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Abstract 

The private firms of study carried out turnaround activity and were yet to show a new lease of life. Thus, this 

study sought to evaluate the effect of turnaround strategies on performance of private firms in Plateau State. 

It specifically examined the effect of cost reduction, asset reduction, and revenue generation on performance 

of private firms. Employing survey research design and structured questionnaire designed on a 5-point Likert 

scale, primary data were sourced from 157 management staff in 21 private limited liability companies. 84 

copies of well completed and usable questionnaire were returned and used for analysis. SmartPLS-SEM was 

employed to test the effect of the turnaround strategies on performance. The results showed asset reduction 

has negative and significant effect on performance. Furthermore, cost reduction and revenue generation 

strategies each has an insignificant effect on performance of private firms in Plateau State. Therefore, it is 

recommended that private firms facing decline should not implement asset reduction strategy because the 

effect on performance is counterproductive but focus on turnaround strategies that address the root causes of 

the decline. 

Keywords: Turnaround, private firms, turnaround strategies, performance 

 

Introduction 

Firms are impacted, positively or negatively, by changes in the external environment. The survival and growth 

of the firm depend on its ability to align with such changes. The inability to align may trigger a decline in 

performance that could lead to the demise of the company with its attendant economic and social consequences 

at both macro and micro levels. Severe decline in performance induces a turnaround response.  Although 

numerous studies focused on quoted corporations and public enterprises (Wandera et al., 2018, Ukaidi, 2016), 

research efforts in private firms are scanty in Nigeria. Furthermore, scholars are divided in their findings 

concerning the effect of turnaround strategies on performance. The private firms of study have carried out 

turnaround activity but were yet to show a new lease of life. This study sought to investigate the effect of 

turnaround strategies on the performance of private firms in Plateau State to address the observed gap in the 

literature and provide an insight into how the unique characteristics of private firms may influence the choice 

of turnaround strategies. Private firms have unique characteristics that distinguish them from listed companies 

and public corporations where most of turnaround efforts had been concentrated by scholars. Blind application 

of turnaround strategies will hardly ever lead to a successful turnaround. The proxies of turnaround strategies 

used in the research were cost reduction, asset reduction and revenue generation while return on investment 

(ROI) was the measure of performance. It is believed there is a relationship between the strategies and 

performance in firms seeking turnaround. 
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The specific objectives of the study were to evaluate the effect of asset reduction, cost reduction, and revenue 

generation strategies on performance of private firms in Plateau State. Maintaining that thrust, three research 

questions were formulated to guide the inquiry:  

i. What is the effect of asset reduction on performance of private firms in Plateau State? 

ii. Does cost reduction have effect on performance of private firms in Plateau State?  

iii. Is there any effect of revenue generation on performance of private firms in Plateau State? 

In line with the specific objectives and research questions, the following hypotheses were formulated for 

testing: 

Ho1- Asset reduction has no significant effect on performance of private firms in Plateau State. 

Ho2- Cost reduction has no significant effect on performance of private firms in Plateau State. 

Ho3- Revenue generation has no significant effect on performance of private firms in Plateau State. 

 

The study benefits scholarship, particularly the strategic management literature, by extending the discourse on 

corporate turnaround to private firms. The study also aimed at reshaping policy in the firms of analysis to 

implement only those turnaround strategies that address their contextual contingencies to protect investment 

and jobs, contribute to internally generated revenue and grow the gross domestic product (GDP) for which 

private firms are key drivers in the economy. 

 

Literature Review 

Conceptual Review/Framework 

The conceptual framework explains the relationship between the exogenous variables of asset reduction, cost 

reduction, revenue generation and performance, the endogenous variable. In consideration of the documented 

scholarly evidence, this study hypothesized that there is a direct relationship between the listed exogenous 

variables and performance of private firms in Plateau State. In line with that, Figure 2.1 depicts the conceptual 

framework for the research. 

 
Figure 1. Conceptual Framework 

 

Concept of Turnaround 

Turnaround is a switch in performance from decline and failure to recovery and success (Wandera et al., 2018). 

A deterioration in performance triggers turnaround, a condition of decline or distress before failure (Lamberg 

& Pajunen, 2005). We may define decline as a stage in which the firm fails to anticipate, recognize, avoid, 

neutralize, or adapt to external or internal pressures that threaten its long-term survival (Ghawazzi, 2018; 

Cheo, 2012). Functionally defined, a turnaround may be viewed as the reversal of severe performance decline 

to sustainable profitability, vitality and competitiveness. Consistent with the two-stage perspective, a 

turnaround is marked by two distinct stages of retrenchment and recovery (Pearce & Robbins, 1994). 

However, Pearce (2007) suggested the three phases of decline, redirection, and re-establishment. At the 

decline phase, the firm strives for survival and positive cash flow through the pursuit of cost and asset 

retrenchments. The redirection phase focuses on improved profitability through products/markets 

reorientation such as business repositioning, divestment and productivity improvement. At the re-

establishment phase emphasis shifts to consolidating on the gains/improvements made in the foregoing phases 

to position the firm on solid profitability and competitive pedestals in the industry. If survival-threatening 
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decline precedes turnaround (TenBrink, 2016), one could argue that the discourse on firm turnaround should 

be preceded by diagnosing the root causes of the decline.  

 

Concept of Turnaround Strategies 

A turnaround strategy may be defined as “a set of consequential, directive, long- term decision and action 

targeted at the reversal of perceived crisis that threatens the firm’s survival” (Cater & Schwab, 2008).  

Furthermore, a turnaround strategy could be viewed as the necessary set of actions that when implemented 

will halt a declining performance situation (Gowen III & Tallon, 2002). Linking turnaround strategy to a firm 

decline, Akrani (2012) holds the view that a turnaround strategy is an analytical approach to solving the root 

causes of a firm decline.  Gleaning from the viewpoints of the scholars, corporate turnaround strategy may be 

defined as a set of purposeful and intentional actions initiated by the firm to address the root causes of an 

existence-threatening decline, reverse the slide and improve competitiveness. Collett et al. (2014) posit that 

the causes of decline are determinants of effective recovery strategies. Therefore, theoretical models and 

research designs should recognize that the causes of the firm's decline are important contingencies for 

consideration to achieve the objective of the turnaround. 

 

Concept of Cost Reduction  

Cost reduction is a part of retrenchment strategies of a firm in existence-threatening decline (Luan, 2013; 

Yawson, 2009; Lin et al., 2008; Furrer et al., 2007; Sudarsanam & Lai, 2001). Cost reduction typically includes 

reduction of expenses and labor costs (Gotteiner, 2019). It is the net reduction in total costs with the aim to 

improve firm efficiency (Lim et al., 2013), halt the financial decline, and ensuring short-term stability 

(Schweizer & Nienhaus, 2017). These costs include the cost of goods sold, interest expenses, and selling, 

general and administrative expenses. Kitching (2009) holds that divestment of businesses, closure of 

establishments, reductions in employment, and expenditure cuts constitute cost reduction actions. To buttress 

the point, expenditure cuts on a wide range of activities include R&D, marketing, and employee training. Cost 

reduction actions include layoffs, downsizing, streamlining of expenses such as sales and general 

administrative and research and development expenses. While some scholars specifically used the term ‘cost 

reduction’ some used cost retrenchment, cutback, streamlining of expenses, pay cuts, layoffs and downsizing. 

All actions aimed at reducing expenses fall within cost reduction strategy (Kitching, 2009). Early scholars 

(e.g., Pandit, 2000) suggested the strategy is often preferable in declining firms when the revenue threshold is 

about 25% below break-even. Morrow et al. (2004) hold that the operationalization of cost reduction strategy, 

particularly, among the firms in growth industries could be counter-productive. In their view, the strategy 

could result in the reduction of the level of innovation occasioned by the substantial streamlining of 

investments in research and development, production, and marketing functions. Furthermore, it was argued 

that the implementation of cost reduction strategy by a firm in the growth industry would make it unlikely to 

maintain, let alone enhance its competitive position in technology development and market presence. This 

underscores the position that implementation of the strategy in growth industries may lead to further declines 

in performance as opposed to the firms in mature industries. 

 

Concept of Asset Reduction  

Asset reduction is the elimination of assets as a means to increasing a firm's efficiency (Robbins & Pearce, 

1992). It is a reduction in short-term and long-term assets as a means to mitigating the conditions responsible 

for the plummeting financial performance of a firm. Property and equipment reduction, plant closures, 

divestment in firms, all constitute asset reduction (Wandera, 2018; Gibson & Billings, 2010; Pretorius, 2009). 

Kamunde (2010) asserts that the objective of asset reduction is to divest the non-profit generating assets or 

even profitable assets to raise cash to alleviate financial distress and fund restructuring. The strategy may be 

employed where the revenue threshold is below the break-even by up to two-thirds (Rico & Puig, 2019; Pandit, 

2001). The argument for asset reduction is predicated on the assertion that by reducing under-performing 

assets, a firm in decline can stem the downward trajectory in performance as a sure foundation to pursue 
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recovery or improvement in performance (Schmuck, 2013). Tikici et al. (2011) hold that asset reduction will 

be necessary if the firm’s high priority values are under significant threat and it has weak strategic alternatives. 

The initial works on firms’ turnaround suggested decline severity is the main contingency variable in the 

decision about asset reduction (e.g., Robbins & Pearce, 1992). On the contrary, Morrow et al. (2004) argued 

that the nature of the firm's competitive environment (mature or growth industry) and the effectiveness of the 

firm's strategic factor markets are necessary contingency variables to consider in the operationalization of 

asset reduction strategy. Furthermore, mature industries have distinguishing characteristics such as a high 

degree of market saturation, fewer significant product innovations, and highly knowledgeable and discerning 

buyers (Rico & Puig, 2019). 

 

Concept of Revenue Generation 

Revenue generation is a strategy directed at increasing sales to achieve a turnaround. Since the early empirical 

studies of turnarounds, actions to increase sales have been cited as important aspects of corporate turnaround 

(Ukaidi, 2016; Awwad, 2014; Schmuck, 2013). Ukaidi (2016) believes that by revenue-generating strategies 

the firm focuses, primarily, on its existing products which may be supplemented by discontinued products that 

could be reintroduced “quickly and profitably”. He further suggests that a firm may also introduce products it 

has no plan to continue in the long run. However, it can be argued that such action may be considered if it 

leads to increased capacity utilization with an improved economy of scale that significantly improves the 

margin. Revenue generation is required as a complementary strategy to be implemented in concert with cost 

and asset reduction strategies where the state of decline is very severe or where revenue performance is below 

the break-even point by up to about 80% threshold (Pretorius, 2009). Mulwa, (2017) opines that improvement 

in capacity usage and production processes contribute towards revenue-generating while Sudarsanam and Lai 

(2001) are of the view that it can be achieved through the pursuit of existing lines of products and/or initiating 

price cuts or raising prices with consideration for the price elasticity of the products on offer. The timing of 

revenue growth within the turnaround process should also be considered (Wandera et al., 2018).  

 

Concept of Performance 

Business performance could be viewed as the mechanism through which the firm evaluates all the efforts for 

the achievement of set goals (Yildiz & Karakas, 2012). Osisioma et al. (2015) hold the view that performance 

signifies both actions and results. Profitability is a measure of firm performance, success or failure. It can be 

defined as the ability of a business to produce a return on investment (ROI) based on its resources in 

comparison with an alternative investment (Wandera et al., 2018). Richard et al. (2009) are of the view that 

organizational performance can be viewed from three specific areas of firm outcomes such as financial 

performance, product market performance, and shareholder return. Accounting-related measures are financial 

indicators of overall performance based on financial statements such as the statement of financial position and 

statement of comprehensive income. The intuitive appeal of ROI as a generalizable measure of financial 

performance makes it the primary performance variable in most strategy research on decline and turnaround 

(TenBrink, 2019; Ukaidi, 2016; Chen et al., 2014; Tikici et al., 2011; Morrow et al., 2004). 

 

Theoretical Framework 

The theories underpinning the study are Stage Theory and Contingency Theory. 

 

Stage Theory. A stage theory has its roots in change management model developed by Kurt Lewin in 1950s. 

The three-stage model consists of freezing of historical events, migrating to new transformational information, 

and refreezing by reinforcements and support for change (Nyagiloh & Kilika, 2019). It emphasizes that 

turnaround is not a single event or state; it is a process composed of a sequence of events that, when combined 

described the occurrence of performance improvement over a particular time (Cheo, 2012).The theory helps 

to stratify the actions that culminate in recovery or eventual demise among firms faced with severe decline. 

Chowdhury (2002) suggested that the stage theory perspective should be the basis for the process study of a 
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turnaround as such an approach can explain how and why a sequence of events takes place over time leading 

to a firm’s survival or failure.  

Contingency Theory. Contingency theory could be linked to Fred Edward Fiedler’s work on contingency 

models and leadership in 1960s. The theory hinges on the main premise that no single type of organizational 

structure is equally applicable to all organizations and that there is no single set of rules of general application 

among firms. It proposes that organizational outcomes are the consequences of a fit or match between two or 

more factors (Islam & Hu, 2012).  The theory is one of the key theories applied in strategy and organizational 

studies and one of which is widely adopted in strategic management (Ukaidi, 2016), particularly in corporate 

turnaround investigations. In line with the earlier position, Ndofor et al., (2013) hold that the theory suggests 

context matters, and the appropriateness of turnaround strategies will depend on the origin of the decline and 

the severity of the firm’s situation. 

 

Empirical Review 

Cost Reduction and Performance 

Ndofor et al. (2013) examined the relationship between cost reduction and performance of firms declining in 

a thriving software industry. Cost reduction was operationalized as layoffs. The population of 114 firms was 

drawn from publicly traded U.S.-based prepackaged computer software industry between 1990 -1996. The 

firms were split into turnarounds (36) and non-turnarounds (78) for comparative analysis. NVivo N6 software 

was used to perform analysis of the articles generated for the qualitative study. The result indicated that layoffs 

was negatively associated with performance for firms declining in a thriving industry.  

 

Birir et al. (2014) researched the effect of cost reduction strategy on the performance of public corporations 

in Kenya. With the aid of purposive sampling technique, a sample of thirty-two (32) corporations was selected 

for the study out of the target population 162 public corporations. Likert-response scale questionnaire was 

administered to the respondents to collect primary data that were complemented with secondary data of three 

years prior. Pearson’s product-moment correlation coefficient and multiple regression were used to determine 

the effect of turnaround strategies on the performance of the corporations. The results showed a significant 

positive relationship between cost reduction strategy and performance.  

 

Ngwenya et al (2016) examined the effect of cost reduction on turnaround of manufacturing firms in Harare, 

Zimbabwe over the period of 2009 to 2014. The mixed research methodology was adopted. A stratified random 

sampling technique was employed in the selection of 305 companies across the 14 sub-sectors of the 

manufacturing sector. A sample of 180 respondents was selected. Both quantitative and qualitative data were 

sourced from the respondents through the questionnaire administered and interviews conducted. Pearson Chi-

square correlation test was performed to determine the relationship subsisting between the variables of study. 

It was reported that there is no relationship between the cost reduction and turnaround outcome.  

 

The aforementioned empirical literature based on quoted foreign firms suggested some scholars hold the view 

that cost reduction has a significant positive effect on firm performance. On the contrary Morrow et al. (2004) 

reported that in growing industries cost retrenchment was negatively correlated while in declining industries, 

cost retrenchment was positively associated with firm performance. Mulwa, (2017) and Animah (2018) also 

reported that cost reduction has a negative effect on firm performance. In this study, it is hypothesized that: 

Cost Reduction has no significant effect on performance of private firms in Plateau State (H01). 

 

Asset Reduction and Performance 

Ukaidi (2016) examined the effect of asset reduction strategy on performance in quoted manufacturing 

companies in Nigeria. The dependent variable is corporate performance using the three measures of profit, 

return on investment (ROI), and return on equity (ROE). A sample of 24 manufacturing companies quoted in 
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the Nigerian stock exchange was used in the study from which 224 respondents were sourced. The result of 

the analysis shows asset reduction strategy has a positive and significant effect on corporate performance.  

 

Giriati (2018) examined the effect of asset reduction on the recovery of quoted companies in Indonesia. Thus, 

recovery was the dependent variable. A sample of 100 Indonesia-based companies was used in the study. 

Relying on secondary data in the analysis, the study used a simple logistic regression analysis to test the 

hypotheses formulated. It was reported that asset reduction does not have effect on the success of the 

company's recovery. 

 

Ung et al. (2018) investigated firm performance, retrenchment strategy, and different ownership structures 

within the context of evidence from public listed companies in Malaysia. The study sought to ascertain the 

relationship between retrenchment strategy and firm performance for a sample of 219 listed firms in Malaysia 

over the period 2008–2015. Return on assets and Tobin Q were the measures of performance. A robust panel 

regression analysis was performed. It was reported that retrenchment strategy contributes positively to firm 

performance.  

 

Jamal and Salisi (2021) investigated the relationship between retrenchment strategy and firm performance 

using a sample of 49 (out of the total of 72) listed construction companies in Malaysia over the period of 2008 

– 2018. The independent variables in the investigation include retrenchment while performance was the 

dependent variable using return on assets (ROA), return on equity (ROE), and Tobin’s Q as measures. To 

analyze and test the retrenchment variables in this study, secondary data obtained from the database for 

construction companies listed in Bursa Malaysia under construction sectors was used to measure the firm’s 

performance and the variables of retrenchment. Regression analysis was carried out through the use of ordinary 

least squares (OLS) to test the relationships proposed in the investigation. It was concluded that retrenchment 

strategy has no significant relationship with return on firm performance. 

 

The empirical literature suggests most scholars hold the view that asset reduction has a positive and significant 

effect on firm performance. However, Morrow et al., (2004) reported that in declining industries, asset 

retrenchment had a negative relationship with firm performance while the outcome of Laitinen's (2011) study 

suggests asset reduction has a negative effect on performance. In this study, it is hypothesized that: Asset 

Reduction has no significant effect on performance of private firms in Plateau State (H02). 

 

Revenue Generation and Performance 

Awwad (2014) investigated the impact of revenue generation strategy on the recovery from a corporate decline 

in Jordanian manufacturing firms. The population used for the study comprises all manufacturing companies 

listed on Amman Stock Exchange. A total of 234 respondents made up of company executives filled the 

questionnaire designed on a 7-point Likert response scale administered to generate data for analysis. T-test 

was carried out to ascertain the effects of the independent variables on the firms’ performance. It was reported 

that revenue generation has a significant positive effect on the performance of declining firms.  

 

Mungai and Bula (2018) sought to determine the effect of revenue generating strategy on the performance of 

Kenya Airways. The study adopted a descriptive research design. A sample of 48 respondents was selected 

from the population through a stratified sampling technique for the study. Primary data were sourced through 

questionnaire while the secondary data were obtained by scrutinizing the annual reports, financial statements, 

marketing plan, the organization’s website, and other publications available. The data captured were subjected 

to both quantitative and qualitative analysis. Multiple regression analysis was carried out to test the hypotheses 

in the study. It was reported that revenue generating strategy had a significant and positive effect on 

performance in Kenyan Airways.  
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Kor (2020) investigated the effect of revenue increase on successful turnaround in listed SMEs. 521publicly 

listed SMEs in North America region had all the information required for the construction of the variables in 

the study. The sample provided a total of 2,433 observations. ROI was the measure of successful turnaround- 

the dependent variable. Revenue increase was the independent variable. The longitudinal study utilized 

existing financial data to test the hypotheses formulated for the research. Logistic regression method was 

employed to estimate the results of the turnaround. It was reported that revenue increase improves the 

likelihood of short-term successful turnaround.  

 

Empirical literature seem to suggest scholars are united in their position that revenue generation strategy has 

positive effect on firm performance. In this study, it is hypothesized that: 

Revenue Generation has no significant effect on performance of private firms in Plateau State (H03). 

 

Methodology 

A survey research design was adopted for the study to elicit individual opinions about turnaround strategies 

implemented by the firms of analysis between 2006 and 2019. Additionally, the study is quantitative as it 

collected numerical data using structured questionnaire and processing it with the aid of frequencies and other 

statistical tools of data analysis. 

 

The study population was made up of 157 management staff in twenty one (21) private limited liability 

companies registered in Plateau State. The period covered was between 2006 and 2019. To be adjudged a 

declining firm, it must have experienced, at least, three consecutive years of decline in ROI, or two consecutive 

years of negative ROI or one year of negative revenue (Guan & Xu, 2007; Francis & Desai, 2005; Morrow et 

al., 2004). In addition, it must have attempted a turnaround whether successful or not. 3 years was sufficient 

to ascertain a company was truly in decline by the consistent decline and that a company had recovered from 

the downturn by posting consistent improved profits for a minimum of 3 years. The companies were identified 

through the mandatory annual audited accounts prepared by independent auditors that were filed for tax 

assessment purposes.  

 

Census method, a study of every unit in a population, was adopted for the study. All the management team 

members in each identified company of interest were surveyed. The units of analysis were the management 

staff of the companies of interest because they have hands-on information about the operations of the firms. 

Boyne et al. (2012) suggested that top officials play a leading role in shaping strategies, affecting 

implementation, influencing performance, and making a difference to the outputs and achievements of the 

firms. For investigations seeking content and process information, the upper echelons may be the only sources 

for some variables of interest (Cycyota & Harrison, 2006). The firms were not drawn from a single sector as 

observed in some prior studies to avoid sectoral bias (Sudarsanam & Lai, 2001; Wild, 2010) contingent on the 

need for a sample frame that would foster the generalization of the research outcomes (TenBrink, 2016). 

 

The measures of exogenous variables of turnaround strategies are asset reduction (Wandera et al., 2018; Evans 

et al., 2014; Ndofor et al., 2013; Tikici et al., 2011; Kamunde, 2010; Gibson & Billings, 2010), cost reduction 

(Ndofor et al., 2013; Luan et al., 2013; Lim et al., 2013; Tikici et al., 2011; Kitching, 2009) and revenue 

generation (Mungai, 2018; Mulwa, 2017; Ukaidi, 2016; Awwad, 2014). The endogenous variable is 

performance which proxy is return on investment (Wandera et al., 2018; Ukaidi, 2016; Chen et al., 2014).  

 

A structured questionnaire was designed to elicit the primary data required for the investigation. Barker and 

Duhaime (1997) had reported unchallenged that changes in financial ratios may not represent the management 

actions that researchers attach to them but may result from qualitative decisions taken by the management that 

financial ratios cannot capture for disclosure in financial statements. Consistent with the above perspective 

management actions were not measured using financial data but responses obtained from the questionnaire 
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designed for the study. Section ‘A’ that contained the turnaround strategies scale adapted the TMS scale 

developed by Beeri (2009) and Wandera et al. (2018) on a 5-point Likert extent scale ranging from 0 (No 

effect) to 4 (To a Very Large Extent). The scale was adapted to the Nigerian private firms’ ecosystem in 

accordance with the quantitative data sought for the research and the context of the study. Furthermore, Section 

‘B’ had 3 demographic questions. The questionnaire was administered to the respondents by the researcher 

and research assistants through the contact in each firm of analysis. 

 

The questionnaire was subjected to pretest on a limited scale within the target population in line with 

recommendation by scholars (Cooper & Schindler, 2014; Sekaran & Bougie, 2013). Hair et al. (2017) 

recommended that a minimum of either four or five pre-test respondents should be used. The study carried out 

both expert-driven and respondent-driven pretests. Subsequent to the pretest, a pilot test to run the entire 

research process in actual field conditions on a small scale within the target population. The 10 pilot test 

respondents were excluded from the actual survey in line with (Saunders et al., 2009). 

 

The researcher sought the permission of the private firms to participate in the survey through the head of 

Human Resource/Administration (contact). To hedge against noncontacts and refusals in the study, a contact 

was identified in each firm of analysis. The questionnaire were physically delivered to the contacts by the 

researcher or the research assistants. The copies of the questionnaire delivered to the contacts were based on 

the size of each firm’s management staff. Cycyota and Harrison (2006) reported declining mean response rates 

over the period of their study to yield an overall 32% rate. However, the response rate of 57.9% was recorded 

in this study when response rate in management surveys has declined over the years.  

 

Partial Least Squares regression analysis, using SmartPLS-SEM software, was performed on the data captured. 

The tool was employed because of the non-normality and size of the primary data. A model was developed to 

show performance (PF) of the private firms is a function of cost reduction (CR), asset reduction (AR) and 

revenue generation (RG) with error term e: 

PF = β0 + β1CR + β2AR + β3RG + e          

Where:  β0 is a constant; β1, β2 and β3 are the coefficients of the independent variables cost reduction, asset 

reduction and revenue generation. e is the error term which is assumed to be normally distributed with 

mean zero and constant variance. 

 

Results and Findings 

Out of the 145 copies of the questionnaire administered to the management staff members of the companies 

of analysis, 84 usable copies were retrieved for processing representing 57.9% response rate.  The 

demographic data showed the majority 36.9% were between 36 – 55 years. It was further revealed majority 

56% had served for 6-10 years and majority 59.5% of the respondents possessed HND or first Degree.  

 

The assessment of the measurement model was carried out using SmartPLS-SEM software to evaluate the 

reliability and validity. 
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Figure 4.1 Graphical Measurement Model 

In reflective model, the assessment of the reliability and the validity, average variance estimate, and indicator 

loadings are required. From Figure 4.1, the results of the PLS Algorithm calculations for outer loadings were 

between 0.731 - 0.884. The outer loadings of the variables were greater than the limit of 0.708 (Hair et al., 

2017). Composite reliability estimates varied between 0.824 and 0.915, all higher than the 0.708 criteria (Hair 

et al., 2017). In fulfilling the average variance extracted criteria, all the values from the constructs were 

between 0.610 and 0.712, satisfying the standard minimum values of 0.501 (Hair et al., 2017). The estimates 

obtained for the measurement model, validity and reliability measures met the standard thresholds. 

 

Table 4.1 Results of Measurement Model 

 

Construct Items Loadings CR AVE R2 F2 

Asset reduction (AR) AR2 0.860 0.829 0.619  0.018 

 AR5 0.731     

 AR6 0.764     

Cost Reduction (CR) CR4 0.769 0.824 0.610  0.000 

 CR5 0.793     

 CR6 0.782     

Performance (PF) PF1 0.825 0.915 0.684 0.065  

 PF2 0.831     

 PF3 0.818     

 PF4 0.826     

 PF5 0.835     

Revenue Generation (RG) RG3 0.835 0.884 0.719  0.015 

 RG4 0.894     

 RG5 0.812     

 Output from SmartPLS-SEM 
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In assessing the discriminant validity, Heterotrait- Monotrait (HTMT) ratio was employed through PLS 

bootstrapping algorithm. Table 4.2 shows values ranged between 0.178 and 0.752. A value less than 0.85 is 

good. A greater value in HTMT above 0.85 indicates that discriminant validity is a problem (Kline, 2011).  

Table 4.2 Heterotait-Monotrait Ratio 

Heterotrait-Monotrait (HTMT) Ratio 

  AR CR PF RG 

ASSET REDUCTION (AR)     

COST REDUCTION (CR) 0.752    

PERFORMANCE (PF) 0.260 0.178   

REVENUE GENERATION 

(RG) 
0.653 0.667 0.248  

 Output from SmartPLS-SEM 

The structural model (figure 4.2) was assessed using the bootstrapping technique by applying the relevant 

parameters to analyze the strength (β coefficient) t-statistics, and significance (p value) of the relationships 

hypothesized in the study. 

  
Fig. 4.2 Graphical Structural Model 

 

Table 4.3 Hypotheses Testing  
Path β Value T Statistics P Value Decision 

H01 Cost Reduction (CR) - >  Performance (PF) 0.015 0.111 0.906 Supported 

H02 Asset Reduction (AR) - > Performance (PF) -0.160 1.900 0.042 Not Supported 

H03 

Revenue Generation (RG) - > Performance 

(PF) 
-0.143 0.193 0.093 Supported 

Output from SmartPLS-SEM  

H01- Cost reduction has no significant effect on performance of private firms in Plateau State. 

Table 4.3 and Figure 4.2 show Cost reduction has positive and insignificant effect on performance of private 

firms (β = 0.015, t = 0.111, p = 0.906). The null hypothesis is supported (p > 0.05; t < 1.675) and therefore, 

accepted. The result of the analysis shows cost reduction has a positive and insignificant effect on performance 
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of private firms in Plateau State. The result contrasts the conclusion of prior scholars that cost reduction 

turnaround strategy has positive and significant effect on performance of companies faced with existence-

threatening decline (Ukaidi, 2016; Nacheri & Ogollah, 2015; Birir et al., 2014). In line with the postulation of 

Contingency Theory, industry consideration and nature of competition are contextual contingences that should 

be considered, if the desired turnaround success and competitiveness are to be achieved. Ruthlessness in cost 

reduction particularly research and development expense may weaken the firm’s competitive advantage and 

its proactive adaptation to the ever-shifting dynamics in the operating environment. Cost reduction strategy 

could have positive effect on stemming the severe decline faced by the companies but an insignificant effect 

on turnaround success. Underpinned by the result of the study, the implementation of cost reduction strategy 

in private firms in Plateau State would produce an insignificant effect on performance.  

 

H02- Asset reduction has no significant effect on performance of private firms in Plateau State. Table 4.3 and 

Figure 4.2 show Asset reduction has negative and significant effect on performance (β = -0.160, t = 1.900, p 

= 0.042) of private firms in Plateau State (p < 0.05; t > 1.675). Therefore, the null hypothesis is not supported 

and thereby rejected. The result of the analysis shows asset reduction has negative and significant effect on 

performance of private firms in Plateau State. The outcome of this study contrasts the results of prior scholars 

(e.g., Jamala & Salisi, 2021; Giriati, 2018; Tikici et al., 2011) who hold that asset reduction has no significant 

effect on performance. Private firms require other turnaround strategies contrary to the research-suggestion 

that asset reduction should be implemented when revenue is up to two-thirds below the breakeven point (Rico 

& Puig, 2019). Assets held by the firm contribute to its competitive advantage. Disposal of strategic assets in 

the quest for a turnaround success may not augur well for the company. Furthermore, Morrow et al. (2004) 

alerted of forced significant discount that may arise from ‘fire sales’ when companies are faced with a poor 

liquidity situation. Conclusively, the implementation of asset reduction in private firms in Plateau State would 

lead to a negative and significant effect on performance. It indicates the implementation of the strategy in the 

private of study will be counterproductive. 

 

H03- Revenue generation has no significant effect on performance of private firms in Plateau State. 

Table 4.3 and Figure 4.2 show revenue generation has negative and insignificant effect on performance of 

private firms (β = -0.143., t = 0.193, p = 0.093). The null hypothesis is supported (p > 0.05; t < 1.675) and 

therefore, accepted. Based on the analysis carried out, revenue generation has positive and insignificant effect 

on performance of private firms in Plateau State. The outcome is in contrast with prior research findings, 

which appeared to be unequivocal in the conclusion that revenue generation has significant effect on 

performance (Kor, 2020; Mungai & Bula, 2018; Ukaidi, 2016; Birir et al., 2014; Awwad, 2014). Producing 

and marketing a product that has little or no contribution margin would result in losses. Revenue generation 

strategy without addressing the root causes of the survival-threatening decline would not result in a turnaround 

success even though it may contribute toward halting the decline. Therefore, implementing the strategy in 

private firms in Plateau State, Nigeria will have insignificant effect on performance in the turnaround effort. 

 

The graphical measurement model (figure 4.1) shows 6.5% variation in performance of the private firms was 

explained by the exogenous variables of study. No wonder the companies did not witness a new lease of life 

after implementing the research-suggested turnaround strategies. It suggests 93.5% variation in performance 

would be explained by other variables outside of the study. Only 2 of the 21 companies met the set criterion 

for a successful turnaround. They achieved the minimum standard threshold of three consecutive years of rise 

in ROI. Some of the 19 companies reported as non-successful continued to operate but could not record a rise 

in ROI for three consecutive years after implementing turnaround strategies. Furthermore, some of them 

stopped filing their annual audited accounts for tax assessment, a possible indicator of failure. One of them 

was acquired by an asset management company. 
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Conclusion and Recommendations 

Based on the research objectives and findings, the subsequent main conclusions were made: 

a.  The implementation of cost reduction and revenue generation strategies do not have significant effect 

on performance of private firms in Plateau State. 

b.  Asset reduction has negative and significant effect on performance of private firms in Plateau State.  

 

While the strategies of discourse may contribute to stemming the decline, they cannot lead to a successful 

turnaround. Little wonder that about 90.5% of the firms of study did not witness a successful turnaround 

outcome after implementing the strategies.  Therefore, it is recommended that private firms faced with severe 

decline should not implement asset reduction strategy because the effect on performance will be 

counterproductive. The strategies to be implemented should address the root causes of the severe decline to 

witness a successful turnaround. 
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