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ABSTRACT

Corporaterestructuringhasgainedconsiderablesalienceinstrategicmanagementinrecentyears.
Effectivecorporaterestructuringhaspermittedstrategicmanagersofailingorganizationstoregain
theircompetitiveadvantage.Specifically,financialrestructuringisoneofthekeypillarsofcorporate
restructuring. Prior research on the nexus between financial restructuring and performance of
commercial banking institutions in developed and developing nations has yielded inconclusive
empiricalevidence.Therefore, thefocusof thisstudy is toexamine thenexusbetweenfinancial
restructuringandperformanceofcommercialbanksinZimbabwe.Thisstudyemploystherandom
effectsmodel(REM)bymakinguseof2011-2016paneldatafrom10commercialbanks.Empirical
evidenceestablishesthatfinancialrestructuringhasapositiveinfluenceonperformanceofcommercial
banks.Thestudy,therefore,recommendsthatthemanagementofcommercialbanksshouldembrace
aconservativeapproachbyincreasingequityfinancingsoastoavoidbankfailures.
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INTRodUCTIoN

Inthewakeoftheglobaleconomiccrisisof2007–2009,corporaterestructuringhasattractedintense
interest from corporate strategy scholars as a topical issue during the past decade. In order for
organizationstorecaptureacompetitiveedgeinthemarket,corporaterestructuringhasbecomemore
ofapre-requisiteratherthananoption.Furthermore,inthisglobalizedscenario,technologyhasa
dramaticimpactoneverykindoforganization.Itformscompletelynewchallengesontheonehandbut
ontheotherhanditoffersentirelynewopportunities.Additionally,spatiotemporalbordersdisappear.
Totallynewbusinessmodelsarebeingdevelopedandcompanieshavediscoveredcompletelynew
strategiestogaincompetitiveadvantagelikeformingalliances,includingrestructuring,andmergers.
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Interestingly,ithasbeenobservedthatrestructuringisoneofthecorporaterenewalstrategiesthatcan
beemployedbyexecutivesofcompaniesacrosstheworld(Akbaretal.,2022;Dzingirai&Baporikar,
2022;Gupta,Kumar,&Chattopadhyay,2022).Afteralltheobjectiveofmanagement,especiallyin
globaleconomyisrepetitivesuccess(Baporikar,2018).

Corporaterestructuringensuresthesurvivalandgrowthofanorganizationduringthestageof
performancedeclinebyadaptingtothevolatilebusinessenvironment(Yadav&Shrivastava,2016).
Inthecontextofcorporaterestructuring,financialrestructuringhasbeenhighlightedasthemajor
typeofcorporaterestructuringsinceithasreceivedstatutoryconsent.Itiscommonknowledgethat
theglobalbankingsectorwasnotsparedfromthenegativeeffectsoftherecentglobaleconomic
crisis.Itiswithinthiscontextthattheglobaleconomiccrisishascausedpoorperformanceofmany
banksworldwide.Thenegativeimpactoftheglobaleconomiccrisisonperformanceofbanksaround
theworldwasheterogeneousowingtodistinctstatementsoffinancialposition(Bhimjee,Ramos,
&Dias,2016).Furthermore,governmentsallovertheworldplayacrucialroleinthedevelopment
of infrastructure and theprovisionof basic services to the citizens.With increasingpopulation,
urbanization,otherdevelopmentalneeds,thegovernments’abilitytoaddresspublicneedsthrough
traditional means is severely constrained (Baporikar, 2020). Hence, it is of great importance to
mentionthatthebankingsectorofanycountryplaysafundamentalrolewithregardtoeconomic
developmentandgrowth(Alkhazaleh,2017).Followingthis lineof thinking, it isnotsurprising
thatmanycountriesthatdonothavesoundbankingsectorsfinditdifficulttostimulatesustainable
economicdevelopmentandgrowth,especiallythedevelopingcountries.Althoughtherecentfinancial
turmoilnegativelyaffectedbankperformance,institutionalfactorshaveabearingontheperformance
ofbanks(Arias,Maquieira,&Jara,2020).Keepingthisinmind,manybanksarenowpressurized
tofocusonfinancialrestructuringasaresponsetotheirpoorperformance.Accordingly,thisstateof
affairshasrenewedscholarlyinterestinbankperformance(Berger,Lia,Morrisd,&Roman,2017).

Going forward, it is worth mentioning that many banks in both developed and developing
economiesareembracingfinancialrestructuringasapowerfultoolforrevitalizingtheirperformance.
ThehighleverageratioshaveforcedbanksintheUnitedStatesofAmerica(USA)tofocustheir
attentionondebtrestructuring,especiallyafterthecreditcrunchof2008(Erfani&Vasigh,2018).
AsforIndia,theReserveBankofIndiahasmanagedtocomeupwithcorporatedebtrestructuring
in2001asastrategytoensurerecoveryofbankperformanceinIndiainthefaceofaplethoraof
internalandexternalproblems(Swani&Bhuyan,2017).Nonetheless,Indiafacedanexponential
growthofdistressedbanksfrom2008to2016(Kaur&Srivastava,2017).

In the case of Zimbabwe, the business environment has remained volatile and chaotic in
spiteoftheimplementationofmulti-currencyin2009.Someoftheeconomicchallengesinclude
deindustrialization, acute financial crisis, low real Gross Domestic Product (GDP), widening of
BalanceofPayments(BOP)deficit,weakdomesticdemand,theexponentialgrowthoflocaland
externaldebt,andweakbusinessconfidence.Inthischaoticbusinessenvironment,companiesin
differentsectorsoftheeconomyhaveembarkedonaconstantrestructuringoftheirbusinessactivities
andfinancialstructuresasawaytosurviveandalsotopromotesustainablegrowth.Notably,banksare
notanexception.ItiswithinthiscontextthatDzingirai(2021)observedthatmostoftheZimbabwean
banksfacedviabilitychallengesthatnecessitatedcorporaterestructuring.

Inlightoftheabove,existingcommercialbanksinZimbabwehavefacedfiercecompetition
whichthreatenedtheirexistence(Abel&Le-Roux,2017).Sadly,banksthatfailedtoefficientlyand
effectivelyembarkonfinancialrestructuringwereclosed.Forinstance,AfrAsiaBankZimbabwe,
Allied Bank Limited, Trust Bank Corporation Limited, Interfin Bank Limited, Royal Bank of
Zimbabwe Limited, Genesis Investment Bank, and Capital Bank were closed under the multi-
currencysystem.Inthiscontext,theupsurgeinbankfailurehascausedundesirablesocio-economic
consequences.ThefollowingTable1showsthebankfailuresaftertheintroductionofthemulti-
currencysysteminZimbabwe:
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