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ABSTRACT

During the 2% century, organizations will continue to expederdiscontinuous and
abrupt change. Successful organizations will besé¢hthat implement turnaround
strategies successfully. The New KCC is one ofdhestitutions that is yet to effectively
manage challenges facing the implementation ofuitsaround strategy. The firm has
failed to take off since its revival in June 200B8dahas continued to depend on
government grants and loans. This study therefougig to determine the challenges
faced in implementation of turnaround strategy atwvNKenya Cooperative Creameries
Ltd (NKCC). The study adopted a case study resedesign. The case study was chosen
because it gave an in-depth investigation of theikBarmation on the implementation of
turnaround strategy at New KCC. The researcher wded individual in-depth
interviews that were guided by unstructured andnopaded questions for the key
informants. The data was analyzed using contenlysisatechnique because it was
gualitative in nature. Data was summarized and gomtesl under thematic areas in
response to the objectives. The study found outttteaNew KCC Management adopted
a number of strategies in order to turnaround tiséitution. These strategies included,
rehabilitation of machines and requisite infradinoe, operationalization of the
institution, drawing up of a management structamed manning levels in line with the
business and functions of the corporation, prowisad funds by the government,
recruitment of new staff, cost saving/cost managemeeasures. The study concluded
that challenges faced in the implementation ofawwnond strategy at New KCC were
ineffective leadership, frequent breakdown of thachinery, cash flow problems,
negative culture/resistance to change, limited $utw undertake adequate marketing,
poor planning especially on milk processing. Thagtrecommends that the government
should put in place reforms that will enable enlesment of infrastructure e.g.
distribution of electricity and construction of dsa It should also give the management
of NKCC autonomy in leadership and decision makingthe implementation of
turnaround strategies.

viii



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Organizations currently operate in a dynamic amastantly changing and increasingly
competitive  environment (Ansoff and Dowell, 1990he changes are as a result of
environmental factors which include economic flations, development of new
products and technology, social change or war, dipdtion as well as new customer
demands. Consequently, both private and publiatitisins need to be flexible and
innovative in the way they deal with the unfamilibusiness situations they often
encounter to enable them meet the challenge of ebmom and the changing and
sophisticated needs of customers (Burnes,2000prder to cope with these changes,
strategic management has taken the centre stagyganizations that intend to succeed in

the turbulent business environment.

Although it is recognized that developing a strgtéy an organization is important, the
success of the implementation of such strateggjpeddent on effective strategic change
management. Strategy implementation is therefoeectitical part of every successful
strategy including a turnaround strategy (Johns®choles and Whittington, 2005).
However, implementation of most turnaround straeghas on the whole yielded
unsatisfactory results. Hamel (2002) asserts thathe majority of turnarounds, the
results have been disappointing and the carnagbdwsappalling with wasted resources

and burned out, scared, or frustrated employees.



It is generally recognized that a firm’s top maragat team takes on particular
importance during periods of declining performamtehe organization. Miller (2005)
indicated that to be successful in such situatioreagement evaluate and determine the
cause of a firm’s performance lapse and implemecistbns necessary for its prompt
recovery . Top management failure to manage a ditewnaround process properly will
result in its continued decline and eventual ecdndailure or bankruptcy (Tripsas, and
Gavetti, 2000). Complicating matters further, decismaking by the top management,
unstructured even in the best circumstances, magvea more chaotic in times of
thinning resources, diminishing employee morale aedlining stakeholder support
(Burnes, 2000).

Firms experiencing decline in performance may adapinter strategies to recovers
adequately to resume normal operations, to sureivilireat and regained sustained
profitability (Barkerand Duhaime 1997).Thus, inw@anaround situation, actions occur
against the backdrop of a performance crisis. Déipgnon a firm’s remaining viability,
this may require similar or different decisionsttiaould be required in a healthy firm
(Cater, 2006). Globalization of the economy hasdased the opportunities and risks that
individuals and organizations have to contend wdily. In the globalized economy and
in the age of discontinuity, successful corporaiwill need to successfully turn around/
transform themselves as regularly and as nimblghasge does (Thornhill and Amit,

2003).

Kenya is largely self sufficient in milk productioexcept during dry weather spells.
Currently the production stands at 3.2 billiondgper annum. Several major factors have

contributed to the widespread adoption of dairyimg<enya the importance of milk in



the diets of most Kenyan communities; a favourabteluction environment (mid to high
altitudes with bimodal rainfall); the presence dfetoriginal settler dairy cattle
population; and policy and institutional environrteer(through to the early 1990s)
conducive to large- and small-scale dairying. THoulgis is sufficient for domestic
consumption, a lot more is required for the expuatket as the companies in dairy sector
faces numerous constraints (ROK, 2003). The NewyKe@o-operative Creameries
Limited is one of the leading Dairy Company in tbeuntry though experience decline in
performance even after adopting turnaround strasedihis study seeks to determine

challenges facing New KCC in implementation of taround strategies.

1.1.1 The Concept of Strategy

A strategy to an organization is, amongst otherg$i a plan of how the organization can
achieve its goals and objectives it is a commitmehtpresent resources to future
expectations (Thompson and Martin, 2005). The afnstmategic management is to
decide on organizational goals, the means of atigetose goals, and ensuring that the
organization is sustainably positioned in ordemptosue these goals. Furthermore, the
strategies developed provide a base for managdeeaision making (Robbinst al,
2000). Strategy is elementarily defined as a largtplan of action designed to achieve

a particular goal (Dent and Barry, 2004).

A strategy is a long term plan of action desigreddhieve a particular goal, most often
"winning" (Thompson et al, 2007). Strategy is diffistiated from tactics or immediate
actions with resources at hand by its nature afigpextensively premeditated, and often

practically rehearsed. Strategy is a deliberatechefar a plan of action that will develop



a business’s competitive advantage and compoundWhittington, 2002). The
differences between a firm and its competitorstheebasis of its advantage. If a firm is
in business and is self-supporting, then it alrelagly some kind of advantage, no matter
how small or subtle. The objective is to enlarge sicope of the advantage, which can

only happen at some other firm’s expense (QuinA0p20

1.1.2 Turnaround Strategy

A turnaround is a transformational change undertdie a firm which is experiencing
declining performance or is likely to do so in thear future (Burns, 2004). Left on its
own, without recovery efforts, the organizationlikely to experience further decline
which may eventually lead to bankruptcy. The rexgvefforts that rescue the
organization from cycle of decline’ are part andcghof implementation of a turnaround

strategy (Kanter, 2004).

Therefore, a turnaround strategy is a set of cares#epl, directive, long-term decisions
and actions targeted at the reversal of a percaixieid that threatens the firm’s survival
Chowdhury, (2002). It is also a combination of sal/generic and ground strategies that
address the survival of a firm in a down ward dparad its restoration to a path of long
term growth and profitability. Firstly the stratebgis the primary objective of stabilizing
the financial conditions of the firm through cosittthg and asset reducing activities
(Pearce and Robinson, 2004). Secondly the strageggavours to rebuild the firm’s
core competencies which are required to help giregompetitive advantage, the source

of its growth and profitability.



Most turnaround strategies respond to the factotke industry environment and factors
in the operating environment. The firm may also mda mixture of two models of
strategy that is the competitive forces model dedresource based model. However, the
success of any turnaround strategy depends ormmitdeimentation on how it aligns
customer needs with organizational vision and degdional capability (Coulsion,
2004). A turnaround strategy can further be defiag@dustainable positive change in the
performance of a business to obtain the desiredltsedt is the process by which a
business with inadequate performance is analyzddhanged to achieve desired results

(Scherrer, 2003).

A turnaround is considered to have occurred when film recovers adequately to
resume normal operations, often defined as havingived a threat to survival and
gained sustainable profitability (Barker and Duhairh997). Thornhill, and Amit, (2003)
concluded that successful transformational chaageshe consequence of two important
patterns. The useful change had to be associatbchwiltistep process that create power
and motivation sufficient to overwhelm all the soes of inertia and the process is never
employed effectively unless it is driven by highatity leadership not just excellent

management.

1.1.3 Strategy Implementation

Organizations today operate in a dynamic and catigtahanging and increasingly
competitive environment (Hamel, 2002). The chamg®nomenon has become
prevalent and increasingly unpredictable especialy magnitude, speed, form and

impact (Hamel, 2002). The implementation of a &mound strategy determines which



company will shortly end up in bankruptcy, whichhgmany will realize short-term wins
but fail to win the battle for long-term survivalnd which company will regain financial
health and realize long term profitable growth’ exton is the tough (Gerstner, 2003).
According to Jones & Hill (1997), implementation sfrategy is a way in which a
company creates the organizational arrangementtloats it to pursue its strategy most
effectively. Successful strategy implementatiberéfore, must consider issues central
to its implementation which include, matching ongational structure to strategy,
linking performance to incentives/sanctions, creat supportive organizational culture

among other issues (David, 1997).

Successful strategy implementation depends onge llpart on how a firm is organized.
The structure helps an organization identify ittvaéiees and the way in which it will
coordinate them to achieve the firm’s strategiceotiye (Furman and McGahan, 2002).
It also provides managers with a vehicle to exgdldiy the skills and capabilities of the
employees with minimal costs and at the same timgamce the firm’'s capacity to
achieve superior efficiency, quality, innovationdatustomer responsiveness (Pearce &

Robinson, 2007).

1.1.4 Dairy Industry

Dairy production in Kenya began in 1901 with thetabBshment of large-scale
commercial dairy farms in the central highlandse Tbundation stocks were founded by
grading-up of indigenous zebu cattle with Europdairy breeds imported from South

Africa (Mosi et al., 2000). By 1912, cattle popidat in the central highlands was



estimated at 77,050, comprising 43.4% local zebbs{% dairy crossbreds and 0.9%

dairy high-grade (Mosi et al., 2000).

Presently, the dairy industry is regulated by trenya Dairy Board, established under
Section 4 of the Dairy Industry Act Cap. 336 enddby Parliament in 1958, (Dairy
Industry Act). It is from this Act that the Boarérives its mandate. Kenya is largely self
sufficient in milk production. Currently, the prodtion stands at 3.1 billion litres per
annum, though this is sufficient for domestic canption, there is a higher demand for
the export market. Kenyan exports of milk, creanttdr and ghee increased from KShs
117.5 million to KShs 140.6 million in 1998 to 20@&spectively, while total value of
import decreased from KShs 353 million to KShs 1®8lion in 1998 to 2002

respectively ( Dairy Industry in Kenya, 2005).

After Kenya’s independence in 1963, the predomirtaity production system rapidly

shifted from large-scale to small-scale (Stotz, AMoALDM, 1998). The shift to small-

scale dairying resulted in an increase in populatibdairy high-grade cattle and Fresian
dairy breed. In recent characterization study o&l§mlder dairy systems in the central
highlands, cattle population comprised 3.8% zeb8%% dairy crosses and 42.6% dairy
high-grade (Staal et al., 1998). The predominairydaeeds on the sample farms were
Friesian (51%), Ayrshire (23%) and Guernsey (13%g) the rest being Jersey and local

zebus (Staal et al., 1998).

The Kenyan dairy industry is based mostly on snaédiéér milk production. About 600
000 smallholders produce some 70% of the countmysketed milk. Approximately

56% of this milk is sold raw in the unregulatedoimhal market; leading to public



concerns about hygiene and safety (Karanja, 2008).Kenyan dairy industry has
potential for spurring substantial growth in theomomy. Some of the investment
opportunities available in the sector include il insemination services, dipping
services, clinical services, rearing of milk progudor dairy products and milk

processing for local and regional markets.

1.1.5 New Kenya Co-operative Creameries Limited (NKC)

The New Kenya Co-operative Creameries Ltd was tegid on the 25th of June 2003.
Its predecessor, the Kenya Co-operative Cremetasads operated in Kenya since 1925.
This makes it the oldest dairy processor in thentgu New KCC is the largest business
entity in the dairy industry in East Africa. Thengpany management is enhancing its
leadership in food industry, processing and mamketnilk and milk products. The

business process of New Kenya Co-operative Creamétd encompasses receiving of
raw milk from farmers, processing it into variouslkmproducts and marketing and

selling the products for the benefit of the compahwreholders (Republic of Kenya,

2006).

The future of any organization is governed by itsidh, Mission and Values. In order to
better understand an organization, clarify its na@@dand strategic direction, its vision,
mission and values have to be defined. Settingidien and mission is a very important
undertaking a leader does for an organization. ddrapany mission is to provide high
quality processed milk and other dairy productstfar benefit of all stakeholders while

caring for the communities and the environment adotne company. Consequently, the



vision of the company is to be the preferred daioynpany of international standing

providing high quality products (Republic of Keng£03).

The New Kenya Co-operative Creameries Limited is ohthe leading Dairy Company
in the Country re-known for its world class brarttiat include KCC Butter, Ghee,
Cheese, Gold Crown, Safari land and Mala amongrettdKCC, 2012). The business
process of New Kenya Co-operative Creameries Ltbmpasses receiving of raw milk
from farmers, processing it into various milk prottuand marketing and selling the

products for the benefit of the company sharehslder

The product range encompasses a wide range of ymemioducts such as fresh milk,
cheese, long life milk both flavoured and unflavedirfermented milk both flavoured and
unflavoured, yoghurt, ghee and powdered milk bothole and skimmed variants.
Further, there are other products under developmdimte with our marketing strategies.
New KCC products are of guaranteed quality andetaserfected over time. All our

products are made to the highest internationabistais (NKCC, 2010).

1.2 Research Problem

Turnaround strategies have received systemati@rmgseattention in the management
literature (Barker and Duhaime, 1997). Under somediions, turnaround may not be
feasible in other settings; the organization magk Iléhe capabilities or resources to
implement an appropriate turnaround strategy ctiyeEven if implemented correctly,

in a feasible setting, organizational outcomes déirmaround strategy still depend on
emergent factors, which can prevent or delay anyatound. This fundamental struggle

with change, particularly in an overleveraged conyplaas the potential to create a crisis
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environment which is rife with operational and fic#éal problems (Johnson, Scholes and
Whittington, 2005). When a crisis does develop,tadial management becomes ill
equipped to deal with the high stakes challengashave been created. These challenges
include threats from varying stakeholders, cashitages, imperfect information and the
loss of major customers. A carousel of chaos istece which can quickly become a
vortex destroying a company which could have besstored to profitability Burns,

(2000)

During the 21" century, organizations will continue to expeded discontinuous and
abrupt change (Miller, 2005). Every organizatioti \we required to reinvent its strategy
continuously year after year and make right angtes quite often (Hamel, 2002). Since
change has become a constant, successful organzatill need to implement change

continuously and this will require development gjanizational change competencies.

The New Kenya Co-operative Creameries Ltd (NKCQ)rie of these institutions that is
yet to effectively manage challenges facing thelé@mgntation of its turnaround strategy.
The New KCC has decline in financial performanceachhresulted at paying farmers
between Sh30 and Sh35 per litre in 2003 dependintp® delivered quantity, to paying
between Sh23 and Sh29 per litres in 2012. New K&E€rot announced its performance
publicly since 2009, when it recorded a Sh500 onilliprofit and presented a Sh30
million dividend cheque to the Government (NjirairR012). The company also
experienced a decline in milk intake from 120 rolilitters in 2007 to 105million litters

in 2009 (KPLA, 2010).
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The decline in performance occurred even aftemth@agement of NKCC had adopted
turn around strategies, which, for instance inctludehabilitation of machines and
requisite infrastructure, operationalization of thstitution, drawing up of a management
structure , recruitment of new staff, cost savingtananagement measures and opening
new markets, and preparation of a new strategin giat is aligned vision 2030.This
implies a need for a study to establish what chgks the company is facing in

implementing turn around strategies.

Some local studies focussed on turnaround strategiopted by organizations. For
instance, Gichuki (2009) carried a study on turoadbstrategy at the Cooperative Bank
of Kenya Limited while Obare (2009) undertook adstwn turnaround strategy at the
Kenya Revenue Authority (KRA). Nyaberi (2004) cadiout a study anaysizing the
governmental political interferences in strategiecidions in Kenya Cooperative
Creameries which affected it revitalization proce3sori (2011) carried out a study on
factors affecting implementation of turnaround t&igées in Kenya Milk Commission
since the firm had failed to take off since itsivatin June 2006. The above studies did
not address challenges of implementation of tunnadcstrategies. This presents a gap in
knowledge. The New Kenya Co-operative Creamerigls(KICC) is therefore an ideal
choice considering that it has been unable to age its turbulent environment. This
study seek to answer the following question: Whhallenges is New Kenya Co-

operative Creameries Ltd (NKCC) facing in implenagian of the turnaround strategy?

11



1.3 Research Objective

To determine the challenges faced in the implentiemtaf turnaround strategy at New

Kenya Co-operative Creameries Ltd (NKCC)

1.4 Value of the Study

It is hoped that other researchers and scholard tiee study as a basis for further
research that will add value to the growing bodkmdwledge on turnaround strategies in
Kenyan organizations. It was particularly be usdtulthose interested in researching
transformational change in the public sector whids actually not attracted much

academic attention.

In order to remain relevant and competitive inugbtilent environment, organizations
have to effectively manage their change proces$és. study was significant to
management at New KCC as it was enable the Cononex® and management to
develop better understanding of turnaround dynantie will help the firm to

successfully implement a turnaround strategy.

Information from the research is of interest tousitly players/stakeholders by enabling
them understand their role and contribution in tlhansformation of declining
organizations. It will also serve as a justificatifr their continued support that will be
required to steer New Kenya Co-operative Creameties (NKCC) a head in a

competitive market.

The government may find the information from theidst important since it will

understand the challenges facing the implementaifothe turnaround strategy at the

12



New Kenya Co-operative Creameries Ltd (NKCC) ansishghe commission address
these challenges in order to make the firm a vialolgé competitive entity. The research

will equally help policy makers in making bettercdgons especially on effective change

management.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter highlights the major issues relatmguirnaround strategy in organizations
experiencing decline in performance. The chaptdl review literature on strategy
implementation, the concept of turnaround stratethe turnaround process and

challenges of turn around strategy implementation.

2.2 Challenges of Turnaround Strategy Implementatn

More than ever before, companies are facing rapahge on all fronts. These include:
global competition, economic uncertainty, enviromtaé issues, technological change, a
capricious consumer and even the effects of tatracts (Pearce and Robbins, 1997).
Turnaround attempts often face additional challenge the form of severe time

pressures, extremely limited slack resources, amdingshing stakeholder support

(Arogaswamy, Barker, & Yasai-Ardekani, 1995), firrfece unique challenges when
implementing turnaround strategies. Turn aroundtefyy implementation can pose a
number of challenges which arise from sources #matinternal and external to the
organization (Hamel, 2002). The particular chalEthat will face turn around strategy
implementation will depend on the type of stratégye of organization and prevailing

circumstances, failure to work out the strategyemguring that operational plans and

tactics are developed and implemented, inabilitynetich strategy to the institutions of

14



the organization which include, structure, leadgxstulture, support systems, processes

and policies (Porter, 1996).

There is always some resistance, which occurs wieenthere is a departure from
historical behavior, culture and power structurdl(&hd Jones, 2001). It is therefore a
multifaceted phenomenon which introduces delayditiatal costs and instabilities into
the process of change. Lack of adequate resousrasln funds, machinery /equipment,

human capacity, skills and experience.

2.3 Role of Turnaround Strategy

Most managers and management researchers viewizagianal decline in performance

indicated by financial losses and output as relgs{Porter, 1985). Cameron et al
(1987) assert that the decline can either be gtapcess or a sudden unexpected
disruption (Tushman and Anderson, 1986). Substantganizational decline leads to a
crisis where the survival of the firm is threaten&gecific turnaround strategies have
been proposed to enhance a firm’s chances of paiagwhrough an existing/threatening
performance decline, ending the threat, and aafgesustainable performance recovery.
Turnaround strategy has been defined in many difteways (Furman and McGabhan,
2002). Strategic misalignment may result in the aggment team’s failure to update
product lines, overcome functional weaknesses amthit operating expenses or ill-

advised expansion, over expansion is associatdd ewitpire building strategies of an
autocratic CEO that often involves expansion anigresion diversification (Coulision,

2004).
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The most common cause of high costs situation v& labour productivity union
practices, unforeseen and unforeseeable demantd shié to changes in technology,
economic, political and social cultural norms. Timay result in opening up new market
opportunities for new products and this threatdms existence of many established
enterprises, finally, environmental influence amtantrollable political, legal, cultural,
social competition economical and technologicalr(is, 2000)

A turnaround strategy is also a combination of ssvgeneric and ground strategies that
address the survival of a firm in a down ward dparad its restoration to a path of long
term growth and profitability. Firstly the stratelgas the primary objective of stabilizing
the financial conditions of the firm through cosittthg and asset reducing activities
(Pearce and Robinson, 2004). Secondly the stratedgavours to rebuild the firm’s core
competencies which are required to help it regampetitive advantage, the source of its
growth and profitability. Most turnaround strategrespond to the factors in the industry
environment and factors in the operating environniBarker & Duhaime, 1997). They
also adopt a mixture of two models of strategy; ¢cbenpetitive forces model and the
resource based model. However, the success ofuanground strategy depends on its
implementation; on how it aligns customer needshwatrganizational vision and
organizational capability (Thomas, 2004). A turnar@ strategy is considered as
sustainable positive change in the performanceklnisiness to obtain the desired results
It is the process by which a business with inadégperformance is analyzed and

changed to achieve desired results (Scherrer, 2003)
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To achieve a successful turnaround, a managemeamt reust first stem a firm’s decline
and select an appropriate strategy for recovergtiSl and Lovett, 1999). This often
requires increasing a firm’s efficiency, stabiligiits internal operations and renewing
stakeholder support in doing so, the range of eiaeicisions available for TMT depends
to a large extent on the severity of the firm’s lohec Once the management team has
stabilized a firm’s performance, it must necessatgress the causes of business decline
to affect recovery (Pearce and Robinson, 1993k\itiere, turnaround is also seen as a
sustainable positive change in the performancehisiness to obtain the desired results
It is the process by which a business with inadégperformance is analyzed and
changed to achieve desired results (Scherer 20@Bharound strategies are important

tools for organizational change initiatives.

2.4 Challenges of Strategy Implementation

More than ever before, companies are facing rapahge on all fronts. These include:
global competition, economic uncertainty, enviromtaé issues, technological change, a
capricious consumer and even the effects of tetragts (Bedeian, and Palmer, 2004).
This fundamental struggle with change, particularlan overleveraged company has the
potential to create a crisis environment which ife with operational and financial

problems Furman and McGahan, 2002). A crisis sdnaloes develop, when a custodial
management is ill equipped to deal with the highkas challenges that have been
created. These challenges include threats fromingrgtakeholders, cash shortages,
imperfect information and the loss of major custené\ carousel of chaos is created
which can quickly become a vortex destroying a camypTurnaround attempts often

face additional challenges in the form of sevemeetipressures, extremely limited slack
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resources, and diminishing stakeholder support @haory, 2002), firms face unique
challenges when implementing turnaround stratedibgy arise from sources that are

internal and external and include;-

2.4.1 Inability to Match Strategy to the Institutions of the Organization

Failure to work out the strategy by ensuring tihat organization’s daily activities, work
efforts and resources are directed as much asbhi@gswards the implementation of
strategy which involves developing operational plaand tactics through which the
otherwise abstract strategy will be implemented ulGmn, 2004). These plans and
tactics are developed at operational or functidaaél of strategic management. It is
actually the inability to match strategy to thetitgions of the organization which

include, structure, leadership, culture, suppasteayns, processes and policies.

Many of the organization strategies and tacticsrlapeeach other. There are many
possible sets of answers for the same set of mmgemts. An example of a typical

overlap between a set of possible strategic tacacsbe shown. There could be many
situations like that when a set of strategic tacgcchosen for implementation. Suitability
of chosen strategic tactics depends on the cupmatuction process, culture and many
other factors that are in place. Thus, a line ditsgic tactics initially identified at the

start of a production process may not be valid letehe production process. Because of
the competing nature, an updated set of tacticdhintdg more appropriate and cost-

effective later (Burnes, 2000).

After a study of many turnaround processes Bedaad,Palmer, (2004) concluded that

successful transformational changes are the coesequof two important patterns;
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useful change had to be associated with multisteyrgss that create power and
motivation sufficient to overwhelm all the sourcefsinertia and the process is never
employed effectively unless it is driven by highatity leadership not just excellent
management. Kottler (1996) identified an 8 stagecess towards this endeavour,
establishing a sense of urgency, creating the ggidobalition developing a vision and
strategy, communicating the change vision, empoweai broad base of people to take
action, generating short term wins, consolidatimgng, and Producing even more

change and institutionalizing new approaches itucell(Burnes, 2000).

Firstly, crisis stabilization where the aim is tegain control over the deteriorating
position is likely to be short-term focus on costuction and these typically involve
increasing revenue and reducing costs (Chowdh@@22 These are good management
measures except the speed that makes the differstuckes have indicated that the most
successful turnaround strategies focus more orciegluirect operational costs and on
productivity gains, whereas less effective appreaqbay more attention to the reduction
overheads. However, too often turnarounds are @g&m more than cost cutting exercise
when in fact a wider alignment between causes ofirde and solutions is important.
Secondly, the management changes which is usielyined especially at the top level

Ansoff & Dowell, 1990).

This includes the introduction of the new chairmai@Ghief Executive as well as changes
in the board, especially in marketing sales anarfae for three main reasons, because the

old management may well be the ones that wereangehwhen the problems developed
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and be seen as the cause of the problem by kesgtgilmlers, because it may be necessary
to bring in management experience of turnaround agament and since the new
management is likely to be sourced from outside dkisting organization, they may
bring in quite different approaches to the way ¢hganization has operated in the past

(Burnes, 2000).

Thirdly, gaining stakeholder support, itlikely that, as decline has occurred, there has
been less and less good quality information to &&keholders (Barker, & Duhaime,
1997). In a turnaround situation, it is vital tHady stakeholders perhaps the bank or
shareholder groups, as well as employees are legptycinformed of the situation as it is
and improvements as they are being made (ChowdR0G2). Fourthly, clarifying the
target market(s) central to the turnaround sucisesasuring clarity on the target market
segments most likely to generate cash and growtprafd focusing revenue generating
activities on those key market segments (Hill amite3, 2001). Indeed, it might be that a
reason for the demise of the organization is bex#usad this wrong in the first place.
Consequently the turnaround strategy, while invalvicost cutting, may require the

business to conceptualize and reorient itself éontlarket (Hamel, 2002).

Fifthly, is clarifying the target which is likelyotprovide the opportunity to discontinue
products and services that are either not targmietiose markets, eating up management
time for little return or not making sufficient incial contribution. There may also be no
opportunities to outsource such peripheral areact¥ity (Burnes, 2000). Finally is the
financial repositioning and prioritization of ca#l improvement areas. The financial
structure of the organization may need to be chénghbis typically involves changing

the existing capital structure, raising additiofiahnce or renegotiating agreements with
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creditors, especially banks. It requires the gbiif management to prioritize those

things that give quick and significant improveme(idsdeian, and Palmer, 2004)
2.4.2 Resistance to Change

Implementation of turnaround strategy does not raateally follow strategy
formulation (Barker, & Duhaime, 1997). There is aj@@ some resistance, which occurs
whenever there is a departure from historical bemaeulture and power structure. It is
therefore a multifaceted phenomenon which introdudelays, additional costs and
instabilities into the process of change. Kottl#®896) cites a culture of complacency
from an inept leadership as the main reason thasstates many turnaround situations.
He states that a typical ®0century organization has not operated well in picitg
changing environment because of lack of leaders$hims in turnaround tend to be over
managed and under led” have a shortage of leadeosanre able to create the badly
needed change. Managers who resist change devskopng arrogant culture and fail to

acknowledge the value of customers and stakeholders

Tavakoli and Perks (2001) stated that there wergtlgnmdividual barriers to turn around
strategy implementation such as too many and @binigy priorities, insufficient top team
functions, a top down management style, inter-fionei conflicts, poor vertical

communication, and inadequate management develdd®arker, & Duhaime, 1997).
2.4.3 Inadequate Resources

Most companies attempting to develop new orgartnatiapacities stumble over these

common organizational hurdles, competence, codtidmaand commitment. Eisenstat
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(1993) indicated that these hurdles can be tratslmito the following implementation
problems, coordination of implementation activitiesas not effective enough,
capabilities of employees were insufficient, tragiand instruction given to lower level
employees were inadequate and leadership and idimeprovided by departmental

manager were inadequate (Furman and McGahan, 2002).

Lack of adequate resources namely funds, machfeguipment, human capacity, skills
and experience. The adoption of proper or apprtgpmmlicies can be quite useful.
Equally important is the adoption of an effectiventrol system during strategy
implementation. Turn around strategies often faduwcceed due to lack of commensurate
logistical and financial back up (Coulision, 200%he resources and competences of the
organization make up its strategic capability, vanenmables success in implementation of
chosen strategies. Just as there are outside mefgeon the organization and its choice
and implementation of strategies, so there arernateinfluences. These internal
influences constitute strengths and weaknessesp€&emces such as skills and know-

how enhance successful strategy implementatiore(C2006).

2.4.4 Macro Environmental Forces

These forces include economic, social cultural godltical-legal technological and

ecological. Thorough understanding of these foezes good planning can help alleviate
this problem. With the changing environment, themeerge a number of influences on an
organization’s purpose (Furman and McGahan, 20QRjestions on who should the
organization primarily serve and how should mansdex held responsible influence

strategy implementation. The changing expectatmindifferent stakeholders affect the
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purpose and focus of the strategy (Johnson andl&xH002). Cultural influences from
within the organization and from the world arouh@lso influence the strategy (Pearce

and Robinson, 1994)

This challenge could be compounded by industryegemspecially from powerful buyers,
powerful supplies and stiff rivalry from competgorThe operating environment also
does exert pressures which arise from stakehold#eglitors, suppliers, customers,

government shareholders and the local communitynign and McGahan, 2002).

2.4.5Strategic Drift

According to Porter (1996), strategies progresgivail to address the strategic position
of the organization and performance deterioratesstoly suggests that most
organizations run into difficulties because ofdad to acknowledge and address strategic
drift. Strategic drift is a situation where stragsy progressively fail to address the
strategic position of the organization (Hill andnds, 2001). Firms go through long
periods of relative continuity during which estshied strategy remains largely
unchanged or changes incrementally. This can gimiooonsiderable periods of time in
some organizations (Scherrer, 2003). This is tl@ovied by a flux if it is not well
managed and the flux sets in which strategiedf#ilnot in a very clear direction. There
may then be transformational change fundamentahgshan which there is change in
strategic direction (Johnson, Scholes &Whittingt@®905). There are usually strong
forces at work that are likely to push firms intestaategic drift. Incremental strategic
change is a natural outcome of the influence obwizational culture, individual and

collective experience, political processes andrptexisions (Burnes, 2000). However, if
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changes in an organization’s environment are atreatgr rate than that rate of
incremental strategic change, the organizationisgeil out of line with its environment

(Miller, 2005).

There is another danger that organizations becosrelyreactive to their environment
and fail to question or challenge what is happemirgnd them or to innovate to create
new opportunities. This means that strategy devedsyi processes in organizations need
to encourage people to have the capacity and giless to challenge and change their
core assumptions and ways of doing things. Intenalization affects size of the market
and range of competitors, relations with potenp@itners’ overseas and organizational

activities across national boundaries (Miller, 2005

2.4.6 Failure to adapt to Modern Information Commurication Technologies

The speed at which data can be analyzed and comatioms enacted has been
transformed through the development of cheap and@vegal information and

communication technologies (ICT). Although most egers would accept that this is
likely to impact on their own organizations the deft with considerable uncertainty
about the direction and speed of those changek @ddl Jones, 2001). In order to reduce
this uncertainty managers first need to assessntipact on their current and future
position. This includes understanding how the bessnenvironment is changed by this

development.
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2.4.7 Inability to Acquire and Manage Knowledge

Organizations must be able to integrate knowledgmnfinside and around the
organization to develop and deliver new productsemvice features. In a fast moving
world constant improvement and change become eaktnsurvival and success. So the
ability to manage learning is vital (Tripsas, andvétti, 2000) .Innovation is essential
which is the ability to change the ‘rules of thengg, ability to do business in  new
ways, the willingness to challenge the status qudhie industry or market and an
awareness of how the organization’s competencies ke stretched to create new
opportunities (Cater, 2006) .The need to see ahdtetegically against any short term
horizon, the prevailing culture which encourages thansfer of knowledge and the
management and interaction of people. Anything teas this approach creates a major

challenge to strategy implementation (Scherrer3200
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter provided the research methodologhefstudy. The research design, data

collection procedures and instruments and datgysisalvas described in this chapter.

3.2. Research Design

The research design that was be adopted in thdy stas a case study. The case study is
chosen because the unit of the study is one amdlesause it was give an in-depth
investigation of the key information on the studye approach is an interpretive mode
of inquiry which was undertakes an in-depth in\gzgion of the outcome of decisions
and actions taken by the management and employkeddéew Kenya Cooperative

Creameries during the study period.

The case study approach has been widely been asadeistigate individual and group
interaction behaviour and attitudes in differengasizations and contexts and it is
particularly suitable for the kind of study at harMany other studies that adopted a

similar research design include included Situm®@®and Ngaruiya (2007).

3.3 Data Collection

The study used primary data. An interview guide wssd to collected primary data. It
was adopted qualitative approach method in theectdin of primary data. This was

enable the study to collect in-depth informationabrallenges affecting implementation
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of turnaround strategy at New Kenya Cooperativea@weries. The question in the
interview guide was unstructured questions sotti@atespondent can give an in-depth of

any information on issue of the study.

The respondents were the head of department at NHKO@@ collection was collected
from 5 Heads of Departments. This comprised thanioe, production, operation, human
resources and IT managers as they are mainly & who deal with strategies including

turnaround strategy implementation

3.4 Data analysis

The data was analyzed using content analysis becthes study primary data is
qualitative in nature. The data was summarized prasented in prose form under

thematic areas in response to the objectives afttiady.
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND DISCUSSIONS

4.1 Introduction

This chapter presents the data findings of theysamtl their analysis thereof. The data
was gathered through interview guide and analyz@dgucontent analysis. The study
interviewed all the targeted senior managers (Bjchvconstitutes 100% response rate.
The commendable response rate was achieved adteesbkarcher made frantic efforts at
booking appointments with the managing commiss®rard seniors managers despite

their tight schedules.

4.2 Contributing factors to Collapsing of KCC in 192

The interviewees were requested indicate the megmtributing factors that led to

collapsing of KCC in 1992. From the study, the maontributing factors that led to the
collapse of KCC in 1992 were indicated as polititaterference, mismanagement,
ineffective leadership, loss of foreign marketkla€ focus, grabbing of holding grounds,
and also the interventions to save the company wetrdéimely. According to the results
of the study from the interviewees, the major festihat led to collapsing of KCC in

1992 was as a result of ineffective leadershipmaisagement of the organization, for
personal gain (corruption) political interferenc@ £xample tenders for the supply of
milk products going to politically correct peopledapoor state of machinery. Also,
equipment belonging to the company was vandaliseldsald to private milk processing

companies that were set up by well connected iddals in the government.
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Mayes and Allen (1995) showed the influence of poaed politics by stating that,
management of power and politics can define antstoam an organisation. As critical
instruments for strategic leaders, power and psliserve as a fulcrum for organisational
behaviour, enacting, reacting and managing chanige.full and active play of power
and politics is probably more evident in the higbharged and volatile environments of
government departments and agencies. As RichardnNwrote in 1975 “The great
leader needs the capacity to achieve”. In thisexdnive believe the constructive use of
power and politics is the basis of energy requitedstart and motivate change to
transform motives into reality and to manage org@ional transformation (Pleiffer,
1992). However in the case of KCC ltd, the opposiss true, that the destructive use of
power and politics was the thin line between th@l@mentation of positive strategic
decisions and the stagnation of the organisatiadihg to eventual collapse (Nyaberi,

2004).

The interviewees also indicated that seasonalityprioduction of milk, inadequate
guantity and quality of feed, including limited usemanufactured cattle feeds, and lack
of good quality animal husbandry and farming pragicontributed to collapsing of the
dairy company. The interviewees further explaineat poor access to breeding, animal
health and credit services and high cost of amifimsemination (Al) service are other
constraining factors, poor infrastructure (roadsgcteicity), inadequate milk collection
and marketing system, poor interaction and prics&jting between research, extension
and training, and limited farmers’ involvement hretoutput market, hence reducing the
incentives to increase milk production were otleatdr that contributed to collapsing of

the KCC in the year 1992.
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4.3 Revival of NKCC in 2003

The interviewees were requested to explain whaesmtated the revival of KCC in

2003. The study found that government of Kenya fra@03 put in place several
measures to revive the KCC and rebrand New KCQudhiey restructuring and capacity
building of Kenya Dairy Board, revival and stremgning of New KCC and other farmer
organizations like the Agricultural Finance Coopema (AFC) and cooperatives, review
of dairy policies and regulations, improved millogucer prices and timely payment to
milk producers by the New KCC, encouragement ofetigyment partners and private
sector to mobilize more resources to the industmgnitoring of dairy imports, and

improved coordination and collaborative venturesoagn stakeholders that created

synergies and better use of resources.

The revival of NKCC was necessitated by variowsdies which are in line with various
theories on turnaround strategy implementationag&d 2006) states that a turnaround
situation is one where a company suffers declineopnomic performance for an
extended period of time, such that performancellé&veso low that survival of the
company is threatened unless serious efforts ardenta improve its performance.
Achieving turnaround calls for a totally differeset of skills to probe into the causes of
decline and to formulate appropriate strategidsatosform the company for a fresh lease

of life.

4.4 Success of the Turnaround strategies implementat NKCC

The interviewees were requested to indicate thecemsc of turnaround measures

implemented by the NKCC. The study identified thata large extent the company
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adopted two distinctive turnaround strategies, nardecline stemming that reverse the
decline and recovery strategies that yield a délensompetitive position to the firm. In

the decline stemming the company instituted cofosaenues like change ownership,
financial controls, and improving the processingamty which reversed the downward
trend. Next they instituted measures like qualiytiications, putting its employees on
performance contracts, forming partnership prograwth stakeholders, indulging in

Corporate Social Responsibility (CSR) activitiesd aambracing the latest technology
such as Enterprise Resource Planning (ERP) thptthelcompany to be in a defensible
competitive position to fight off competition. Frothe interviews conducted, it was

found that the situational factors played a vitdérin the turnaround process.

It was found that the quantity of milk and milkopucts exported rose from 0.1 million
Kg in 2001 to 10.9 million Kg in 2008The company offering of product portfolio
encompasses a wide range of premium products sutthsh milk, cheese, long life milk
both flavoured and unflavoured, fermented milk bdtavoured and unflavoured,
yoghurt, ghee and powdered milk both whole and skaoh variants. This implied that
turn around strategies adopted by the NKCC incakasigk production between 2003

and 2008.

4.5 Challenges facing Implementation of Turn aroundstrategies

Financial reforms

The interviewees were requested to indicate thentiral reforms undertaken at New
KCC. From the findings, financial strategies addplby the finance and administration

department in relation to the turnaround in theaargation were cost saving/cost
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management measures, opening up of new marketsanéixyy company sales,
appropriate costing of products, debt managemedt rarschedulement, result based
financing, preparation of a new strategic plan thats aligned to the company’s

objectives, activities and vision and mission & dompany.

This concurs with the main objective of financiadagegy in turnaround management is
to develop and use the financial strength of theinmss as an asset to enhance the
competitiveness of the business (Scherrer 2003yar@sations adopt several such
financial strategies as reduction in obtaining Banhlow interest rates, postponement of
maturity of debts, and conversion of debt into gg(iKumar 2003). Robbins and Pearce
(1992) have also observed that the choice of toumat strategies is linked to the
company’s financial performance. They suggestet deaseverity of decline increased,
the financial strategies for turnaround should meee of asset reduction strategies rather
than cost reduction.

Alignment of turnaround strategy to the company stuctures, process and
procedure

The interviewees were requested to explain whetemagement at New KCC aligned
turnaround strategies to the company’s structuma;gss and procedure to facilitate the
implementation of the turnaround strategies. Tiselts indicated that the management of
the company aligned turn around strategies to thapany’s structure, process and
procedures but to a less extent, as the managdawerisied on short terms on cost cutting
reduction rather than aligning causes of decliné aplutions to challenges. The
interviewees further indicated that the managensniNew KCC did not involve

stakeholder’s supports hence the quality of infdioma flow was not effective.
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Alignment in terms of clarifying the target markgtcentral to the turnaround success
was not ensured in clarifying the target marketrsegfs that were most likely to generate
cash and grow profits for the company.

Management requires well developed conceptual atetpersonal skills in order align
the organisation’s turnaround strategies to itgcstires, processes and procedures. This
study agrees with Kotter, (1985) who stated thirpersonal skills are absolutely critical
since effective use of communication is about ificing others. Managers need to have
developed the skills necessary to engage in colidive leadership, persuasion and the
constructive use of all the resources availabkaénorganisation. The managers at NKCC
need to strengthen the alignment of the turnarcsinategies to the structures of the
company.

Continuous communication of the vision, mission andtrategies in the revitalization
process in the company

The interviewees indicated th#te management in New KCC failed to continuously
communicate the vision and mission as well as tounal strategies to the employees.
This was indicated to be due to the inaccessibiityfnanagement by employees due to a
bureaucratic management structure. In organizatidmere employees have easy access
to management by employees through open and siygoodmmunication, they tend to
outperform those with more restrictive communicati@nvironments. Lack of
accessibility of management has affected implentiemtabf turnaround process at New

KCC.
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Pearce and Robinson (1988) observed that effecoramunication on company’s
vision, mission and strategies was a key requirérfmneffective turnaround strategy
implementation. He posited that organizational camitation plays an important role in
training, knowledge dissemination and learning myithe turnaround process of strategy
implementation and it was pervasive in every aspett turnaround strategy
implementation, as it relates in a complex way tgaaizing processes, organizational
context and implementation objectives which, innfuhave a major impact on the
turnaround process in an organization. However dage in the case of NKCC, the
opposite is true, as managers were not accessiblleebemployees of the organisation,
causing barriers in communication of the organiseivision, mission and strategic

direction to be implemented by employees.

Programs for successful management of the revivalrategies

The interviewees were requested to indicate thgrpros that were put in place to
guarantee successful management of the revivedk@@. The interviewee explained
that the management structure of the company wasgeld and political links removed
to avoid political influences on management ofcbenpany. The coolant plants all over
the country were revived and implementation of infation communication
technologies done. The interviewees further inéiddahat new machines and processing
equipment were bought and installed. The acqursitemd recruitment of human
resources was set to be based on competenciesxpadesces to enable the company

achieve an effective and competent workforce.
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The interviewees reported that the programs thateweplemented to guarantee
successful management of the turnaround stratdgesded provision of funds by

government to buy milk, recruitment of skilled $tafapacity building and also putting

legal framework in place within the organizationth€ programmes currently put in
place in the organization to ensure success of K€C were replacement of the entire
board of commissioners, drawing of current striat@ian, this ensured consistency on
quality, vigorous marketing, opening new marketletstfor example in Nakumatt and
Tuskys supermarkets, encouraging openness in tpniaation, having a supportive
board, preparation of a new and better organizakistrategy, enlisting the support of
the permanent secretary and the minister and isedegarticipation in local and

international exhibitions.

The management at NKCC implemented the above towmndr strategies in a bid to
improve the declining performance of the companlyisTis in line with (Chowdhury

2004) who stated that, a turnaround strategy et afsconsequential, directive, long-term
decisions and actions targeted at the reversapef@eived crisis that threatens the firm’s

survival.

Implementation of the new technologies Affects Turmround Processes

The interviewees were requested to indicate howementation of technologies such as
Enterprise Resource Planning (ERP) affected tuourat strategies at NKCC. The
interviewees indicated that lack of implementatcdmew technologies in the company
hindered efficient flow of data in the company eagdelay in flow of information and
operations. The study also found that failure bg tompany to implement new

technologies hindered the company from lowering dbst of operation and having an
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innovativeness uptake. The interviewees indicatet tNew competition resulted in
performance decline of company and caused changethe company’s operating
environment as many dairy companies entered thkaharhe respondents also indicated
that new competition eroded the market share of M&C especially due to new
entrants more innovative products, more advanagthtdogy such as enterprise resource

planning and superior value prepositions.

The findings concurred with Hill, and Jones, (20pt¥ited that the speed at which data
could be analyzed and communications enacted has bansformed through the
development of cheap and powerful information amchmunication technologies (ICT).
Although most managers would accept that this kelyi to impact of implementing
technologies on their own organizations they afewith considerable uncertainty about
the direction and speed of those changes, resestayycompanies employees constraint
the implementation of the ICT in the company.

Effect of competition in the dairy market on the revival process at NKCC

The interviewees were requested to indicate howpetiton in the dairy market had
affected the implementation of turnaround procé$$kaCC. The interviewees explained
that following dairy market liberalization there shébeen an increase in competition
whereby small-scale milk traders, moved in largmbers to buy raw milk from farmers
and sell it to consumers. The interviewees alsdcatdd that the company faces
competition from formal private processors suclBesokside and Delamere which have
their own milk supplies, which integrates forwamtoi processing. The interviewees
explained that due to high competition, marketifgndk products had been hampered

and milk market led to sharply higher farm-gate@siin nominal terms.
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Partnering with suppliers

The study found that the company was facing casflwith the suppliers due to poor
procurement processes being undertaken. This theviewees explained led to delays in
supply of raw milk from the field, processing oflknand large loss in terms of profits.
The findings concurred with Arogaswamy, Barker, &séi-Ardekani, (1995), who found
that turnaround strategies implementation oftee fadditional challenges in the form of
severe time pressures, extremely limited slackuess, and diminishing stakeholder

support .

Employee resistance to change

The interviewees explained that employee’s restgtdo change affected implementation
of turnaround strategies at NKCC due to fear oflmgs or due to the fact that they are
not trained on ICT, while others had negative wttfs towards use of technologies. The
interviewees indicated that resistance to changd &Hected implementation of
turnaround strategies as employees strategies nagrexecuted as required to achieve

the goal for which the strategies were meant for.

The interviewees also indicated that there were @y and conflicting priorities,
insufficient top team functions, ineffective topvdo management style, inter-functional
conflicts, poor vertical communication, and inadegumanagement development caused
employees resistance to implementation of turnat@irategies. These findings were in
line with Barker, & Duhaime, (1997) findings whidhdicated that there was always

some resistance, which occurs whenever there epartre from historical behaviour,
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culture and power structure. It is therefore a ifadeted phenomenon which introduces
delays, additional costs and instabilities intophecess of change

Inadequate milks storage capacity

The interviewees indicated that limited storageac#ty hindered company supply with
sufficient milk leading to low profitability. Theindicated that the company experience
relative low profitability due to inability to beupplied with large volume of milk from
the farmers. The interviewees indicated that thepmany was receiving about 680,000
litres of milk per day, against a processing armtagie capacity of 450,000 litres .This
has led to the company experiencing loss as ldfesilk had been going bad. It was
further explained that the company witness masgiastage as thousands of litres of
milk were poured due to inadequate storage faasliand low capacity to process long-
life milk products. This was worsened by lack oéatticity for the coolant plants for
storing milk in many rural areas that supply mikk NKCC, as it leads to spoilage of

milk.

High cost of production

The study found that an increase in cost of inptd acquisition of machineries,
processing as well as transporting of the raw nmilkhe company. The interviewees
explained that Increase in the input costs sucheagges and raw materials has led to the
financial decline. Cost containment should theetoe a major management concern and
failure to contain costs or rapidly raising inpuists makes a firm inefficient when
compared to competitors, which ultimately causeslige in performance. Over
expansion is another reason associated with bsidesline. This is characterized by

empire building strategies of an autocratic CEoard of directors (Barnejee, 1999).
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Although diversification is a good strategy oveveaisification may result in lack of
control and inability to cope with recessionary ditions. It could also lead to huge
interest payments where expansion is associatéddelit financing.

Effect of politics on the company’s turnaround pro@sses

The study found that the challenges faced in thaptoh of the turnaround strategies
were political interference especially on tendeingcess and awarding of the same. The
study found thainteraction of political and economic interests dhelir joint influence on
policy outcomes in management of New KCC affected turn around process in the
company. Other challenges faced by the human resource fepar in the
implementation of these strategies were politiod¢nference especially on recruitment
and selection, restructuring and ineffective lealgx. It was also reported that the former
Managing Commissioner handled most of administeatiork and little delegation was
done and therefore he single handedly ran the aslmative duties and sometimes issued

verbal instructions to junior staff without the kmedge of departmental heads.

The above created discontent and low morale amdregsds of departments who felt
undermined by this action, also the former Manag@gnmissioner made numerous
external trips outside the country without the ppproval of the Board and at times
giving false itinerary. The interviewees explained that economic interéstisienced
convictions as to what the company appropriatef@spolicy and governance. The study
concurred with Bates (1989) findings which showlealt tmaterial interests defined political
preferences; institutions were created and forgealvance economic interests of particular
groups. Because of this, there evolved a coheratténp of interaction of politics and the

economy: economic interests gave rise to a ceftam of politics, and political interests in
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turn evolved certain forms of economic institutiohwever, institutions that were put in
place to enhance the growth of agriculture alsoifined resources that helped political elites
to maintain themselves in power (Bates 1989), dsaggroviding the social bases of regime

support.

Scarcity of resources

The interviewees observed that insufficient resesircn terms of funds, machinery
/lequipment, human capacity, skills and experienogdnr the implementation of turn
around strategies. Though the respondents to caggesthat the human resource
department had hired new management in the togtshipp and replaced commissioners.
This agrees with various studies that suggestahange in top management is another
well identified human resource strategy in the @&woonnd implementation process.
Leaders are often a contributing source of declfpdeogyaswamy et al., 1995).
Executives either directly caused the probleméeatieart of crisis of failed to recognize
the problems early enough (Bibeault, 1982). Th& fariority in a turnaround situation is
the recognition that new management can make ffexetice (Barker and Mone, 1994).
Top management change is widely recognised as aom@ion for successful
turnarounds (Bibeault 1982), this concurs with llnenan resource strategy implemented

by NKCC in changing its top leadership and commissi

The study also found that the company was congdaioy lack of sufficient fund
inhibiting purchase of modern milk processing maety, acquisition of trained and
experience working forces and hampering of adoptioh technologies and

implementation of control systems. A study by Csiol, (2004) observed that turn
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around strategies often fail to succeed due to &Hcgufficient resources and financial
back up. The study further concurred with Cate®0@ who found out that the resources
and competences of the organization make up itgegfic capability, which enables

success in implementation of turn around strategies

Information communication technologies

The interviewees also indicated that lack of adwptof information communication
technologies in the company hindered implementatbriurn around strategies. The
interviewees explained that speed at which datarnmition was analyzed and
communications enacted has been slowed by lackdopten of ICT, hindering
transformation through the development of cheap @ogverful information and
communication technologies (ICT). The interviewewticated that most managers and
commissioners in the company do not support ICTpado thereby impacting negatively
on implementation of turn around strategies leavirg organizations with considerable
uncertainty about the direction and speed of implatation of turn around process

changes.

It was further explained that ineffective interaos between the employees resulted to
unclear individual responsibilities in the turnamduprocess, failing to acknowledge
difficulties and obstacles that needed to be reizegnor acted upon and ignoring the
day-to-day business imperatives lead to barrier effective turnaround strategy
implementation. The finding concurred with Heracle¢2000) who posited that the level
of employees interaction with individual managefiuences the implementation of a
particular strategy depends on his perception sfdmd the organization’s potential to
perform, and his perception of the likelihood teatcessful performance will lead to an
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outcome that he desires. He further indicatedrtie@tagers who believe their self-interest
is being compromised can redirect a turnaroundtegiya delay its implementation,

reduce the quality of its implementation, or sapetthe effort.

The interviewees also indicated that insufficientlocation of resources for
implementation of Turnaround strategies led to idecin performance at NKCC. The
interviewees explained that this inhibited the nggmaent in acquisition of modern
processing machines, limit the company in marketihthe milk products locally and in
the region market, hinders rewarding of employees ntotivate them improve

productivity and limit the companies in improvinglkmstorage capacity .
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction

This chapter presents the discussion of the summpargvides conclusions and
recommendations of the study. The objective ofstinely was to determine challenges of
implementation of turnaround strategy at New KCd@ also to determine the challenges

faced in the implementation of the strategy.

5.2 Summary

Organizations implement turnaround strategies wimay either be generic or ground
strategies that address the survival of a firm down ward spiral and its restoration to a
path of long term growth and profitability, rebuilde firm’s core competencies which
are required to help it regain competitive advaatatihe source of its growth and
profitability. From the findings, it was establishéhat there were various turnaround
strategies adopted by different departments inrozgéions such as New KCC in order to
revive the organization. There were also a numbehallenges which were faced during

the implementation process.

Managers in a company that is experiencing a deaiiperformance should successfully
implement turnaround strategies by aligning custoneeds with organizational vision
and organizational capability. While continuousliga these strategies to the company’s

structures and processes. This because a turnarstaikgy in an organization is

43



considered as sustainable positive change in tHferpgence of a business to obtain the

desired results.

Findings of this study show that political integace in the running of the parastatal
hinders the success of turnaround strategy impléatien especially in the human
resource department, whereby they influenced receaunt of staff, not on the basis of

integrity but on the political affiliations.

The general challenges faced by the organizationthe implementation of the
turnaround strategy were inadequate/ineffectiagléeship , frequent breakdowns of the
machinery, cash flow problems since debts could beotettled in time, resistance to
change as employees wanted to maintain their stpios limited funds to undertake
adequate marketing , poor planning, slow adoptorhanging technology, budgeting
was not geared to specific strategic priority, 4mrolvement of stakeholders in the
planning process and Post-election violence in dtaiwvhich disrupted the supply of
milk products and lowered the demand of the miladoicts. This situation was further
aggravated by the subsequent high inflation whiedrdased the cost of operation thus

further eroding profit margin of the corporation.

Most companies attempting to develop new orgartnatiapacities stumble over these
common organizational hurdles in competence, coatdin, and commitment which
could lead to challenges in coordination of implataéon activities. Innovation is
essential in enhancing ability to change, the mgifiess to challenge the status quo in the
industry or market and an awareness of how thenimgon’s competencies can be

stretched to create new opportunities.
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Lack of adequate resources namely funds, machileenipment, human capacity, skills
and experience has been a challenge to implemamsatf turnaround strategies in
organization. The adoption of proper or appropriaitcies can be quite useful. Equally
important is the adoption of an effective contiggtem during strategy implementation to
ensure various risks are mitigated. Turn arouratesgies often fail to succeed due to lack

of commensurate logistical and financial back up .

5.3 Conclusions
The study concludes that the level of politicabnférence in the management of NKCC

has caused challenges to the implementation o&taumd strategies at the organisation.
Political and economic interests intertwined to emine the growth of New KCC,
political involvement in decision making is done the basis of political expediency
rather than managerial prudence. Though the gowamhnthrough the ministry of
Livestock has continuously implemented policies stqpport dairy farmers and the
industry.

The study concluded that turnaround implementatias bound to fail due to lack of
robust leadership, as shortage of leaders in azgtion who are able to create the badly
needed change. Transition of new leadership inmsgdons implementing turnaround
strategies tests the executives with pressure &mndse, strategize, delegate and
communicate effectively. Through effective commuaticn, Management would
facilitate transition of the much needed changeseisly in culture, norms and practices
by employee. This would encourage employees to tjeenturnaround bandwagon and

spearhead the implementation of turnaround stregeqgi
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The study concluded that lack of adequate and cseufii resources like machinery,
human capacity equipped with skills and experieaseywell as the financial muscle to
invest appropriate technological improvement, reseand development and training of
staff challenge the implementation of turnaroundhtegies. While its increasingly
acknowledged institutions such as New KCC have @en@ency in funding from the
government, the management needs to steer the agnparofitability that will enable
it to plough back its profits This study providegarmation that will allow New KCC
and other parastatals to implement turnaroundegfied that will steer there performance

to profitability.

This study is a start and provides an importantrdmution towards an understanding of
the complexities involved in the implementation aadtualisation of turnaround
strategies in Parastatals in Kenya. This is immbn@t least because of the vast amounts
of money spent by the government on parastatalgdtite cooperative societies and
farmers who have also invested immensely in thesitutions to enable them
proactively implement strategies that will enhapeefitability and give the organisation

a competitive edge in the dairy industry, by tappimo the resources at their disposal to

bring the organisation to increase their perforneanc

5.4 Implications of the result finding

The results of this study imply the need for furthesearch and study in the field of
strategic management with an emphasis on how tacowee the challenges of
implementation of strategies. Organizations ondtieer hand need to not only focus on

formulating strategies but to also look at thei@aitissues in making strategies work like;
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having an implementation model to guide executibthoughts and actions, creating the
right structures, integrating strategy with shertrt objectives, clarifying responsibilities

and accountability and focusing on managing change.

Based on the findings of this study, managing ef¢hange processes will be of interest
to industry stakeholders by enabling them undedstaeir role and contribution in the
transformation of declining organizations. Thisdstwill serve as a justification for their

continued support that will be required to steer@@Kahead in a competitive market.

5.5 Recommendations

Based on the findings of the study, it's expecteat the stakeholders, who include the
government, the dairy cooperatives and other stddels will gain a better

understanding of the impact of challenges in thglémentation of turnaround strategies
at New KCC. The following measures are recommera@ader to overcome challenges

of implementation of turnaround strategies:

At Policy level, a multi - sectoral approach andl@viconsultations need to be adapted in
order to develop realistic guidelines that will egain effective implementation of
turnaround strategies. Controls should also beirppiace to help mitigate risks in the
turnaround process. This is because turn arouategies are more challenging to realize
considering, they take a longer period and requoi@e resources to  stabilize the

organizations before profitability can be achieved.

This study recommends that the government shouldénppiace reforms that will enable
enhancement of infrastructure, for instance widsridbution of electricity through the

rural electrification programs and construction mfads. This will ensure easier
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accessibility by farmers delivering milk to New KGllection points and also ensure
coolant plants are run so that milk does not getltsprhe government should provide
financial support to the company to increase capaxdimilk production, purchase new
and efficient machinery (rehabilitation of machipeand also to meet the costs of
capacity building. The turnaround strategies adbptethe company should also be well

understood and supported by the commission, maragesnd the employees.

The study finally recommends that although the entrieadership at New KCC has
improved, it should be strengthened especially eant building and inculcation of
positive culture to guarantee success of the orgéon. The commissions and
management should be given autonomy to implementsthategies that will enable
turnaround of the performance of the company; tllweghment should not give
politicians leeway to determine the decisions amacyices applied in parastatals like
NKCC. They should also take advantage of theirngfite in the market as the only
processors who can produce powdered milk and teptims product market as it's a

product that can be stored for longer than prockssk.

5.6 Suggestions for Further Research

The study sought the challenges facing implememadi turnaround strategies at New
KCC. Therefore, there is need for further researclhis area which should include
successful implementation of turnaround strategiesther public sector companies.
Further work also needs to be done to addressriidegms accessing reliable supplies or
key inputs and services by farmers to enable dampanies deal with the problem of

seasonality of the raw product of milk.
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5.7 Limitations of the Study

The major limitation of this study was that theamhants were somehow reserved in
giving all the information pertaining to the faias of the past administration. They were
rather more interested on the reforms needed totlmutorganization on track. This
therefore, implied that the informants were morenftable on giving the information
on the current turnaround strategies adopted bytganization than dwelling much on

challenges facing the institution.
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APPENDICES

Appendix | — Interview Guide

1. NKCC folded its operations in 1992, what were tregancontributing factors for

the collapse?
2. What necessitated the revival of NKCC in 20037
3. Explain the success of the Turnaround strategigseimented at NKCC?
4. What financial reforms were undertaken at New KCC?

5. Does the management align turnaround strategyetcdmpany structures,

process and procedure to facilitate the implememtatf the turnaround process?

6. Does the management continuously communicate #ienvimission and

strategies in the revitalization process in the gany?

7. What measures were undertaken to improve qualilly pnocess at New Kenya
Cooperative Creameries?

8. What programs were put in place to guarantee ssftdasanagement of the

revival strategies?

9. What challenges were faced in the implementatiath@ihew technologies such

Enterprise Resource Planning (ERP)?
10.How does competition in the dairy market affecté@val process at NKCC?
11.What challenges is NKCC currently facing in paringmwith suppliers?
12.Explain how employee resistance to change affectatound process in NKCC?

13.How does the current milks storage capacity himt@fementation of turnaround
strategies at NKCC?



14.1n what ways does high cost of production hindefgrenance at NKCC?\
15.Explain how politics affects company’s turnaroumdgesses?

16. Explain how accessibility to market affects impleraion turnaround process at
NKCC?

17.How does scarcity of resources in the company hapgdormance trends in the
NKCC?

18.Indicate how adoption of information communicattenhnologies influences

implementation of turnaround process at NKCC.

19. Explain how management interaction with employesesdffected

implementation of turnaround strategies in the cany@

20.Explain how failure to allocate resources to impbemation of strategies led to

decline in performance at NKCC



Appendix 11 — List of Dairy Players

1.

2.

8.

9.

New KCC

Brooke Side Dairy

Limuru Dairy Company

Githunguri Dairy Farmer’s Cooperative
Eldoville Dairy

Buzeki Dairy

Sameer Agriculture and Livestock Ltd
Delamere Dairy

Bio Foods Products

10.Guango Dairy
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