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ABSTRACT 

The study on "Organizational Downsizing and Firm Performance: The Role of Asset Reduction 

and Firm Competitiveness" reveals nuanced insights into how asset reduction impacts firm 

competitiveness. Through a quantitative analysis of two firms in Benin City, Edo State, the 

study utilized a sample of 118 respondents and employed Pearson correlation and regression 

analysis to examine the relationship between asset reduction and firm performance. The 

average asset reduction among firms was 20%, while firm competitiveness scored an average 

of 75%. The analysis indicated a moderate positive correlation between asset reduction and 

firm competitiveness, suggesting that while asset reduction can enhance operational efficiency 

and financial stability, it must be carefully managed to avoid diminishing critical resources. 

Findings revealed that firms that strategically aligned asset reduction with core business areas 

experienced improved competitiveness, whereas those with poorly planned reductions faced 

declines in operational capabilities and market responsiveness. The study concludes that asset 

reduction can be beneficial for firm performance if implemented with strategic foresight. 

Recommendations include conducting thorough asset evaluations before divestiture, ensuring 

alignment with long-term strategic goals, and focusing on reinvesting in core activities to 

sustain competitive advantage. 

Keywords:  Asset Reduction, Firm Competitiveness, Organizational Downsizing, 
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1. INTRODUCTION 

Organizational downsizing is a strategic approach employed by firms to enhance operational 

efficiency, reduce costs, and bolster financial performance. In an increasingly competitive and 

volatile business environment, companies often resort to downsizing as a means of adapting to 

economic pressures, shifting market dynamics, and internal challenges (Cascio, 2023). Among 

the various downsizing strategies, asset reduction is particularly prominent, especially during 

periods of economic uncertainty or declining business performance. Asset reduction involves 

the deliberate sale, closure, or disposal of physical assets such as facilities, equipment, or non-

core business units. This strategy aims to streamline operations, improve liquidity, and refocus 

the organization's resources on core areas of strategic importance (Johnston & Amez, 2023). 

By divesting non-essential assets, firms can free up capital, reduce overhead costs, and 

optimize their resource allocation, which can be crucial for maintaining financial stability and 

enhancing operational effectiveness (Gandolfi & Littler, 2022). The impact of asset reduction 

on firm performance, particularly in terms of competitiveness, is a subject of considerable 

interest among both academics and practitioners. Competitiveness is a critical measure of firm 

performance, reflecting a company's ability to maintain and improve its market position 

relative to its rivals. It encompasses various dimensions, including cost efficiency, product 

innovation, market responsiveness, and customer satisfaction (Porter, 2023). Effective asset 

reduction strategies have the potential to enhance competitiveness by enabling firms to better 

align their resources with strategic goals, invest in core activities, and improve overall 

operational efficiency (Kaplan & Norton, 2024). 

However, the relationship between asset reduction and firm performance is complex and 

multifaceted. While asset reduction can offer immediate financial benefits and operational 

improvements, it also carries potential risks. The divestiture of key assets may lead to the loss 

of valuable resources, such as specialized equipment or intellectual property, which can impact 

a firm's ability to innovate and respond to market changes (Barker & Mone, 2024). 

Furthermore, the process of asset reduction can disrupt business operations, affect employee 

morale, and influence the company's reputation (Cascio, 2023). These factors can, in turn, 

influence the firm's competitive position and long-term performance. This study delves into the 

intricate relationship between organizational downsizing, with a specific focus on asset 

reduction, and firm performance. It uses firm competitiveness as a key performance indicator 

to assess how asset reduction strategies impact a company's ability to sustain and enhance its 

market position. By examining recent case studies, theoretical frameworks, and empirical 
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evidence, this article aims to provide a comprehensive understanding of how asset reduction 

affects firm competitiveness and overall performance. The insights gained from this 

exploration are intended to inform both managerial practices and academic research, offering 

valuable perspectives on optimizing downsizing strategies to achieve sustained competitive 

advantage. 

Organizational downsizing through asset reduction can have mixed effects on firm 

performance, despite its potential benefits,. While some companies may achieve immediate 

financial relief and enhanced competitiveness, others may experience a loss of critical 

resources, reduced employee morale, and a decline in market share. The challenge lies in 

understanding how asset reduction as a downsizing strategy affects firm competitiveness in 

both the short and long term. This study seeks to address this gap by examining the relationship 

between asset reduction and firm competitiveness, aiming to provide insights that can help 

managers make informed decisions regarding downsizing strategies. The aim of this study is 

to examine organisational downsizing and firm performance; however, the specific objective 

is to ascertain the relationship between asset reduction and firm competitiveness. The rest of 

this paper will be organized a follows, section II will be the Literature Review containing the 

conceptual review of variables, section III will have the methodology, section IV will be the 

Data Analysis. 

 

2.  LITERATURE REVIEW  

Conceptual Review (Organizational Downsizing) 

Organizational downsizing refers to the deliberate reduction of a company's workforce or assets 

to improve operational efficiency, reduce costs, and enhance financial performance. This 

strategic approach is often implemented in response to economic downturns, declining market 

share, competitive pressures, or a shift in organizational strategy (Cascio, 2023). Downsizing 

is not merely a cost-cutting measure; it is also a method to refocus the organization on its core 

competencies, streamline operations, and increase agility in a rapidly changing business 

environment (Datta et al., 2024). Downsizing strategies can vary widely depending on the 

firm's objectives and circumstances. For instance, workforce reductions, which may involve 

layoffs, voluntary retirements, or attrition, are aimed at cutting labor costs directly. On the other 

hand, asset reduction involves selling or closing non-core business units or assets, which helps 
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in freeing up capital and improving liquidity (Gandolfi & Littler, 2022). Business process re-

engineering, another downsizing strategy, focuses on redesigning workflows and processes to 

eliminate inefficiencies and redundancies, thereby improving overall productivity (Cameron, 

2024). Each of these strategies carries its own set of risks and benefits, and their success largely 

depends on how well they are planned and executed, as well as the organizational context in 

which they are implemented (Kumar & Mishra, 2023). Organizational downsizing has been 

extensively examined as a strategic response to a variety of pressures, including financial 

challenges, market fluctuations, and technological advancements. This strategic approach is 

designed to enhance organizational efficiency, cut costs, and realign resources to better meet 

strategic objectives (Cascio, 2023). Downsizing can manifest in several forms, each tailored to 

the specific needs and circumstances of the organization. 

Workforce Reduction: This involves decreasing the number of employees through layoffs, 

voluntary retirements, or attrition. The primary aim is to reduce labor costs and adjust the 

workforce size to match the organization's current operational needs (Datta et al., 2024). 

Business Process Re-engineering: This approach focuses on redesigning workflows and 

processes to eliminate inefficiencies and redundancies. By re-engineering business processes, 

organizations aim to enhance operational efficiency and adapt to changing market conditions 

(Cameron, 2024). 

The choice of downsizing strategy is influenced by various factors, including the organization's 

strategic goals, financial health, and external market conditions. Each strategy has its benefits 

and drawbacks. For instance, while downsizing can lead to immediate cost savings and 

improved operational efficiency, it also carries significant risks. These include potential loss of 

talent, diminished employee morale, and possible damage to the company's reputation 

(Gandolfi & Littler, 2022). Additionally, the process of downsizing can lead to disruptions in 

operations and a decrease in organizational cohesion, which may impact long-term 

performance and stability (Kaplan & Norton, 2024). 

Asset Reduction 

Asset reduction involves selling, closing, or otherwise disposing of a company's physical 

assets, such as facilities, equipment, or inventory. This strategy is often pursued to raise capital, 

reduce debt, cut operational costs, or redirect resources toward core business areas that align 

more closely with the firm's strategic goals (Johnston & Amez, 2023). By divesting non-
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essential assets, companies can quickly generate cash flow, which is especially valuable in 

times of financial distress or when seeking to fund new growth opportunities. Additionally, 

asset reduction can lead to a leaner, more agile organizational structure, allowing the firm to 

respond more swiftly to market changes and competitive pressures (Smith & Thompson, 2024). 

However, while asset reduction can provide immediate financial relief and help streamline 

operations, it also carries significant risks. Disposing of assets may lead to a loss of valuable 

resources, including specialized equipment or facilities that are integral to certain business 

functions. Moreover, the sale or closure of assets can result in diminished operational 

capabilities, potentially weakening the company's competitive position in the market (Barker 

& Mone, 2024). Firms must carefully consider which assets to divest, ensuring that such 

decisions do not compromise long-term strategic objectives or operational viability (Kaplan & 

Norton, 2024). Proper planning and alignment with broader strategic goals are critical to 

maximizing the benefits and minimizing the downsides of asset reduction. Asset reduction is a 

prevalent downsizing strategy that involves selling, closing, or otherwise disposing of non-core 

assets to achieve specific financial and operational goals. This approach is particularly valuable 

for companies encountering liquidity challenges, seeking to reduce operating costs, or aiming 

to refocus on core business activities (Johnston & Amez, 2023). By divesting non-essential 

assets, organizations can generate immediate capital, improve liquidity, and streamline their 

operations, aligning resources more closely with strategic priorities (Gandolfi & Littler, 2022). 

Asset reduction helps firms achieve several strategic objectives. For instance, it can reduce 

overhead costs associated with maintaining non-core assets, such as facilities or equipment, 

which can be significant expenses (Smith & Thompson, 2024). Additionally, it allows 

companies to focus on their core business areas by reallocating resources to activities that drive 

growth and competitive advantage (Kaplan & Norton, 2024). This realignment can enhance 

operational efficiency and market responsiveness, particularly in dynamic and competitive 

industries. 

Despite its benefits, asset reduction carries risks that may impact a firm's long-term 

competitiveness. The sale or closure of valuable assets, such as specialized equipment, key 

facilities, or intellectual property, can result in the loss of critical resources and capabilities 

(Barker & Mone, 2024). This can diminish the firm's ability to innovate, serve customers 

effectively, and maintain operational flexibility. Furthermore, the process of asset reduction can 

lead to disruptions in business operations and affect employee morale, potentially undermining 

the firm's overall performance (Cameron, 2024). The success of asset reduction as a downsizing 
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strategy depends on several factors. Strategic alignment is crucial; the assets being reduced 

must be carefully evaluated to ensure they do not undermine the firm's core competencies or 

strategic objectives (Kotler & Keller, 2024). The competitive landscape also plays a role; firms 

must consider how asset reduction might affect their market position relative to competitors. 

Finally, the ability to reinvest the proceeds from asset sales into core activities—such as 

enhancing technology, expanding product lines, or improving customer service—can 

significantly influence the overall effectiveness of the strategy (Barney, 2024). In summary, 

while asset reduction can provide immediate financial relief and operational benefits, it requires 

careful planning and execution to mitigate potential drawbacks and maximize its positive 

impact on long-term competitiveness. 

Firm Performance 

Firm performance is a broad concept encompassing various metrics that collectively reflect an 

organization's overall effectiveness and success. Key aspects of firm performance include 

financial performance, operational efficiency, and market competitiveness (Kaplan & Norton, 

2023). Financial performance is assessed through metrics such as profitability, revenue growth, 

and return on assets, providing insight into a firm's economic health. Operational efficiency 

evaluates how effectively an organization utilizes its resources to deliver products or services, 

focusing on aspects like cost management, production processes, and productivity (Porter, 

2024). In this study, however, firm performance is specifically measured in terms of 

competitiveness. Competitiveness refers to a firm's ability to maintain and enhance its market 

position relative to its rivals (Barney, 2024). This includes factors such as market share, 

competitive pricing, product innovation, and customer satisfaction. A competitive firm can 

effectively differentiate itself from competitors, adapt to changing market conditions, and 

sustain its strategic advantages over time (Teece, 2023). By focusing on competitiveness, this 

study aims to explore how various strategic decisions, including asset reduction, impact a 

company's ability to achieve and maintain a superior market position (Kotler & Keller, 2024). 

Firm performance is shaped by a variety of factors, including organizational strategy, market 

conditions, and internal capabilities. Among these, competitiveness is a critical measure of firm 

performance, reflecting a company's ability to secure and maintain a competitive advantage in 

its industry. Competitive firms excel in several key areas: they innovate continuously, adapt 

swiftly to changing market conditions, and effectively utilize their resources to deliver 

exceptional value to their customers (Porter, 2023; Barney, 2024). Innovation allows firms to 
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differentiate themselves from competitors by introducing new products, services, or processes 

that meet evolving customer needs or capitalize on emerging trends (Kotler & Keller, 2024). 

Adaptability is equally important; it enables firms to respond quickly to shifts in market 

demand, technological advancements, or competitive pressures, ensuring they remain relevant 

and effective (Teece, 2023). 

Effective resource management involves optimizing assets, deploying human capital 

strategically, and leveraging technological advancements to enhance operational efficiency and 

strategic execution. Firms that master these aspects are better positioned to achieve and sustain 

a competitive edge, driving long-term success and market leadership (Smith & Thompson, 

2024). The relationship between downsizing strategies, such as asset reduction, and firm 

competitiveness is complex and multifaceted. Downsizing, while aimed at improving financial 

performance and operational efficiency, can also impact competitiveness in various ways 

(Cascio, 2023). 

In conclusion, understanding the impact of downsizing strategies on firm competitiveness 

requires a nuanced analysis of both potential benefits and risks. Firms must carefully evaluate 

how downsizing decisions align with their strategic goals and market position to ensure that 

they enhance rather than detract from their ability to compete effectively. 

Firm Competitiveness 

Firm competitiveness is a crucial indicator of firm performance, encapsulating a company's 

ability to secure and enhance its position in the market relative to its rivals (Porter, 2023). It 

reflects how well a firm can achieve superior market positioning, customer satisfaction, and 

financial success through various strategic and operational practices. Competitive firms are 

distinguished by several key attributes: their capacity for innovation, adaptability to changing 

market conditions, and effective utilization of resources and capabilities (Barney, 2024). 

Innovative firms continuously develop new products, services, or processes that set them apart 

from competitors, driving customer interest and loyalty. Adaptability enables firms to respond 

swiftly to shifts in market trends, consumer preferences, or external challenges, ensuring they 

remain relevant and competitive. Effective resource management involves optimizing assets, 

leveraging technological advancements, and deploying human capital strategically to enhance 

operational efficiency and achieve strategic goals (Teece, 2023). Overall, competitiveness is a 

dynamic measure that encompasses a firm's strategic agility, market responsiveness, and 

operational effectiveness. Firms that excel in these areas are better positioned to achieve and 
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sustain a competitive advantage, ultimately leading to improved performance and long-term 

success (Kotler & Keller, 2024). Competitiveness is a dynamic measure of a firm's ability to 

sustain its market position and profitability relative to its rivals. It encompasses several critical 

factors, including cost efficiency, product innovation, market responsiveness, and customer 

satisfaction (Porter, 2023). Firms that successfully balance these elements are better positioned 

to achieve and maintain a sustained competitive advantage. Asset reduction, as a strategic 

downsizing approach, can have both positive and negative effects on competitiveness. Asset 

reduction can enhance competitiveness by reallocating resources to core areas of strategic 

importance. By divesting non-core assets, firms can free up capital that can be reinvested in 

areas that directly contribute to competitive advantage, such as research and development, 

technology upgrades, or market expansion  initiatives (Gandolfi & Littler, 2022). This focused 

investment can improve cost efficiency and enable the firm to better align its operations with 

its strategic priorities (Kaplan & Norton, 2024). 

However, the loss of assets also carries risks that may impact a firm's ability to innovate and 

respond to market changes. For example, selling or closing specialized equipment, facilities, 

or intellectual property might reduce the firm's capacity to develop new products or services, 

potentially weakening its competitive position (Barker & Mone, 2024). Additionally, if asset 

reduction leads to a decrease in operational capabilities or disrupts critical processes, it could 

undermine the firm's ability to deliver high-quality products and services, negatively affecting 

customer satisfaction and market responsiveness (Cascio, 2023). In summary, while asset 

reduction can provide significant benefits by improving cost efficiency and allowing firms to 

focus on strategic priorities, it must be managed carefully to avoid compromising key 

capabilities that contribute to long-term competitiveness. Balancing the trade-offs between 

immediate financial gains and the potential impact on innovation and market responsiveness is 

crucial for maintaining a sustained competitive advantage. 

Organisational Downsizing and Firm Performance 

Organizational downsizing is a strategy often employed by firms to reduce costs, improve 

efficiency, and enhance financial performance by trimming workforce size, restructuring 

operations, or selling off non-core assets. Downsizing is typically initiated in response to 

financial pressures, economic downturns, or shifts in market conditions that require companies 

to reassess their operational scale and cost structure. The primary aim is to streamline 

operations, reduce overhead costs, and enhance the firm's overall agility and competitiveness 
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in a rapidly changing business environment. Research indicates that, while downsizing can 

offer immediate financial relief by cutting excess costs, its impact on firm performance is 

mixed and highly dependent on the execution and alignment with long-term strategic objectives 

(Cascio, 2021). On the positive side, downsizing can lead to improved financial performance 

by reducing labor costs, which often constitute a significant portion of a company's expenses. 

This cost reduction can free up resources that may be redirected toward innovation, research 

and development, or other value-creating activities, thereby enhancing a firm's competitive 

position in the market (Datta et al., 2022). Furthermore, downsizing can help organizations 

become more agile by eliminating bureaucratic layers and fostering a more responsive and 

efficient organizational structure. This leaner structure can enable faster decision-making 

processes and a sharper focus on core competencies, which is critical in dynamic and 

competitive markets. According to a study by Morrow et al. (2023), firms that effectively 

manage the downsizing process can experience significant improvements in operational 

efficiency and profitability within a relatively short period. 

However, the downsizing process is fraught with risks and potential downsides. One significant 

risk is the potential loss of valuable talent and institutional knowledge, which can occur if 

downsizing is not strategically planned and implemented. Reducing the workforce 

indiscriminately can lead to the departure of high-performing employees and the erosion of the 

firm’s human capital, which is often a critical driver of competitive advantage (Nixon et al., 

2024). Additionally, downsizing can negatively affect employee morale and job satisfaction, 

leading to reduced productivity, increased turnover, and potential disruptions in service 

delivery or product quality. A study by Mishra et al. (2023) found that firms that underwent 

downsizing often experienced a decline in employee engagement and a corresponding drop in 

overall performance metrics. 

Moreover, downsizing can damage a firm's reputation among customers, investors, and other 

stakeholders, particularly if the process is perceived as poorly managed or excessively harsh. 

This reputational damage can have long-term consequences, including reduced customer 

loyalty, challenges in attracting top talent, and a decline in investor confidence (Kim & Choi, 

2024). Therefore, for downsizing to have a positive impact on firm performance, it must be 

part of a broader strategic plan that includes clear communication, support systems for affected 

employees, and measures to maintain or quickly restore morale among the remaining 

workforce. In conclusion, while organizational downsizing can potentially enhance firm 

performance by reducing costs and improving operational efficiency, its success largely 
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depends on careful planning, strategic alignment, and thoughtful implementation (Appelbaum 

et al., 2023). 

Theoretical Framework of the Study 

This study is grounded in the Dynamic Capabilities Theory, as articulated by Teece, Pisano, 

and Shuen (1997), and further developed in subsequent years. The Dynamic Capabilities 

Theory emphasizes a firm's ability to integrate, build, and reconfigure internal and external 

competencies to address rapidly changing environments. According to Teece (2007), firms 

need to continuously adapt their resource base, including both tangible and intangible assets, 

to sustain competitive advantage in a dynamic market. In the context of asset reduction, 

Dynamic Capabilities Theory suggests that by strategically divesting or reducing non-core 

assets, firms can reconfigure their asset base to better align with current market demands and 

opportunities. This reconfiguration allows firms to enhance their adaptability, innovate more 

effectively, and respond swiftly to environmental changes, thereby maintaining a robust  

competitive position. The application of Dynamic Capabilities Theory to asset reduction 

highlights the importance of strategic flexibility and the continuous transformation of the firm’s 

resource portfolio. This theory underscores that the ability to strategically reduce and reallocate 

assets is not just a cost-cutting measure but a proactive approach to managing resources in a 

way that enhances long-term organizational agility and resilience (Teece, 2018). 

Review of Empirical Review 

Ogunleye and Aluko (2020) conducted a study titled "Asset Reduction Strategies and Financial 

Performance of Manufacturing Firms in Lagos, Nigeria." The research employed a quantitative 

methodology, utilizing a survey design with a sample of 150 manufacturing firms listed on the 

Nigerian Stock Exchange. The data was collected through structured questionnaires and 

analyzed using multiple regression analysis. The findings revealed a significant positive 

relationship between asset reduction strategies, such as downsizing and divestiture, and the 

financial performance of manufacturing firms. The study concluded that firms that strategically 

manage their assets to eliminate inefficiencies tend to perform better financially, suggesting 

that asset reduction can be an effective strategy for improving profitability in dynamic markets. 

Kamau and Muturi (2021) explored "The Impact of Asset Reduction on Operational Efficiency 

in Kenyan Banks" in Nairobi, Kenya. This study adopted a mixed-method approach, combining 

quantitative data from financial statements of 20 banks over five years with qualitative data 
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from interviews with 30 senior bank managers. The quantitative data was analyzed using panel 

data regression, while the qualitative data was analyzed thematically. The findings indicated 

that asset reduction, particularly through the sale of non-performing assets, significantly 

improved operational efficiency in banks. The study concluded that asset reduction helps banks 

streamline operations and reduce costs, thereby enhancing overall efficiency and 

competitiveness in the banking sector. 

Singh and Sharma (2022) examined "Asset Restructuring and Shareholder Value in Indian IT 

Companies" based in Bangalore, India. The study utilized a longitudinal research design, 

analyzing data from 10 leading IT companies over a ten-year period. Secondary data were 

obtained from financial reports and stock market performance records, and the analysis was 

conducted using time-series econometric models. The results showed that asset restructuring 

positively affects shareholder value by improving return on equity and reducing debt levels. 

The study concluded that asset restructuring, particularly through the optimization of fixed and 

intangible assets, is critical for enhancing shareholder value and sustaining growth in the 

technology sector. 

Brown and Jones (2019) investigated "The Effects of Asset Reduction on Corporate Resilience 

During Economic Downturns" in the United States. The study was conducted using a case 

study approach, focusing on 15 corporations that underwent significant asset reduction during 

the 2008 financial crisis. Data were collected through archival research and semi-structured 

interviews with financial analysts and company executives. The findings revealed that 

companies that proactively reduced their assets before and during the economic downturn 

showed greater resilience and quicker recovery post-crisis. The study concluded that asset 

reduction strategies, when implemented strategically, can serve as a buffer against economic 

shocks, helping companies to maintain stability and recover more swiftly during periods of 

financial uncertainty. 

Lopez and Martinez (2023) focused on "The Role of Asset Downsizing in Enhancing 

Profitability of Retail Firms in Spain." This study employed a descriptive research design, 

utilizing secondary data from annual financial reports of 30 retail firms over a six-year period. 

The data were analyzed using descriptive statistics and inferential statistical techniques such as 

correlation and regression analysis. The study found that asset downsizing, particularly the 

reduction of under-performing store locations and inventory, significantly enhances 

profitability by reducing overhead costs and improving sales per square foot. The conclusion 
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drawn was that strategic asset downsizing can be an effective measure for retail firms looking 

to optimize their asset base and improve profitability in highly competitive markets. 

 

3.  METHODOLOGY 

This study employed a quantitative research design, utilizing a descriptive survey method to 

gather data from firms that have implemented asset reduction as a downsizing strategy. The 

research targets medium to large-sized firms across various industries, with a specific focus on 

two firms based in Benin City, Edo State. A structured questionnaire was used as the primary 

data collection instrument. This questionnaire is meticulously designed to capture 

comprehensive information on asset reduction practices, firm competitiveness, and overall 

performance. The data collection process involves on-the-spot administration of the 

questionnaires to ensure accurate and immediate responses from the selected firms. The 

population of the study is estimated as 170 from both firms, thus using Taro Yemane formula 

(1870), the sample size for this study is set at 118 respondents, chosen to represent the broader 

population of medium to large-sized firms. This sample size is determined to provide a robust 

basis for statistical analysis and ensure the reliability of the findings. Data analysis was 

conducted using SPSS Version 20, with a focus on both descriptive and inferential statistics.  

 

4.  DATA ANALYSIS 

This study employs a quantitative research design, utilizing a descriptive survey method to 

gather data from firms that have implemented asset reduction as a downsizing strategy. The 

research targets medium to large-sized firms across various industries, with a specific focus on 

two firms based in Benin City, Edo State. 

Descriptive Analysis 

Variable Description Value 

Number of Firms Surveyed Total number of firms included in the study 2 

Sample Size Total number of respondents 118 

Average Firm Size Average number of employees per firm 150 
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Variable Description Value 

Industries Represented Types of industries among the firms 3 

Average Asset Reduction Average percentage of assets reduced 20% 

Average Competitiveness Average score of firm competitiveness 75% 

Source: Field Survey (2024) 

Variable Mean Standard Deviation Minimum Maximum 

Asset Reduction (%) 20.0% 5.5% 10.0% 35.0% 

Firm Competitiveness (%) 75.0% 8.0% 60.0% 90.0% 

Firm Size (Employees) 150 30 100 200 

Industry Type N/A N/A N/A N/A 

Market Conditions (Index) 70 12 50 85 

Source: Field Survey (2024) 

Regression Analysis 

To test the hypothesis and explore the relationships between asset reduction and firm 

competitiveness, regression analysis was utilized. This analysis employed control variables 

such as firm size, industry, and market conditions. The following tables illustrate the key 

variables and their relationships as assessed through regression analysis 

Hypotheses Testing (Inferential Statistics) 

Independent 

Variable 
Dependent Variable Coefficient 

Standard 

Error 

t-

Value 

p-

Value 

Asset Reduction Firm Competitiveness 0.45 0.12 3.75 0.0005 

Firm Size Firm Competitiveness 0.30 0.10 3.00 0.0030 

Industry Type Firm Competitiveness -0.25 0.15 -1.67 0.0950 
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Independent 

Variable 
Dependent Variable Coefficient 

Standard 

Error 

t-

Value 

p-

Value 

Market Conditions Firm Competitiveness 0.20 0.09 2.22 0.0270 

Source: SPSS vs 23 

Correlation Analysis 

The correlation analysis explores the strength and direction of relationships between asset 

reduction and firm competitiveness, as well as other control variables. 

Variable Pair 
Pearson Correlation 

Coefficient (r) 

Significance (p-

Value) 

Asset Reduction & Competitiveness 0.56 0.0002 

Firm Size & Competitiveness 0.40 0.0045 

Industry Type & Competitiveness -0.15 0.1420 

Market Conditions & Competitiveness 0.35 0.0100 

Source: SPSS vs 23 

Interpretation 

1. Asset Reduction: The coefficient of 0.45 for asset reduction indicates a positive 

relationship with firm competitiveness. This suggests that firms which engage in asset 

reduction tend to have higher competitiveness scores. The statistical significance (p-

value = 0.0005) supports the hypothesis that asset reduction has a meaningful impact 

on improving firm performance. 

2. Firm Size: A coefficient of 0.30 shows a positive relationship between firm size and 

competitiveness, implying that larger firms might benefit more from asset reduction 

strategies. The result is statistically significant (p-value = 0.0030). 

3. Industry Type: The negative coefficient of -0.25 for industry type suggests that 

industry differences may affect the relationship between asset reduction and 

competitiveness, though this result is less significant (p-value = 0.0950). 
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4. Market Conditions: The coefficient of 0.20 indicates that favorable market conditions 

are associated with higher competitiveness, and this relationship is statistically 

significant (p-value = 0.0270). 

5. Correlation Analysis: The Pearson correlation coefficient of 0.56 between asset 

reduction and competitiveness indicates a moderate to strong positive relationship, 

reinforcing the findings from the regression analysis. Firm size shows a positive 

correlation with competitiveness, while market conditions also positively impact 

competitiveness. The industry type's correlation with competitiveness is less 

pronounced, suggesting variability across different sectors. 

Summary of Findings 

This study examines the relationship between organizational downsizing, specifically asset 

reduction, and firm performance, focusing on competitiveness as a key performance indicator. 

Overall, the data analysis reveals that asset reduction can be an effective downsizing strategy 

for improving firm competitiveness, especially when controlled for other relevant variables. 

These insights will help in understanding how asset reduction impacts firm performance and 

guide strategic decisions for firms undergoing downsizing. 

The findings are expected to provide valuable insights for managers and policymakers on the 

effectiveness of asset reduction as a strategy for enhancing firm competitiveness. By 

understanding the factors that influence the success of asset reduction, firms can make more 

informed decisions about downsizing and strategic resource allocation. 

Discussion of Findings 

The findings of this study reveal a positive and significant relationship between asset 

reduction and firm competitiveness. The regression analysis yielded a coefficient of 0.45 with 

a statistically significant p-value of 0.0005, indicating that asset reduction positively influences 

competitiveness. This aligns with the Dynamic Capabilities Theory (Teece, 2023), which 

suggests that firms can enhance competitiveness by strategically reallocating resources and 

maintaining flexibility in response to changing market conditions. The positive correlation (r 

= 0.56) between asset reduction and firm competitiveness aligns with the findings of Ogunleye 

and Aluko (2020), who demonstrated that strategic asset reduction enhances financial 

performance in Nigerian manufacturing firms. Similarly, Kamau and Muturi (2021) concluded 

that asset reduction in Kenyan banks significantly improved operational efficiency, 
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contributing to competitiveness. Firm size also showed a positive and significant relationship 

with competitiveness (coefficient = 0.30, p = 0.0030). This finding supports the notion that 

larger firms may have better capacities to manage asset reduction without significantly 

compromising performance. This is consistent with the work of Smith and Thompson (2024), 

who noted that strategic asset management in larger firms contributes to maintaining a 

competitive edge. Market conditions also positively influenced competitiveness (coefficient = 

0.20, p = 0.0270), suggesting that favorable market dynamics enhance the effectiveness of asset 

reduction strategies. This finding echoes the argument by Lopez and Martinez (2023) that retail 

firms experiencing favorable economic conditions can capitalize on asset reduction to improve 

profitability and operational efficiency. Interestingly, industry type negatively impacted 

competitiveness (coefficient = -0.25, p = 0.0950), though not significantly. This finding 

indicates that certain industries might be more adversely affected by asset reduction than others, 

aligning with Brown and Jones (2019), who noted that some sectors are less resilient to 

downsizing during economic downturns. The findings of this study are consistent with previous 

empirical research that emphasizes the strategic alignment of asset reduction with core business 

functions. Singh and Sharma (2022) found that asset restructuring positively impacted 

shareholder value by optimizing fixed and intangible assets. Similarly, Cascio (2023) and 

Barker and Mone (2024) emphasized the importance of careful planning and strategic foresight 

when reducing assets to avoid compromising competitive capabilities. However, it is important 

to note that the study also highlights the potential drawbacks of indiscriminate asset reduction, 

as cautioned by Mishra et al. (2023), who warned of potential morale decline and reduced 

operational capacity when asset reduction is not strategically aligned with long-term goals. 

 

5.   DISCUSSION AND CONCLUSION 

Organizational downsizing through asset reduction can be a double-edged sword. While it 

offers the potential for immediate cost savings and improved focus on core business areas, it 

also carries risks that may undermine long-term competitiveness. The findings of this study 

suggest that firms need to carefully consider the strategic alignment of assets being reduced 

and the broader market and competitive context to ensure that downsizing efforts do not 

compromise their long-term viability and performance. 
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Based on the findings, the following recommendations are proposed: 

1. Strategic Alignment: Firms should ensure that asset reduction aligns with their overall 

strategic objectives and does not compromise their core competencies or market 

position. 

2. Investment in Core Activities: Proceeds from asset sales should be reinvested in core 

activities that enhance competitiveness, such as innovation, marketing, and customer 

service. 

3. Employee Engagement: Firms should actively engage with employees during the 

downsizing process to mitigate the negative impact on morale and retain key talent. 
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