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Abstract

COVID-19 pandemic period impedes business operations and world economic growth. This type of pandemic may happen again in the future. Hence, the
objectives of the study are to find out the pandemic effect on items in financial statements; to predict the future effect on items in the financial statements, and to
find out the role of government and organizations for future prevention of the adverse effects on financial statements due to the pandemic. The analysis is based
on a large number of publicly available sources, including research papers, governmental documents, and reports. The study has taken 8 ratios compared with 80
listed companies around the globe. During the pandemic period the magnitude of adverse effect on business operations depends upon the decision and actions
of external bodies (WHO, governments) and internal ones (organizations) parties. The findings revealed that the role of government and organizations for future
prevention of ‘Pandemic Effect on Financial Statements’ is vital to defend against future pandemic situations. This study has added a new discussion to the body
of knowledge, i.e. examining pandemic (COVID-19) effect on business operational activities and its financial statements; hence, an approach that is not widely
discussed in the previous studies.
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Bananne naHoemun (COVID-19)

Ha QVHaHCOBbIE NMoKa3aTenn:

DOJIb NPABUTENBCTBA M OPraHn3aLnm

B NpeaoTBpaLleHni HeratBHOMO BANAHNA
Ha CTpaTervio KOMNaHmm

M.M. TxorTo.u’
! Vuusepcurer Hussa (Oman)

AHHOTaUMA

Bo Bpemst nangemun COVID-19 nenoBsie onepaniy 1 SKOHOMAYECKHH POCT COKPaTHIINCH BO BceM Mupe. [1ockobKy TaHIeMHUH MOTYT CHOBA IIPOU30HUTH B Oy-
JyIeM, HeoOXOJHMO IIOHHMATh, Kakoi 3(h(eKT OHH OKa3bIBAIOT HA (PHHAHCOBBIE IOKA3aTeI! BEIIOIHEHUS CTPATETHH; KAK MOXKHO OHPEIEIIATh H IPOrHO3HPOBATh
Oyaymue 3GeKThl ¥ X BIHSHUE Ha CHIDKCHHE (DHHAHCOBBIX ITOKa3aTelell BBIIOIHEHHS CTPATETUH H BBIABILAT POJIb IPABUTENILCTBA U OPraHU3alUi B IPENOT-
BpAI[eHUU HEraTHBHOTO BIIMSHHUS Ha BHIIOIHEHUE (PUHAHCOBBIX IIOKA3aTeNel cTpaTeruy. AHAIN3 OCHOBAH Ha OOJIBIIOM KOJIHYECTBE OOIIETOCTYTHBIX HCTOUHHU-
KOB, BKJIIOYAsl HAYYHO-HCCIEIOBATEILCKIE PAOOThI, IPABUTEILCTBEHHBIC JOKYMEHTHI M OTYETHl. DMIMPHYECKOE UCCIISIOBAaHHE OCHOBAHO HA AaHAIM3€ BOCHMH
KITIOUEBBIX TTOKa3aTenelt 80 IMCTHHIOBBIX KOMIIAHMIT BO BceM Mupe. Pe3ynbraTsl MOKa3alll, 4To poJib IPABUTEILCTBA U OPraHU3alii o OymyIneMy IpefoTBpa-
LIEHUIO HETaTUBHBIX 3((PEKTOB Ha (PMHAHCOBBIE MOKA3aTeIN CTPATerUH KU3HEHHO Ba)KHBI JUIL 3aIl[UTHI OT BIMSAHUS TakuX 3¢ ¢exroB. HoBu3Ha nccnenoBanus
3aKIII0YAeTCs B JOOABICHUH 3HAHHIA 10 BIMSAHUIO HeraTUBHBIX 3¢ dekroB nannemun (COVID-19) Ha nenoBble oneparyy KOMIAHHI U BEIIOIHEHUE (PHHAHCOBBIX
noKasareleil CTpaTerny; KpoMe TOro, HCIOIb3yeMbIi OIXO0A He 00CY)KAaICs B MPEAbITYIINX HCCISJOBAHMSX U TO3BOIHUT IPOTHO3UPOBATH BIMSHUE ITAHIEMUH
Ha BBINOJHEHNE (PMHAHCOBBIX MOKA3aTeNel CTpaTeruu.

Ki1ioueBble ¢J10Ba: IPOrHO3UPOBaHKE, (PHHAHCOBBIC OKA3aTeIN CTPATErHy, IPaBUTENbCTBO, Hangemusi, COVID-19.

AAS ULUTUPOBAHMSI:
Txorromu M.M. (2021). Bmusaue nannemun (COVID-19) Ha ¢uHaHCOBEIE ITOKa3aTeIH: POIIb IPABUTEILCTBA U OPraHU3alUi B IPEIOTBPAIICHIN HETATUBHOTO
BIIUSIHUS Ha CTpATeruro Komnanuu. Cmpamezuueckue pewenus u puck-menedxrcmenm, 12(2): 138-149. DOL: 10.17747/2618-947X-2021-2-138-149.

1. Introduction is doing well, the business could not able to achieve their aim
[Adrian, 2019; Mathuva et al., 2019]. Cash and profit are con-

Financial statements include income statements, statements sidered the lifeblood of any business [Mazzarol, Reboud, 2020].

of financial position, cash flow statements, and statements of Fair financial statements are helpful for stakeholders including
equity shareholders. If there are no accurate, timely and regular managers, shareholders, investors, banks, government, tax in-
financial statements, even if one who believes that the business spectors, and so on to make the right decision [Davern et al.,
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2019; Weetman, 2019]. The preparation of financial statements
is compulsory as a legal requirement [Gahlot et al., 2019; Pelekh
et al., 2020]. Unqualified audited financial statements ensure the
presence of applicable accounting standards (International Ac-
counting Standards — IAS) [Adrian, 2019; Jatmiko et al., 2019]
and Generally Accepted Accounting Principles (GAAPs) [Routh
et al., 2019]. These statements are used by different stakehold-
ers for different decision-making [Weetman, 2019; Birt et al.,
2020]. Concepts and a clear understanding of accounting, finan-
cial statements, and budgeting [Reichard, Kiichler-Stahn, 2019]
helped take the right decision at the proper time in order to direct
the business towards its financial success [Birt et al., 2020].

Governments, income tax departments, security exchanges
compel companies to prepare their financial statements on a quar-
terly basis [Mao, Wu, 2019] that might use company management
to guide and control future financial requirements [Kajiiter et al.,
2019]. The COVID-19 pandemic impeded business operations
[Koonin, 2020] and economic growth [Barro et al., 2020] around
the world and it continues as a universal phenomenon [Crank et al.,
2019]. Since the universe has faced many diseases in pandem-
ic scales, it badly affects major business operational activities
[Koonin, 2020]. It is obvious that the pandemic, say, novel coro-
navirus has been controlled by many countries [Wu, McGoogan,
2020], a lot of measures have been taken by both government (ex-
ternal) and business organizations (internal) [Zhang et al., 2020].
The measures taken by both external and internal bodies of such
countries as Italy, the United States, Spain, Germany, France, and
Iran have not limited the spread of COVID-19 among citizens
[Zhou et al., 2020]. Pandemic leads to lockdowns in many coun-
tries that impede business operations [Kruger et al., 2020]. Still
pandemic has less affected some businesses like food and pharma
industries. This set of nosy challenges calls researchers to study
the role of governments and organizations regarding financial
statements according to the industry. Hence the objectives of the
study are to find out the role of governments and organizations
for future prevention, ‘pandemic effect on financial statements,
based on comparing current quarterly/yearly financial statements
with previous ones in industries/organizations; and to predict the
future effect on such organizational financial statements. Later,
financial statements were compared to the pandemic effect on the
economy that highlights the role of governments and organiza-
tions for future prevention.

Fig. 1. Schematic diagram of research framework
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The study has proposed an innovative framework in which
it defined four major independent variable measures taken by
external bodies (governments, WHO), internal institutions (or-
ganizations), scientific and controlled measures, unscientific
and uncontrolled measures that affect dependent variables (busi-
ness operational activities and financial statements). The current
study chose these four essential independent elements (factors)
to represent the characteristics for certain reasons. These are all
the important factors influencing business operations as well as
financial statements in general. Hence the following theoretical
framework has been developed. The relationship measures taken
by external bodies (governments), internal institutions (organ-
izations), scientific and controlled measures, unscientific and
uncontrolled measures with business operational activities and
Financial Statements are shown in fig. 1.

9. Literature review

Comparative or common-size income statement and state-
ment of financial position help to understand the causes of dif-
ferences in operational financial performance between two pe-
riods [Dinger et al., 2018; Salma, Hussain, 2018; Robinson,
2020] and can be used to predict future trend [Chen et al., 2018;
Linares-Mustaros et al., 2018; Hosaka, 2019]. Accounting ra-
tios and trend analysis can be used for more threadbare and
predicted future analysis [Jayasekera, 2018; Le, Viviani, 2018;
Linares-Mustaros et al., 2018; Bateni, Asghari, 2020]. Comparing
financial statements with two periods helps to prepare forecast-
ed financial statements [Hasanaj, Kuqi, 2019; Henry et al., 2020;
Thottoli, 2021a; 2021b]. An effective analysis of financial state-
ments leads to understanding the value of a business. [Ani, Odo,
2019] analyzed current financial statements to predict the profita-
bility and risk of an organization [Kamar, Fatihah, 2018; Wagqas,
Md-Rus, 2018; Ali, Puah, 2019; Campbell et al., 2019]. Effective
analysis of financial statements helps to assess the quality of the
firm’s financial statements [Cantele, Zardini, 2018; Muda et al.,
2018; Robinson, 2020]. Financial statement analysis helps to un-
derstand the operational performance of any company [Marjano-
vi¢ et al., 2018]. Identifying industry and economic characteristics
is possible using the analysis of financial statements [Miiller et al.,
2018]. The interim financial report predicts future effect on organ-
izational financial statements [Nainggolan, 2018].

Innormal economic conditions, most successful organizations
continue to operate their business the same or better way. It has
been found that organizational operational activities are adverse-
ly affected during the outbreak of any pandemic, which is now a
normal phenomenon in every decade [Bhardwaj, 2020]. Pandem-
ic will negatively affect organizations’ operational, financial, and
revenue aspects [Williams, Kayaoglu, 2020]. The task of organi-
zations is to take all the necessary measures to prevent pandemic
situations, and it depends on the governments and tax author-
ities’ situational decisions/actions through implementing emer-
gency rules/decrees/orders [Di Saverio et al., 2020; Saleh et al.,
2020]. The governments with reserve banks may implement sup-
portive financial measures to overcome adverse economic conse-
quences especially during a pandemic such as a Coronavirus dis-
case 2019 [Adams, Walls, 2020]. Since pandemic is a social and
communal influential factor, the organization and its employees
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should also take scientific and controlled measures to eliminate
such situations within a short period of time [Alabdullah et al.,
2020; Cirrincione et al., 2020; Tan et al., 2020].

2.1. Business operational activities and financial statements

Business operational activities are the core daily routine that
an organization needs to pay attention to in order to get revenues.
Manufacturing or production, selling, administration, marketing
[Thottoli, Thomas, 2021], customer services are some of the op-
erational activities of any organization. Well-planned operational
activities help organizations to achieve better cash flows and to
maintain and/or increase the net income of the business. Finan-
cial statements help make smart business move and keep value
and reputation [O’Brien, 2019]. Financial statements are the ba-
sis to get a loan or attract investors. Thus, it is important for any
business to keep an eye on its operational activities much better
than before. Operational activities are the principal revenue-pro-
ducing activities [Hasanaj, Kuqi, 2019; Yosvid, 2020].

2.2. Scientific and controlled measures taken
by external (3overnments and WHO)

Social awareness is considered to be the first step that gov-
ernment has to take as an initiative. Basic facilities such as food,
masks, soap, sanitation materials and so on should be provided
at the grass root level by the government especially to the un-
derprivileged and downtrodden living in slum areas. Healthcare
and adequate testing facilities in every ward in the country need
to be provided by the local government or authorities. Govern-
ments should take an initiative to identify and isolate violators
whenever required using strict policy. After all strict follow-up
action against the lockdown, violators are to be followed up.
Stay-at-home orders, business closures, and travel restrictions
are brought in by heads of health emergencies to counteract
the spread of COVID-19. WHO is currently taking precau-
tionary measures/advice to protect people from the spread of
COVID-19. Interventions, such as intensive contact tracing fol-
lowed by quarantine and isolation, can effectively reduce the
spread of COVID-19. Under the most restrictive measures, the
outbreak is expected to peak within two weeks (since January
23, 2020) with a significantly low peak value. With travel re-
strictions (no transportation of exposed individuals to Beijing),
the number of infected individuals in seven days will decrease
by 91.14% in Beijing, compared to the scenario of no trav-
el restriction. Collaborative efforts are required to combat the
novel coronavirus, focusing on both persistent strict domestic
interventions and vigilance against exogenous imported cases.
Community-wide containment is an intervention applied to an
entire community, city, or region, aimed at reducing personal
interactions, except for minimal interaction to ensure vital sup-
plies. From a policy perspective, understanding whether and
how communities respond to government actions is crucial. So-
cialization of coronavirus in the USA reveals that fear about the
pandemic disease has taken initiatives from the governmental
side to the society and general people, placing pressure among
prospective customers and heading to regulatory reaction and a
substantial societal backlash [Andriani, 2020; Brammer et al.,
2020]. These measures help return to the normal situation which
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will, in turn, help increase the turnover of the business. These
scientific and controlled measures taken by the governments and
WHO can lead to the economic growth in short term. Hence, it
is hypothesized that:

HI: During pandemic period scientific and controlled meas-
ures taken by external bodies (governments and WHO), adverse-
ly affect business operational activities and financial statements.

2.3. Unscientific and uncontrolled measures taken
by external (3overnments & WHO)

Research on China and South Korea shows, that early gov-
ernmental action and cooperation with the population can slow
down the uncontrolled spread of the pandemic. A weak approach
of government to control the pandemic may lead to communal
spreading. Improper measures at the initial stage by the govern-
ment may lead to the spreading of the virus in the society. Poorly
tested facilities are another inability of the country to control the
spreading of the virus. A situational communication/instruction
of good health and safety measures during the pandemic period
is important to avoid the spread of such viruses. The measures
should be taken by local/state/health organizations as soon as
possible before spread of the disease in the community. This can
be evident that in countries like the UK and the the US, the gov-
ernments were swift to institute scientific controlled measures to
alleviate corporate debt [Amankwah-Amoah et al., 2021]. Hence,
it is hypothesized that:

H2: During the pandemic period unscientific and uncon-
trolled measures taken by external bodies (governments and
WHO) adversely affect business operational activities and finan-
cial statements.

2.4. Scientific and controlled measures taken
by internal institutions (organizations)

To sustain and thrive in uncertain times brought forward
by COVID-19, organizations must explore new ways of coop-
eration. This has placed a spotlight on the need for corporate
resilience and the ability to embrace virtual collaboration tools
and practices. The researcher has observed that most of the
companies have to require digital technologies to reduce office
hours. It is not necessary for organizations to operate with a
100 percent presence of employees. They have implemented
social distancing and quarantine measures. The staff is working
from different locations, either in the office or at home. Staff
members who have returned from abroad or who have even
mild cold symptoms are working from home for a minimum of
14 days. All business trips are suspended. Digital tools for in-
ternal and external meetings are used, and reception of visitors
is stopped. Public events and seminars are not organized. This
makes the companies remain operational and continue making
disbursements to its customers. It is necessary to follow recom-
mendations published by WHO. Ban on lunch breaks to avoid
crowds has been introduced. Masks and hand sanitizers should
be given to all employees. Close and constant monitoring of
international developments, including instructions issued by
relevant local and national authorities should be observed. In-
ternal task forces in the areas of operations, business, and gen-
eral crisis management were formed. This continues to operate
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a business without much disturbance [Untaru, Han, 2021]. It
was found out that the scientific and controlled measures taken
by organizations against the COVID-19 virus positively affect-
ed both customer safety and business operations. Hence, it is
considered that:

H3: During pandemic period scientific and controlled meas-
ures taken by internal (organization), adversely affect business
operational activities and financial statements.

2.5. Unscientific and uncontrolled measures taken
by internal institutions (organizations)

An effective Business Continuity Management (BCM) pro-
gram is a critical component of successful business management.
Experience shows that typically over 50 percent of businesses
without an effective business continuity plan will ultimately fail
following a major disruption. Thermal screening is mandatory
for all the staff. If there are no strategies using a cost-effective
approach, and without taking into consideration key resources or
critical activities, people, Information Communication Technol-
ogy (ICT), supplies, and facilities may adversely affect business
operations. Product packing and production information should
be looked into if it is necessary. Unreasonable dismissal of an
employee who has care-giving obligations related to COVID-19
may spoil business. Not providing employees with adequate re-
sources to work from home is another key area. Many organi-
zations are now requiring their staff to work from home, which
can further increase the risk as enterprise network security safe-
guards are not always available to home-users, and some users
may be forced to use their systems at home that may not have
the same level of protection. Despite the working conditions,
employees must be especially vigilant right now for malicious
attacks that attempt to exploit the pandemic and people’s fears.
This is important for both working in the office and at home.
This concept has been supported by [Hu et al., 2021]. The re-
searchers expressed the idea that failure to obey COVID-19 or-
ganizational protection measures may jeopardize the health and
protection of employees, business operations, and the public.
Hence, it is hypothesized that:

H4: During pandemic period unscientific and uncontrolled
measures taken by internal institutions (organizations), adversely
affect business operational activities and financial statements.

Pandemic (COVID-19) effect on financial statements: The role of government and organizations for future prevention
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Fig. 2. Region & Industry classification for analysis
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3. Methods

The analysis is based on a large number of publicly available
sources, including research papers, government documents, and
reports. The paper aims to triangulate the validity of the data with
multiple sources. The study has taken 8 ratios compared with 80
listed companies around the globe. Further, as a part of the meth-
odology, the current study has used secondary data after consid-
ering organizations’ current quarterly financial statements with
previous ones to reach the predicted financial results. This result
has later been cross-compared with pandemic (COVID-19) af-
fected (according to the data of COVID-19 statistics provided by
World Health Organization — WHO) economies. Organizations
were grouped geographically as well as industry types. During
the pandemic period, the magnitude of adverse effect on busi-
ness operations depends upon the decision and actions of external
bodies (WHO, governments) and internal institutions (organiza-
tions).

In this study, industries were grouped under essential (Group
A) and non-essential (Group B) during the pandemic. Food and
Pharma (Industry I) industries are grouped as essential indus-
tries whereas Automobile and Textile (Industry II) industries are
grouped as non-essential industries during the pandemic period.
For industry sample selection, the regions were segregated ac-

Table 1
List of accounting ratios used as variable
Tab6muia 1
KoadduiyenTsl, ncrnonbp3yeMble B Ka4eCTBe ePEMEHHBIX

Gross Profit Ratio

Operating Profit Margin
Profitability ratios Net Profit Ratio

Return on assets

Return on Capital Employed
Liquidity Ratio Current Ratio

Acid Test (Quick) Ratio
Source: [Olson, Zoubi, 2008].
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Gross profit/revenue

OPM Operating profit/revenue

NPR Net profit/revenue

ROA Net income/average assets
ROCE Avg. capital employed/net profit
CR Current assets/current liabilities
ATR Quick assets/current liabilities
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Table 2
COVID cases comparison (WHO Region)

Tabnuma 2
Cpasuenue ciayyaes COVID

Group WHO Region Confirmed Cases Percentage (%)
. Americas 3084517 47 81
Group A Region
Europe 2211148 34
Eastern Mediterranean 587030 9 19
Southeast Asia 322863
GriompI it Western Pacific 188393
Africa 121104 2
Total 6515796 100

Sources: calculated by the author as per the data (WHO Coronavirus Disease (COVID-19) Dashboard, Data last updated: 2020/6/5, 10:41

am CEST).

Fig. 3. COVID cases comparison (WHO Region)
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Fig. 4. WHO coronavirus disease (COVID-19) dashboard,
Data last updated: 2020/6/5, 10:41 am CEST
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Fig. 5. WHO coronavirus disease (COVID-19) dashboard,
Data last updated: 2020/6/5, 10:41am CEST")
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cording to groupings made by WHO based on COVID-19 con-
firmed cases (fig. 1 and fig. 2). Americas and Europe appeared
as one group, Group A Region, and rest of the region (Southeast
Asia, Western Pacific, and Africa) formed another group, Group
B Region. The study investigates two industries in each region,
where 20 companies in every industry were taken as a sample,
and the total number consists of 80 companies. The sample for
the study has limited to 80 since there is not enough published
financial information during the current study.

3.1. Variables of the research and its measurements

This study has used various measurements (accounting ra-
tios) as variables for assessing the financial performance of any
organization (fig. 2 and table 1, list of accounting ratios used for
the analysis [Olson, Zoubi, 2008]):

The paper also takes impairment of assets of various selected
companies for comparative analysis.

Fig. 6. WHO coronavirus disease (COVID-19) dashboard,
Data last updated: 2020/6/5, 10:41 am CEST)
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Source: https://covid19.who.int/?gclid=EAIalQobChMI_M3Cutrq-
6QIVCIBQBh2BKQVREAAYASAAEKSY D BwE.

"https://covid19.who.int/?gclid=EAIalQobChMI_M3Cutrq6QIVCIBQBh2BKQVREAAYASAAEgKSY D_BwE. Date of access: 5-6-2020.
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4, Results and discussion

As per the WHO COVID-19 dashboard,
there are 6,515,796 confirmed cases re-
ported around the world at the time of this
study (2020.06.05). Among them, 3,084,517
confirmed cases (which is around 47%) are
widespread in Americas and 2,211,148 con-
firmed cases (which are 34%) exist in Eu-
rope. Hence, 81% of confirmed cases are in
Group A Region. Whereas remaining 19%
confirmed cases are from Group B Region

(table 2, fig. 3-6). T A

283 2 ] I
R L) 478 S8I] Amo8  -i15ge 499 isos] 4 o590 o945 1.77] 511 205 104 425
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Table 3
Group A & Group B, Industry I
Ta6nuia 3
Ipynner A n B, orpacns I

Calculaiesd b the watlver a5 per the daea from S0k exchanges from Amercas wd Seck exchanges fom Elreps

The findings show a high spread of the virus in Group A
Region in comparison to Group B Region. 81% confirmed cas-
es fall under Group A Region, whereas 19% confirmed cases
are under Group B Region. This result depends on the meas-
ures taken by external (governments) and internal organiza-
tions. Unscientific/uncontrolled measures taken by Group A
region lead to spreading of virus whereas scientific/controlled
measures taken by Group B region resulted in low spread of
the virus.

4.1. Group A & Group B, Industry |

Group A region (Americas and Europe) and Group B (South-
cast Asia, Western Pacific, and Africa) region, considering 20
selected companies from each Group under Industry type I (es-
sential products such as food and pharma), showed a comparative
result as discussed below:

Table 3, Gross profit Ratio (Group A, Industry I and Group
B, Industry I) does not show many variations in Industry I in both
regional groups.

The result shows that the industries producing essential prod-
ucts such as food and pharmaceuticals have not faced adverse
effects on their business operational activities as well as their fi-
nancial statements. Therefore, the company was keeping stable
gross profit in comparison to Q 2020 and Q 2019.

Table 3, Operating profit margin (Group A, Industry I and
Group B, Industry I) does not show many variations in Industry
I in both regions A and B.

The result prooves that the industries
producing essential products such as food
and pharmaceuticals have not faced ad-
verse effects on their business operational
activities as well as their financial state-
ments. Therefore, the company was keep-

Company Current Ratio

Group B, Industry T

(Q1,'19)

the company could not be able to keep a stable net profit margin
in comparison to Q 2020 and Q 2019.

Table 3, Return on assets (Group A, Industry I and Group B,
Industry I) shows a decreasing trend in Industry I in region B in
comparison to region A.

The result shows that the industries producing essential
products such as food and pharmaceuticals have faced negative
effects on their business operational activities as well as their
financial statements. Therefore, the company could not be able
to keep a stable return on assets in comparison to Q 2020 and
Q2019.

Table 3, Return on capital employed (Group A, Industry I and
Group B, Industry I) shows a decreasing trend in Industry I in
region B in comparison to region A.

The result shows that the industries producing essential prod-
ucts such as food and pharmaceuticals have faced adverse effects
on their business operational activities as well as their financial
statements. Therefore, the company could not be able to keep a
stable return on capital employed in comparison to Q 2020 and
Q2019.

Table 4, Current ratio (Group A, Industry I and Group B, In-
dustry I) shows no much variations in Industry I in both regions
A and B.

The result shows that the industries producing essential prod-
ucts such as food and pharmaceuticals have faced adverse effects
on their business operational activities as well as their financial
statements. Therefore, the company could not be able to keep
stable current assets in comparison to Q 2020 and Q 2019.

Table 4
Group A & Group B, Industry I
Tabnuua 4
Ipynner A n B, orpacnb I

Group A, Tnadstry 1

Acid Test Ratio
(Q1'19) _ (QL.'20)

Current Ratio
(Q1,'20)

g Capital Ratio
(Q1.'20)
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Table 4, Acid test (Quick) ratio (Group A, Industry I and
Group B, Industry I) shows a decreasing trend in Industry I in
region B in comparison to region A.

The result shows that the industries producing essential prod-
ucts such as food and pharmaceuticals have faced adverse effects
on their business operational activities as well as their financial
statements. Therefore, the company could not be able to keep
stable quick assets in comparison to Q 2020 and Q 2019.

Table 4, Working capital ratio (Group A, Industry I and
Group B, Industry I) does not show many variations in Industry I
in both regions A and B.

The result proves that the industries producing essential prod-
ucts such as food and pharmaceuticals have faced adverse effects
on their business operational activities as well as their financial
statements. Therefore, the company could not be able to keep
stable working capital in comparison to Q 2020 and Q 2019.

Table 5, Impairment of assets (Group A, Industry I and
Group B, Industry I) shows an increasing trend in Industry I in
region B compared to region A.

The result shows that the industries producing essential pro-
ducts such as food and pharmaceuticals have faced adverse ef-
fects on their business operational activities as well as their finan-
cial statements. Therefore, the companies are having impairment
of assets at a higher rate compared to Q 2020 and Q 2019.

Results of the tested hypothesis

Scientific and controlled measures taken by external bodies
(governments and WHO), adversely affected business operation-
al activities and financial statements. Scientific and controlled
measures taken by internal institutions (organizations), nega-
tively affected business operational activities and financial state-
ments. Therefore, HI and H3 are supported.

Table 5
Group A & Group B, Industry I
Tabmuua 5
Ipynnet A u B, orpacis I
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4.2. Group A and Group B, Industry Il

Group A region (Americas and Europe) and Group B (South-
cast Asia, Western Pacific, and Africa) region, results of 20 se-
lected companies from each Group A and B in Industry type II
(non-essential products such as automobiles and textile prod-
ucts), showed a comparative result as discussed below:

Table 6, Gross profit ratio (Group A, Industry II and Group
B, Industry II) shows that there is a slight adverse variation in
Industry II in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobiles and textile products have faced ad-
verse effects on their business operational activities as well as
their financial statements in region A (badly affected by virus,
COVID-19). Therefore, the company could not keep a stable
gross profit in comparison to Q 2020 and Q 2019.

Table 6, Net profit margin (Group A, Industry Il and Group B,
Industry IT) shows that there is highly adverse variation in Indus-
try II in region A compared to region B.

The result shows that the industries producing non-essential
products such as automobiles and textile have faced negative ef-
fects on their business operational activities as well as their finan-
cial statements in region A. Therefore, the company could not
keep a stable net profit margin in comparison to Q 2020 and Q
2019.

Table 6, Net profit ratio (Group A, Industry II and Group B,
Industry II) shows that there is highly adverse variation in Indus-
try I in region A compared to region B.

The result shows that the industries producing non-essential
products such as automobiles and textile have faced adverse ef-
fects on their business operational activities as well as their finan-
cial statements in region A. Therefore, the company could not
keep a stable net profit in comparison to Q 2020 and Q 2019.

Table 6, Return on assets (Group A, Industry I and Group B,
Industry II) shows that there is highly adverse variation in Indus-
try I in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobiles and textile goods have faced adverse
effects on their business operational activities as well as their
financial statements in region A. Therefore, the company could
not get a stable return on assets in comparison to Q 2020 and
Q2019.

Table 6
Group A & Group B, Industry IT
Tab6nuiia 6
Ipynmsr A n B, orpacns I1
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Table 6, Return on capital employed (Group A, Industry II,
and Group B, Industry IT) shows that there is highly adverse vari-
ation among Industry II in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobiles and textile goods have faced adverse
effects on their business operational activities as well as their fi-
nancial statements in region A.

Therefore, the company could not get a stable return on capi-
tal in comparison to Q 2020 and Q 2019.

Table 7, Current ratio (Group A, Industry I and Group B, In-
dustry II) shows that there is highly adverse variation in Industry
IT in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobiles and textile goods have faced adverse
effects on their business operational activities as well as their fi-
nancial statements in region A. Therefore, the company could not
be able to maintain adequate current assets in comparison to Q
2020 and Q 2019.

Table 7, Acid-test (Quick) ratio (Group A, Industry II and
Group B, Industry IT) shows that there is highly adverse variation
in Industry II in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobiles and textile goods faced adverse effects
on their business operational activities as well as their financial
statements in region A. Therefore, the company could not be able
to maintain adequate quick assets in comparison to Q 2020 and
Q 2019.

Table 7, Working capital ratio (Group A, Industry II and
Group B, Industry II) shows that there is slight adverse variation
in Industry II in region A compared to region B.

The result shows that the industries producing non-essential
items such as automobile and textile goods face adverse effects
on their business operational activities as well as their financial
statements in region A.

Therefore, the company could not be able to maintain ade-
quate working capital in comparison to Q 2020 and Q 2019.

Table 7
Group A & Group B, Industry II
Tabmuma 7
Ipynnset A u B, orpacs 11
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Table 8
Group A & Group B, Industry II
Tabnuia 8
Ipynmsr A u B, orpacns II

Group A, Indostry I Group B, Indostry 1T
Imapairement of
Assets (Change %) Assets (Change
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Table 8, Impairment of assets (Group A, Industry II and
Group B, Industry II) shows that there is a high increase in varia-
tion in Industry II in region A compared to region B.

The result shows that the majority of the industries producing
non-essential items such as automobile and textile goods faced
adverse effects on their business operational activities as well as
their financial statements in region A. Therefore, the companies
are facing impairment of assets at a higher rate in comparison to
Q2020 and Q 2019.

Unscientific and uncontrolled measures taken by external
bodies (governments & WHO), adversely affect business opera-
tional activities and financial statements. Unscientific
and uncontrolled measures taken by internal institu-
tions (organizations), negatively affect business op-
erational activities and financial statements. There-
fore, H2 and H4 are supported. Thus, the findings
revealed that during the pandemic as a phenomenon,
the measures taken by external bodies (governments,

os:  aze World Health Organization (WHO)) and internal in-
e71 e stitutions (organizations) play a vital role in the de-
.51 813 . . . .

ass ax| gree of repercussion effect in economic and business
wer o8 gperations and they will, in turn, affect organizational
086 a1z .

w22 e8] financial statements.

035 067
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089 015 .

Ges o O. Conclusion
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062 843 .

062 067 Based on the results of the research and discus-
oo av sion, it can be concluded that the measures taken by
58 o7 external bodies (governments, World Health Organ-
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effect in economic and business operations and they will, in turn,
affect organizational financial statements during the pandemic
period.

Thus, this study has obtained unique findings as compared
to previous studies. Furthermore, such a research in the field
of pandemic effects on financial statements provides novelty
in the world literature. This is thanks to the knowledge of the
researchers; there was no empirical study that combined these
variables and evaluated their empirical significance. The find-
ings confirmed that there is a positive relationship between four
hypothesis. Scientific and controlled measures taken by external
bodies (governments and WHO), low adversely affected business
operational activities (revenues, manufacturing/production, in-
ventory, expenses) and financial statements (profitability, liquid-
ity, impairment of assets, wealth and dissolution). Scientific and
controlled measures taken by internal institutions (organizations)
adversely affected business operational activities (revenues,
manufacturing/production, inventory, expenses) and financial
statements. Unscientific and uncontrolled measures taken by ex-
ternal bodies (governments and WHO) adversely affected busi-
ness operational activities and financial statements (profitability,
liquidity, impairment of assets, wealth and dissolution). Unsci-
entific and uncontrolled measures taken by internal institutions
(organizations) adversely affected business operational activities
and financial statements towards business operational activities
(revenues, manufacturing/production, inventory, expenses) and
their financial statements (profitability, liquidity, impairment of
assets, wealth and dissolution). The findings also suggest the role
of governments and organizations for future prevention of ‘Pan-
demic Effect on Financial Statements’ that can be relied upon to
fight with future pandemic situations.

In the future, even small and medium enterprises can also
incorporate automated accounting software [Muneerali, 2020;
Thottoli, 2020] to set aside a provision for such future pandemic
contingencies. Information communication technology (ICT) en-
abled auditing to help professional auditors examine those statu-
tory provisions on pandemic in any organization [Thottoli et al.,
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6. Significance of the study

This study is the first to suggest strengthening economic
stability for a country during a pandemic era. Since pandemic
is a universal disease which has already happened many times -
smallpox, tuberculosis, plague, influenza pandemic, flu pandem-
ic (HIN1), HIV/AIDS and current coronavirus pandemic. This
pandemic impedes business operations and economic growth
around the world as a universal phenomenon; governments and
WHO are required to take well-organized scientific/controlled
measures. This may help the government to keep statutory mon-
ey reserve for coping with pandemic situations in the future. For
example, the government keeps a certain budgeted amount for
defense. Further, we can think of the various organizations to
keep an adequate statutory reserve for facing such pandemic sit-
uation in the future, as well as this current study may assist the
policymakers in various world organizations, ministry of health
and governments, in particular, to implement wise and deliberate
policies that can cope with a future pandemic situation.

7. Limitations and future research

The key goals established for this research were the identi-
fication of the factors that affect business operational activities
during the pandemic period. However, this research has not
touched upon the cultural aspects of each country that might be a
barrier to implement strict governmental rules and policies. This
study has considered four types of industries, moreover it can
be applied for other types of industries too. Further research is
necessary to extend and replicate this study to cultural and other
spheres — geographical and economic environments to provide
this wider support.
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