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Abstract: Firms inevitably experience profitability decline, or even worse, threat of failure turnaround
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has been described as a set of activities adopted by the organization to halt such a decline and stimulate
an upturn cycle to recover to its normal situation. The level of recovery is measured by financial
indices. Based on the Resource-based view and the dynamic capability concept, this study examines
the turnaround strategies successfully by the enterprises of Taiwan. To simplify the complicate
resource actions, we categorize the actions into two levels: “shedding” of the poor resources and
“adding” of the good resources. Our attempt is to distinguish the recovery effects between these two
different but compactable actions, especially how their effects are moderated, respectively and together,
by the firm’s life stage. The data came from the Taiwan Economic Journal (TEJ) database, from
which we chose those firms that ever experienced a successful turnaround during the years between
1992 and 2006. The results indicate that cost-cutting and research investment, which represent
respectively a shedding and an adding actions of resource, are two actions that helped positively on the
profit recovery of these firms during their turnarounds. They also shows that research investment was
more effective in the group of young firms, while cost-cutting was more useful to firms in a latter life
stage. These findings, together, suggest that the RBV is applicable in explaining the turnaround
situation of organizations and that firm life stage is critical in the adoption of a proper resource strategy

for a successful turnaround.
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