Retrenchment
Strateqgy

Simplified and
Explained




What is a Retrenchment Strategy?

A strategic approach aimed at enhancing a company's financial health by minimizing
operational expenses and ceasing operations in inefficient or unprofitable segments.

Definition

Downsizing
Operations

Renegotiating

Divesting Market Exit Outsourcing Contracts

Key Actions

Streamline focus on profitable, strategically critical core operations to conserve cash,
enhance margins, and achieve financial stability.

Objective
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Types of Retrenchment Strategy

Cost Asset Captive
Reduction Reduction Company

Strategy Strategy Strategy

Harvest Pruning
Strategy Strategy

Turnaround Divestiture Liquidation
Strategy Strategy Strategy
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What are the Reasons for Retrenchment

Strategy

Financial
Challenges

Consistent financial
losses, negative cash

flows, or debt issues.

Retrenchment to

Action

reduce expenses to

sustainable levels.

Industry
Evolution

Strategic
Missteps

Changes in technology,
consumer preferences, spreading resources
or increased too thin or failing to

competition. adapt.

Reconfiguration to Refocusing on core

better align with strengths through

industry shifts. retrenchment.

Unsuccessful strategies

Economic

Overexpansion
Downturns P

Recession leading to Excessive debt or

decreased consumer expansion into too
demand and capital many markets /

access. products.

Retrenchment to Retrenchment to bring

weather economic size and risk to

sustainable levels.
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Key steps in implementing Retrenchment
Strategies (I/11)

Evaluate Set Goals Choose Plan Communicate
Business Units Approach Details

Outline actions,

Identify Define the scope, Opt for turnaround, . Inform stakeholders
. o ) ) i resource allocations, )
underperforming or timing, and financial divestment, closure, about the plan and its
) o S expected outcomes, ) .
non-essential areas for objectives of the or liquidation o rationale to mitigate
. . responsibilities, and
potential cuts. retrenchment. strategies. o backlash.
timelines.
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Key steps in implementing Retrenchment
Strategies (li/1l)

7
Steps

Implement closures, Use financial metrics to Allocate saved
- divestments, layoffs track progress and resources to growing
Action o ’ . N
etc., in a phased adjust plans as areas and critical future
manner. hecessary. investments.
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