverse the causes of cellapsvercoming internal and external

constraints and the financial crisis at large.

The Stabilization plan was then put in place, wHeth to the Funding plan that paved
way for the Turnaround strategies to fix the bussn@ terms of strategic repositioning,
reorganization, revenue enhancement, cost reductind asset reduction. New
organizational structure was developed, Functiopins - sales & marketing,

manufacturing, etc set and the leadership/ stallenohanagement improved. With all
these in place, the practitioners remained withtéls& of managing the turnaround which

is still ongoing.

5.2 Conclusion

The findings of the study indicate that Kwale In@ional Sugar Company Limited did
put in place strategies that enabled it to sucagsurnaround. The various strategies
that were implemented by the company indicate thatvas able to complete its

turnaround by coming from a collapsed state tcageghat it's now ready to commence

production. The speed of the turnaround is also seée remarkable.



Encouraging milestones towards achieving turnaromaice well defined in the company
s strategic blue print and the future looks prongsas more strategies are laid to solidify
the success and improve on their current statés lowever worth noting that the
turnaround process would not have seen the ligtheotiay were it not for the situational
factors that provided the proper environment fauacessful turnaround. Also, it would
not have been a success if there were no countesures to combat a number of
challenges met on the way. It could be generallych@ed that turnaround strategies
were employed in order to achieve a turnaround gg®én Kwale International Sugar
Company Limited and the effect were felt in alldecof the company during the time of

this study.

5.3 Recommendation

There is need for a firm to pursue various straggit any given point in time. This fact
is supported by reason that the causes of a bgsowdspse are normally attributed to
factors both internal and external to the firmisitherefore recommended that the firms
that are faced by decline situations in their beissnoperations need to pursue more than
one strategy in order to ensure that the prevasitgation is fought from all sides thus

enhancing business as usual.

The researcher further recommends that a similatysbe carried once the company is
operational so that the implementation process aBo be covered fully. Other

researches should be done especially on the scw# §rms that have collapsed and
need to revamp back to business but lacking then@iml muscles like Government

intervention as observed in this study.



5.4 Limitations of the Study

The time within which the study was carried out wasy limited. It proved challenging
at times to get the respondents who were the hehdepartments due to their busy
schedules. This affected the length of the studyatrtimes inadequate information was
churned out during interviews. The financial resesgrwere also limited during the time
of carrying out the research which had the efféatamstraining the scope and depth of
the research. Further, not all the top managemeamtas envisaged before were
interviewed for the purposes of this research amdesfelt that some information about
the company were so sensitive to be disclosed éadkearcher while others were not
involved in the turnaround process from the begignwhich had the effect of not

coming up with a substantial conclusion

5.5 Suggestionsfor further study

On further research, the study recommends a stikielyHis one to be conducted in other
sectors of the economy especially the small andiune@nterprises that have collapsed
and require turnaround strategies to revamp thebusiness. Another study also should
use more objective empirical data rather than opmiand perceptions that were used in
this study. Similarly, another study in the fielaincutilize other forms of data collection
like questionnaires as opposed to interview guitt was used in this study. The

implementation of the turnaround strategies can la¢gslooked at as a separate study.
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APPENDIX 2

RESEARCH INTERVIEW GUIDE

SECTIONA

1.

2.

3.

Department/section that you are based.............coooiii i e e
Position held in the organization................c.ooo i e

When did you join the organization (Year)..........cceeeveieiiiniieaaiiieaeenenn

SECTION B

1.

2.

Are you conversant with the company history? ...,
If yes, briefly state what you know about the comp#ormation and background

(101 (0] £ 1= 1410 1

Do you know some of the reasons that led to caflayigshe famous Ramisi Sugar

= (03 (0] VPP TP PPPPPPRPRPIN

What are some of the strategies that you have ad@s a department head to

ensure you come back to business strongly? ............oi i i,



6. What are you doing to make sure that your departimamvits the rest in

1= (0] 0= g o PP

8. How have they affected your work and are they afigrént from the previous

ones used by Ramisi SUQAr? ..o

10.By any chance, do you think that the Ghost thaedraunted the famous Ramisi

Sugar will come back to force again? .........ccoviii i i



11.1f yes, what strategies have you put in place tolzat same? ........................

SECTIONC

1. Are you aware of the industry you are operating.in?..............cocovviineennnn.

4. How do you fair with them when rated in terms cfaerces, opportunities,

strengths, Diversity etc




Far beyond us fairly equal far beyond them
Resources
Opportunities
Strengths
Diversity
5. What are you doing as a company to survive inrfeket and also out wit all
(018 eTo] 4] o 1] 1] (0] £ 3PP
6. What are some of the external forces that miglgcaffour company negatively
and how do you rate them in terms of :
1. Not at all
2. To a small extent
3. To some extent
4. To a great extent
5. To avery great extent

7. What are some of the strategies put in plac®tabat the forces? .....................

Thank you for your time.

God blessyou abundantly.



APPENDIX 3
KWALE INTERNATIONAL SUGAR COMPANY CANE NURSERY AND THE
FACTORY MODEL

SEEDCANE NURSER
VARIETY. DB848é
DATE PLANTED: 1710809
AREA. 1.87Ha




APPENDIX 4
KWALE INTERNATIONAL SUGAR COMPANY FARM
ACTIVITIES
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