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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:



 

 

11 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/article/financial-restructuring-and-commercial-

banks-performance-nexus-in-zimbabwe/312567

Related Content

The Value Relevance of Accounting Information in Times of Crisis: An

Empirical Study
Lars Mion, Georgios Georgakopoulos, Petros Kalantonisand Nicolaos Eriotis (2014).

International Journal of Corporate Finance and Accounting (pp. 44-67).

www.irma-international.org/article/the-value-relevance-of-accounting-information-in-times-of-

crisis/119402

Risk Management Future Directions
 (2024). Six Sigma DMAIC and Markov Chain Monte Carlo Applications to Financial

Risk Management (pp. 280-283).

www.irma-international.org/chapter/risk-management-future-directions/343960

Investment and Development Banks and Strategies in Turkey
Ismail Erkan Celik, Hasan Dinçerand Ümit Haciolu (2015). Banking, Finance, and

Accounting: Concepts, Methodologies, Tools, and Applications  (pp. 127-136).

www.irma-international.org/chapter/investment-and-development-banks-and-strategies-in-

turkey/115327

An Application of CAMELS and Z-Score Methodologies in a Comparative

Analysis Between the Four Systemic Banks in Greece for the Period 2006-

2016
Apostolos G. Christopoulos (2019). International Journal of Corporate Finance and

Accounting (pp. 17-36).

www.irma-international.org/article/an-application-of-camels-and-z-score-methodologies-in-a-

comparative-analysis-between-the-four-systemic-banks-in-greece-for-the-period-2006-

2016/227418

Neuroscience, Nursing, and Financial Innovation: A Synergistic Approach to

Optimized Patient Care and Economic Well-Being
Sabina Sehajpaland Navpreet Kaur Sidhu (2025). Neuromarketing's Role in

Sustainable Finance (pp. 133-146).

www.irma-international.org/chapter/neuroscience-nursing-and-financial-innovation/359873

http://www.igi-global.com/article/financial-restructuring-and-commercial-banks-performance-nexus-in-zimbabwe/312567
http://www.igi-global.com/article/financial-restructuring-and-commercial-banks-performance-nexus-in-zimbabwe/312567
http://www.igi-global.com/article/financial-restructuring-and-commercial-banks-performance-nexus-in-zimbabwe/312567
http://www.irma-international.org/article/the-value-relevance-of-accounting-information-in-times-of-crisis/119402
http://www.irma-international.org/article/the-value-relevance-of-accounting-information-in-times-of-crisis/119402
http://www.irma-international.org/chapter/risk-management-future-directions/343960
http://www.irma-international.org/chapter/investment-and-development-banks-and-strategies-in-turkey/115327
http://www.irma-international.org/chapter/investment-and-development-banks-and-strategies-in-turkey/115327
http://www.irma-international.org/article/an-application-of-camels-and-z-score-methodologies-in-a-comparative-analysis-between-the-four-systemic-banks-in-greece-for-the-period-2006-2016/227418
http://www.irma-international.org/article/an-application-of-camels-and-z-score-methodologies-in-a-comparative-analysis-between-the-four-systemic-banks-in-greece-for-the-period-2006-2016/227418
http://www.irma-international.org/article/an-application-of-camels-and-z-score-methodologies-in-a-comparative-analysis-between-the-four-systemic-banks-in-greece-for-the-period-2006-2016/227418
http://www.irma-international.org/chapter/neuroscience-nursing-and-financial-innovation/359873

