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Abstract

The primary objective of this paper is to ascertain the turnaround strategies for
enhancing the efficiency of state-owned sugar mills. The present study employed
a quantitative research methodology to examine the effects of turnaround strate-
gies on the productivity of sugar mills in Bangladesh. The researchers utilized the
non-probability convenience sampling technique and assessed the data among
120 officials and staff members from state-owned sugar mills. Based on the analy-
sis of existing scholarly works, a conceptual framework was constructed,
comprising three assumptions that serve as the foundation for this study. The
structural equation model (SEM) technique was employed to ascertain the magni-
tude of the association between turnaround strategies and productivity. In conclu-
sion, this study posits that the enhancement of productivity in state-owned sugar
mills in Bangladesh necessitates the implementation of two efficacious
turnaround strategies. These strategies encompass equipment modernization,
human resource restructuring, and innovation in sugarcane production. The
Jjoint-venture strategy was rejected in this study due to the low loading factor. This
study possesses the capacity to motivate sugar mills and policymakers to adopt
turnaround strategies aimed at enhancing domestic sugar production productivi-
ty. Furthermore, further research can be undertaken to investigate the impact of
such tactics on post-turnaround outcomes.
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1. Introduction

Turnaround refers to the process by which a company achieves a state of profitability
following a period of financial loss or decline (Berdahl, 2011). Turnaround strategy entails
addressing the underlying causes of distress, resolving financial difficulties, and pursuing
rapid economic growth to achieve its objectives (Kahanji & Mwanaumo, 2023; Pearce &
Robinson, 2008). Additionally, it aims to improve operational efficiencies, restore stakeholder
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satisfaction, overcome internal limitations, and navigate unfavorable industry conditions (De
and Schougaard, 2023). A turnaround plan is an attempt at a series of strategic measures
implemented by a firm to overcome financial challenges and meet its core obligations to its
stakeholders (Hofer, 1980; Nyagiloh & Kilika, 2020). Through the formulation and execu-
tion of a proficient turnaround strategy, companies can mitigate the influence of adverse
economic conditions and productivity (Bremner & Dawson, 2001; Sookdeo, 2021). During
periods of economic slowdown or other issues affecting profitability, American and Japanese
high-technology enterprises often need to effectively execute a turnaround strategy in order
to achieve sustained competitive advantage (Gowen & Tallon, 2002). Notable technological
businesses that have recently implemented turnaround strategies include American firms like
AT&T, DuPont, Motorola, Kodak, and Xerox (Barrett, 2000; Coy, 2000; Crockett, 2000), as
well as Japanese enterprises such as Canon, Fujitsu, Hitachi, NEC, Sony, and Toshiba
(Gowen & Tallon, 2002; Kunii, 2000; Taylor, 1999). Profound changes have occurred in the
domain of corporate management during the last decade. In addition, Mann & Byun (2017)
advocated for the implementation of turnaround methods during a recession. These
techniques involve financially strong companies acquiring struggling ones within the same
industry. Numerous significant developments in the realm of corporate management involve
the application of block chain technology, the examination of large-scale data, the restructur-
ing of the supply chain, the enhancement of the value chain, and the delivery of tailored
products. Enterprises continually employ adaptive or innovative techniques to maintain
competitiveness in the marketplace. Therefore, to gain a comprehensive understanding of a
company's operations, it is imperative for the strategy to address the difficulties associated
with measurement and performance. The aforementioned approach also aims to attain
efficient performance within a feasible timeframe (Slatter et al., 2011).

Empirical studies claim that the absence of turnaround strategies hits the main stream of
business (Panicke & Manimala, 2015; Schoenberg et al., 2013). The lack of timely identifi-
cation of shortfalls and bottlenecks critically hampered the regular speed of production and
consistency of growth. It is attested that operational performance loses the adaptability if
firms fail to apply turn-around techniques (De and Schougaard, 2023). Likewise, firms lost
market share and market acceptability (Kahanji & Mwanaumo, 2023). Herrera et. al.
(2018) proposed that human resources are a crucial internal component for assessing
productivity levels. Employees' knowledge, abilities, and responses play a crucial role in
predicting the future productivity of production, as they oversee and handle each activity
included in the production process.

According to Hasan (2021), state-owned sugar mills operated by Bangladesh Sugar and
Food Industries Corporation (BSFIC), have been losing money for ten years in a row. The
Government of Bangladesh (GoB) has implemented a network of 15 sugar mills throughout
the country to enhance the effective dissemination of sugar along the entirety of the value
chain. The primary objective of these mills is to optimize productivity levels, augment the
financial gains of sugar cane growers, stimulate profitability, and facilitate the attainment of
sustainable economic growth. Unfortunately, the performance of all sugar mills, except for
Carew & Co. (BD) Ltd., has failed to meet expectations, leading to an average yearly loss
of TK 937 crore. Furthermore, there has been a steady decrease in annual sugar production.
The BSFIC's sugar production went down from 82,100 metric tons in the fiscal year
2019-20 to 48,100 metric tons in the fiscal year 2020-21. In the Annual Report of the
Ministry of Industries for fiscal years 2019-20 and 2020-21, it says that BSFIC accom-
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plished its targets for output at rates of 65.71 percent and 41.86 percent, respectively. More-
over according to Chakma, (2021), BSFIC decided to halt production at six mills, specifi-
cally Pabna Sugar, Shyampur Sugar, Panchagar Sugar, Setabganj Sugar, Rangpur Sugar,
and Kushtia Sugar. The halt in production is expected to remain in effect until further notice.
From the point of view of Hasan (2021), the mills in question had incurred a cumulative loss
of almost Tk 40 billion over the past five fiscal years. A significant number of individuals
engaged in sugarcane farming and sugar mill labor, many of whom have built their liveli-
hoods around the operations of sugar mills, have experienced job losses, or are currently
facing imminent unemployment. Furthermore, the scarcity of sugar supply originating from
state-owned sugar mills constitutes a significant catalyst for the escalation of sugar prices
within the market. Consequently, it is imperative to formulate "turnaround strategies"
aimed at enhancing the efficiency of state-owned sugar mills. This is necessary to uphold
market price stability, reinforce governmental oversight of sugar supply, and enhance the
well-being of numerous stakeholders, including sugar farmers, workers, dealers, retailers,
and other individuals associated with the industry. Therefore, the key objective(s) of the
research are to a) assess the relationship between turnaround strategies and productivity;
and b) measure the impact of turnaround strategies on productivity.

2. Literature Review

A turnaround is undertaken to halt a company's deterioration and guide it back to a healthy
position (Trahms et al., 2013; Reeves et al., 2015). A downturn in a firm's earnings,
especially state-owned companies, if left untreated or not addressed promptly, can lead to
the firm's downfall and insolvency (Arogyaswamy et al., 1995; Bibeault, 1998; Pretorius,
2009). Turnaround strategy refers to the activities taken to restore a company's profitability.
It employs assessment and strategy to help distressed organizations climb back on their feet.
According to Arogyaswamy et al. (1995), downturn companies lose external support from
shareholders, government, clients, banks, and financial institutions and finally become
more unproductive internally. As a result, it's critical to halt and reverse a downward trend
as quickly as feasible using the right turnaround strategy (Ghazzawi, 2018). From the view-
point of Kazou (2012), high production costs, insufficient raw materials, a lack of profes-
sional human resources, a lack of diversification, traditional machinery, fraud, new develop-
ments by competitors, and many more causes are all contributing to the downturn of indus-
trial enterprises. In a research endeavor focused on assessing the effects of turnaround
strategies on the performance of Kenya Airways, Mungai and Bula (2018) observed that the
profit-making strategy, cost-savings strategy, investment strategy, and restructuring strategy
all yielded favorable outcomes for the airline's performance and played a substantial role in
its turnaround. According to Kinyanjui and Ngugi (2014), the implementation of innovation
and new product creation as turnaround strategies has a notable influence on the overall
performance of combined banks. According to Okello's (2017) study, the use of turnaround
strategies has a positive impact on SMEs' performance.

The productivity of a manufacturing firm can be defined as the ratio between output and
input (Joppe & Li, 2016). The process involves evaluating the efficiency and effectiveness
of a specific level of output through the utilization of production inputs (OECD, 2001).
State-owned companies (SOEs) have a notable impact on the economies of nations, repre-
senting around 10% of the worldwide Gross Domestic Product (GDP) (Peng et al., 2016).
State-owned enterprises (SOEs) are frequently founded to mitigate capital deficiencies,
foster economic expansion, and provide governmental services (Ginting & Naqvi, 2020).
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According to Szarzec et al. (2021), the impact of state-owned enterprises (SOEs) on
economic advancement is closely tied to the quality of the institutional framework in which
they operate. According to Panicker and Manimala (2015), the main cause of poor perfor-
mance in organizations is primarily attributed to internal deficiencies. According to Pearce
and Robinson (2008), various types of turnaround strategies exist, including economic,
operational, restructuring, profit enhancement, cost savings, capital reduction, and others.

The sugar sector in Bangladesh consists of both government-owned and privately managed
mills. The state-owned enterprise sector in Bangladesh, especially within traditional indus-
tries such as sugar mills, is characterized by inefficiency, recurrent losses, and dependence on
government subsidies (Sultana & Ashekan, 2022. Rahman et al (2016) investigated the deter-
minants of suboptimal production and observed that the concurrent decrease in sugar produc-
tion and sugar recovery rate signifies a correlation between the two variables. Between 1992
and 2015, sugar production decreased from 2.28 million metric tons to 1.56 million metric
tonnes, while the sugar recovery rate diminished from 7.68% to 6.85% (Rahman et al., 2016).
Consequently, empirical study on turnaround techniques is essential to enhance the productiv-
ity of this industry. Nonetheless, from a research standpoint, there is a lack of studies on
turnaround strategies and productivity enhancements in the sugar industry of Bangladesh.
This study aims to examine the impact of turnaround tactics on productivity. To achieve this
objective, the following turnaround strategies will be employed:

2.1 Innovation-Modernization Strategy and Productivity

Modernization is a paradigm for creating a gradual shift from an "ancient" to an
"advanced" approach to doing things. (Lohrke et al., 2004; Seclen-Luna et al., 2021)
emphasized the replacement of aged equipment with modern technology such as renewal
machinery, and new plants that will result in efficiency in productivity. All state-owned
sugar mills, according to (The North Bengal Sugar Mills Ltd. and Panchagar Sugar Mills
Ltd report., 2020), are utilizing 30 years of backdated machinery, which is the primary
cause of low production. New ideas, diversity, advancements, devices, and/or procedures
are all part of an innovation strategy to boost productivity (Baum, 2019). It goes on to say
that failing businesses take divergent routes to survival, such as launching new products-
both linked and independent diversification, or entering new markets (Sirmon et al., 2007).
Pretorius (2008) mentioned that there are three key motivations for a company's decision
to diversify: a superior market presence, an agency mindset, and an excessive use of
resources to be more productive. Moreover, the size of the firms is also a critical determi-
nant in adopting innovation for enhancing productivity (Seclen-Luna et al., 2021). It is
widely believed that firms can generate synergy through the implementation of an innova-
tion and equipment modernization strategy.

H]1: Innovation and modernization strategy has positive association with the productivity
2.2 Restructuring Human Resource Strategy and Productivity

The productivity of employees is the driving force behind the success of any company.
Various aspects employee productivity, such as technological support, managerial collabo-
ration, autonomy, job satisfaction, teamwork, training, and performance (Al Amin & Islam,
2022). Research conducted by North Bengal Sugar Mills Ltd. (2020) highlights that BSFIC
has encountered a notable hindrance to production due to its prolonged absence of new
workforce recruitment. Restaffing, improving skills, recruitment, labor transfer, and
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turnaround leadership are all instances of restructuring human resource strategy. The termi-
nation of a company's incumbent Chief Executive Officer (CEO) is a customary occur-
rence during the initial stages of a corporate turnaround. Additionally, in certain circum-
stances, this event serves as a trigger for recognizing the gravity of the company's predica-
ment and the urgent need for prompt intervention (Pretorius, 2008).

H2: Restructuring HR strategy has a positive relationship with the productivity
2.3 Joint Venture Strategy and Productivity

Mergers, acquisitions, partnerships, concentrating, investing, divesting, and expansion are
frequently employed strategies for reallocating assets for revitalizing the company (Rajan
& Dhir, 2020). Similar research asserts that this method involves getting rid of or reallocat-
ing resources and the influx of technology in public sector in order to enhance operational
effectiveness, optimize utilization of capacities, and increase staff productivity (He et al.,
2020; Hoffman, 1989). Joint venture strategies include public-private partnerships (PPPs),
privatization, and investments with foreign companies. The government of Bangladesh
(GoB) plans to invest in state-owned sugar mills through a joint venture. Twenty-five states
have already been developed to secure profitability and revitalize the weak sugar mills by
forming joint ventures to attract foreign capital (Chakma, 2021). Public-Private Partner-
ship (PPP), privatization, and investment with foreign firms are examples of joint venture
strategies. Firms in decline might use partnerships, mergers, and backward/forward
integration as turnaround tactics to enhance productivity (Sirmon et al., 2007; Chan et al.,
2022). Based on the above discussion, the following hypotheses have been developed:

H3: Joint venture strategy has a positive relationship with the productivity.
3. Theory and Conceptual Framework

This research will employ "The Generic Strategy Theory" to formulate turnaround strate-
gies for sugar mills in Bangladesh. The idea of generic strategies, proposed by Michael
Porter in 1980 (Kavale, 2017), posits that organizations can get a competitive advantage in
the market by adopting either a cost leadership approach or a differentiation approach.
According to Barney (2009), the implementation of one or more general competitive
strategies is essential for a successful turnaround strategy. Failure to do so will result in the
continued downfall of the organization. Hence, governmental entities, namely manufactur-
ing companies, have the option to pursue either cost leadership or product differentiation
strategies using modernization, diversification, management restructuring, and production
innovation. Thus, the following model can be developed. The proposed model connects
three turnaround strategies to increase the productivity of state-owned sugar mills.

Innovation & Modernization
strategy

Restructuring HR strategy Productivity

Joint venture strategy |

HRE

Chart 1: Conceptual Framework
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4. Research Methodology

The study employed quantitative instruments to accomplish its aims. The selection of
variables was based on a thorough assessment of relevant research. The study focused on
surveying employees of both the state-owned sugar mills in Bangladesh and the Bangla-
desh Sugar and Food Industries Corporation (BSFIC). The convenience sampling method
is utilized under the non-probability sampling technique. To generate a worthy result, there
should be a minimum but statistically significant sample size (Sekaran and Bougie 2016).
The general criteria are to use 10 times more than the number of constructs in a reflective
model of a study. Thus, the minimum sample size for our research is 50 (5*10). In order to
apply PLS-SEM, the sample size should be a minimum of 10 times that corresponds to
reflective relational paths (Hair et al., 2011). In the present research, there were three paths
that warranted not less than (3*10) = 30 samples.

A total of 150 questionnaires were distributed to participants, and finally 120 respondents were
chosen as the sample size. The selection of respondents took into account their various demo-
graphic profiles. Information was gathered from both primary and secondary sources. The
response rate of 80% was accepted based on previous studies, which suggested a minimum
acceptable rate of 29% in the context of Bangladesh (Islam & Akkas, 2022). The collection of
primary data using structured questionnaires involved the deployment of drop-off and pick-up
(DOPU) method and via online. Qader and Zainuddin (2011) discovered that the DOPU technique
facilitates timely completion by responders. The structured questionnaire comprises two pieces.
Section 1 consists of six questions that inquire about the demographic profile of the respondents,
and Section 2 comprises 15 questions that focus on specific topics such as innovation and
modernization strategy, human resource structuring, and joint venture strategy. Consequently,
there are three identical elements to elucidate for every factor or component. The data were
collected from February 2023 to April 2023 from six sugar mills and BSFIC. The data was
analyzed employing SPSS 24.0 and SMART PLS 4.0. Validity and reliability are essential prereq-
uisites for doing research accurately and effectively. The Cronbach's alpha was used to verify the
internal consistency of the data. A Cronbach's alpha value greater than 0.70 indicates a better
level of internal consistency among the components of the factor (Nunnally, 1978). Items with a
value below 50 are likewise rejected. The sources of measurement items as follows:

Variables

Items

Sources

Innovation &

Reengineering and reinvention

(Hariadi et. al., 2015)

Replacement of aged equipment with
modern technology

(Lohrke et al., 2004)

Recruitment of employees such as CEO
as turnaround strategy, Employee training

Modernization
Strategies Diversity, innovation (New product) (Pretorius, 2008)
(Ngugi, 2014)
Restructuring leaderships, management | (Pearce and Robinson, 2008);
(Hariadi et. al., 2015);
Restructuring HR (Mungai and Bula, 2018)
Strategies

(Ravaghi, et al., 2017)
(Santana, et al., (2017)

Joint-Venture
Strategies

Partnerships, mergers, and backward/
forward integration

(Hoffman, 1989)
(Sirmon et al., 2007)
Mann & Byun (2017)

Productivity

Profitability

(Wild, 2010)
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5. Results and Analysis
5.1 Output of the Measurement Model:

HRA1 HR2 HR3

N o1/

0250 0808  gpgp2

N

Restructuring Human Resources 0.305

151
L PRO1
0.953 __ 0736 "™
0.299 —
0.819
152 0.933’ - PROZ
‘_9.357 brod
roductivity
153 Innovation & Modernization 0.032
Joint Venture
) | N
0175 g5y 0820
JVE JV32 JV33

The reliability and validity are assessed using confirmatory factor analysis. Table 2 calcu-
lated convergent validity using the average variance extracted (AVE) and composite
reliability (CR). The loading indicators of the research construct exceed a value of 0.60, as
stated by Chin (2010). Two indicators, JV1 [0.175] and HR1 [0.250], were eliminated due
to their values falling below the permitted range of less than 0.60. The statistical analysis
of AVE and CR indicates a substantial outcome, as stated by Chin (2010). Therefore, the
model that was built exhibits convergent validity.

Table 2: Summary of measurement model

Variables items |Loading score CR AVE Cronbach’s Alpha
Innovation & 151 0.953 0.837 0.904
Modernization 1S2 0.933 0.939
IS3 0.857
V1 0.175 0.534 0.743
Joint Venture v2 0.851 0.730
V3 0.920
Restructuring HR1 0.250 0.510 0.652
Human HR2 0.808 0.723
Resources
HR3 0.902
Productivity PRO1 0.736 0754 0.606 0.653
PRO2 0.819
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Table 3: Output of Discriminant Validity

Innovation & Joint Venture | Productivity Restructuring
Modernization HR
Innovation & 0.915
Modernization
Joint Venture 0.019 0.731
Productivity 0.286 0.059 0.779
PRI;SW”Ct“ﬂng 0.043 -0.071 -0.294 0.714

The discriminant validity was calculated in table 3. The Fornell-Larcker criteria were used
to test the discriminant validity. Therefore, the square root of AVE must exceed the off-di-
agonal relationships of latent constructs. Therefore, the value of each item was same and
met the required standards.

Table 4: Summary of Path Model

Original Sample Standard | T statistics P values | Decision
sample (O) | mean (M) | deviation | (JO/STDEV|)
(STDEV)

Innovation & 0.299 0.304 0.089 3.355 0.001 Supported
Modernization
-> Productivity
Joint Venture - | 0.032 -0.053 0.143 0.221 0.825 No
> Productivity Supported
Restructuring | -0.305 -0.357 0.073 4.182 0.000 Supported
Human
Resources ->
Productivity

The multi-dimensional turnaround strategies are exogenous constructs and single dimen-
sional productivity is endogenous constructs. In the analysis, the turnaround strategies such
as Joint Venture strategies ( = 0.221, p > 0.05), have no significant impact on productivity.
On the other hand, the relation between the innovation & modernization indicators with
productivity (B = 3.35, p <0.05) and the restructuring human resources strategy indicators
with (B = 4.18, p < 0.05) shows a significant relationship. Moreover, the co-relation
between the latent variables shows a positive correlation between innovation & moderniza-
tion with productivity and restructuring human resources with productivity. The relation-
ship between Joint Venture strategies and productivity was found to be significant. The
collinearity statistics were checked using the variance inflation factor (VIF) within the
threshold value of 1.47-3.00. The R2 value of productivity is resulted in 1.8, which is in the
acceptable range to strengthen the analysis (Hair et al. 2014).

5.2 Demographic Profile

The table 1 displays the demographic information. Between the profiles, there are three
distinct age groups, with the highest number of respondents falling between the 36-45 age
ranges, accounting for 47% of the total. We have contemplated the position of either the
manager or the head of the department. The data setup indicates that the largest proportion
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of responders is male, accounting for 70% of the total. This occurrence may be attributed
to the greater proportion of males occupying positions as departmental heads. The respon-
dents in the 3-10 years group reported the highest level of service experience, with a
percentage of 52.08%. The sample has been tailored to only include respondents who have
at least three years of experience.

Table 1: Demographic profile of the Respondent

Categories Level Frequency Percent Valid % Cumulative %
25-35 45 43.75 43.75
Age 36-45 50 46.88 46.88 90.63
46-50 25 9.38 9.38 100
Male 80 69.79 69.79
Gender Female 40 30.21 30.21 100
3-10 50 52 52.08
Experience (in 11-20 45 36 36.46 88.54
years) 20 Plus 25 11 11.46 100
Total 120 100 100.00 100

6. Discussions on Findings

This study assessed the correlation between turnaround strategies and production as well
as their effects. The findings demonstrated significant positive associations between two
variables, specifically the restructuring of human resources strategy and innovation and
modernization strategy, and productivity. The outcome yields noteworthy contributions
that corroborate the findings of prior research. Revamping the Human Resources Strategy
is an essential element for ensuring survival in a fiercely competitive business environ-
ment. The success of a corporation hinges on its human resources. Talent management is
essential for a company to reach the expected level of productivity. Based on the research,
it is recommended that Bangladesh's state-owned sugar mills undertake workforce restruc-
turing based on competence and merit in order to improve the productivity of sugar
production. Similarly, there is a clear need for a robust innovation and modernization plan
to develop and execute the fourth industrial revolution. According to the research, the
utilization of obsolete machinery by state-owned sugar mills in Bangladesh is a significant
contributor to the low productivity of sugar production. This finding aligns with the
innovation and modernization plan. Hence, it is imperative to promptly replace all obsolete
machinery. The sugar market is presently very competitive as a result of the substantial
influx of sugar imports from private sugar producers. Nevertheless, state-owned sugar
mills continue to lack the capability to produce refined white sugar, a capability that private
enterprises possess. Hence, the implementation of novel production techniques, such as
product diversification and process innovations, can serve as an effective way to revitalize
Bangladesh's state-owned sugar mills. Nevertheless, the joint venture strategy does not
have any influence on production. This can occur as a result of different ownership struc-
tures and the government's access to financial resources. Within government organiza-
tions, the extent of joint ventures is highly restricted, with the exception of a few
public-private partnership initiatives. On the other hand, a joint venture does not guarantee
an increase in production.
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7. Conclusions

The sugar market in Bangladesh has a size of roughly 1.8 million metric tons per year,
while the state-owned sugar mills supply around 200,000 metric tons annually. Imports
bridge the disparity between the supply and demand of the sugar market in Bangladesh.
Alternatively, this gap presents a significant opportunity for state-owned sugar mills to
improve their sugar production productivity. Conversely, the production rate of sugar mills
that are held by the state is consistently decreasing. Except for Carew and Co. (Bangla-
desh) Ltd., fourteen sugar mills that are controlled by the state experience substantial finan-
cial losses every year. Last year, the Government of Bangladesh (GoB) issued a letter
instructing six state-owned sugar factories to halt operations. In light of these circumstanc-
es, BSFIC will need to implement various turnaround initiatives to boost these sugar mills'
productivity. The research recommends two turnaround strategies, including restructuring
human resources, modernization, and innovation in the manufacturing process.

7.1 Study limitations, Future research avenues, and Funding acknowledg-
ments

This paper focuses on only six turnaround strategies. In future research, more turnaround
strategies can be evaluated to find additional strategies. Furthermore, to address the
constraint of a small sample size, future research initiatives can employ a cluster or quota
sampling technique. Future research attempts may benefit from doing additional qualita-
tive investigations to validate the conclusions of this study. This research is not supported
by any external funding sources.

7.2 Research Implications

This study devised two distinct approaches to turnaround strategies, including innovation &
modernization, and restructuring human resources, to measure the productivity of
state-owned sugar mills. The research findings will assist policy makers, particularly the
Bangladesh Sugar and Food Industries Corporation (BSFIC), in implementing essential
measures to enhance the productivity of state-owned sugar mills in Bangladesh. In order for
state-owned sugar mills to become profitable, BSFIC should update their machinery, expand
their product range, and reorganize the workers according to their respective talents.
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