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ABSTRACT

The study investigates the role of accounting in
corporate restructuring and turnaround strategies.
Survey research design was adopted and used to
carrying out the study and a sample size of 300.
The data collected was analysed using 4point
Likert. The result from the analysis confirms that
accounting-based performance metrics are essential
for evaluating corporate recovery efforts. It was
also found that asset efficiency, financial leverage,
operational sustainability, cost efficiency, revenue
generation, and shareholder value are necessary for
assessing restructuring success. Based on these
findings, it is recommended that firms adopt a data-
driven approach to post-restructuring performance
evaluation, utilizing accounting metrics to track
improvements in profitability, liquidity, and
operational efficiency. Firms should also prioritize
optimizing asset utilization and cash flow
management to reduce reliance on external
financing while enhancing financial stability.
Additionally, firms must ensure that restructuring
efforts lead to measurable cost reductions and
revenue growth, reinforcing long-term
sustainability. Regular financial reporting and
transparency should be maintained to provide
stakeholders with a clear assessment of post-
restructuring performance, thereby enhancing
investor confidence and strategic decision-making.
Lastly, organizations should integrate shareholder
value metrics into their performance evaluation
processes to ensure that restructuring efforts
ultimately contribute to long-term value creation
and market competitiveness.

Keywords: Accounting in corporate restructuring,
Financial reporting for turnaround strategies, Role
of accounting in business recovery, Corporate

restructuring  financial  analysis, Accounting
strategies for distressed firms

l. INTRODUCTION

Background of the Study

Corporate restructuring and turnaround
strategies have become pivotal mechanisms for
companies facing financial distress, operational
inefficiencies, or  strategic misalignment.
Accounting, as a fundamental pillar of financial
management, plays a crucial role in facilitating
corporate restructuring by providing accurate
financial information, enabling cost optimization,
and ensuring compliance  with  regulatory
frameworks. The strategic use of accounting during
corporate restructuring efforts can significantly
impact the success of turnaround strategies,
influencing investor confidence, stakeholder
decision-making, and overall business
sustainability (Altman et al., 2021). Historically,
corporate restructuring has been employed as a
response to economic downturns, industry
disruptions, and organizational crises. The 2008
global financial crisis highlighted the importance of
robust accounting mechanisms in  guiding
corporations through financial recovery and
restructuring processes (Smith & Warner, 2019).
Similarly, the COVID-19 pandemic has
underscored the critical role of accounting in crisis
management, particularly in ensuring financial
transparency, cost restructuring, and liquidity
management (Deloitte, 2021). Given the evolving
complexities of global business environments,
understanding the role of accounting in corporate
restructuring and turnaround strategies has become
an essential area of academic and practical inquiry.
It is on this note that this study therefore
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investigates the role of accounting in corporate
restructuring and turnaround strategies.

Statement of the problem

Corporate restructuring and turnaround
strategies are critical mechanisms for organizations
facing financial distress, operational inefficiencies,
or strategic misalignment. In today’s dynamic
business environment, companies frequently
undergo restructuring to enhance financial stability,
improve operational performance, and maintain.
Accounting plays a pivotal role in these processes
by providing financial transparency, facilitating
informed  decision-making, and  ensuring
compliance with regulatory standards. However,
despite its significance, the precise contribution of
accounting to successful corporate restructuring
and turnaround strategies remains underexplored,
particularly in varying economic and industry-
specific  contexts. Also, inconsistencies in
accounting practices, earnings management tactics,
and financial misstatements often obscure the true
financial ~ position of  firms  undergoing
restructuring. These challenges raise concerns
about the reliability of financial data used in
restructuring decisions and highlight the need for
standardized accounting frameworks that enhance
transparency and accountability. It as result of this
that this study focuses on investigating the role of
accounting in  corporate  restructuring and
turnaround strategies.

Aim/ Objectives of the study

The aim of the study is to investigate the role of

accounting in  corporate  restructuring and

turnaround strategies. Specifically, the objective
will;

1. examine the role of accounting practices in
diagnosing financial distress and informing
corporate restructuring decisions.

2. assess the impact of financial reporting
transparency on the effectiveness of
turnaround strategies and investor confidence.

3. analyze the influence of cost management and
budgeting techniques on the financial recovery
of distressed firms.

4. evaluate the effectiveness of accounting-based
performance metrics in measuring post-
restructuring success.

Literature Review
Conceptual Framework

Umar (2023) defined corporate
restructuring as the change in organization
structure, business model, and management team to

address challenges, enhance efficiency, increase
shareholder value, and improve employee output,
thereby boosting organizational performance.

Santa Clara University (2021) defined
corporate restructuring refers to the process of
reconfiguring a company's hierarchy, internal
structure, or operations procedures to achieve
certain aims, such as becoming more competitive
or responding to changes in the market.

Theoretical studies

The role of Accounting Practices in Diagnosing
Financial Distress and Informing Corporate
Restructuring Decisions

Financial distress occurs when a company
struggles to meet its financial obligations,
potentially leading to insolvency. Indicators include
declining profitability, liquidity shortages, and
increased leverage. For instance, Wall Street Prep
(2021) emphasizes that financial restructuring
becomes imperative when a firm's debt levels are
misaligned with its enterprise value, necessitating
urgent corrective measures. Accounting practices
are pivotal in the early detection of financial
distress. Accurate financial reporting and analysis
enable stakeholders to identify warning signs such
as deteriorating cash flows and unfavorable debt
ratios. The Corporate Finance Institute (2021)
outlines that recognizing these indicators promptly
allows for timely interventions, potentially averting
insolvency. Upon diagnosing financial distress,
companies may undertake corporate restructuring
to realign their operations and finances. Strategies
include debt restructuring, asset divestiture, and
operational overhauls.

The  effectiveness of  restructuring
strategies can vary depending on a firm's stage in
its lifecycle. Research published in Economies
(2022) examines how financial distress influences
restructuring decisions across different lifecycle
stages, therefore emphasizing the need for tailored
approaches.

Impact of Financial Reporting Transparency on
the Effectiveness of Turnaround Strategies and
Investor Confidence

Transparent  financial ~ reporting  is
fundamental to fostering investor confidence by
providing stakeholders with reliable information to
assess a company's financial health. The Sarbanes-
Oxley Act (SOX) of 2002 has been instrumental in
enhancing the reliability of financial reporting,
deterring corporate fraud, and promoting audit
quality, thereby bolstering trust in capital markets
(Ernst & Young, 2022). Nearly two decades after
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its enactment, SOX continues to be recognized
globally for its effectiveness in promoting trusted
financial reporting and high levels of audit quality.
Despite the regulatory frameworks in place,
challenges  persist in  achieving  optimal
transparency. For instance, CEO overconfidence
has been linked to increased financial reporting
complexity, potentially obfuscating transparency
and affecting investor perceptions. Study conducted
in Iran investigated this relationship and found that
overconfident CEOs tend to produce more complex
financial reports, which can hinder stakeholders'
ability to assess the company's true financial
position (Mohammadi et al., 2023). This
underscores the need for balanced reporting
practices that ensure clarity without compromising
strategic confidentiality.

During periods of financial distress,
transparent reporting becomes even more critical. A
case study of Rebosis Property Fund Limited
demonstrated that early implementation of
transparent turnaround interventions is essential to
circumvent liquidation and safeguard stakeholders'
interests. The study analysed the company's annual
integrated reports from 2013 to 2022 and the
adopted 2023 business rescue plan, concluding that
timely and clear disclosure of financial conditions
and strategic plans can significantly influence the
success of turnaround efforts (Kekana, 2024).
Moreover, corporate governance practices play a
crucial role in enhancing financial reporting quality
during restructuring. Study focusing on Iraqi banks
found that the adoption of International Financial
Reporting Standards (IFRS) positively mediates the
relationship between corporate governance and
financial reporting quality, highlighting the
practical benefits of implementing strong
governance practices during turnaround phases (Al-
Fatlawi et al., 2023).

Regulatory measures have also been
advocated to improve financial reporting
transparency. For example, in the Gulf Cooperation
Council (GCC) region, enhanced disclosure and
forward guidance have been recommended to
increase transparency, enable informed decision-
making, and build trust with investors (FTI
Consulting, 2024). Such regulatory frameworks
aim to standardize reporting practices, ensuring
consistency and reliability across organizations.

Despite the recognized benefits, achieving
transparency in financial reporting faces several
challenges. The complexity of financial
transactions and the potential for information
overload can hinder the effectiveness of transparent
reporting. Additionally, excessive transparency may

inadvertently expose strategic information to
competitors, posing a dilemma for companies
striving to balance openness with competitive
advantage..

Influence of cost management and budgeting
techniques on the financial recovery of
distressed firms

Financial recovery of distressed firms is a
critical concern in corporate finance, with cost
management and budgeting techniques playing
pivotal roles in turnaround strategies.

Cost management and budgeting are
fundamental components of financial strategy,
particularly in distressed firms seeking recovery.
The theoretical underpinnings of these practices are
rooted in the principles of financial restructuring
and turnaround management. Financial
restructuring involves reorganizing a company's
financial assets and liabilities to restore liquidity
and solvency (Tilley, 2024). Effective cost
management ensures that resources are allocated
efficiently, reducing unnecessary expenditures and
enhancing  operational  effectiveness.  While
Budgeting techniques provide a framework for
planning and controlling financial resources, which
is crucial for distressed firms aiming to stabilize
and improve their financial positions.

Empirical research extensively explored
various cost management strategies employed by
distressed firms. Dylan (2023) emphasizes the
importance of categorizing expenses into 'good,’
'bad,’ and 'best' types, enabling companies to
identify and eliminate non-essential costs without
compromising core operations. This strategic cost
reduction approach aligns with the broader
objective  of aligning  expenditures  with
organizational goals, thereby facilitating financial
recovery.Carroll  (2023) advocates for the
implementation of zero-based budgeting (ZBB) in
distressed  organizations.  Unlike traditional
budgeting methods, ZBB requires managers to
justify all expenses for each new period, ensuring
that only essential and value-adding activities
receive funding. This approach can lead to
significant cost savings and more efficient resource
allocation, which are critical for firms in financial
distress.Furthermore, the adoption of a 13-week
cash flow budgeting model has been highlighted as
a standard tool for managing liquidity in distressed
companies (CFGI, 2022). This short-term financial
planning technique allows firms to monitor and
project cash inflows and outflows meticulously,
enabling proactive management of liquidity
challenges.
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Turnaround strategies for distressed firms
often integrate cost management and budgeting as
central components. A comprehensive turnaround
strategy addresses both revenue growth and cost
reduction through careful analysis and strategic
alignment (Gryphon Citadel, 2023). This involves
identifying underperforming areas, reallocating
resources to  high-impact activities, and
implementing cost-control measures to improve
overall financial health.

The role of leadership in executing these
strategies is paramount. Effective leaders assess the
current financial situation, identify key areas for
cost reduction, and prioritize spending on
initiatives that drive recovery and growth (Forbes
Business  Council, 2023). This strategic
prioritization ensures that limited resources are
utilized effectively to achieve the desired
turnaround outcomes.

Effectiveness of accounting-based performance
metrics in measuring post-restructuring success

Corporate  restructuring  encompasses
significant organizational changes aimed at
enhancing a company's performance,
competitiveness, and value. Evaluating the success
of such restructuring efforts is pivotal for
stakeholders, necessitating robust performance
metrics.

Corporate restructuring involves strategic
initiatives  such as  mergers, acquisitions,
divestitures, and reorganizations intended to
improve a firm's financial health and operational
efficiency. Assessing the outcomes of these
initiatives requires reliable performance metrics.

Study published in the Journal of
Accounting & Organizational Change examined the
influence of specific accounting parameters on the
short- and long-term success of court-supervised
reorganizations. The research provided empirical
evidence that certain accounting measures
significantly affect reorganization outcomes,
highlighting the importance of accurate financial
reporting during restructuring processes. Research
featured in the Academy of Accounting and
Financial Studies Journal also explored operational
and non-financial measures associated with the
likelihood of successful corporate restructuring.
The study suggested that managers in distressed
firms adopt varied strategies, some enhancing value
while others may be detrimental, emphasizing the
role of strategic choices in financial distress
scenarios.

Another study conducted on 50 publicly
listed Indian companies that underwent significant

restructuring between 2013 and 2023 assessed key
financial ratios over a ten-year period. The study
found that while operational efficiency improved
post-restructuring, shareholder returns, as measured
by ROE, remained challenging, indicating mixed
outcomes of restructuring efforts.

Theoretical Framework

The study is anchored on Agency Theory,
developed by Michael C. Jensen and William H.
Meckling (1976), the theory states that in
organizations, there is a principal-agent relationship
where the principal (such as shareholders)
delegates authority to an agent (such as managers)
to act on their behalf. The use of this theory in this
study is significant due to the fact that Agency
Theory explains how accounting mechanisms (e.g.,
transparent financial reporting, performance audits)
help mitigate conflicts by ensuring that
management decisions align with long-term
corporate recovery and stakeholder interests

Methodology
Research Design

This study employs a survey research
design to investigate the role of accounting in
corporate restructuring and turnaround strategies. A
survey design is appropriate as it allows for the
collection of primary data directly from
respondents, ensuring a broad representation of
perspectives The role of accounting in corporate
restructuring and turnaround strategies (Creswell &
Creswell, 2023). This design is advantageous due
to its efficiency in data collection, cost-
effectiveness, and ability to generalize findings
within the study’s population (Bryman, 2021).

Population of the study

The target population for this study
comprises accounting professionals, financial
analysts, and corporate decision-makers within the
financial sector. These individuals are selected due
to their direct engagement with accounting and it
role in corporate restructuring

Sampling technique

The study adopts a probability sampling
method, specifically stratified random sampling, to
ensure representation across different professional
backgrounds and organizational sizes (Taherdoost,
2021). This approach enhances the generalizability
of findings while reducing selection bias.
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Sample size Reliability and Validity

To determine the appropriate sample size,
a power analysis is conducted to ensure statistical
significance, with an estimated minimum of 300
respondents to enhance reliability (Cohen, 2020).

Data Collection Method

The study utilizes a self-administered
online survey as the primary data collection
instrument. The survey consists of structured
questionnaires designed to reflect the role of
accounting in  corporate restructuring. The
Questions are formulated using 4point Likert scale
to capture the degree of agreement or disagreement
with behavioural finance constructs (Fisher et al.,
2022).

To ensure reliability, internal consistency
is tested using Cronbach’s alpha, with a threshold
of 0.7 and above considered acceptable (Nunnally
& Bernstein, 2021). Construct validity is verified
through exploratory and confirmatory factor
analysis. Content validity is established through
expert reviews and pre-testing of the survey
instrument (Kline, 2020).

Data Analysis Techniques

Data collected were analysed using 4point Likert
and mean was used to address the objective of he
studies.

RESULTS

Table 1:Role of Accounting Practices in Diagnosing Financial Distress and Informing Corporate
Restructuring Decisions

SIN Item on the Ensures Adherence to Financial Laws Mean(x) Remark

and Restructuring Requirements

1 It identifies warning signs of distress through liquidity, 3.8

solvency, and profitability ratios.

2 Detects financial mismanagement, fraud, or errors that 3.9

contribute to distress.

Strongly agree

Strongly agree

3 Assists in renegotiating debt terms and assessing the 3.6 Strongly agree
impact of equity changes.

4 Helps in deciding whether to continue, restructure, or 3.7 Strongly agree
liquidate operations.

5 It Ensures adherence to financial laws and 3.5 Agree
restructuring requirements.
Mean of mean 3.7 Strongly Agree

Table 1 illustrates the critical role of
accounting practices in diagnosing financial
distress and informing corporate restructuring
decisions. The findings indicate strong agreement
among respondents on the significance of various
accounting functions in this domain, with an
overall mean of 3.7, which falls within the
"Strongly Agree" category. This suggests that
financial experts and stakeholders recognize the
indispensable contribution of accounting to
effective financial distress management and
restructuring processes.A key observation is the
mean value of 3.8 for the role of accounting in
identifying warning signs of distress through
liquidity, solvency, and profitability ratios. This
underscores the fundamental importance of
financial ratio analysis as an early detection tool.
Firms experiencing financial distress often exhibit
deteriorating  liquidity  positions,  declining
solvency, and reduced profitability, making ratio
analysis an essential mechanism for timely

intervention. The strong agreement on this item
highlights how critical it is for organizations to
proactively monitor financial metrics to avoid
severe disruptions.

Similarly, the ability of accounting
practices to detect financial mismanagement, fraud,
or errors that contribute to distress is rated at 3.9,
the highest mean score in the table. This strong
agreement underscores the role of forensic
accounting in corporate governance and financial
oversight. ~ Fraudulent  financial  activities,
misstatements, and accounting errors can severely
impact a firm's financial health, leading to
misinformed decision-making and regulatory non-
compliance. The high level of agreement on this
item suggests that firms should prioritize forensic
audits and internal controls to safeguard financial
integrity and mitigate risks associated with
mismanagement.The table also reflects strong
agreement, with a mean score of 3.6, on the role of
accounting in assisting with renegotiating debt
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terms and assessing the impact of equity changes.
This finding implies that financial restructuring
efforts must be data-driven and supported by robust
accounting  insights to  ensure long-term
sustainability.

Another essential function of accounting
practices is aiding in decisions on whether to
continue, restructure, or liquidate operations, which
has a mean score of 3.7. This highlights the reliance
on financial data and performance evaluations in
making strategic choices during financial distress.
Organizations facing severe financial difficulties
must decide whether to implement turnaround
strategies, restructure their business models, or
cease operations entirely. The strong agreement on
this role suggests that accurate and comprehensive
financial reporting is essential in making well-
informed, evidence-based restructuring decisions.

Lastly, the function of accounting in

ensuring adherence to financial laws and
restructuring requirements is acknowledged with a
mean score of 3.5, classified under "Agree." While
this score is slightly lower than the others, it still
indicates a substantial recognition of the role of
compliance and regulatory adherence in financial
distress management. The slightly lower agreement
level suggest that while compliance is critical,
other accounting functions, such as fraud detection
and financial ratio analysis, are perceived as more
immediate and impactful in diagnosing and
resolving financial distress.
Overall, the mean of mean score of 3.7, categorized
under "Strongly Agree,” reaffirms that accounting
practices are integral to diagnosing financial
distress and informing corporate restructuring
decisions.

Table 2:Impact of Financial Reporting Transparency on the Effectiveness of Turnaround Strategies and
Investor Confidence

SIN Item on Impact of Financial Reporting Mean(x) Remark
Transparency on the  Effectiveness of
Turnaround Strategies and Investor Confidence

1 Reduces uncertainty and builds investor confidence 3.9 Strongly Agree
in recovery plans.

2 It Enables timely intervention through clear 3.6 Agree
disclosure of financial struggles.

3 It Strengthens the legitimacy of turnaround 3.7 Strongly Agree
strategies

4 Helps investors and creditors evaluate the viability 3.9 Strongly Agree
of restructuring efforts

5 It ensures adherence to disclosure standards, 3.8 Strongly Agree
reducing legal risks.
Mean of mean 3.8 Strongly Agree

Table 2 underscores the profound impact
of financial reporting transparency on the
effectiveness of turnaround strategies and investor
confidence. The overall mean of 3.8, categorized
under "Strongly Agree," highlights the consensus
among respondents on the critical role of
transparency in stabilizing distressed firms and
fostering stakeholder trust. This finding suggests
that financial reporting serves as a cornerstone for
credibility and decision-making in corporate
recovery efforts.The role of transparency in
reducing uncertainty and building investor
confidence in recovery plans got Mean value of
3.9. This high level of agreement emphasizes the
importance of clear and accurate financial reporting
in reassuring investors and other stakeholders
during periods of financial distress.

Equally significant is the role of
transparency in helping investors and creditors

evaluate the viability of restructuring efforts, which
also received a mean score of 3.9. This finding
highlights the reliance of financial stakeholders on
disclosed information to assess whether a
company’s turnaround strategies are feasible and
sustainable. Lenders and investors need access to
accurate financial data to make informed decisions
regarding funding, refinancing, and continued
investment. The strong agreement on this item
suggests that firms experiencing financial
difficulties must prioritize full and honest
disclosure to maintain access to capital and market
confidence.The table also reflects the importance of
financial reporting in strengthening the legitimacy
of turnaround strategies, with a mean score of 3.7.
This finding underscores the necessity of credible
reporting in validating management’s efforts to
restore financial stability. The strong agreement on
this item suggests that companies undergoing

DOI: 10.35629/5252-0704570579

[Impact Factorvalue 6.18| ISO 9001: 2008 Certified Journal Page 575



\_% International Journal of Advances in Engineering and Management (IJAEM)

—

JAEM

Volume 7, Issue 04 April 2025, pp: 570-579 www.ijaem.net

restructuring should emphasize clear
communication of their financial position and
recovery plans to gain stakeholder support.

Another critical function of financial
transparency is its ability to enable timely
intervention through clear disclosure of financial
struggles, which has a mean score of 3.6,
categorized under "Agree." While slightly lower
than the other items, this value still indicates a
significant recognition of the role of early financial
disclosure in mitigating distress. The slightly lower
agreement level may suggest that while
transparency is essential, other factors such as
strategic  decision-making and  operational
adjustments also play key roles in effective
intervention.

Additionally, financial reporting
transparency is recognized for its role in ensuring
adherence to disclosure standards and reducing
legal risks, with a mean score of 3.8. The strong
agreement on this item suggests that organizations
must maintain high standards of reporting accuracy
to safeguard against legal repercussions and
maintain credibility in the financial markets.

The mean of mean score of 3.8, classified
under "Strongly Agree," reaffirms that financial
reporting transparency is a vital determinant of the
success of turnaround strategies and the restoration
of investor confidence.

Table 3:Influence of Cost Management and Budgeting Techniques on the Financial Recovery of
Distressed Firms

SIN Item on Impact of Financial Reporting Transparency Mean(x) Remark
on the Effectiveness of Turnaround Strategies and

Investor Confidence

1 It identifies high-cost, low-value processes to optimize 3.7 Strongly Agree
spending

2 It encourages justification of every expense to eliminate 3.8 Strongly Agree
wasteful spending.

3 It ensures liquidity management for short-term survival. 35 Agree

4 It reduces operational inefficiencies lowers 3.9 Strongly Agree
production costs

5 It Aligns spending with turnaround goals without 3.8 Strongly Agree
compromising essential operations.
Mean of mean 3.74 Strongly Agree

Table 3 highlights the significant influence
of cost management and budgeting techniques on
the financial recovery of distressed firms. The
overall mean of 3.74, categorized as "Strongly
Agree," indicates a strong consensus among
respondents regarding the critical role of these
financial strategies in stabilizing organizations
facing financial distress.

The role of cost management in
identifying high-cost, low-value processes to
optimize spending has a mean value of 3.7 . This
strong agreement emphasizes the importance of
cost analysis in eliminating  unnecessary
expenditures that do not contribute meaningfully to
operational efficiency or profitability. This finding
suggests that firms must prioritize data-driven cost
evaluations to maximize resource allocation and
enhance financial sustainability.

The table also shows a mean score of 3.8
for the role of budgeting techniques in encouraging
justification of every expense to eliminate wasteful
spending. This strong level of agreement highlights

the effectiveness of zero-based budgeting and other
strict cost-control methods in ensuring financial
discipline. The strong consensus on this item
suggests that organizations should adopt rigorous
budgetary reviews to maintain  financial
accountability and prevent unnecessary financial
strain.Another  significant aspect of  cost
management is its role in ensuring liquidity
management for short-term survival, which has a
mean score of 3.5, categorized under "Agree."
While this score is slightly lower than the others, it
still indicates a substantial recognition of the
importance of liquidity management in corporate
restructuring. The slightly lower agreement level
may indicate that while liquidity management is
crucial, other cost-reduction strategies, such as
optimizing operational efficiencies, may be
perceived as having a more direct impact on
financial recovery.

The highest-rated item in the table, is the
role of cost management in reducing operational
inefficiencies and lowering production costswith a
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mean score of 3.9. This finding underscores the
direct relationship between streamlined operations
and financial stability. The strong agreement on this
item suggests that financial recovery efforts must
be complemented by operational restructuring to
achieve sustainable outcomes.The role of budgeting
and cost management in aligning spending with
turnaround goals without compromising essential
operations is also rated highly, with a mean score of
3.8. This finding highlights the delicate balance
between cost-cutting measures and maintaining

core business functions necessary for long-term
viability. The strong agreement on this item
suggests that firms should adopt strategic cost-
management approaches that support restructuring
efforts while ensuring operational continuity.

The overall mean of mean score of 3.74,
classified as "Strongly Agree," reinforces the
pivotal role of cost management and budgeting
techniques in the financial recovery of distressed
firms.

Table 4:Effectiveness of Accounting-Based Performance Metrics in Measuring Post-Restructuring

SIN Item on Influence of Cost Management and Mean(x) Remark
Budgeting Techniques on the Financial Recovery of

Distressed Firms

1 Measures how efficiently assets post- 3.8 Strongly Agree
restructuring profits.

2 Evaluates financial leverage and stability post- 3.7 Strongly Agree
restructuring.

3 Indicates the firm's ability to sustain operations without 3.8 Strongly Agree
external financing.

4 Tracks improvements in cost efficiency and revenue 3.9 Strongly Agree
generation.

5 Determines  whether  restructuring created 3.5 Agree
shareholder value.
Mean of mean 3.74 Strongly Agree

Table 4 highlights the effectiveness of
accounting-based  performance  metrics  in
measuring post-restructuring success. With an
overall mean of 3.74, categorized as "Strongly
Agree,"” the findings emphasize that these financial
indicators play a crucial role in assessing the
stability and sustainability of firms after
undergoing restructuring. The strong level of
agreement suggests that stakeholders rely heavily
on accounting-based performance metrics to
evaluate the long-term impact of corporate
recovery efforts. The role of accounting-based
metrics in measuring how efficiently assets
generate post-restructuring profitsmean value of
3.8, which signifies strong agreement. This
underscores the importance of return on assets
(ROA) and other efficiency measures in
determining whether a firm is effectively utilizing
its resources after restructuring. The ability to
generate higher profits from existing assets is a
strong indication of financial recovery, as it reflects
improved operational effectiveness and strategic
resource allocation. This finding suggests that firms
must focus on asset optimization strategies to
enhance their post-restructuring performance and

demonstrate profitability improvements to investors
and stakeholders.

The table also reports a mean score of 3.7,
reflecting strong agreement on the significance of
accounting metrics in evaluating financial leverage
and stability post-restructuring. The strong level of
agreement suggests that firms must carefully
monitor their leverage ratios to ensure that their
restructuring efforts lead to a stable financial
foundation rather than prolonged financial
vulnerability.

Another important aspect of accounting-
based performance measurement is its ability to
indicate the firm’s ability to sustain operations
without external financing, which has a mean score
of 3.8, indicating strong agreement. This finding
highlights the reliance on cash flow metrics, such
as operating cash flow and free cash flow, to assess
whether a firm can function independently post-
restructuring. The strong agreement on this item
suggests that companies must prioritize cash flow
management to ensure sustainable operations
following restructuring.

With the highest mean score of 3.9, the
data reveals a strong consensus on the importance
of accounting metrics in tracking improvements in
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cost efficiency and revenue generation. This
finding underscores the necessity of performance
indicators such as gross profit margin, EBITDA,
and net profit margin in assessing whether
restructuring efforts have translated into financial
gains. The strong agreement on this item suggests
that firms must implement effective cost-
management  strategies while  simultaneously
exploring revenue-enhancing initiatives to achieve
long-term stability.

The role of accounting-based performance
metrics in determining whether restructuring has
created shareholder value is acknowledged with a
mean score of 3.5, categorized under "Agree."
While this score is slightly lower than the others, it
still signifies a substantial recognition of the
importance of value creation in post-restructuring
evaluation. Shareholder value metrics, such as
economic value added (EVA) and earnings per
share (EPS), provide insights into whether
restructuring efforts have yielded positive financial
outcomes for investors. The slightly lower
agreement level may indicate that while
shareholder value is important, other financial
metrics such as profitability, liquidity, and cost
efficiency are perceived as more immediate
indicators of restructuring success.

The mean of mean score of 3.74,
categorized as "Strongly Agree,” reinforces the
vital role of accounting-based performance metrics
in measuring post-restructuring success. These
findings suggest that firms must adopt a
comprehensive  approach  to  performance
evaluation, incorporating asset utilization, financial
leverage, operational sustainability, cost efficiency,
revenue generation, and shareholder value creation.
These insights highlight the need for a structured
financial monitoring framework to assess whether
restructuring efforts have successfully positioned
the firm for long-term stability and growth.

I11. CONCLUSION AND

RECOMMENDATION
The findings from the analysis of
accounting-based  performance  metrics  in
measuring post-restructuring success indicate that
these financial indicators play a crucial role in
assessing the effectiveness of corporate recovery
efforts. With an overall strong agreement on their
significance, the results highlight that firms must
rely on key metrics such as asset efficiency,
financial leverage, operational sustainability, cost
efficiency, revenue generation, and shareholder
value creation to determine the success of
restructuring initiatives. The strong consensus

among respondents suggests that organizations
should implement structured financial monitoring
frameworks to ensure that restructuring efforts
translate into sustainable financial health.

Based on these findings, it s
recommended that firms adopt a data-driven
approach to  post-restructuring  performance
evaluation, utilizing accounting metrics to track
improvements in profitability, liquidity, and
operational efficiency. Firms should also prioritize
optimizing asset utilization and cash flow
management to reduce reliance on external
financing while enhancing financial stability.
Additionally, firms must ensure that restructuring
efforts lead to measurable cost reductions and
revenue growth, reinforcing long-term
sustainability. Regular financial reporting and
transparency should be maintained to provide
stakeholders with a clear assessment of post-
restructuring performance, thereby enhancing
investor confidence and strategic decision-making.
Lastly, organizations should integrate shareholder
value metrics into their performance evaluation
processes to ensure that restructuring efforts
ultimately contribute to long-term value creation
and market competitiveness.
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