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Abstract 

 This paper is about the performance of paper and board industry after and before 
recession in Pakistan with the help of financial accounting ratios. We took the four 
SECP registered companies security paper mill, century paper mill, packages 
limited, and cherat paper mill in paper and board industry. Data was collected from 
KSE&SBP sites.  The financials ratios that will be used return on asset, (ROA) return 
on equity, (ROE) earnings per share, (EPS) and debt to equity ratio (DTE). The 
macro economic variables also will be used annual export rate, (AER) gross 
domestic product, (GDP) industrial production growth, (IPG) to indicate the growth of 
Pakistan economy since 2005 to 2011. According to graphs and tables (1 to4) the 
economic growth of Pakistan reached   at maximum level in 2005 and then suddenly 
not became decreased but also gone toward negative in 2009. The application of 
research is applied and type is non causal. The research mood is quantitative. We 
used the conceptual frame work. The different researches did work on performance 
and financial crises and identified the results as per their researches. Performance is 
very important for achieve the specific goals the efficiency measurement is one 
aspect of performance. Efficiency can calculated when we get maximum output with 
minimum input. The ROA, ROE and EPS of companies decrease after recession. 
The ROA, ROE and EPS depend on company’s net income. The change in interest 
rate, foreign exchange rates and equity prices due to recession affects the 
company’s income or the value of its financial holdings of financial instruments. 
Mostly companies growth decline after the recession. The security paper mill only 
survives pretty good after recession as compare to others.  
  
Introduction: 
The wood is not in paper form perhaps 
being one of previous writing material. 
They were enclosed with other 
material like wax or mud to make 
writing. At the time of alexar der, s 
incursion barks of trees used as a 
long-lasting writing material northern 

vicinity of Pakistan. The copper plates 
establish use   as a writing material 
intended for 500 years back in Indus 
valley the metals are gold and silver 
additionally used for the principle in 
some other antique society palm tree 
leaves were used in India and sought 
East Asia for writing in crusty paper 
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form the bamboo can was used in 
chain a for perpendicular writing. The 
silk and cloth are also used in Asia for 
writing bones were used in Africa and 
Asia for writing. The most excellent 
know paper material was invented in 
Egypt in the name of papyrus. In 1844 
first time white paper was produced. 
Now the question is why paper 
produced? Paper was used for 
wrapping and safety of poisonous 
medicine. On the other hand silk was 
expensive bamboos had heavy to 
carry. It was difficult to save data 
through bones palm tree leaves gold 
and silver. Board of finance used 
millions of paper per year for annual 
assessment. Paper was folded and 
sewn in to square bags to preserve 
flavor of tea. Europe learn the art of 
paper making when Muslim lost Spain 
at the time of European empire wood 
was introduce as the main raw 
material for paper production. the 
improvement is start in paper 
production industry At the time of 
independence in 1947, Pakistan had 
no paper and board industrialized unit. 
Pakistan is also one of the few 
countries in the world where 
agricultural waste and Neutral Sodium 
SULPHATE cooking process is used 
to produce paper.  The paper is used 
approximately each and every field of 
life as educational and non educational 
formal non formal causal and social. 
we are using paper at every inch of our 
daily life i.e. books notebooks dairies 
newspaper magazine latter pads 
different type of card raping paper 
binding sheets envelops bags for 
carrying grocery the capacity of paper 
and board industry.(6) 
Performance: 
Performance is a quality of any 
company or firm which can be 
achieved by helpful results. For 
example, a firm having high return on 
asset (ROA) is said to be performing 
well. But having high ROA is not sign 

of good performance: there are some 
other variables to be considered such 
as earning per share (EPS), return on 
equity (ROE) and debt to equity ratio 
(D/E) which we highlight in this paper. 
Performance can be analyzed by 
various methods, such as parametric 
(Stochastic Frontier approach) and 
non-parametric (Such as Data 
Envelopment approach). Farell 
empirically calculated the efficiency for 
first time (Charnes ET al.1978) and 
developed a new tool Data 
Envelopment Analysis (DEA) by 
generalizing the concept of single 
input, single output, technical 
efficiency measure of Ferall to the 
multiple inputs, and multiple output 
case. The focus of this paper is on 
financial ratios the non-parametric 
method. In this study performance 
evaluated by financial ratios, such as 
operating ratio Return on Assets 
(ROA), Profitability ratio return on 
equity (ROE), earning per share (EPS) 
and gearing ratio Debt to equity 
(D/E).(6) 
 Financial crisis: 
Finance means raise the cash for 
doing business. At macro level 
“finance” is the realistic application of 
economics. Economy of a country 
allocates money to diverse gainful 
projects through financial systems. 
Financial crisis poorly affect the flow of 
finance and unhelpfully affect the 
performance of economy. Financial 
crisis take place in 2008 due to loss of 
the value of financial institutions and/ 
or assets banking panics, stock market 
crashes, bursting of financial bubbles, 
currency crisis and independent 
defaults .Due to financial crisis 
economy cannot assign money 
correctly to its highest valued use. 
Financial crises resulted in the fail of 
large financial institutions, European 
bank failures, sharp decline in the 
market indices, weakening currencies, 
reduction in exports, decline in foreign 
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direct investment, decline in 
remittances & tourism, unemployment 
& poverty. All these will result, 
ultimately, in slow down of economic 
growth.(6) 
Objectives of this paper 
The main objectives of the study are: 

  Performance analysis of paper 
& board industry before and after 
recession. 
Literature review 
 
In this section we review a few studies 
to show that a number of countries 
have faced undesirable performance 
significance after the global recession. 
The common impact of global crises 
on Pakistan came through: a 
maximum fall in remittances from UAE 
and United State decrease output 
growth fiscal reduction falling export 
and decrease of the exchange rate. 
The   poverty head count ratio 
increased in the country (IDREES 
KHAWAJA) winter 2009[1]. ANUP 
CHOWDHURY and SUMAN PAUL 
CHOWDHURY showed in their 
research the impact of capital structure 
on firm’s value in (2010) [2]. They took 
the samples from the four most 
dominant sectors of industry i.e. 
engineering food & allied fuel & power 
and chemical & pharmaceutical to 
provide a comparative analysis. The 
extremely interesting finding of this 
paper is that maximizing the share 
holder wealth requires a perfect 
combination of debt and equity while 
the cost of capital has a harmful 
correlation in this decision and it has to 
be as lowest amount as possible. They 
also described changing in the 
combination of capital structure the 
firm can increase its value in the 
market the optimal capital structure is 
very impotent for firm performance. 
The importance of paper and board 
industry in Pakistan economy during 
2001 to 2010 they were emphasized 
the importance of paper and board 

industry and the way of working and 
seek some unique steps to improving 
the performance of paper and board 
industry in Pakistan. They were 
measuring the performance through 
paid up capital total numbers of shares 
and equity were clarified the difference 
in the sale and for total assets of paper 
and board industry change in sale and 
profit from 2001 to 2010. The firms 
were decreasing their sale so profit 
before tax and profit after tax slightly 
decreased from 2001 to 2010. This is 
due to enormous volume of paper was 
coming illegitimately in to Pakistan 
from Afghanistan and other border 
countries that consequence the 
Pakistan industry (yasir Hassan) 2012 
[3]. The performance of overall 
manufacturing companies in term of 
size and operation at 2008 to 2010.  
when the impact of recession is on 
peek they were using the three input 
variables (raw material, staff 
expenses, plant and machinery and 
two output variables (net sale and 
earnings before tax) they were use 
Pearson correlation to point out 
positive correlation between input and 
output variables and working input 
approach to DAE model. The 
companies were categories under big 
size (above assets USD 100 million) 
average sized (assets between USD 
30 million to USD 100 million) and tiny 
sized (assets under USD 30 million) 
the result indicated that small sized 
companies had the highest relative 
efficiency compare to big and average 
sized companies. One particular 
aspect behind it the small sized 
companies had not maximum directly 
link with UAE and united state through 
international trade foreign trade 
investment FDI Bowring foreign bank 
accounts any other link with foreign 
financial institution. The product price 
is internationally set but on the other 
hand big firms suffered with greater 
volume they had larger link with USA 
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and united state financial institutions 
and other source which above 
mentioned. The study discover out that 
2 large sized companies and 3 
average sized companies and 5 small 
sized companies were operating under 
the most productive scale size (MPSS) 
right through the three year period  
Mehran ail Mamon (2012)[4]. 
Performance just not about what is 
going on inside the organization? It is 
also depend on external factors or 
external environment. It mostly include 
macro factor like govt. policies and all 
resources which organizations are 
used. The organizations make 
profitable relationship with supplier 
distributer and customer in this way 
they get new ideas and improve their 
performance. Dr Zahid Ali Channar 
(2012) [5] conducted the research on 
performance of textile industry before 
and after recession he was used some 
financial ratios such as liquidity ratio, 
gross profit margin ratio return on 
asset ratio and return on equity ratio 
.He was identified the performance of 
textile industry is badly affected after 
the recession with the help of financial 
ratios. 
METHODOLOGY 
In this paper four companies are 
selected base on the availability of 
their financial variables that we require 
for seven years; 2005 to 2011. The list 
of companies is shown below: 

 Centaury paper & board mills 
limited 

 Security paper & board mills 
limited 

 Packages limited 
 CHERAT paper sacks limited 

 Our analysis based on four variables: 
Return on assets (ROA) indicates 
operating performance, return on 
equity (ROE) indicates profitability, 
earning per share (EPS) shows 
profitability and debt to equity (D/E) 
shows the capital structure of 
company. Each variable will be 
compared for each company for each 
year. In this study we show the 
correlation or interdependency among 
these variables. Variables are selected 
on the basis of previous researches. 
Its application is applied research and 
it’s a non casual type research. The 
inquire mood is quantitative.   

 ROA 
 ROE 
 EPS 
 DTE 

In this paper we describe the growth of 
Pakistan economy since 2005 to 2011 
based on four variables such as: 
Gross Domestic Product (GDP) growth 
rate, Export rates of Goods & 
Services, Industrial production Growth 
rate and exchange rate. Variables are 
selected on the basis of previous 
researches 

→ GDP, AEG, IPG, EXR 
Hypotheses: 

Following two hypotheses have been 
design for this research: 

 There is no difference on 
financial performance of paper & 
board industry after recession. 

 There is difference on financial 
performance of paper & board 
industry after recession 
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Economic growth of Pakistan 
 
In this study we describe the growth of 
Pakistan economy since 2005 to 2011 
with the help of four variables such as 
annual export rate, annual gross 
product, Industrial growth rate and 
annual exchange rate. 

 
Export rates of Goods & Services 
 The below table and graph describe 
the annual export rates of goods & 
services of Pakistan since 2005 to 
2011. 

 
Table no 1 

 

 

 

 
 
 
 
 

 

      

 

 

Year Goods Services 

2005 
16.80% 25.50% 

2006 
14.30% 13.60% 

2007 
4.40% 9.80% 

2008 
18.20% -13.30% 

2009 
-6.40% 14.40% 

2010 
2.90% 27.30% 

2011 
28.90% 10.30% 
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Graphical representation no 1 

  

According to above table and graph, 
before recession growth rate was 25 
%, up to the level of optimum but if we 
analyze it after recession growth rate 
was declined to 15 % (negative). This 
negativity effects Pakistan economy 
poorly (Insert table and graph no 1) 

Gross Domestic Product (GDP) 
growth rate 
The below table and graph describe 
the annual domestic product growth 
rate of Pakistan since 2005 to 2011. 

 

Table no 2 

 

 

 

Year GDP rates 

2005 6.60% 

2006 6.60% 

2007 5.30% 

2008 2.70% 

2009 4.30% 

2010 4.80% 

2011 2.40% 
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Graphical representation no 2 

                                                       

 

 

According to above table and graph 
before recession growth rate was 6%, 
up to the level of optimum but if we 
analyze it after recession growth rate 
was declined to 2.5 %. This negativity 
effects Pakistan economy imperfectly 
(insert table and graph no 2) 

Table no 3 

Industrial production Growth rate 

The below table and graph describe 
the annually industrial growth rate of 
Pakistan economy since 2005 to 2011.   

 

 

year IPG rate 

2005 10.70% 

2006 6% 

2007 8% 

2008 4.60% 

2009 -1.90% 

2010 4.90% 

2011 3% 
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Graphical representation no 3 

                                                               

 

 

According to above table and graph, 
before recession growth rate was 11%, 
up to the level of optimum but if we 
analyze it after recession growth rate 
was declined to 1.5 % (negative). This 
negativity effects Pakistan economy 
defectively (insert table and graph no 3)  

Average exchange rates: 
  
The below table describe the annual 
exchange rate from 2005 to 2011 
The exchange rates to USD to PKR

 
 
Table no 4 

year AVG EXG 
RATES 

2005 59.7 

2006 60.4 

2007 60.83 

2008 63.04 

2009 79.03 

2010 84.00 

2011 85.57 

According to above table before 
recession exchange rate was 59.7 up 
to the level of minimum but if we 
analyze it after recession exchange 

rate was increased 85.57. This huge 
increase effects on Pakistan economy 
poorly (insert table no 4) 
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Results 
The above graphs and tables data 
describe the significant facts. The 
growth of Pakistan economy reached 
the optimum level or maximum in 2005 
to 2008. The growth not only 
decreased but also became negative 
in 2009 and so on. The results clearly 
described the impact of recession on 
Pakistan economy. The recession had 
badly effect the Pakistan economy. 
Data Analysis 
Data is analyzed through common size 
horizontally analysis of financial 
statements of paper & board industry 
of Pakistan. In this paper we are 
identified some sensitive facts related 
to financial accounting ratios (ROA, 

ROE, EPS, and DTE) which we used 
in this paper how financial ratios 
decreased after recession. We 
analyzed the financial performance of 
paper and board industry of Pakistan.  
In this sector we focus on SECP 
registered companies. As per analyses 
our observation described mostly 
companies did well perform before 
recession but after recession 
performance were affected badly. The 
recession varies from company to 
company and country to country. 
Mostly companies affected after 
recession due to change in foreign 
exchange rate, increase in account 
receivable, account payables and 
increase the cost of sale (CGS). 

List of companies    

Century Paper and Board Mills Limited 

Security Paper Limited 

ratios 2011 2010 2009 2008 2007 2006 2005 
ROA         % 7.33 9.58 9.63 9.31 10.51 15.87 12.86 
ROE         % 9.78 11.19 11.18 10.67 11.67 17.18 14.01 
EPS          Rs. 0.66 8.46 8.07 7.23 7.22 9.67 6.85 
D/E 0.17:1 0.05:1 0.05:1 0.03:1 0.02:1 2:98 1:99 
Packages limited 

ratios 2011 2010 2009 2008 2007 2006 2005 
ROA    % -2.92 0.31 16.61 -0.90 19.74 35.98 52.23 
ROE    % -4.39 0.47 29.74 -1.79 34.78 57.59 43.12 
EPS    Rs. -18.48 -2.23 48.82 -3.77 74.18 85.45 60.12 
D/E 0.52 0.49 0.54 1.15 0.84 0.66 0.20 
 
CHERAT Paper Sack Limited 
 2011 2010 2009 2008 2007 2006 2005 
ROA    % 10 3.5 -2.323 16 9.14 1.1 5.56 
ROE    % 21.3 20 -9.3 16.6 21.2 2.73 11 
EPS    Rs. 11.87 6.19 -3.84 9.69 13.54 1.41 6.68 
D/E 1.30 1.32 2.60 3.01 1.37 1.04 0.35 
 

ratios 2011 2010 2009 2008 2007 2006 2005 
ROA  % 2.88 0.3 -8 1 2 6 10 
ROE   % 8 1 -56 1 3 7 16 
EPS    Rs. 0.21 -2.99 -14.9 0.47 1.30 4.77 6.08 
D/E 40:60 46:54 69:31 57:43 65:35 22:78 31:69 
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Interpretation 
The above tables describe the 
company’s financial performance since 
2005 to 2011. These data took from 
the companies balance sheets. Our 
data depend on four financial ratios 
such as (ROA, ROE, D/E, EPS,). 
Basically these ratios are key 
performance indicators. The EPS, 
ROA, ROE, is dependent on net 
income. Due to financial crises the net 
income of companies decreases. The 
change in interest rates, change in 
foreign exchange rates and equity 
prices which affects the company’s 
income or the value of its holdings of 
financial instruments. The value of 
financial assets or a liability fluctuates 
due to change in exchange rates. It 
arises mainly where receivables and 
payable exist due transactions entered 
in to foreign currencies  According to 
above table mostly companies pretty 
good performed in 2005 to 2008 but 
suddenly figures were decreased in 
2009. Some figures have become 
negative in 2009. The performance 
becomes decreased. The debt to 
equity ratios also changed in each 
year. The return on assert, return on 
equity and earning per shear is 
changed in each year. These ratios 
mostly shows negative profitability in 
2009.according to above tables the 
security paper mill maintain their 
profitability since 2005 to 2011. They 
maintain their market shear. We 
identify the some interesting facts 
about the decline of others and 
stability of security paper mill. The 
recession had destroyed the 
distribution of wealth in Pakistan 
economy in 2009. Mostly companies 
purchased the raw material from 
foreign countries. These companies 
also made directly sale to foreign 
countries. The interest rate had 
increased due to recession in 2009 
and companies account receivable, 
account payable, and increase the 

cost of goods sold. The net effect of 
increase the cost of goods sold on 
customer. The net profit also became 
net loss according to above balance 
sheet data. The growth of the 
companies became decreased in 
2009. The security paper mill does not 
greater effected due to recession as 
compare to other companies. After the 
hectic analysis we identify the security 
paper mill internally strong regarding 
assets profitability as compare to 
others. According to above data the 
security paper mill less affected 
compare to other because they have 
much financially strong compare to 
others 
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Table no 5  
The below table we identify the correlation among ROA, ROE, EPS, DTE, 
                                              
  ROA ROE EPS 

ROA[1] Pearson Correlation 1 .979** .930** 

Sig. (2-tailed)  .000 .000 

N  28 28 28 

ROE[2] Pearson Correlation .979** 1 .943** 

Sig. (2-tailed) .000  .000 

N 28 28 28 

EPS[3] Pearson Correlation .930** .943** 1 

Sig. (2-tailed) .000 .000  

N 28 28 28 

D/E[4] Pearson Correlation -.111 -.141 -.223 

Sig. (2-tailed) .575 .475 .254 

N 28 28 28 

**. Correlation is significant at the 0.01 level (2-tailed). 
   

 There is significant, positive and 
strong relationship among ROA 
and ROE and ROA and EPS. 
While relationship between 
ROA and D/E is insignificant 
and negative[1] 

 There is significant, positive and 
strong relationship among ROE 
and ROA and EPS. While 
relationship between ROE and 
D/E is insignificant and 
negative[2] 

 There is significant, positive and 
strong relationship among EPS 
and ROE and ROA. While 
relationship between EPS and 
D/E is insignificant and 
negative[3] 

 There is negative and in 
significant relationship among 
D/E, ROE, EPS and ROA.[4]( 
insert table no 5) 

Conclusion 
The aim of this study is to examine the 
performance of paper and board 
industry in Pakistan with the help of 

financial accounting ratios. Descriptive 
statistics of the accounting variables 
are employed. The financial crises had 
destroyed the earning capacity of 
paper and board industry. Financial 
crises also have declined the overall 
performance of paper and board 
industry. The Pakistan economy have 
deprived after recession due to this 
destruction the distribution of wealth 
completely damaged in 2009. The 
overall growths have become 
decreased. The company’s net profit 
had gone toward net loss in 2009 due 
to change in foreign exchange rate, 
interest rate equity price. After 
recession mostly foreign accountable 
payable and the cost of goods sold 
also increased. Their debt payment 
ability, sale of inventory, collection of 
receivables & productive capacity of 
fixed asset; all were badly affected. 
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