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Introduction

that relied on just-in-time (JIT) inventory models faced severe supply chain
disruptions, while those with excess inventory struggled with storage costs
) ) and declining demand. The crisis highlighted the importance of flexible supply

The COVID-19 pandemic created an unprecedented economic shock,  chain strategies that balance cost efficiency with resilience. Firms also had
significantly disrupting global financial markets and business operations. One to reassess their credit policies, as delayed customer payments increased
of the critical areas affected was working capital management (WCM), which  aceounts receivable risk. Companies with diversified customer bases and
determines a firm's ability to maintain liquidity and operational efficiency during proactive credit risk management strategies were better positioned to manage

periods of financial stress. Firms faced severe disruptions in supply chains,  delayed receivables, while those reliant on a few key clients faced significant
demand fluctuations, and financial constraints, forcing them to rethink their cash flow challenges [3].

cash flow management, inventory policies, and financing strategies. At the

same time, firm-specific risks, including financial health, industry exposure, The pandemic also accelerated digital transformation in working capital
and managerial decision-making, played a crucial role in shaping how management. Many firms adopted automation, Al-driven forecasting, and
companies navigated the crisis. In uncertain markets, firms with proactive  digital payment solutions to improve cash flow visibility and efficiency.
working capital strategies were better equipped to withstand economic shocks, ~ The role of technology in optimizing WCM became increasingly evident as
while those with poor liquidity management faced severe financial distress, ~ companies leveraged real-time analytics to predict cash flow fluctuations,
This study explores the impact of firm risk and the COVID-19 crisis on working ~ OPtimize payment schedules, and reduce reliance on manual processes.
capital management strategies, focusing on how companies adjusted their Businesses that embraced digital financial tools were able to enhance liquidity
financial policies to sustain operations during a period of extreme economic ~ Management and respond more effectively to economic uncertainty. Despite
uncertainty. By examining various industries and firm sizes, this analysis  the challenges posed by COVID-19, the crisis also presented opportunities for
highlights key lessons on financial resilience, risk mitigation, and adaptive firms to redefine their working capital strategies. Companies that implemented

liquidity management that can help businesses prepare for future economic agile financial planning, diversified their funding sources, and strengthened
disruptions [1]. supplier relationships emerged more resilient. The importance of proactive risk

management became evident, as firms that prepared for financial shocks by
. - maintaining adequate liquidity reserves and stress-testing their working capital
DGSCI’IptIOﬂ strategies were better equipped to navigate the crisis [4].

Key lessons from this period emphasize the need for adaptive financial
planning, digital transformation, and strategic liquidity management to enhance
business resilience. Firms that invest in technology-driven WCM solutions,
diversify financing options, and maintain risk-aware working capital strategies
will be better prepared for future economic disruptions. Policymakers and
financial institutions also have a role to play in supporting businesses through
crisis periods by providing flexible credit options and financial relief measures.
In conclusion, firm risk and economic uncertainty significantly shape working
capital management decisions, particularly during global crises like COVID-19.
By learning from past challenges and implementing robust financial strategies,
businesses can enhance their financial stability and long-term sustainability in
an increasingly volatile economic landscape. Future research should explore
the evolving role of technology, regulatory interventions, and industry-specific
responses to further understand how firms can optimize working capital
management in uncertain markets [5].

Working capital management refers to a firm's strategy for managing
short-term assets and liabilities to ensure liquidity and operational efficiency.
Effective WCM balances cash flows, receivables, and payables while
minimizing costs associated with excess inventory and financing constraints.
However, during periods of economic crisis, firms face heightened liquidity
pressures, disrupted supply chains, and uncertain revenue streams, making
efficient working capital management a key determinant of survival. The
COVID-19 pandemic amplified these challenges, as companies experienced
sudden shifts in consumer demand, delays in payments, and restricted access
to credit. One of the critical factors influencing how firms responded to the crisis
was firm risk, which encompasses financial, operational, and market-related
vulnerabilities. Firms with high leverage, weak cash reserves, or exposure to
volatile industries faced more significant liquidity challenges, while firms with
robust financial health had greater flexibility in adjusting their working capital
strategies [2].

The pandemic forced businesses to adopt defensive financial strategies, .
such as conserving cash, extending payment terms with suppliers, and CO“C'USIO“
reducing discretionary expenses. Many firms also sought alternative financing
sources, including government stimulus programs, emergency credit lines, The COVID-19 pandemic underscored the critical role of working capital
and short-term debt restructuring, to manage liquidity constraints. Another management in financial resilience, highlighting how firm risk influences

key aspect of WCM during the crisis was inventory management. Businesses liquidity strategies during economic uncertainty. Companies with proactive
WCM strategies, strong financial positions, and flexible operational models
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informed investment decisions in an increasingly interconnected global

economy.
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