Stability, Dimensions of Financial Distress and Going Concern

Behrooz Badpa*

Assistant Professor, Department of Accounting, Faculty of Literature and Humanities, Ilam

University, Ilam, Iran, b.badpa@ilam.ac.ir
Mahdis Naseri
M.Sc. Student in Accounting, llam University, Ilam, Iran, mahdisnaseri901@gmail.com

Amin Ghanbari

M.Sc. Student in Accounting, llam University, Ilam, Iran, ghanbariamin1400@gmail.com

Abstract

Purpose: When the company is in a stable state, its value is enhanced from the perspective of
investors, creditors, and the general public, and the company's short-term and long-term
performance is determined as a function of multiple management policies. Considering that the
result of management policies can be evaluated with the value chain performance index of the
company, The purpose of this research is to investigate the effect of value chain performance on
profitability, financial stability, as well as financial health and going concern. On the other hand,
its effect on the company's bankruptcy risk has been investigated.

Method: The statistical population of the research includes all active companies in the Tehran
Stock Exchange; However, by applying the necessary restrictions, the number of 142 active
companies in the period of 11 years, i.e. from 2011 to 2021, has been examined. To measure the
performance of the value chain by purposefully determining the input and output variables,
Stochastic Frontier Analysis (SFA) function approach has been used. Also, multiple regression has
been used to test the research hypotheses.

Results: The findings of the research showed at the confidence level of 95%, the performance of
the company's value chain has a positive effect on the profitability index, financial stability, as well
as financial health and going concern. But they significantly have a negative effect on the
bankruptcy risk.

Conclusion: The results of the present research showed that the performance of the set of steps in
the value chain of listed companies, while improving the financial performance, had a favorable
effect on their financial health and stability, as well as their survival, and as a result, the probability
of their bankruptcy was reduced. Although the value chain performance evaluation index has a
score of less than 50%, the overall performance of companies can contribute to the economic
growth and development of the country and the optimal allocation of resources.

Contribution: Evaluating the performance of the set of components of the company's value
chain in the form of a single index is particularly important for researchers as a result of multiple
management policies; In addition, it can help in the proper selection of investors, the correct
assessment and advice of consultants and analysts, the decision-making and planning of company
managers, as well as the direction and control of the capital market and macroeconomics by
statesmen.
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1. Value chain performance 14. Diversification

2. Resource-Based Theory 15. Integrated marketing

3. Dynamic capability Theory 16. Jack’s Diner Surabaya

4. Marketing capabilities 17. Creative advertising campaigns

5. Research and Development (R&D)  18. Financial instability

6. Cash flow 19. Interaction orientation (10)

7. Financial distress 20. Organizational culture (OC)

8. Word-of-mouth (WOM) 21. Upstream activities

9. Competitive advantage 22. Differentiation Strategy

10. Scalability 23. Cost leadership

11. Kano model 24. Target costing (TC)

12. Lean manufacturing 25. Total quality management (TQM)
13. Economy of scale 26. Cobb-Douglas production function
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