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The decline of a company is not caused by one single reason, as it is often a consequence of 
many individual management actions and behaviours. It is possible to find similarities in 
turnarounds, and each turnaround case is different.  
 
This research was done to find the essential factors to implement a successful turnaround in a 
knowledge-intensive industry, in a case company context. The selected methodology is 
qualitative case study research. The case company executives were interviewed, and the 
collected data was analysed to identify themes and their relationships. 
 
The analysis shows that in a critical turnaround situation, the control of the execution of 
actions by directive management correlates with a successful turnaround. The analysis also 
shows that the principal executive’s cultural fit and cognitive background have high 
importance. 
 
As a conclusion it is possible to say that independent of the reason for the decline, the issue 
can always be caused by management, and thus many concepts used in turnarounds belong in 
the normal company operations toolkit. 
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Yrityksen taantuminen ei johdu yhdestä ainoasta syystä, vaan se on usein seurausta monista 
yksittäisistä johdon toimista ja asenteista. Yritysten toipumiselle, suunnanmuutokselle 
(turnaround) on mahdollista löytää yhtäläisyyksiä, mutta jokainen tapaus on erilainen. 
 
Tämän tutkimuksen tarkoituksena on löytää olennaisia tekijöitä onnistuneen 
suunnanmuutoksen toteuttamiseksi tietointensiivisellä toimialalla, ja tietyssä case yrityksessä. 
Valittu metodologia on kvalitatiivinen tapaustutkimus. Yrityksen johtajia haastateltiin ja 
kerättyä dataa analysoitiin teemojen ja niiden suhteiden tunnistamiseksi. 
 
Analyysi osoittaa, että kriittisessä käännetilanteessa toimenpiteiden suorittamisen 
systemaattinen ohjaaminen korreloi onnistuneen toipumisen kanssa. Analyysi osoittaa myös, 
että johtajan kulttuurisella sopivuudella, kognitiivisella taustalla, ja kokonaisuuden kontekstin 
hyvällä ymmärtämisellä on suuri suunnanmuutoksen onnistumisen kannalta suuri merkitys. 
 
Johtopäätöksenä voidaan todeta, että taantumisen syystä riippumatta ongelma voi aina johtua 
johdosta, ja näin ollen monet käännöksissä käytetyt käsitteet kuuluvat yrityksen normaalin 
toiminnan työkalupakkiin. 
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1 INTRODUCTION 
 
I have made my career in the telecommunication sector and have seen several big world-class 
companies disappear during the last decades. After many years of decline, one Finnish 
company has survived and had a vital renaissance during recent years. This company initially 
provided telecom operators with paging systems, late-phase value-added service platforms, 
and real-time charging systems. It made a significant size acquisition in 2009, and after this, it 
started to develop and deliver business support systems. At the time, the company also 
changed its name. The company can be classified as operating in a knowledge-intensive 
industry as it develops software systems. The years after the acquisition were very 
challenging due to weak profitability. The situation was so severe that the company entered 
debt restructuring in March 2015. The distress started several years before the debt 
restructuring, and a few unsuccessful recovery initiatives and management changes were 
made even before the debt restructuring. The new CEO, who started one year after the 
company entered debt restructuring, succeeded in implementing a turnaround. This successful 
turnaround motivated me to focus my research on the turnaround process and investigate what 
was done, why and when to make the turnaround successful and what were the key contextual 
factors that positively or negatively affected the turnaround. This case study aims to examine 
the key factors that enabled the successful turnaround after a long period of decline. 
 
1.1 Theoretical framework 
 
To understand turnaround in firms, the theoretical framework first introduces the theoretical 
concept of firms by Kogut and Zander (1996, p. 502-518), and firms as economic 
organisations and then factors influencing their success or decline (Schweizer and Nienhaus 
2017, p. 4-7; Baumol 1986, p. 279-282; Veetil 2015, p. 15-32).  
The rest of the theoretical part covers actual research on the turnaround phenomenon, 
common reasons for decline, and the most-used corrective actions in the situation (Kanter 
2003, p. 58-67; Arogyaswamy et al. 1995, p. 493-520; Chen and Hambrick 2012, p. 225-241; 
Brege and Brandes 1993, p 185-204). 
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To make it easier for reader to follow the theory related to turnarounds, a turnaround research 
framework slightly adapted from Schweizer and Nienhaus (2017, p. 4-7) is applied to create 
structure for the study.  
 
1.2 Research question 
 
The turnaround is an exciting research topic, as the spiral of decline situation is challenging 
for firms. As Kanter (2003, p. 5) says, decline never stems from a single reason. It results 
from an accumulation of decisions, actions and commitments entangled with organisational 
dynamics. The problems may come to light in the form of secrecy, isolation, avoidance, lack 
of respect and feelings of helplessness, creating a culture that strengthens the spiral of decline 
instead of recovery. In this research, the essential factors for successful turnaround 
implementation in a knowledge-intensive industry are identified. It is possible to find many 
research reports with conflicting conclusions on factors affecting turnaround success: 
management change, separation of retrenchment and recovery, and external or internal 
management.  
 
The principal research question is: What were the key factors that enabled the company to 
execute a successful turnaround after a long period of decline? 
 
In this work, the critical aspects, actions, timing and the influence of contextual conditions, 
behind the case company’s successful turnaround are identified to provide an answer for the 
research question. 
 
1.3 Definitions and key concepts 
 
There is a great variety of definitions of key terms related to business turnaround. Some of the 
key definitions for decline, turnaround, and failure are introduced in this section. 
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1.3.1 Decline 
 
The decline situation is defined as a change of performance to be worse than earlier, measured 
in sales, market share, and technological leadership (Lorange and Nelson 1987), a decrease in 
key indicators such as sales, profit or profit ratios like ROI and ROE (Weitzel and Jonsson 
1989), decline and deteriorating financial performance measured by bankruptcy and a 
dramatic fall in market value (Probst and Raisch 2005, p. 90), and a firm falling from an 
excellent performance to a poor performance measured by any appropriate criteria. The 
definition of decline requires observation over two years. (Sudarsanam and Lai 2005, p. 190). 
MacKinley et al. (2014, p. 90) define decline as a situation of a successive, year-after-year 
decrease in an organisation’s resource base that lasts for at least two years.  
 
1.3.2 Failure 
 
Failure can happen when a decrease in sales or increase in expenses achieves a level where a 
firm becomes insolvent and is unable to get new debt or equity funding. Consequently, it 
cannot continue to operate under the current management and ownership (Shepherd 2005, p. 
124). Bankruptcy is the cause of exiting the economy and happens when a firm runs out of 
funds to cover its obligations. Companies that are insolvent to the level of legal proceedings 
have failed to meet the expectations of fulfilling their financial obligations. (Thornhill and 
Amit 2003, p. 497).  
 
1.3.3 Turnaround 
 
A negative turnaround is when a company has two successive years of simultaneous and over-
industry average decline in ROI and ROE after two consecutive years of ROI and ROE 
growth (Robbins and Pearce 2006, p. 296). A successful turnaround is when a firm goes 
through a survival-threatening decline over the years and can reverse the situation, eliminate 
the threat to its existence and achieve sustainable profitability (Barker and Duhaine 1997, p. 
18). Walshe et al. (2004, p. 201) say that the situation can be considered to be a turnaround 
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when the company recovers adequately to return to normal operations, for example surviving 
a survival threat and returning to sustainable profitability.  
 
1.4 Structure of the research 
 
This study contains five chapters. The first chapter presents the research background and 
introduces the topic to the reader. The second chapter presents the related existing research 
and theories. The third chapter presents the research design and introduces the case company. 
The fourth chapter is the empirical part, showing the results of the qualitative research. The 
fifth chapter responds to the research question considering the themes and discusses the 
study’s limitations. The final chapter is a summary of the research and results. 
The type of this case study is a single-case design (Yin 2012, p. 8). This study examined the 
turnaround phenomenon in the case company by applying the qualitative research method. I 
interviewed the company’s top executives to identify the reasons for the decline and recovery, 
actions, timing and contextual issues.  
 
 
2 OVERVIEW OF EXISTING RESEARCH  
 
There has been a lot of turnaround research, and it is generally accepted that there are two 
vital phases, retrenchment and recovery. Many researchers agree that the turnaround process 
is highly contextual (Arogyaswamy et al. 1995; Pettigrew 1997; Chen and Hambrick 2012). 
The shared opinion is that stabilising operations and recovering the financial performance is 
the right target for the first phase of the turnaround process. Once stabilisation is achieved, the 
turnaround focus is moved to solve the causes for the decline (Barker and Schmitt 2017, p. 
333). Some researchers then consider that retrenchment and recovery (strategy) are not 
sequential but interdependent, overlapping each other (Arogyaswamy et al. 1995, p. 497). In 
addition, Arogyaswamy (1995) emphasises that different actions may lead to similar results, 
making it challenging to research turnarounds from generic evidence. 
More extensive problems than inefficiency may impact declining organisations. They may 
suffer, for example, from a bad internal climate or a dysfunctional decision-making process. 
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Barnard (1938, p. 4-5) also says that organisations have many internal reasons to fail related 
to human nature, fights, perversity, egoism, wrong structures, wrong economic assumptions, 
weak cooperation, lack of cooperative spirit and poor leadership management. He concludes 
that the most common reason for failure is outside forces and organisations’ inability to adapt 
to continuously changing environments.  
The management is always responsible for the company and its situation. Whatever the reason 
for the decline, the issue can always be caused by deficiencies in management (Balgobin and 
Pandit 2001, p. 302). Senior management who have been in charge while a firm enters into a 
period of decline have failed to evaluate the company’s environment (Maheshwari 2004, p. 
77). Management is a broad term covering all activities in an organisation. Strategy definition 
is an essential part of management work. (Schweizer and Nienhaus 2017, p. 8).  
Roberts (2015, p. 22) divides the existing turnaround research literature into two main 
competing areas: strategy and management. Strategy-focused literature differs from 
management-focused literature by its conviction about a generic strategy as a solution to the 
firm’s need for a turnaround. This strong dichotomy between the operative and strategic 
focuses has influenced the thinking that companies will select either an operative response or 
a strategic reaction (Roberts 2015, p. 23). 
 
2.1 Firms 
 
In this section I will open up the concept of the firm and the theory of achieving a competitive 
advantage based on more efficient resource allocation. The target is to make it easier for the 
reader to understand the logic of how the company may enter into a decline spiral and lose its 
competitive advantage due to problems in relationships and communication blocking it from 
maintaining the optimal resource allocation situation. 
 
2.1.1 Firms as economic organisations 
 
Firms are economic organisations: when they grow, different organisational aspects and 
behaviours will come into the picture. Barnard (1938) already claimed that organisations are 
systems where individual workers, co-workers and organisations cooperate. He identified that 
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organisational success and survival depend upon achieving a level of cooperation from 
employees, which means they need to be satisfied. (Perrow 1986).  
Barnard’s book (1938) is an excellent theoretical examination of society’s economic activities 
where the market mechanism does not automatically run to perfection. As an example and 
proof, firms commonly use vertical integration to gain an advantage. If the so-called market 
mechanism worked perfectly, it would not be possible for firms to achieve an efficiency gain 
with vertical integration. (Baumol 1986). 
To understand the importance of effective communication and information-sharing, especially 
in modern knowledge-intensive companies, we can investigate rather old definitions that 
show where competitive advantage will come from. The fundamental economic problem is 
resource allocation in a situation where information about preferences, resources and 
production possibilities is dispersed among many entities (Hayek 1945). In some parts of 
economic activity, this allocation is done by the markets, while in other areas, the allocation is 
done by managers. Firms exist mainly due to the favourable balance between communication 
and efficiency compared to the open market. The market is more robust against noise in 
information, but firms can compensate for this by being more efficient with resource 
allocation. As communication becomes more efficient with advanced information technology, 
noise decreases and makes firms bigger. (Veetil 2015, p. 15-32). 
Firms are particular and differ from the market itself as they are organisations that accumulate 
social knowledge of coordination and learning. Firms gain benefits over the self-interested 
markets by learning and coordinating more efficiently. The benefit is possible due 
identification of members with the organisation. We can understand firms as social 
communities focusing on maximising efficiency in knowledge-creation and transfer (Kogut 
and Zander 1996). When a member identifies with the organisation, their self-esteem starts to 
depend on the organisation’s performance (Schein 1994). One of the most potent sources of 
work motivation is appropriate means of production and control of one’s own work process 
(Weber 1920).  
Schein (1994, p. 15) defines an organisation as “the planned coordination of the activities of 
some people for the achievement of some common, explicit purpose of the goal, through 
division of labor and function, and a hierarchy of authority and responsibility”. Thus to have 
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an organisation efficiently working towards the common goal will increasingly require 
learning and information-sharing, especially in knowledge-intensive industries. 
Integration, alignment and trust in organisations are becoming more and more important. 
Future organisations will need to adapt to the increasing speed of change and competition to 
succeed. According to Manka (2006, p. 86), these organisations will need to have the 
following aspects: 
- Fewer organisational layers. 
- Autonomous networked knowledge-based teams form organisations. 
- Part of the organisation is outside official administrative boundaries. 
- The command chain operates based on authorisation instead of direction. Decision 
power and responsibility will be close to the operation. 
- Members are trusted and empowered. 
- The base of appreciation is competence, not a hierarchical position. 
The following matters positively impact team efficiency. 
- Group identity.  
- Level of autonomy and management support. 
- Access to information. 
- Closeness with team members. 
- Team targets that are challenging but achievable. 
- Influence on decision-making. 
- Innovative team spirit. 
(Manka 2006, p. 92) 
Many researchers indicate that knowledge is a primary organisational asset and resource in 
this century (Gonzales and Martins 2014). Future organisations like that presented by Manka 
(2006) gain importance as human interaction includes metacommunication related to the 
context of meaning and relationships between people (Tosey 2008). In knowledge 
management (KM), the focus has recently been on employee development and an 
organisational culture that supports efficient knowledge-sharing. KM is only possible if 
members of an organisation are willing to share their knowledge (Gonzales and Martins 
2014). 
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2.1.2 Reasons for firm decline 
 
Organisations have many internal reasons to fail. They can be related to human nature, 
perversity, egoism, fights, wrong economic assumptions, wrong structures, weak operation, 
lack of cooperative spirit, poor leadership and management. The most common reason for 
failure is outside forces and organisations’ inability to adapt to continuously changing 
environments. (Barnard 1938). 
It is commonly agreed that the speed of change is continuously increasing. Organisations that 
are good at adapting are good at learning. These organisations have the environment of trust 
that is required for efficient information-sharing and knowledge-creation. Businesses fail due 
to external or internal reasons. Competition, technological change and regulatory change are 
the most common external reasons. Internal reasons can include organisational rigidity and 
inflexible innovation. (Adriaanse and Van der Rest 2017). 
Brege and Brandes (1993) state that the fundamental reason for a firm’s decline is, in most 
cases, a combination of external, macroeconomic and competitive factors and an internal lack 
of efficiency. In global companies, weak integration and poor cooperation between different 
departments can be a reason for decreased efficiency (Brege and Brandes 1993). 
Declining firms in a munificent industry are most probably suffering decline caused by 
internal reasons (Ndorf et al. 2010). Hedge (1982) identifies that the reason for the decline in 
the 18 cases of turnaround he investigated was management. He found four deficiencies: 
autocratic management, conservative management, reckless management suffering from 
growth mania, and complacent management. 
In all six case studies investigated by Balgobin and Pandit (2001), poor management was the 
leading cause of declining performance. According to Bibeault (1982), in 91% of cases, 
firms’ decline is related to management control, internal problems triggered by external 
issues, or a balance of internal and external factors. The chief executive was directly the 
primary cause of decline in 73% of cases he investigated.  
When an enterprise does not function appropriately in a crisis, the root cause is that the 
executives cannot manage the related complexity (Roberts 2015).  
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2.1.3 Organisational consequences of a firm’s decline 
 
Whatever the initial reasons for the decline are, the situation will lead to increasing problems 
within the organisation and for stakeholders that may intensify the decline in a self-feeding 
manner. Arogyaswamy et al. (1995) explain how the initial decline will create a downturn 
spiral that is more and more challenging to solve. When an organisation enters a decline, it 
starts to lose stakeholder support. 
Loss of external stakeholder support may start when external stakeholders start protecting 
their interests and behave differently, leading to further revenue decline. Creditors may begin 
to tighten the financing or increase the interest rates to compensate for foreseen increased risk. 
(Arogyaswamy et al. 1995). 
Huse (2010, p. 277) says that company performance will impact the board’s work and 
described the board dynamics in his framework related to board work analysis (Figure 1).  
 
Figure 1. Framework for analysing and researching board of directors (Huse 2010, p. 277). 
 
Internal climate deterioration and decision process deficiency can be consequences of decline. 
Organisations may lose efficiency due to the excess costs compared to the decreased revenue 
levels. The level of internal conflicts between individuals and groups and politicking will 
increase. Therefore, the company may start to lose critical talents with skills in high demand 
on the market. Management has more stress and may centralise decision-making authority and 
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reduce their communication channels. Possible layoffs and hostile environments may lead to 
the exit of professionals with essential firm-specific knowledge related to technologies, 
products, services and processes. The departure of employees with important information and 
the compromised climate impact decision-making. Thus, the deficient decision-making 
capability will further reduce the possibility of management implementing necessary changes 
to turn the declining trend. (Arogyaswamy et al. 1995). 
Hence, the decline symptoms mentioned above have reciprocal causality. Increased finance 
costs will reduce efficiency. Deterioration of the internal climate will decrease efficiency as 
well. Politicking will consume more energy and reduce the management’s focus on 
addressing problems. In addition, the poor internal environment and politicking will damage 
the information-sharing. When employees are afraid of losing their jobs, they are more 
inefficient. (Arogyaswamy et al. 1995). 
 
2.2 Turnaround  
 
Before discussing existing research on the turnaround, I will recall for the reader the 
definitions of when a firm can be considered being in turnaround based on existing research. 
Turnaround can be considered to be present when the firm has been identified as being in a 
decline situation and is able to recover and return to profitability and the firm’s existence is no 
longer under threat.  
The following conditions are essential for classifying a situation as a turnaround. A firm must 
be in decline. The decline is a long period of poor economic performance that the firm has 
after a period of profitability. The poor performance must be so low that it threatens the firm’s 
existence. (Barker and Schmitt 2017, p. 330).  
The poor performance must continue in decline over two years. Respectively after a decline, 
the company must achieve over-industry average results during at minimum two consecutive 
years (Robbins and Pearce 1992, p. 295).  
On the other hand, Barker and Duhaime (1997, p. 18) define turnaround as a period where a 
firm undergoes survival-threatening circumstances over the years but can reverse the situation 
and return to sustainable profitability. 
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As a conclusion we can agree few principles when classifying a situation as being a 
turnaround: 
- Decline has continued for two years or more 
- Decline has threatened the firm’s existence 
- The firm has recovered and exceeded industry average results for more than two years 
 
2.2.1 Turnaround challenges 
 
Managing and executing a company turnaround is a challenging task and, in this section, I 
will introduce few challenges identified in the existing research. Many of these challenges are 
related to correctly understanding the contextual situation of the company. 
The actions management will take, their attitude and the capabilities they have available to 
make turnaround happen will determine the turnaround success. Management can fail by 
making management errors, poorly conducted situational analysis, wrong strategy selection, 
and failures in planning and execution (Roberts 2015, p. 82).  
Implementing a turnaround in a company with an ongoing crisis requires dramatic 
reconstruction. The key point is the way the responsible executive implements the change in a 
strategy in a poorly functioning company. (Roberts 2015, p. 18). The executive’s cognitive 
background and experience is very important as well. Khandwalla (1981, p. 178) says: 
“Equally important ... is the motivation of the executive to implement large scale change in a 
political and often hostile situation”.  
Furthermore, the analysis of the actual market position and strategic fit must be correct to be 
able to define the correct response actions to the decline situation, as this is critical managerial 
activity. These response actions must stabilise operations, stop financial losses and guide the 
company into a period of sustainable growth. (Barker and Schmitt 2017).  
It is widely argued that, there is no incremental way to implement a solution for turnaround 
(Chen and Hambrick 2012, p. 225). When a decline situation has continued for a prolonged 
time, the dysfunctional situation creates strong organisational inertia where execution and 
institutionalisation of the needed changes require large scale actions. “Very significant change 
in operating efficiency and the overall strategy appears necessary to break out of the inertia of 
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earnings decline. Tentative or minor adjustments do not seem to reverse decline” (Schendel 
and Patton 1976, p. 241).  
The contextual situation of the firm will change with time, and the actions and competencies 
needed to start and continue the change will vary. In this way, momentum is an essential 
factor in organisational evolution and actions, as reversals in the direction and related changes 
in strategy and structure often lead to turnaround failure. Thus, the major reorientations tend 
to happen when many deficiencies have developed. Momentum is significant because a new 
strategy often means changes, restructuring and alignment of several elements of an 
organisation. (Miller and Friesen 1980, p. 592). 
Companies enter decline when they have failed to follow and adapt to changes in the 
environment. Something that worked earlier does not work anymore and psychological 
turnarounds need to happen even before structural changes (Kanter 2003, p. 3). The 
turnaround needs to be able to modify the existing organisational culture (Bruton and Rubanik 
2005, p. 76) and values (Thorbeck 1991, p. 53), resistance (Janzen 1983, p. 91) and identity 
(Ghosn 2002, p. 11).  
It is very common that during a decline a firm develops several problems, and one reason that 
makes turnaround so challenging is that the organisation becomes dysfunctional on many 
levels during the process of decline (Whetten 1987, p. 344). Thus, in this situation the 
company manifests many symptoms, including low commitment, lack of trust, reduced 
communication channels, inflexibility, decrease of authority (Kanter 2003, p. 4-5), a heavy 
higher management layer, weak morale, weak or inexistent management credibility (Sutton et 
al. 1986, p. 17-28) self-protection, change resistance, low innovation, (Cameron et al. 1987a), 
lack of trust, rude behaviour, formation of cliques, conflicts between teams, non-committed 
workforce (Khandwalla 1981, p. 178) and dysfunctioning of senior management teams 
(Kanter 2003, p. 3-5). All this will negatively impact communication, knowledge-sharing and 
learning, causing the situation to get worse. Therefore, restoring management control over the 
organisation is a prime action that needs to be taken when starting the turnaround. 
Management should take short-term actions according to a longer-term strategic vision (Brege 
and Brandes 1993, p. 189). 
The company can end up in a cycle of decline. The following example of IEC from Rosabeth 
Moss Kanter explains well one logic of decline spiral using the cause-and-effect links. IEC 
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had some quarters of decline, and senior management started pressuring members to reduce 
costs and introduce new products faster to return to black. Commands began to flow from 
senior management, but some of those were received with cynicism. Managers started to 
distance themselves from decision-making and felt they were not involved. They began to be 
in defence mode, and departments started isolating from each other and knew less what was 
happening in other departments. Self-protection started to consume more and more time. 
Senior management controlled the official information, implemented more reporting and 
caused a decrease in communication outside formal meetings. No one wanted to present 
questions that caused negative or aggressive reactions. After some time, people started 
pointing fingers and mocking colleagues. Once they were not acting as one team, they started 
feeling helpless. (Kanter 2003, p. 4-6). 
“Any single factor is not the cause of the corporate decline. It results from an accumulation of 
decisions, actions, and commitments that gets entangled in self-perpetuating workplace 
dynamics. Secrecy, blame, isolation, avoidance, lack of respect, and feeling helplessness 
make already bad situation worse.” (Kanter 2003, p. 4)  
 
2.2.2 Turnaround framework 
 
Schweizer and Nienhaus (2017, p. 8) integrate views from accounting, economics, sociology 
and finance into the general management field and developed the framework for turnaround 
presented in Figure 2. 
  
Figure 2. Turnaround under corporate distress, research framework. (Schweizer and Nienhaus 
2017, p. 8). 
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The framework collects the different aspects of turnaround into one picture. The content 
section describes the action areas. The process part includes retrenchment and recovery 
processes. The context part covers the contingencies. (Schweizer and Nienhaus 2017, p. 8). 
Figure 3 below presents the slightly adapted turnaround framework used in this work. It 
includes stakeholder support and internal climate under the managerial content and extends 
the finance section to cover the turnaround process. Retrenchment and recovery are also 
considered as continuous processes in which one will have a higher focus during a specific 
time according to the contextual situation of the company.  
 
Figure 3. Adapted turnaround under corporate distress, research framework.  
The turnaround contingencies need to be understood well before defining an action plan 
(Arogyaswamy et al. 1995, p. 495-496).  
If the decline has already generated more complex problems than inefficiency, these problems 
need to be identified before starting the retrenchment process. Understanding the underlying 
causes of decline is the condition for the retrenchment actions to be effective. (Arogyaswamy 
et al. 1995, p. 496). 
Therefore, management needs to understand the context before making action plans, and also 
needs to identify the interdependencies between the actions (Arogyaswamy et al. 1995, p. 93). 
The long-term strategy is like a foundation pillar for a turnaround plan (Paley 2016, p. 55). 
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2.2.3 Context in turnarounds 
 
According to Arogyaswamy et al. (1995, p. 494), existing turnaround practices focus too 
much on initial phase retrenchment activities and do not focus sufficiently on understanding 
and considering critical contingencies that will affect the process. The models are also too 
time-sequential, not considering interactions between the stages. (Arogyaswamy et al. 1995, 
p. 494). 
 
Figure 4. Two-stage contingency model for firm turnaround (Arogyaswamy et al. 1995, p. 
494). 
 
The two-stage contingency model developed by Arogyaswamy et al. (1995, p. 494) is 
presented in the Figure 4. The severity of the decline and the available slack resources will 
impact the selection of decline-stemming strategies and the timing of actions. The concrete 
visible action steps will help to renew stakeholder support. The visible actions will give hope 
for the organisation and improve the internal climate. The target of the decline-stemming 
actions is to increase efficiency. The increased efficiency, improved stakeholder support and 
improved internal climate will establish a foundation for a recovery strategy. Definition of the 
recovery strategy followed with implementation will improve the firm’s competitive position, 
eliminate earlier causes of performance decline and lead to an improved situation, more 
available resources and a decrease in the decline’s severity. (Arogyaswamy et al. 1995, p. 
495). 
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Causes of distress like high leverage, low operational profitability or over-expansion under 
management control are endogenous (Schweizer and Nienhaus 2017, p. 24). The most 
common exogenous distress cause is related industry crises (Schweizer and Nienhaus 2017, p. 
25).  
 
Underlying distress cause 
Research results show evidence that a wide scale of issues can cause an organisation to be 
inefficient, and these can be considered endogenous. These issues are dysfunctional decision-
making (Bozeman and Slusher 1979, p. 343), a damaged internal climate (Cameron et al. 
1987, p. 126; Krantz 1985, p. 14), and reduced support from critical stakeholders (Gilson 
1990, p. 386).  
Asset and cost reductions alone will not fix the consequences of an existing decline situation 
in the organisation. These consequences, like decreased stakeholder support, increasing 
inefficiency, poor internal climate, and a combination of these need to be considered in 
planning and included in the adapted turnaround framework. The inefficiency that is common 
in declining companies is usually a consequence of decline rather than a cause of the decline. 
(Arogyaswamy et al. 1995, p. 495). 
When management selects the strategic or operative actions, it is essential to address decline 
severity and also clarify if the actual business is worth saving; if yes, what is the operational 
health and the current strategic health (Hofer 1980, p. 20)? 
 
Internal context 
It is essential to understand the situation precisely to be able define the right approach for the 
turnaround actions. Hofer (1980, p. 20) concludes that the management needs to base the 
operational and strategic restructuring on understanding the firm’s competitive position and 
the combination of endogenous and exogenous causes of distress. It is widely argued that, all 
these contextual factors need to be clear and understood to avoid causing an even worse 
situation through inappropriate corrective actions. 
19 
 
Operational health analysis needs to cover the financial condition, market position, and 
technological stance. When management analyses the company’s financial condition, the 
bankruptcy probability, time for possible bankruptcy, the seriousness of the situation, and 
magnitude of the required change need to be evaluated. (Hofer 1980, p. 20-21). 
Furthermore, when evaluating the market position, the size of the business, break-even points, 
market share and maximum potential sales per product line need to be analysed (Hofer 1980, 
p. 21). Hofer proposes the matrix template for strategic market position analysis; see Figure 5 
below. Using the matrix, management can evaluate the competitiveness and stage of the 
products in the product lifecycle. Hofer proposes different strategic actions for products in 
various stages and competitive positions. Products in the development, growth, shakeout, 
maturity, saturation and decline stages require different actions. Hofer suggests strategies to 
increase market share for products in the shakeout stage. Respectively for mature products, he 
proposes a segmentation or niche strategy, and for products in the declining phase, he 
suggests a market concentration of asset reduction. 
 
Figure 5. Strategic Market Position analysis (Hofer 1989, p. 22). 
 
Hofer (1980, p. 23) evaluates the technological capabilities for different product lines and 
offers the matrix presented in Figure 6 for that purpose. Hofer proposes that the complete 
assessment is done in two phases: product/market evolution and then comparing these with 
the strategic technological position. New product generation developments happen when 
existing products are in the figure’s late shakeout and maturity stages. Product modification 
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and process improvement activities are most common in the late phases, products E, F, G, and 
H in Figure 6. If the efforts are not consistent with the product market evolution, it indicates a 
waste of strategic resources. (Hofer 1980, p. 23).  
 
Figure 6. Strategic Technological Position of Products (Hofer 1980, p. 23). 
After analysing the operational and strategic health, it is possible to plan the approach to 
turnaround on a high level. If the strategic health is good, the operating turnaround will be, 
and vice versa. (Hofer 1980, p. 25). 
Figure 7 presents that if strategic and operational health are robust, no action is required, and 
most probably, the company is not in a turnaround state. Strategic actions are needed if 
operational health is average and strategic health is weak. If operational health is weak and 
strategic health average, actions will have an operative focus. If operational and strategic 
health are weak, the actions will focus on both operations and strategic areas. (Hofer 1980, p. 
24-25). 
The stakeholders in power have replaced the top incumbent management in the most 
successful turnaround cases. The severe decline shows that the incumbent leadership is not 
optimally running the business. Management actions have proven wrong or undone if a 
company has entered severe decline. (Hofer 1980, p. 25). 
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Figure 7. High-level action options (Hofer 1980, p. 25). 
 
 
External context 
Silverman et al. (1997) concluded that efficiency and ecological factors co-influence 
organisational mortality. For managers to successfully lead an organisation, they need to 
understand both. (Silverman et al. 1997, p. 32). 
Therefore, a success of organisations is based on strategic choices and ecological processes 
together. For example, issues linked to competitive ability include organisational learning, 
knowledge acquisition and restructuring, corporate entrepreneurship and strategy. Joint 
research on these areas indicates that the interplay between strategic choice and 
environmental context determines firms’ performance. (Dawley et al. 2002, p. 698). 
Management must consider changing environment settings like increasing turbulence, 
complexity, technological change, deregulation and globalisation in an organisation’s 
decisions. (Siggelkow and Rivkin 2005, p. 101).  
Typical macroeconomic factors include legislation, industry-specific issues, regional 
particularities and cultural topics (Schweizer and Nienhaus 2017, p. 28).  
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Turnaround in knowledge-intensive firms 
The differentiating factor in knowledge-intensive firms is that knowledge is required to 
produce expected outcomes. This situation means that knowledge needs to be continuously 
updated, and it resides in the minds of the members of an organisation. For these reasons, 
firms employ higher-educated professionals (Hayton, cited in Barker and Schmitt 2017, p. 
334) and have lower capital intensity (Alvesson et al., cited in Barker and Schmitt 2017, p. 
334). However, the required knowledge changes rapidly and is often tacit, and in that way, 
challenging to transfer (Grant, cited in Barker and Schmitt 2017, p. 334). 
Human capital is often a source of value creation for firms, but its management is challenging. 
Human capital is mobile as employees leave (Almeida and Kogut, cited in Barker and Schmitt 
2017, p. 335). Employees with strategic knowledge can also negotiate high compensation in 
other companies and may leave (Coff, cited in Barker and Schmitt 2017, p. 335). 
In parallel with human capital, knowledge-intensive firms need social capital to leverage 
employees’ human capital. Companies are like social communities with different levels of 
efficiency in knowledge-sharing depending on their social capital. (Kogut and Zander, cited in 
Barker and Schmitt 2017, p. 335). 
One of the essential topics for declining knowledge-intense companies is safeguarding and 
improving the relevant knowledge while implementing turnaround strategies (Barker and 
Schmitt 2017, p. 336). 
 
2.2.4 Retrenchment 
 
Retrenchment has a higher emphasis in the initial phase of a turnaround. As the company’s 
existence is under threat, immediate management actions are focused on eliminating the 
existential threat and gaining additional time for a full turnaround. The introduced adapted 
turnaround framework (Figure 2) tries to emphasise the co-existence of retrenchment and 
recovery processes, as the retrenchment actions already take into consideration the needs of 
successful recovery. Hofer (1980, p. 26) says that the short-term turnaround actions, in many 
cases, are the initial actions to secure the company’s financial condition. Anyway, 
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management must secure the resources and skills required for long-term strategy changes 
when making short-term turnaround actions.  
The retrenchment actions and their targeted intensity are in many cases targeted to contain the 
consequences of the existing decline situation in the organisation, erosion of stakeholder 
support, loss of efficiency and deterioration of the internal climate, and the combination of all 
these consequences as contextual factors determines the priority of decline-stemming actions. 
(Arogyaswamy et al. 1980, p. 501). 
The efficiency increase required to secure the firm’s existence may happen through a sales 
increase or cost reduction and may involve down-sizing. The selected method to increase 
efficiency needs to align with the recovery strategy chosen. (Arogyaswamy et al. 1980, p. 
502). 
As demonstrated by Huse (2010, p. 277) board work is impacted by a decline. The principal 
turnaround executive ideally has a cognitive and professional background that fits in the 
situation and helps to gain the confidence and trust of all the board members to form a unified 
team with an aligned and defined stakeholder strategy. Arogyaswamy et al. (1980, p. 502) say 
that the company should define the strategy towards the external stakeholders to improve their 
impression so that they maintain or increase their support.  
 
Operational restructuring  
With operational restructuring, the target is to improve operational efficiency and not define 
strategy-related actions. There are four types of operational restructuring, and any of them 
requires a change in the firm’s strategy: increase revenue, decrease costs, decrease assets and 
a combination of these. (Hofer 1980, p. 20). 
The operational efficiency improvements may include organisational changes, management 
changes, investments in tools etc., so we can say that when improving operational efficiency, 
the target of the action is “to do things right,” compared to strategic changes, when the target 
of actions is to start “to do the right things” (Schweizer and Nienhaus 2017, p. 11). 
A company’s existence will be under threat if it cannot obtain funding to cover its operational 
expenses. The ultimate target of operational restructuring is to secure the availability of 
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operational funding by increasing operational efficiency, maximising output (revenue and 
operative cash flow) by creating additional revenue, and minimising input (resources such as 
inventory) by reducing costs and operative assets (Schweizer and Nienhaus 2017, p. 12). 
In some cases where the strategic health is on a good level but operations are inefficient, 
operational restructuring with cost reductions can even be sufficient for a turnaround if the 
firm is very weak operationally (Sudarsam and Lai 2001, p. 185). 
When a company ends up in decline it is always a consequence of errors in management. 
Hofer (1980, p. 25) even comments that the current senior management should be replaced 
before even discussing turnaround options, including actions during the retrenchment process. 
Management change is required to break the inertia and change the company culture to tackle 
contingencies caused by the decline. Arogyaswamy et al. (1980, p. 501) propose that the first 
phase of operational restructuring should focus on the reverse or contain the earlier mentioned 
consequences of decline by applying so-called decline-stemming strategies. 
Gaining stakeholder support will require practical and symbolic actions by the declining 
firm’s management. Symbolic actions could also demonstrate the fairness of targeting change 
in the company climate. These actions are needed to influence the perception of the external 
and even internal stakeholders. (Arogyaswamy et al.1980, p. 501). 
One way to secure funding is to gain additional investments from existing shareholders or 
new shareholders. To attract new investments in the declining company, investors want to see 
a solid plan and actions to increase efficiency are often required to gain this stakeholder 
support. The ways to increase efficiency are cost reductions, which usually means layoffs, 
asset reduction or sales increases. (Arogyaswamy et al. 1980, p. 502). 
A firm’s bad and hostile organisational climate will cause inefficiency and risk losing 
valuable knowledge and skills. Furthemore, it also blocks management’s ability to enact 
changes to correct the situation. (Arogyaswamy et al.1980, p. 501). 
Continuing the example of IEC from Rosabeth Moss Kanter, she looks at how IEC could 
reverse the declining cycle, internal climate and decision-making process. The new CEO took 
over, and in the first meeting, he explained his management philosophy. He expected fact-
based management, open communication, simplicity, and collaboration from managers and 
employees: “If something bothers you, I want open dialogue”. Second, he presented his 
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analysis of the strengths and weaknesses. Then he started multiple communication channels, 
weekly staff meetings, weekly business overviews, quarterly two-day off-site meetings, a 
chair’s page for questions from the whole organisation, video dialogues and employee round 
tables. The performance of the senior management team members was made visible. Senior 
managers’ priorities then followed their scorecards. The nature of conversations changed from 
individual to group ones. (Kanter 2003, p. 7). 
“The only way the CEO can reverse the corporate decline is to change the momentum and to 
empower people anew, replacing secrecy and denial with dialogue, blame, and scorn with 
respect, avoidance and turf protection with collaboration and passivity and helplessness with 
initiative.” (Kanter 2003, p. 7) 
Possible revenue-generating activities include price reductions to increase market share, 
increased marketing and direct sales. In addition, the company can reintroduce existing 
products with low R&D expenditure. (Hofer 1980, p. 26).  
Operating asset reduction refers to the closure and integration of surplus fixed assets such as 
plants, equipment and offices (Sudarsam and Lai 2001, p. 185). 
 
Management restructuring  
When considering management restructuring, it is essential to consider the contextual factors 
and see that successful turnaround actions and solutions depends on the specific 
circumstances of each company (Roberts 2015, p. 29). 
The contingencies of different companies are all unique, so the set of working solutions, 
actions and changes must also be unique. As one CEO said, “In my experience in doing 
turnarounds, the only factor that I can identify with certainty is that every company was 
different”. Hence, a turnaround programme must be tailor-made, specifically designed to 
solve the unique combination of problems and opportunities in each situation. (Thain and 
Goldthorpe 1990, p. 11). 
Serious corporate weaknesses are often rooted in the behaviour of managers (Miller 2001, p. 
43). Independent of another reason for a decline, the issue can always be non-functioning 
management (Balgobin and Pandit 2001, p. 302). Therefore, senior management who have 
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been in charge while a firm enters in a period of decline have failed to follow up and analyse 
the company’s environment (Maheshwari 2004, p. 77).  
The most often mentioned response to a decline in the literature is senior management 
replacement (Roberts 2015, p. 30). Strategists have commonly accepted this response, and it 
is often drafted in the stage models as one of the earliest actions (Roberts 2015, p. 30). 
Empirical studies evidence the statement that senior management replacement has a positive 
impact on performance in turnaround attempts. Krishnan and Park’s (1998, p. 307) findings 
emphasise that new senior management brings new ideas, expertise and urgency of change for 
firms in periods of change. However, some studies have shown no relation between 
turnaround success rate and senior management replacement (Mueller and Parker 1998, p. 
200).  
Kanter (2012, p. 7) for example states that the contextual situation and executive (mis)fit will 
correlate with the turnaround, not only executive replacement. Kanter (2012, p. 8) sees 
contextual factors like incumbent executive tenure, the severity of the situation, throughput 
experience, industry tenure and industry performance as vital factors contributing to a 
turnaround. 
The situation of a declining company can be very complex due to the consequences already 
caused by the decline that make it very challenging for existing management within the 
organisation to make an assertive and objective analysis of the situation. In addition, there 
have already been management errors that have caused the decline. Roberts (2015, p. 30) says 
in his doctoral dissertation: “I came to realize that, in essence, when an enterprise is 
dysfunctional and in crisis, it is because its executives are not managing its complexity”. 
CEOs that succeed in turnarounds are open to looking for causes of decline inside the 
company instead of external forces. These CEOs can identify more external threats and plan 
to control the situation through their efforts. (Roberts 2015, p. 34).  
The better controllability of decline causes may stimulate positive emotion and optimism, 
which could induce efforts and draw necessary support from stakeholders in saving a 
declining firm. (Liang et al. 2018, p. 308). 
A significant part of academic work in organisational research related to the organisational 
and psychological effects of decline emphasises the difficulties in managing under very 
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complex and stressful situations (Levinson 1994, p. 620), organisational dysfunctionality 
(Whetten 1987, p. 341) or cognitive pathologies (Krantz 1985, p. 14). 
It is widely argued that, the new senior management selection must consider the required and 
foreseen turnaround actions (Hofer 1980, p. 26).  
 
2.2.5 Recovery 
 
Portfolio restructuring 
The restructuring-related strategy focus in the academic study of turnarounds started in 1970 
with the USA’s increased level of bankruptcy cases. Articles by Hoffman, Patton, Schendel, 
Hofer and Hambrick identify possible successful strategies in specific contexts.  
The strategy is the key for turnarounds. A clear-cut strategy is mainly needed in guiding 
organisational actions in these situations. The right strategy choice depends on the product life 
cycle and the firm’s strengths. (Hofer 1980, p. 22)  
Furthermore, Hofer’s model differentiates between “strategic” and “operating” turnarounds 
commonly used in turnaround studies since then. A strategic turnaround focuses on domain 
changes (“do the right things”), and market share and operating strategies concentrate on cost 
and asset reduction and revenue increases (“do the things right”). (Schweizer and Nienhaus 
2017, p. 11).  
Within a munificent industry, individual firms that decline are likely suffering from firm-
based decline whereby poor performance is a consequence of misfit between the firm’s 
strategy and the environment (Ndofor et al. 2013, p. 1125). 
The recovery phase will include decisions about possible plant expenditures, product 
diversification, divestments and vertical integrations (Schendel et al. 1976, p. 8). 
The four organisational growth vehicles are monopolisation, diversification to new domains, 
technological development and managerial technics (Whetten 2012, p. 347). 
Companies with internal causes for decline will make fewer changes in the strategic 
components in the recovery phase (Robins and Pearce 1992, p. 299).  
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CEO power correlates negatively with turnaround performance in dynamic environments and 
respectively correlates positively with the turnaround performance in stable environments 
(Abebe et al. 2011, p. 263).  
Management actions contribute significantly more to successful turnarounds than favourable 
environmental events (Khandwalla 1983, p. 6). 
Strategies are internally consistent in successful turnarounds and not too radical or 
conservative. Successful turnaround cases differ from failed ones more in executing a defined 
plan than in the strategy itself (Hoffman 1989, p. 65).  
 
Financial restructuring  
 
Financial aspects extend over both the retrenchment and recovery processes. The target for 
financial restructuring is to rebalance assets and liabilities. In a normal situation, the firm is 
valued based on the future cash flow it can generate discounted at the weighted average cost 
of capital (WACC). When the risk of expected cash flow increases or cash flow stays 
significantly behind the expectation, the firm’s value deteriorates, and conflicts of interest 
comes into the picture. An executive who controls turnaround execution needs to understand 
how it impacts firm valuation. (Haas and Klapwijk 2017, p. 85). 
The three free cash flow components are  
1. Liquidation cash flow: the cash recovered in the case of bankruptcy. 
2. Excess value cash flow: cash flow a firm can produce in addition to liquidation cash 
flow when management manages assets.  
3. Growth premium: the projected and discounted extra cash flow generated from future 
growth. 
(Haas and Klapwijk 2017, p. 87) 
Haas and Klapwijk (2017) propose that it is vital to understand all stakeholders’ behaviours, 
starting from claim holders of the company. The stakeholders financing a company’s 
operations receive a claim generated by the company and become claim holders. These so-
called “bondholders” are the real owners of the company assets, but they have allowed other 
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shareholders to buy back those assets. Shareholders own the company assets only if they fill 
all its debts. Companies have three classes of claim holders: 
1. Secured claim holders have collateral on specific assets, like the mortgage on real 
estate or lien on machinery. 
2. Priority claim holders, who do not have collateral, claim the company’s assets or cash 
flows in the case of bankruptcy, like tax authorities, employees and bankruptcy 
administrators. 
3. Unsecured claim holders, as formal financiers with bonds, are informal like trade 
creditors. 
4. Shareholders are residual claim holders. 
(Haas and Klapwijk 2017, p. 88) 
 
Figure 8. Theoretical framework of restructuring (Haas and Klapwijk 2017, p. 89). 
Companies need to seek a balance between their operational and financial structures. As 
shown in Figure 8, increased financing gives shareholders a relatively more significant share 
of cash flow, but as the debt is hard contract-based, the cash flow tolerance will decrease less. 
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Triggers for restructuring 
If the company is not honouring its short-term financial commitments this may lead to 
financial distress. The company will be in financial distress when its liquid assets are not 
enough to cover the current requirements of hardship contracts. Hardship contracts are 
contracts where a counterparty can seek legal resources to enforce the contract. This kind of 
financial distress situation is an immediate trigger for restructuring. The moment the claim 
holder is willing to trigger restructuring is influenced by the alternative value, reliability of 
information and ability to control the situation. (Haas and Klapwijk 2017, p. 90) 
 
Restructuring outcomes 
The following terms are standard in distress analysis: liquidation value (LV), enterprise value 
(EV), residual enterprise value (REV), priority claim holders (PCH), total bankruptcy cost 
(TBC), and cost of consensus (COC) (Haas and Klapwijk 2017, p. 93). 
The following are possible outcomes from the restructuring: 
1. Solvent liquidation. If claim holders decide to take over control and they see that the 
LV is larger than the projected EV. 
2. In-court-liquidation. If the REV is negative and no agreement can be reached. If the 
COC is larger than the TBC, in-court liquidation is the only option. 
3. Out-of-court restructuring. Happens outside the statutory framework to restore a 
company’s financial health. This case is only possible voluntarily based on the consent 
of all parties. This case typically happens when the COC is less than the TBC. 
4. In-court-restructuring. Unclear and asymmetric information, complex creditor 
structures, and lack of time to reach an agreement lead to in-court restructuring. Claim 
holders may have different views of the COC and TBC. 
(Haas and Klapwijk 2017, p. 95) 
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2.2.6 Execution of the turnaround processes  
 
The execution and timing of out-of-court turnaround processes from a financial perspective 
are shown in Figure 9.  
 
Takeover 
Takeover happens when claim holders who are not out of money and have sufficient losses 
will start to act and take over the restructuring. Typically claim holders will not take this 
responsibility as it requires specialised skills and knowledge. Neither do they want to give this 
responsibility to the incumbent management. (Haas and Klapwijk 2017, p. 96). 
The Board may directly change the company’s CEO, but changing the CEO is not always 
enough due to the degree of management misfit (Chen and Hambrick 2012, p. 226). 
It is essential to buy time to implement required changes in a turnaround situation to revert the 
decline. One of the critical tasks in this phase is to manage the short-term cash efficiently. 
This task involves reducing working capital, selling excess inventories, reducing the non-
utilised assets and guaranteeing equal treatment for all claim holders. The information in this 
situation may be asymmetrical, and sufficient, transparent and timely communication needs to 
be established with stakeholders. Preparation of an initial turnaround plan is needed to be able 
to estimate the REV. (Haas and Klapwijk 2017, p. 97). 
The restructuring needs to be carefully planned, and the planning often includes creating a 
new business plan and asset analysis. Commonly, turnaround managers work initially on 
costs, as costs depend directly on the company, and revenues are more unsure as they depend 
on the customers. The contract base and validity of liabilities will be reviewed and negotiated, 
when necessary, in liability analysis: alignment of the operational and financial structure. The 
possible instruments used in this task are debt-for-equity, hard contracts to soft contracts with 
lower liquidity and higher risk, maturity increase, deferred payments, etc. All possibilities 
should be used to balance future obligations with cash-generating capacity. (Haas and 
Klapwijk 2017, p. 98) 
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It is important to get agreement and commitment from all stakeholders to support the 
restructuring process. All stakeholders must also have trust and confidence in the new 
governance structure. (Haas and Klapwijk 2017, p. 99). 
 
 
Figure 9. Five phases of out-of-court restructuring (Haas and Klapwijk 2017, p. 96). 
 
2.2.7 Processes 
 
Many researchers agree that the turnaround process is highly contextual (Arogyaswamy et al. 
1995; Pettigrew 1997; Chen and Hambrick 2012), and the set of actions within these 
processes varies case by case. 
Stabilising operations and recovering the financial performance is a commonly agreed initial 
target for the first phase of the turnaround process. Once management stabilises the situation, 
their turnaround activities focus on solving the causes of the decline. (Barker and Schmitt 
2017, p. 333). Robins and Pierce (1992, p. 332) consider the retrenchment strategy as 
immediate action followed by strategy action. Some researchers then consider that 
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retrenchment and recovery (strategy) are not sequential but interdependent, overlapping each 
other (Arogyaswamy et al. 1995, p. 497). 
Overall, understanding the dynamics of the turnaround process is challenging but considered 
one of the most exciting research areas to understand better the nature of turnarounds (Barker 
and Schmitt 2017, p. 333). The process approach requires consideration of agency theory 
within a structural framework for human conduct. The strategic choice is based on 
management cognition, supported by implementation techniques, dependent on the 
environment and limited by firm resources and financial conditions. (Pettigrew 1992, p. 8). 
“If the choice is real, the future cannot be certain; if the future is certain, there can be no 
choice.” (Loasby 1976, p. 916). 
 
3 DESIGN OF THE STUDY 
 
3.1 Methodology 
 
The chapter describes the research methodology. This section aims to explain the selected 
method, the phases in the research, and how I conducted the work during the stages of data 
collection, data analysis, validity and reliability considerations.  
The research method chosen for the study is qualitative research. The thesis research problem 
requires understanding the turnaround case in a complex global environment. Due to the 
nature of the research topic and the related principal research question, qualitative research 
would be most appropriate and would guarantee the best results for the study. Yin (2012, p. 3) 
says that case studies are pertinent when researchers need to find answers to Why questions. 
As the turnaround and associated phenomena are very contextual, I used semi-structured 
interviews for primary data collection. During the interviews, I encouraged the interviewees 
to speak as freely as possible about their experiences. The secondary data used in the study is 
from the annual reports from 1998-2020. 
A case study is a research method that intends to understand what happens in single settings 
and tries to discover the unknown. Case study research can also cover several cases and 
several levels of analysis, for example, when the same study covers the industry and firm 
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level. A combination of data collection methods like archives, interviews, questionnaires and 
observations is also allowed. (Eisenhardt 1989, p. 534). 
 
Each study must have a defined focus crystallised in the research question. As early as in the 
initiating phase, the researcher can have a pre-construct that, together with the research 
question, focuses on future steps. It is vital to start theory-building research without a theory 
to avoid bias and limited findings. (Eisenhardt 1989, p. 536). 
The following sequence, defined by Hirsijärvi and Hurme (2020, p 67), was followed to 
determine the interview questions, see Figure 10. 
 
 
Figure 10. Theme areas in research (Hirsijärvi and Hurme 2020, p. 67). 
 
The natural phenomena in the turnaround are decline and recovery. The themes selected for 
the study are from the theoretical reflection on existing turnaround research. The research 
questions were defined to find explanations for the decline and recovery phenomenon through 
the defined themes and finally to give light and a response to the research question itself. 
The research question is: What were the key factors that enabled the company to execute a 
successful turnaround after a long period of decline? 
The selected themes around the turnaround decline and restructuring are: 
• Customer 
• Management 
• OPEX cost 
• Stakeholders 
• Decision power of the principal executive 
• Product 
• Integration 
• Global crises 
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• Principal executive’s cognitive background 
• Principal executive’s personal qualities 
 
 
3.2 Data collection 
 
It is common in case study research to use several data collection methods as direct 
observations, interviews, archival records, documents, participants observations, physical 
artifacts, and any combination of these (Yin 2012, p. 10). Case study research can even 
include qualitative and quantitative data together. Qualitative data is appropriate for 
understanding the rationale or underlying relationships of the data based on the theory. 
Quantitative data can then reinforce the findings. The benefit of using several methods is 
better reasoning for the constructs and hypotheses. (Eisenhardt 1989, p. 538). This study used 
combination of archival records and interviews as data sources. The results from the semi-
structural interviews were used as primary data and the case company annual reports as 
secondary data. The questions used in interviews are presented in Appendix 1. 
This research focused on one case company only. The research question naturally limits the 
number of interviewees, as the persons interviewed must have experienced the decline and 
turnaround period, or at least one or the other. When defining semi-structural interview topics 
and questions, the objective was to create questions that would encourage the interviewees to 
tell their stories as freely as possible.  
Secondary data was collected during September 2021 and reviewed keeping in mind the 
research topic and research questions. Primary data was collected during interviews organised 
during October and November 2021. The interviewees were the board of directors, chair of 
the board, and key executives the CEO and CFO. The interview topic was introduced to the 
interviewees by telephone while the interviewees willingness to participate was clarified. 
Invitations to interviews were sent two weeks before the interview. At the start of the 
interview the confidentiality was clarified, and the research topic represented. Interview 
questions were used during the interview to encourage the interviewee to talk and to cover the 
themes raised from the theoretical study. The interview sessions were recorded and stored in a 
network drive for further analysis. 
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3.3 Data analysis 
 
The collected secondary data was read, analysed and summarised to understand the case in 
detail. As Eisenhardt (1989, p. 540) says, the main objective of the analysis is to become 
deeply familiar with the case. That would not have been possible without first analysing the 
collected secondary data.  
There are two options to study the collected data. The first, most common way, is to 
transcribe all the interviews into text format or transcribe only the data directly related to the 
selected themes. The second option is not to transcribe but to code the themes directly from 
the recorded material. (Hirsijärvi and Hurme 2020, p. 138).  
The second option can be used when the interviewer themselves will handle the collected 
data. In this case, the researcher knows their material so well that they will be best at 
recognising the theme areas from the material. (Hirsijärvi and Hurme 2020, p. 142). 
The primary data analysis was done by identifying appearing themes, even starting during the 
interview period. To quantify the importance and relevance of the identified themes, they 
were ranked according how many interviewees took up the theme during the interviews. 
Some of the interviewees were not with the company during the whole period under 
observation.  
In qualitative research, analysis can be done iteratively along with the interviews (Hirsijärvi 
and Hurme 2020, p. 136). This made it possible to get confirmation and clarification for some 
new findings discovered during the earlier discussions.  
The themes arising from the theory and then from the study were categorised to identify their 
positioning in the introduced turnaround framework. The categories used were leadership, 
operations, timing and context. 
 
3.4 Reliability and validity 
 
Turnaround is a very contextual phenomenon and in all successful turnaround cases have an 
additional factor of luck, which can also be identified from this case study. The validity is 
thus limited within the one case only, and in that case only for the situation in a certain period 
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of the firm’s existence. There were eight interviewees and ten interview sessions. Not all of 
these eight persons were present in the company during the whole period of decline, 
turnaround and recovery. Their view and experience of the turnaround period may also be 
different depending on their background, and position in the organisation, in finance, 
operations or leadership. Each person may tend to highlight the positive impact of the actions 
they have been involved with. These factors will slightly reduce the reliability of the study.  
Hirsijärvi and Hurme (2020, p. 48) say that interviewees’ responses will always reflect the 
presence of the interviewer and their interviewing style. In this case, the interviewer had also 
experienced the turnaround in the case company and this cannot be completely left out of 
consideration in the context of the reliability of this study. 
 
3.5 Case company introduction 
 
When selecting a case, it is helpful to choose an extreme situation and polar type, where the 
object of interest is most probably observable (Eisenhardt 1989, 537). 
I realised that I have been working in the company that truly has made a successful 
turnaround that has been recognised by the markets and can be seen from the financial 
numbers in Figure 11. Related to the selected case company, the analysts from Inderes said: 
“Over the past few years, the company has made several successful strategic moves. With 
these, the company’s technological competitiveness has improved, the business structure has 
become better, and operational activities have reached a new level. Considering current 
performance, scalable parts of the operating model, and healthy demand drivers, the earnings 
growth outlook is good also in coming years.” 
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Figure 11. Recent performance of the selected case company (Inderes 2022). 
 
The company is a global provider of telecom IT solutions to manage products, customers and 
revenue. These IT solutions help communications service providers to transform their 
businesses towards the marketplace of digital services in their area of operations. These 
systems enable operators to monetise service bundles, provide personalised user experiences 
and maximise the value throughout the customer lifecycle. The company has around 90 
service operator customers in approximately 70 countries. The company is on the main list of 
the NASDAQ Helsinki. 
The telecom solutions market in which the company operates is continuously evolving, and 
the demand for specific solutions varies. In addition, the company operates in developing 
markets like Latin America, where the economic situation has traditionally been volatile. By 
this, we can say that the business environment is prone to continuous change and needs close 
follow-up and solid technical domain and regional economic knowledge.  
 
4 EMPIRICAL RESULTS OF THE STUDY 
 
In this part of the study the empirical results found from the secondary data (annual reports) and 
primary data (interviews) are described and analysed. The results from the secondary data are 
analysis are presented first, as this will help in understanding the case company’s situation and 
context, making it easier for the reader to digest the results of the primary data analysis.  
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4.1 Analysis of the secondary data (annual reports) 
 
4.1.1 Highlights of the recent history 
 
Year Key figures and main events 
2000 Listed on Helsinki stock exchange, revenue 66M / result 5.5M, cash 
45M, interest-bearing liabilities 1M, liabilities 15M, share price 3€. 
2001 Revenue 57M / result -1.7M, cash 41M, interest-bearing liabilities 0, 
liabilities 11M, share price 1.5€.  
2002 Revenue 40M / result -14M, cash 35M, interest-bearing liabilities 0, 
liabilities 14M, share price 1.13€. 
2003 CEO change. Revenue 45M / result -7M, cash 35M, interest-bearing 
liabilities 0, liabilities 12M, share price 1.17€. Acquisition of small 
technology company.  
2004 Revenue 52M / result 2M, cash 31M, interest-bearing liabilities 0, 
liabilities 9M, share price 1.16€. 
2005 (IFRS) Revenue 69M / result 9M (R&D capitalisation 4M), cash 33M, interest-
bearing liabilities 0, liabilities 13M, share price 1.33€. 
Company started to capitalise on the product investments. 
2006 Revenue 72M / result 3M (R&D capitalisation 6M), cash 20M, interest-
bearing liabilities 0, liabilities 14M, share price 1.27€. Capital repayment 
-6M.  
2007 Revenue 70M / result 9M (R&D capitalisation 8M), cash 17M, interest-
bearing liabilities 0, liabilities 17M, share price 1.32€. 
2008 Revenue 77M / result 10M, cash 51M, interest-bearing liabilities 20M, 
liabilities 35M, share price 1.22€. Acquisition of LCL company 33M. 
2009 Revenue 53M / result -16M, cash 26M, interest-bearing liabilities 20M, 
liabilities 41M, share price 0.91€. CEO change due to case of illness. 
2010 Revenue 61M / result -11M, cash 17M, interest-bearing liabilities 20M, 
liabilities 38M. Share price 0.85€. CEO change. 
2011 Revenue 62M / result -16M, cash 7M, interest-bearing liabilities 28M, 
liabilities 50M, share price 0.58€. 
2012 Revenue 73M / result -6M, cash 11M, interest-bearing liabilities 28M, 
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liabilities 49M, share price 0.28€. Obtained additional capital 5.4M 
through successful share offering.  
2013 Revenue 74M / result -3M, cash 7M, interest-bearing liabilities 32M, 
liabilities 50M, share price 0.21€. CEO change. 
2014 Revenue 74M / result -9M, cash 2M, interest-bearing liabilities 32M, 
liabilities 58M, share price 0.19€. 
2015 Revenue 77M / result 0M, cash 6M, interest-bearing liabilities 32M, 
liabilities 57M, share price 0.09€. Company entered debt restructuring in 
March 2015. 
2016 Revenue 60M / result -6M, cash 3M, interest-bearing liabilities 24M, 
liabilities 41M, share price 0.1€. Actual CEO takes over. 
2017 Revenue 55M / result -15.5M, interest-bearing liabilities 18M, liabilities 
38M, cash 2M, share price 0.09€. 
Company entered into agreement with Viking Acquisitions Corporation. 
According to the transaction agreement, the Corporation committed to 
making a public cash tender offer to purchase all the issued and 
outstanding shares of the case company. The tender offer was subject to 
Corporation gaining control of more than 90% of shares and voting 
rights of the company. 
2018 Revenue 42M / result 0, interest-bearing liabilities 17M, liabilities 35M, 
cash 4M, share price 0.08€.  
As per agreement with Corporation, they gained a total of approximately 
79.0% of all the shares and votes. The acceptance period was extended 
and then expired on 30 April 2018. 
The company’s long-term viability was further strengthened by the 
capital injection received from Investments Limited during H2. 
Investments Limited purchased 52.5M shares. 
2019 Revenue 47M / result 8M, interest-bearing liabilities 14M, liabilities 
30M, cash 3M, share price 0.05€. 
2020 Revenue 53M / 14M, interest-bearing liabilities 13M, liabilities 31M, 
cash 8M, share price 0.17€. 
Table 1. Case company’s key figures and events 2000-2020. 
 
As can be seen from Table 1, the company made a very successful IPO in 2000 that helped it 
to survive several years with negative results. The burst of global telecom bubble 2001-2002 
caused significant losses of -14MEUR, immediately after the IPO. 
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Years 2004 to 2008 were profitable for the case company. The company capitalised on new 
product developments according to IFRS rules during 2005–2007. The 2006 result was 
positive -3M due the capitalisation of expenses worth of 6M€. 2008 was excellent for the 
company with a result of 10M. During the same year, 2008, the company made an acquisition 
that was partly financed by bank loans leading on 20M interest-bearing liabilities.  
The global turmoil during 2009 (Figure 16) impacted the company at a bad moment and the 
year ended with a 16M loss, reducing cash reserves and decreasing share value. This very bad 
year was not expected and caused stress within the management, as the acquisition was partly 
paid by shares, reducing the total acquisition value. This stress caused conflicts and impacted 
on the integration activities very negatively. 
The company was not able to recover from this situation and made consequent years of losses, 
running out of cash and ending up in debt restructuring in 2015. 
There have been many CEO changes during the period, in 2003, 2009, 2010, 2013 and 2016, 
especially starting from the difficult year 2009 until 2016 there have been four different 
CEOs. There were not many changes in the board membership during the challenging period 
2009–2016. One new board member joined in 2015 based on a request from the bank and two 
members resigned during the years before applying for debt restructuring in 2015. The 
number of board members was reduced and ended up with the same four members including 
the chair of the board in 2015–2017. The same chair of the board stayed over the years 2009–
2017. 
During the period until acquisition 2001–2008 the chair of the board was very well recognised 
as a transformational leader who resigned from board membership after the acquisition was 
done and a new chair was selected. 
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4.1.2 Financial data 
 
 
Figure 12. Net sales and operating results 2020–2010 (The company 2020). 
 
As shown from Figure 12 the company had solid profitability from 2004 until 2008. Then it 
seems that there was a tentative turnaround in 2010–2013 and then a substantial decline again 
until the second turnaround starting 2016–2017. From historical data, we know that the 
company entered debt restructuring in March 2015, even though the revenue grew from 2012 
to 2014. To prove the successful turnaround, recent reports show that in 2021 the company 
further continued strengthening its position, and the actual share price was near 1.5 €. 
 
 
Figure 13. Americas & Europe revenue 2020–2010 (2020). 
The company’s Americas & Europe revenue essentially (>85%) comes from the Americas 
and especially the Latin America region. The economy of Latin America is volatile, which 
affects the revenue from the area. Especially in the company, the revenue from Latin America 
has declined to impact the Americas & Europe business unit revenues, as shown in Figure 13.  
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Figure 13. Current liabilities and cash and equivalents 2020–2010 (2020). 
 
Figure 14 shows that the company runs almost entirely out of cash, having at the end of year 
2017 only 2.4M€ cash and equivalents compared to rolling average monthly expenses of 
6M€.  
The company did significant acquisition spending >40MUSD, financing 50% of the value of 
the transaction using bank financing. The financing initiated increasing indebtedness due to 
the issues with integration and simultaneous global financial crises. 
 
 
Figure 15. Interest-bearing liabilities, 2020–2010 (2020). 
 
As shown in Figure 15, interest-bearing liabilities increased to so high that financial 
institutions were unwilling to continue financing the company’s operations and it ended up in 
debt restructuring in 2015. 
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Figure 16. Annual world GDP growth percentage (The World Bank)  
 
The telecom crises in 2001–2002 were so significant that they impacted the world’s GDP 
growth, point 1 in Figure 16. The global turmoil at 2009 caused the global GDP to go 
negative, point 2 in Figure 16.  
 
Figure 17. Case company’s sales by market area (The company 2010). 
 
The global turmoil in 2009 heavily impacted the company’s sales, especially in volatile Latin 
America markets, as can be seen from Figure 17.  
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Figure 18. The company’s net sales by market area 2010–2014 (The company 2015). 
 
The company signed 2012 large and development-intensive delivery projects with Latin 
America customers that increased sales from the region by 50% as can be seen in Figure 18. 
 
4.1.3 Key issues leading to decline  
 
The following had a long-run impact on the company entering cash crises and consequently 
debt restructuring. 
• The company gained significant cash when entering the Helsinki stock exchange in 
2000 and used to operate with high level of cash reserves. 
• The listing strengthened the company at the right time and made it possible to 
survive the following year’s world telecom crisis in 2002 (Kalba 2002). The telecom 
crisis impacted even the global economy as can be seen in Figure 16, point 1. 
• The company wanted to expand the product portfolio and acquired another company 
in 2008. The valuation of the acquired company was high compared to the level of 
revenue of the company.  
• The world economic turmoil in 2009 (Figure 16, point 2) impacted the company 
heavily and caused a revenue fall of 30%, as shown in Figure 17.  
• This steep decline in revenues in 2009 stressed the management of the recently 
acquired company and negatively impacted integration, leading to internal conflicts 
and distrust.  
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• The company signed two big delivery contracts with Latin America customers in 
2012, which caused the increased revenue in Figure 18. These contacts meant the 
realisation of expected cross-selling opportunities identified during the acquisition. 
• The contracted BSS products from the acquired company were not on the level 
required by western markets leading to huge development efforts that increased the 
need for working capital and weakened the company’s cash position resulting in the 
company applying for the debt restructuring procedure in 2015. 
Note: As shown from Table 1, the company capitalised R&D spending according to the IFRS 
rules, but that made the results look more positive than the real situation was.  
 
4.2 Analysis of the primary data (interviews) 
 
The interviews were recorded and then partially transcribed in Excel format, Table 2. The key 
themes that came out from the interviews are listed below. Some of the themes are 
overlapping or some level related to each other. The following theme introduction will 
explain in more detail each of the themes and the relations between them. 
 
 
Table 2. Key themes coming out from the theory and interviews. 
 
One finding from the study is that strategy did not come up as a theme. This could indicate 
that the root causes of the decline were internal. Robins and Pearce (1992, p. 299) say that 
companies with internal causes for decline will make fewer changes in the strategic 
components in the recovery phase. In the case company, the strategy and vision remained 
stable, but the execution was improved to achieve the turnaround.  
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4.2.1 Themes 
 
Management 
 
The management theme is mainly related to the management style. Management style, 
depending on the situation and style, can be favourable or non-favourable for the successful 
turnaround, and thus is very much contextual. In organisational daily life it is very much 
related to operational execution and relationships. It also need to be aligned and conditioned 
with the corporate policy and board authorisation. In this study, the management theme came 
up in sentences like: 
“Leadership style changed and most probably that was required to achieve success in 
Middle-East and Africa sales. Finnish leadership changed to Indian leadership and that has 
been working better considering where our customers are.” 
 
“New CEO understood the culture of key customer better being more flexible and more 
accommodating.” 
 
“Part of the company was not tuned with the needs of key customer leading to the problems to 
deliver. When management changed the deliveries got the focus. Customer requirements were 
mostly legacy requirements without focus on new technology and new architecture as 
promoted by earlier management.” 
 
“Management styles were different, now during new CEO management is very dynamic, 
strong focus on delivery and with centralised power.” 
 
“Actual CEO has very American kind of management style, cash is king, we have good 
products, etc.” 
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These findings support the earlier research. Khandwalla (1983, p. 6) says that management 
actions contribute significantly more to successful turnarounds than favourable environmental 
events. 
 
Person 
 
The person theme is related to the personal qualities of the person, like mental strength, 
creativity, authority and leadership. Typically, people with these qualities long for prestige 
and power. They easily provide leadership and do not tolerate another authority well, 
especially when they are part of a group. When they obtain a high-ranking position, they tend 
to be directive and are not very keen on compromising. These qualities will fit well in certain 
critical situations where the company’s existence is in danger and clear and strong decisions 
need to be made to enable effective retrenchment and recovery actions. In this study the 
theme came up in sentences like: 
 
“It is very hard and mentally very consuming to work, negotiate and bargain in such hostile 
environment when customers, owners and board members are angry. It requires special kind 
of personality and resilience to manage and be able to operate prolonged period of time 
under such conditions.” 
 
“Our CEO is very tough, fast decision-maker, determined to keep the decisions and rolls over 
and run the show.” 
 
“Another point that helps us now is that we have real visionary CEO full of energy, full of 
ideas sparring and coaching others, improving company brand, and employer brand, and 
encouraging all for innovation.” 
 
“Even during a very difficult time, a sense of ownership and sense of belonging was 
established. It was made clear what we need to do and execute, she is leading by example, 
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135 trips in one year in very challenging countries, keeping commitments towards the 
customers, always giving help to the person who needed it.” 
 
The personality and qualities of the principal executive was selected as one theme. Muczyk 
(1998, p. 44) says that problems in companies have many degrees. We can say that when 
problems are smaller, we have less need for a directive autocrat. At same time we see that a 
charismatic, so-called transformational leader will most probably transform around the 
company in a very troubled complex situation. A transformational leader will apply leadership 
approaches such as demonstrating consideration, creating challenging targets and aligning 
rewards with targets as deeply as the company situation allows. Beyond these, a leader’s 
effectiveness depends on how heavily they use direction and personal follow-up during the 
execution of agreed actions.  
The study shows that the case company had a transformational leader during the turnaround 
who also had a cognitive background that was an exact match with the company context. 
  
Customer 
 
The customer theme is highly related to the cultural and cognitive background of the principal 
customers. Depending on cultural background, customers behave differently and they also 
valuate different things. This theme is related to the cultural and cognitive background of the 
principal executive. In this study the theme came up in sentences like: 
 
“As the new CEO understands the business culture of the key region, we have better 
relationship with most important customers now.” 
 
“The actual CEO cannot be classified as Indian, she is more like an international leader. We 
have a common professional background from company who had philosophy where cash is 
king, customer is king, own organisation is important, but it needs to be flexible and customer 
expectations need to be met.” 
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“One of the key reasons for the successful turnaround was that we managed to keep existing 
customers. We worked together for that, and I personally visited all the main customers on 
different continents, and we promised that all would continue as earlier, if you as the 
customer keep loyal and continue with us. We did this work together with the actual CEO.” 
 
“Existing customers were in challenging and difficult locations from the cash collection point 
of view, that make the situation and recovery from financial crises even more challenging.” 
 
“Relationships network to enable and influence business decision-making are excellent.”  
 
“What helps us now is that we have such a good relationship network to the right companies 
and the right people.” 
 
The customers were not taken as a separate theme in earlier research. This most probably is 
because they are considered as one of the stakeholders. Customers are selected as a separate 
theme in this study due the case company solutions, B2B business in a knowledge-intensive 
industry where trust and relationships are very important factors. 
 
Stakeholders 
 
This theme is related to stakeholder relationships, influence and alignment. The key 
stakeholders here are the customers, board of directors, investors and company’s management 
board. Gilson (1990, p. 386) says that reduced support from critical stakeholders is one of the 
common reasons for decline. 
It is more effective to have more concise and uniform communication towards the 
stakeholders that will correlate with increasing trust in the organisation, as well as 
management that is able to cooperate, communicate and be aligned on actions. In this study, 
the theme came up in sentences like: 
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“Biggest challenge company had was the financial issues, liquidity, major turnaround point 
was the new investment, capital injection that changed the game.” 
 
“Management group became more, I would say, tighter and more efficient working group” 
 
“We have aligned the story and key financials supporting the story that improves trust from 
investors.” 
 
“During the turnaround, the whole board of directors have been replaced and the new board 
members have brought in very deep industry knowledge and relationship networks. Also the 
new investors did force some admin/reporting practices that have improved the systematic 
approach of operations. The new CFO has an excellent touch towards the key financial 
figures and investors’ expectations, helping drive visible results that investors can see and 
understand.” 
 
“Could say that there is better alignment within management team now as all have a delivery 
background and delivery is seen as a priority.” 
 
“Marketing as a function and our external communication has improved significantly under 
new management. This has helped to improve the brand and to get market attention to our 
story, technology selection and won customer cases.” 
 
“Now we have younger management board and more trust in the new generation.” 
 
Arogyaswamy et al. (1980, p. 501) say that gaining stakeholder support will require practical 
and symbolic actions by a declining firm’s management. These actions are needed to 
influence the perception of the external stakeholders. They also say that the company should 
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define the strategy towards the external stakeholders to improve their impression so that they 
maintain or increase their support. The findings in the case support the earlier research. 
 
Product 
 
This theme is related to the products the company is offering. Products have a life cycle, and 
failure in innovation may lead to a situation where the company enters decline. Depending on 
the situation, different kinds of management orientation will be more adequate to improve 
innovativeness and product offering. In this study the theme came up in sentences like: 
 
“The CEO took too big risks in Latin America, which later had to be corrected and which, in 
fact, contributed to the company’s subsequent debt restructuring. The company was forced to 
go into debt restructuring to alleviate the cash crisis and protect its holdings. In fact, debt 
restructuring really helped the company survive, as it protects the owner in Finland and thus 
preserves the interest of the owners.” 
 
“We acquired another company, their capabilities, and products. If we did not believe these 
products who then would believe.” 
 
Hofer (1980, p. 20) proposes that the operational health analysis will need to cover the 
financial condition, market position and technological stance. Respectively the strategic 
health assessment should be done in two phases: product/market evolution and then 
comparing these with the strategic technological position. 
The study shows that in the case company products and offerings ended up being old-
fashioned. We could say that the existing products before acquisition were in a saturation or 
decline stage according to the stage of product/market evolution model presented in Figure 3. 
On the other hand, the company had clearly taken corrective action to improve the product 
offerings through the acquisition. The situation indicates that actions related to the existing 
product offering’s technological actualisation were not taken and in addition the action to 
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improve the offerings through acquisition failed. When undertaking technical due diligence of 
a company as a target of acquisition, it is important to analyse the strategic technical position 
of the products (Figure 6) of the target company. We could conclude that in the case company 
this was not properly done, as the products from the acquired company required major 
improvements and cross-selling failed as the products were not approved by the case 
company’s customers. 
 
Power 
 
This theme is related to the authority of the principal executive to make decisions. In a decline 
situation, the organisation and stakeholders, even board members, may enter into conflicts and 
have different opinions on the course of action, making it difficult to make consistent 
decisions. Bozeman and Slusher (1979, p. 343) say that dysfunctional decision-making is one 
of the key reasons for a decline.  
This theme related to the principal executive as a person, and their management style. In this 
study the theme came up in sentences like: 
 
“Compared to the earlier CEO more decisions are done by the CEO alone.” 
 
“Focusing decision power on one person was definitely required in that context.” 
 
Abebe et al. (2011, p. 263) say that CEO power correlates negatively with turnaround success 
in dynamic environments and is respectively positively associated with turnaround success in 
stable environments. In the case company, the industry itself has been stable over the period 
the turnaround happened.  
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Global crises 
 
This theme is related to the possible impact of global crises on the company’s financial 
situation. Certain industries may overheat leading in long-term unrealistic investments, return 
on investment and profits. When this overheated situation bursts, it may cause significant 
consequences for the companies. In this study the theme came up in sentences like: 
 
“All started from the global financial crises in 2009 causing operators to stop investing, 
decreasing radically the company’s revenues. We had three problems at the same time, 
financial crises, old-fashioned products and severe internal problems with the acquired 
company integration.” 
 
“The downturn (recession) in 2009–2010 impacted the results of the acquisition by 
intensifying the related disputes.” 
 
“The company would have not survived the 2002 telecom crises without having funds gained 
from the recently done IPO.” 
 
Roberts (2015, p. 30) says, “I came to realize that, in essence, when an enterprise is 
dysfunctional and in crisis, it is because its executives are not managing its complexity”. 
Successful CEOs are more in favour of identifying causes for decline inside the organisation 
and not claiming the reason to be external forces (Roberts 2015, p. 34). The study supports 
earlier research that external turbulence is not the key reason for decline of the company. The 
prolonged decline can be seen as consequence of different uncompleted operational and 
strategical actions taken along the years. 
 
 
 
 
55 
 
Background 
 
The background theme is related to the cultural and cognitive background of the principal 
executive. There is a strong relation with customers, stakeholders, the company domain, 
decline reasons and actual situation of the company. The personal fit of the principal 
executive is also very much contextual, depending on the domain and geographical and 
cultural region of the principal customers. In this study the background theme came up in 
sentences like: 
 
“Leadership style changed and most probably that was required to achieve success in 
Middle-East and Africa sales. Finnish leadership changed to Indian leadership and that has 
been working better considering where our customers are.” 
 
“The new CEO understood India employees better, and the main part of the employees are 
there, understands the business rules and business ethics of the main region better. When they 
have the same kind of background, it most probably is easier to build and create 
relationships.” 
 
“We have had two experiences related to Indian CEOs, the first was very India-focused and 
then the actual CEO with an Indian background and international western experience. The 
actual CEO can see the value in different cultures and target to leverage the best of both.” 
 
“Background has an influence, large companies like Nokia are mainly focusing on developed 
markets and earlier on, the company’s approach was to build products to developed markets 
but our customers are in emerging markets. In that sense emerging market experience has 
great value for us. The new CEO has a better fit with emerging markets and better 
understanding of how those markets work; she has a managerial fit with the markets where 
we are.” 
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Kanter (2012) states that the contextual situation and executive (mis)fit will correlate with the 
turnaround, not only executive replacement. Kanter (2012) sees contextual factors like 
incumbent executive tenure, the severity of the situation, throughput experience, industry 
tenure and industry performance as vital factors contributing to a turnaround. The findings of 
the study support the existing research that the background of the principal executive and their 
contextual fit will correlate with turnaround success.  
 
Integration 
 
This theme is related to internal integration. The effectiveness of an organisation depends 
highly on efficient communication and information-sharing. If the company is divided and 
segregated into different groups, it cannot utilise the information in a manner that will create 
good economic results. Cameron et al. (1987, p. 126) and Krantz (1985, p. 14) say that a 
damaged internal climate is one of the key reasons for a prolonged decline. In this study the 
theme came up in sentences like: 
 
“We had three problems at same time, financial crises, old-fashioned products and severe 
internal problems with the acquired company integration.” 
 
“Growth was sought in 2008, another company to be acquired was discovered and the 
problems began. Our CEO at the time fell ill immediately after acquisition. The management 
of the acquired company had misunderstood the situation and their mandate, which caused 
problems. Back then, the actual chair of the board did not really know how to act and I had to 
try to keep the situation under control and convince customers in the middle of the crisis that 
the situation was under control. The main owner of the acquired company tried to hijack and 
the whole company was paralysed and that continued to have a negative impact on its 
financial situation. In a way, the acquisition was the right thing to do in that situation, but the 
integration of the companies went completely wrong. In the situation, a new investor was 
found, but they wanted to get the company at the cost of the debt and the owners would not 
have received anything. This investor acted aggressively because they also wanted to get rid 
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of one part of the business. There was really a lot of work on the board during that time. Then 
when we got the investment from a friendly investor, that was a real boost, and guaranteed 
the continuation of operations and time to change direction.” 
 
“The main site in India was not managed before the actual CEO. That is the learning, that 
management have to be interested in all sites and oversee and lead actively the work 
conducted on different sites.” 
 
“The problem was that after acquisition the management of the acquired company believed 
that they were the owners and that they could do whatever without the board’s approval. That 
started the integration problems.” 
 
“The trust was not established between the Indian organisation and the company 
management until the actual CEO started.” 
 
Arogyaswamy et al. (1980, p. 501) say that a firm’s bad and hostile organisational climate 
will cause inefficiency and risk losing valuable knowledge and skills. It also blocks 
management’s ability to enact changes to correct the situation. This study indicates that the 
principal executive was able to improve the organisational climate and align and unify the 
senior management.  
The chair of the board, who had a key role in the acquisition negotiations, resigned 
immediately after completing the acquisition, which impacted negatively on the integration of 
the two companies. The situation worsened as earlier the long-term CEO had to resign in 
2009 due to illness. The remaining board members were in a new situation where the financial 
situation was rapidly deteriorating due to global turmoil, and there were severe difficulties in 
integration and conflicts with the acquired company and its management. 
As can be seen from the earlier presented board work framework, Figure 1, everything in the 
board work environment changed rapidly with a new chair, new CEO, declining performance, 
internal fights, tightening availability of financial resources. This very complex, and new 
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situation for existing board members could explain the long decline period and delay in the 
successful turnaround. We can see that the board did not have a clear understanding of the 
operational and strategic health (Figure 7) of the case company and action options were 
unclear or not systematic. 
 
OPEX 
 
This theme is related to the operational expenses and control. In this study the theme came up 
in sentences like: 
 
“The following CEO did not implement the agreed savings programmes even though he was 
aware of the situation and things had been agreed in advance. As a result, the situation 
worsened, and revenue and expenditure were not balanced.” 
 
“One of the biggest impacts has been the cost base, 2016–2017 were difficult years but some 
challenging calls were made to decrease costs dramatically, maintaining operational 
capability at the same time.” 
 
“One of the key reasons that we ended up in such a difficult situation was that earlier 
management didn’t want to adjust the cost base.” 
 
“The severity of the financial situation was critical, we ran out of money, couldn’t get any 
debt, were struggling to pay salaries, I would say we were many times very close to 
bankruptcy.” 
 
“We were very close to bankruptcy, a question of days.” 
 
“People who were essential for the organisation were taken care of and listened to.” 
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Sudarsam and Lai (2001, p. 185) say that operational restructuring with cost reductions can 
even be sufficient for turnaround if the firm is very weak operationally. The actions in this 
case study have been very much operational. 
One of the essential topics for declining knowledge-intense companies is safeguarding and 
improving the relevant knowledge while implementing the turnaround strategies (Barker and 
Schmitt 2017, p. 336). Anyway, management must secure the resources and skills required for 
long-term strategy changes when making short-term turnaround actions (Hofer 1980, p. 26). 
When reflecting on the case company’s situation in light of the two-stage contingency model 
for turnaround (Figure 4), we can see that the severity of the decline was not correctly 
understood by the board and by the time a new CEO was appointed in 2013, the financial 
situation was so severe that the company had to apply for debt restructuring in 2015. We can 
see as well that the retrenchment actions were overlooked and recovery actions were started 
without a good enough foundation for the recovery strategies. 
 
4.2.2 Categorising the themes 
 
 
Table 3. Categorisation 
 
The themes were allocated to the categories action, context and timing. The categorisation is 
not very clear as the themes do not purely belong only in one category. The categories are 
explained in more detail with justification of why the themes are allocated into these 
categories. 
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Action 
 
A theme is allocated to this category when the concrete actions enabled improvements in the 
case company’s turnaround.  
“The company had multiple problems, insufficient cash reserves due the recently done 
acquisition, the 2009 financial turmoil, old-fashioned legacy products, and failed integration 
and internal conflict and lawsuits.” 
The case company’s prolonged decline situation was a result of several incomplete and poorly 
executed corrective actions leading to an extremely complex situation that was very difficult 
to fix. The clear systematically, controlled and managed set of actions in several theme areas 
enabled the overall situation to be improved. 
 
Context 
 
A theme is allocated to this category when it is situational and not generic. 
 
“Background has an influence, large companies like Nokia are mainly focusing on developed 
markets and earlier on, the company’s approach was to build products for developed markets 
but our customers are in emerging markets. In that sense emerging market experience has 
great value for us. The new CEO has a better fit with emerging markets and better 
understanding of how those markets work; she has a managerial fit with the markets where 
we are.” 
 
Timing 
 
Even though all the themes are in some sense timing-related, a timing category was added due 
to the finding during the study. One of the interviewed board members said: “In these 
situations we always have an element of luck”.  
As one CEO said: “The company had multiple problems, insufficient cash reserves due to the 
recently done acquisition, the 2009 financial turmoil, old-fashioned legacy products, and 
failed integration and internal conflict and law suits.” 
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The interview with one of the case company key executives opened up the understanding that 
in very complex situation it is very rare to find the principal executive for turnaround who is a 
perfect fit for the context. In the interview he described the qualities of earlier CEOs and how 
their competencies contributed to the later turnaround success.  
 
“CEO1, time of setting the vision: (vision, future orientation) 
- Organisation was looking future. 
- Vision driven, very good time. 
- Priority to build future products. 
- Execution was suffering and that became visible in 1–2 years. 
- Execution was not on a par with vision. 
- Cultural integration problem. 
 
CEO2, time of setting the technology direction: (technology, high-quality engineering) 
- Focus shifted to modern up-to-date technology. 
- Target on high-quality products. 
- Not that much vision building, but building high-quality products, high-quality code. 
- Decision to invest in Tampere office. 
- Problems: integration was not in place, independent not integrated products in India, 
Ireland, Finland. 
- Financial problems got very severe. 
 
CEO3, time of successful turnaround: (execution, delivery, customer, cash) 
- Focus on execution and not losing existing customers. 
- Focus of entire organisation to fulfil demands of existing customers. 
- Investment in R&D was maintained. 
- Immense focus on cash collection. 
- People who were essential for organisation were taken care of and listened to. 
- Shut down of some areas, cost reductions.” 
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5 CONCLUSIONS 
 
5.1 Results for the research question 
 
This part of the work will summarise the answer to the research question that was introduced in 
the first chapter. The result for the research question is formed based on the theory and the 
empirical study. 
The research question was: “What were the key factors that enabled the company to execute a 
successful turnaround after a long period of decline?” 
The theory indicates that turnaround as a phenomenon is very contextual. Thain and 
Goldthorpe (1990, p. 11) say that the situations of firms are so different that to be successful 
with the turnaround the solutions and actions need to be tailored case by case. They refer to 
the CEO who said, “In my experience in doing turnarounds, the only factor that I can identify 
with certainty is that every company was different”. So, the turnaround programme must be a 
specific set of integrated actions taking into consideration the existing context of the 
company. This specific set of actions should be planned to fit into the exact and unique 
situation of the company, solving the combination of problems that caused the decline. Three 
areas contributed highly to the successful turnaround of the case company: execution of 
actions, contextual fit and the right timing.  
The directive management style of a nominated transformational leader, who followed 
personally and closely the execution of agreed actions, was the required managerial change 
that helped the case organisation to implement agreed actions in the wide area of operations, 
OPEX, stakeholder management and retrenchment. This was a clear change from the earlier 
situation where the case company had made decisions, but the execution of the decisions was 
lagging and they were not properly completed. 
The principal executive’s cognitive and cultural fit with the contextual situation of the case 
company made it possible to achieve better internal integration and keep the existing principal 
customers.  
Where companies are now really competing is in learning and coordinating more efficiently 
than others. Better identification of members within the organisation leads to better results in 
learning and coordination. We can understand firms as social communities focusing on 
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maximising efficiency in knowledge-creation and transfer (Kogut and Zander 1996). 
Furthermore, Schein (1994, p. 172) says that key for organizational effectiveness are 
collborative intergroup relations, hence we can conclude that the problems with internal 
integration and relief for the distress caused by prolonged decline is very important for 
stopping the decline spiral. 
As one of the interviewees said, there is always an element of luck in these situations. In this 
case, the element of luck comes up in the form of the work of earlier short-term CEOs that 
made it possible for the company to have a valid vision and selected modern technologies for 
new-generation products. Then when the turnaround CEO took the lead, she brought cultural 
understanding and strong managerial execution ability, making it possible to take the real 
advantage from the earlier made decisions. 
Arogyaswamy et al. (1995, p. 496) say that in a case where decline has already generated 
more complex problems than inefficiency, these problems need to be identified before starting 
the retrenchment process. Understanding the underlying causes of decline is the condition for 
the retrenchment actions to be effective. In the case company’s situation, the principal leader 
for the successful turnaround came from inside the organisation and she had a very good 
understanding of the situation and this can be considered as contributing to the turnaround 
success. 
 
5.2 Other findings based on the theory and study 
 
The management is always responsible for the company and its situation. Whatever the reason 
for the decline, the issue can always be caused by deficiencies in management (Balgobin and 
Pandit 2001, p. 302). Senior management who have been in charge while a firm enters a 
period of decline have failed to evaluate the company’s environment (Maheshwari 2004, p. 
77).  
To minimise the risk of a company entering a decline spiral, retrenchment and recovery 
actions should be part of the normal operation of the company. For this reason, the adapted 
turnaround framework presented earlier (Figure 3) does not separate retrenchment and 
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recovery into separate phases. They co-exist and when there is a danger of entering prolonged 
decline, the retrenchment actions may have more focus. 
These actions shall be done based on the health analysis where assessment is done of the 
product/market evolution and then the respective strategic technological position. This will 
decrease the risk of the company entering severe decline as it makes it visible if the efforts are 
not consistent with the product market evolution and strategic resources are being wasted. 
(Hofer 1980, p. 23).  
  
5.3 Limitations and suggestions for future research 
 
As the earlier research shows, a company turnaround is always unique and that makes it very 
challenging to make any generalisations. The study was done in one case company only and it 
focused on a successful turnaround, which further limits the generalisation ability of the 
research findings. 
The findings in this study support turnaround cases being very contextual. The study indicates 
that the cultural background and cognitive ability of the principal turnaround leader and even 
board members will play a very significant role in turnaround success. This would indicate 
that a company’s full contextual situation has to be well-understood before selecting 
turnaround leaders. Correlation of the contextual fit of turnaround leaders in failed and 
successful turnarounds could be an interesting topic for future research. 
In the case company’s recent history 2009–2018 it had three different CEOs. Each CEO 
contributed to the successful turnaround on some level without effectively implementing it 
alone. This may indicate the misjudgement caused by a high internal locus of strategic 
control, making each CEO see the situation as less severe than it was in practice. To avoid the 
experience of prolonged decline and long recovery, maybe companies should appoint a 
transformational team of leaders with capabilities to handle all dysfunctional areas of product, 
integration and finance appropriately. This could be an interesting topic for future research on 
how common this is and how it correlates with a successful turnaround. 
The key board members stayed over the challenging period 2009–2017. The company 
situation changed in 2009 to be more complex, hostile, with a lack of resources, different 
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contingencies (culture, business domain, etc.), and the even chair of the board changing. This 
increased complexity impacted on the board’s work. It is an interesting question as to whether 
the background of the board members was right to give the required level support and 
guidance for operative management. The company in very challenging circumstances after a 
long period of decline also had problems attracting new board members. 
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Appendix 1   
1 
 
INTERVIEW QUESTIONS 
1. How did you experience/see the company turnaround process? 
a. What was easy and what was difficult? 
2. Why did the company end up in a challenging financial situation? 
a. Overall situation and root causes for problems? 
b. How long do you think problems have existed before they were actioned? 
c. Severity of decline? 
3. Was there any earlier tentative recovery and if yes, why did the earlier tentative 
recovery fail? 
a. What was done differently? 
4. What you think are key reasons for the success currently? 
a. What actions were the most significant and why? 
5. What kind of experience does an executive need to have to be able to execute a 
successful turnaround in a company? 
a. What are the main skills required to execute a successful turnaround in the 
company? 
b. Why do you think the actual CEO succeeded in this turnaround?  
6. What management practices were the most useful to execute a successful turnaround?  

