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Abstract 
This study examines the role of financial analysis in assessing the financial situation of 

firms through the use of financial balance indicators. The objective is to provide 

information that supports decision-making and the evaluation of financial performance. 

A descriptive-analytical approach was employed, dividing the study into two main 

parts. The first part presents the theoretical framework of financial analysis and 

financial balance indicators, while the second part applies these concepts to the 

financial statements of Bakkar Electric Poles Company for the period 2023–2024. The 

findings reveal that Bakkar Electric Poles Company successfully maintained its 

financial balance throughout the study period, indicating a healthy margin of safety. 
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Introduction 
 
Financial analysis is an essential tool for sound financial planning. It represents one of the most 
significant areas in finance, continuously evolving alongside changes in financial regulations, 
legislation, and both domestic and international economic developments. Its primary objectives are 
to plan, monitor, diagnose, and evaluate the effectiveness of financial policies, as well as to assess 
the overall financial condition of institutions. 
To explore the extent to which financial analysis contributes to diagnosing financial situations, we 
conducted a field study at an economic institution. The study focused on assessing whether the 
institution under review was financially sound, capable of meeting its debt obligations on time, and 
able to generate satisfactory returns. For this purpose, we analyzed the company’s financial 
statements for the fiscal years 2023–2024. This approach reflects the principle that past performance 
influences present conditions and helps improve future outcomes. Financial analysis, therefore, 
serves as a comprehensive diagnostic tool, enabling the evaluation of financial statements and the 
identification of challenges facing the institution. 

Research Problem 
In light of the above, the research problem can be summarized in the following question: 
To what extent does financial analysis contribute to diagnosing the financial position of economic 

institutions? 
Sub-questions: 
To obtain more accurate results, the study seeks to answer the following sub-questions: 
1. What are the financial statements used in the financial analysis process? 
2. How can financial diagnosis be a tool for financial management and diagnosis of an institution? 
3. What role does financial analysis play in diagnosing the financial position of an economic 
institution? 
• Research Hypotheses: 
This study is based on the following hypotheses: 
1. Financial statements, according to the financial accounting system, facilitate the application of 
financial analysis techniques. 
2. Financial analysis is considered an essential tool for management within an institution. 
3. Financial analysis reveals the strengths and weaknesses of an institution and its effectiveness. 
• Importance of the Study: 
The significance of this research lies in the following points: 

 It addresses a vital topic—financial analysis and its role in diagnosing the financial position 
of an economic institution and supporting decision-making. 

 It highlights the role of financial analysis in understanding institutional performance and 
identifying strengths and weaknesses. 

 It emphasizes the importance of financial statements as the primary source of financial 
information for Bakkar Electric Poles Company. 

Study Objectives: 
 To establish direct contact with the institution in the practical field. 
 To identify the various financial ratios and balances, and to assess their contribution to 

diagnosing the financial position of the economic institution for decision-making purposes. 
 To evaluate the financial position of Bakkar Electric Poles Company. 
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• Study Limits: 
- Spatial Limits: 
The spatial scope is limited to the Bakkar Cement Electric Poles Company in El Oued Province, 
Algeria. 
- Temporal Limits: 
The temporal scope is limited to data from 2023 to 2024. 
• Study Methodology: 
To address the research problem, analyze its dimensions, and test the validity of the proposed 

hypotheses, this study employed two complementary approaches. For the theoretical aspect, a 
descriptive approach was used to clarify the key concepts and variables relevant to financial 
analysis. For the practical aspect, a case study approach was applied, focusing on Bakkar Cement 
Electric Poles Company. This involved the calculation and interpretation of various financial ratios 
and balance indicators. 

I. Axis One: Cognitive Foundation of Research Variables 
 
Financial diagnosis is a fundamental step in understanding an organization’s financial position. It 
aims to analyze financial performance, identify strengths and weaknesses, and support appropriate 
decision-making to achieve future goals. 
 
Section One: The Nature of Financial Analysis 
1. The Concept of Financial Analysis 
Financial analysis involves the study of financial statements after classification, using quantitative 
methods. Its purpose is to demonstrate the relationships among their components, the changes 
occurring within and between them, and the effects of these changes. It also seeks to derive 
indicators that assist in evaluating an organization’s operational and financial position, assessing 
performance, and providing stakeholders with reliable information for sound administrative 
decision-making (Munir Shaker et al., Financial Analysis: An Introduction to Decision-Making, 
2008, p. 12). 
Financial analysis is also defined as a diagnosis of an organization’s financial position at a specific 
date—usually the closing date of the financial statements—to identify weaknesses, investigate their 
causes, and address them, while highlighting strengths to preserve and reinforce (Dioshanqirmlud, 
2010–2011, p. 16). 
According to Shuaib Shenouf, financial analysis encompasses the statistical and mathematical 
methods applied to financial and accounting statements in order to evaluate past and present 
institutional performance and forecast the future financial position (Shenouf, 2012, p. 10). 
Based on these definitions, financial analysis can be summarized as the clarification and 
interpretation of financial statements—after proper classification—using financial ratios and 
indicators that guide managers in decision-making. 
 
2. Objectives of Financial Analysis 
The primary objective of financial analysis is to evaluate an institution’s performance and support 
decision-making by different stakeholders. More specifically, it aims to: 

I. Determine the entity’s financial position and market value. 
II. Assess the entity’s credit standing—its borrowing capacity and its ability to service debt. 

III. Measure the level of risk associated with financial transactions and investment activities. 
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IV. Support decision-making that achieves the lowest cost and highest return (Al-Sayrafi, 2014, 
p. 115). 

V. Evaluate the financial and operational policies in place (Abdul Hakim et al., 2000, p. 143). 
VI. Assess the institution’s success in meeting objectives and generating profits (Mohammed 

A., p. 167). 
 
3. Components of Financial Analysis 
For financial analysis to achieve its goals, several essential requirements must be met (Mohammed 
Matar, 2000, p. 7): 

 The information used must be reliable, objective, and credible. 
 The financial analyst must apply a systematic and scientific approach aligned with the 

objectives of the analysis. 
 Analytical tools and methods must balance objectivity with suitability for the intended 

purpose. 
 
4. Results of Financial Analysis 
Conducting financial diagnosis through the examination and processing of financial information 
yields several results (Dardouri Lahcen, 2014–2015, pp. 12–15): 
A. Results of External Financial Analysis 

 Provides information on reported financial results. 
 Evaluates financial position, borrowing capacity, and debt repayment ability. 
 Assesses the protection of shareholder and investor interests. 
 Examines the institution’s standing among competitors and its participation in financial 

markets. 
 Reviews financial outcomes to enhance treasury management. 

B. Results of Internal Financial Analysis 
 Estimates the institution’s financial position. 
 Identifies financial and operational risks. 
 Informs strategic decisions on financing, investment, dividend distribution, and other 

policies. 
 
Section Two: Evaluating the Institution’s Financial Environment through Financial Analysis 
1. The Concept of Static Financial Analysis 
Static financial analysis is conducted by examining quantitative flows among budget items over 
time, using diagnostic tools such as budgets, capital, and financial ratios (Saadawi Murad Masoud 
et al., 2020, p. 42). 
It is termed “static” because it views the institution as a legal entity with rights and obligations, 
relying on liquidity and maturity principles. Initially applied by banks and financial intermediaries 
to inform lending decisions, static analysis later evolved to be used by institutions for evaluating 
liquidity, repayment capacity, and potential default risks. In cases of bankruptcy, failure to meet 
debt obligations becomes evident (Yousef Qureshi, 2006, p. 37). 
 
2. Financial Analysis Using Financial Balance Indicators 
Financial balance indicators help assess a company’s solvency. Among the most commonly used 
are: 
2.1 Working Capital 
Working capital represents the liquidity margin that enables an organization to continue operations 
without difficulties or financial pressure at the treasury level. Achieving positive working capital 
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indicates the existence of a safety margin that helps the organization withstand challenges and 
maintain a balanced financial structure. It is calculated as follows (Shahoub Amniya, Vol. 10, Issue 
2, p. 95): 
 

 From the top of the budget: 

Net working capital FR = permanent resources - fixed assets  

Net working capital FR = (own funds + long-term debt) – fixed assets  

This method identifies the origin of working capital and its specific variables. 
 

Table No. 01:Working capital from the top of the budget 

 
Current assets  Permanent funds 

Working capital FR 

 From the bottom of the budget: 

Net Working Capital FR = Current Assets – Short-Term Debts  

Working capital FR = (Ready-made values + Realized values + Inventories) - Short-term debts  

This account shows that the purpose of working capital is to finance part of the operating 
cycle. 

Table No. 02: Working capital from the bottom of the balance sheet 

Current assets  short-term debt  

working capital  

2.2 Working capital requirements: This is the part of permanent funds that finances a part 
of the current assets and ensures the necessary financial balance for the institution. 
These requirements appear when comparing the current assets with the short-term 
financial resources. These requirements can be calculated using the following 
relationships: (Wochengir Miloud, page 52) 
 

Working capital needs = Financing needs - Financing resources  

Working Capital Requirement BFR = (Inventories + Operating Debtors + Non-Operating Debtors) - 
(Operating Debts + Non-Operating Debts(  

 
 Working capital requirement for operating BFR ex = operating current assets - operating 

debts 
 Working capital requirement outside operating BFR hex = represents the non-operating 

current assets that the company cannot finance with non-operating financial resources in the 
short term. 
2.3  Treasury: 
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Treasury management is a central component of liquidity management. Net treasury is determined 
when net working capital is allocated to finance operating cycle needs—commonly referred to as 
working capital requirements. If the institution is able to cover these needs, the treasury position will 
be positive, indicating a financing surplus. Conversely, if the institution fails to meet these needs, 
the treasury position will be negative, reflecting a financing deficit. 

Net treasury can be calculated using one of the following two methods (Ammar, Financial 

Analysis, 2018/2019, p. 18): 

 

 
 

 
3.Analysis using financial ratios 
Liquidity ratios evaluate an organization’s ability to meet its short-term obligations, thereby 
reflecting its overall financial position. These ratios serve as key measures of liquidity and 
are widely used to assess short-term financial stability (Dioshanker Melyud, 2010–2011, 

pp. 38–73). 
Table 3: Shows financial ratios 

relative name How to calculate it Financial interpretation of index 

General liquidity relative ������� ������

�ℎ��� ���� ����
 

This ratio shows the degree to which current 
assets cover short-term debt. The higher this 

ratio, the greater the institution's liquidity. 
However, it is considered a general indicator 
because it does not consider the different 
liquidity of current assets and the maturity of 
short-term debt. 

Reduced liquidity ratio ��������� −  ������� ������

 �ℎ��� ���� ����
 

It indicates the company's efficiency in 
covering current, rapidly changing 
obligations. The value of this liquidity ranges 

between 30% at the lowest and 50% at the 
highest. If it is high, it indicates good 

condition and the ability to pay without 
difficulties, meaning that the ready values 
equal half of the short-term debts or less. 

Ready liquidity ratio Cash

Current Liabilities
 

This ratio allows us to compare the amount 
of liquidity available to the institution at any 
given time with its short-term debts. If it is 
high, it means unused funds could have been 
used for other purposes and yielded a greater 
return. That is, the available funds have 
covered all of the short-term debts, leaving a 
surplus unused. 

 

Axis Two: Field Framework for the Research 
1. General Introduction to Bakkar Electric Poles Company 
Bakkar is a multi-activity, limited-liability company headquartered in the Kawthar El-Bayada 

Net Treasury = Financial Assets - Banking Authorities  

Net Treasury = Working Capital - Working Capital Needs  
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neighborhood of El Oued. It has been operating nationwide for ten years, with a current focus on 
the southern and eastern regions of the country. The company specializes in: 
 Public Works and Construction 
 Electric Poles 
 Irrigation Equipment and Systems 
 Equipment Transportation 
The company’s main headquarters is located in the Oued El Alanda Industrial Zone, where it 
operates its electrical pole production unit. Established in 2016 with a capital of DZD 
50,000,000 and an area of 125 × 160 square meters, the unit employs 470 workers as of January 
10, 2023. While Bakkar conducts business across the country, its current strategic focus is on the 
southeast. The electrical pole branch was inaugurated in January 2017 by His Excellency, the 
Minister of the Interior, during his official visit to El Oued. 
2. The Company’s Organizational Structure 
Bakkar has a relatively simple organizational structure that reflects the nature of its operations. 
Managers are responsible for distributing tasks and activities among employees and defining the 
responsibilities of various positions. 
 

Figure 1: Components of the organizational structure 

 

 

 

 

  

 

 

 

 

 
Source: From the company's internal documents. 

 

Organizational Structure – Key Components 
The company’s organizational framework includes the following positions and departments: 

I. Company Manager 

II. Secretary 
III. Quality Officer 

The boss 

Secretariat Quality Officer 

m. Users 

M. Recruitment 

M. wage 

M. Maintenance Production 
Interest 

Trade Interest 

M. Technology 
M. 

Technology 

M. Catering 

M. Billing 

m. Spare parts 
inventory 

management 
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IV. User Service 
V. Wages Service 

VI. Recruitment Service 
VII. Trade Service – Supervised by the Head of Trade Service, this department acts as the link 

between the company and its customers. Its primary objective is to fulfill the highest possible 
number of orders. It manages all sales-related matters in coordination with other departments 
and general management. 

a. Supply Department – Oversees the provision of necessary materials and resources. 
b. Billing Department – Prepares invoices for both sales and purchase transactions. 

VIII. Production Department 
IX. Technology Department 
X. Maintenance Department 

XI. Inventory Management Department 
 

3 Analysis of the financial statements of Bakkar Electric Poles Company 
1.3 Preparing the summary financial budget for Bakkar Electric Poles Company 
 

Table 4: Summary Financial Budget, Assets Side 2023/2024 

Assets  2023  2024  

% The amount  % The amount  % 

Stable Uses 

Non-CurrentAssets  

  

36  

  

769591128,70  

  

36  

  

1174336162,97  

  

24  

CurrentAssets  64  1344926167,35  64  3772817222,66  76  

Total 100  2114517296,05  100  4947153385,63  100  
Source: Prepared by researchers based on Appendix No. 1 and 4 

 

Table 5: Summary Balance Sheet Liabilities Side 2023/2024 
Liabilities 2023 2024 

The amount % The amount % 

Permanent Assets 933917,60 44 3502539606,91 71 

SpecialAssets 748387617,60 35 3317009606,91 67 

Non-CurrentLiabilities 185530000,00 9 185530000,00 4 

CurrentLiabilities 1180599678,45 56 1444613778,72 29 

Total 2114517296,05 100 4947153385,63 100 

Source: Prepared by the researchers based on Appendix No. 2 and 3 
 

Analysis of the Two Previous Tables 
From the two tables, the following observations can be made: 
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A) Non-current Assets 
There was an overall increase in non-current assets from 2023 to 2024. This growth covered 
both tangible and intangible assets, although financial assets declined in 2024. 

B) Current Assets 
Current assets increased from 2023 to 2024, particularly in accounts receivable (customers), 
other debtors, taxes, and similar items. 

C) Equity (Own Capital) 
Equity rose between 2023 and 2024, with increases in capital, reserves, special assets, and 
net income. 

D) Non-current Liabilities 
Non-current liabilities registered a significant increase in 2024 compared with 2023. 

E) Current Liabilities 
Current liabilities also grew between 2023 and 2024. 
 

4. Study of financial balance indicators of Bakkar Electric Poles Company  
1.4 Total net working capital FRNg: 

Table 6:Total net working capital  
R.M.A.S.A Mathematical formula 2023 2024 

From the top of 

the budget 

Permanent Resources Rd- 

Stable Uses Es 

164326488,9 2328203443,94 

From the bottom 

of the budget 

Total currentassets - Total 

permanent currentresources 

164326488,9 2328203443,94 

Source: Prepared by researchers based on Appendices 1, 2, 3, and 4. 
 

In 2023 and 2024, we note that the institution achieved functional balance, meaning it had a 
margin of safety. It was able to finance all of its stable uses with its permanent resources and 
achieved a surplus to use in the event of a need to finance its recurring uses. 

   2. working capital BFR 

Table 7 Working Capital 
W.C Mathematical 

formula 

2023 2024 

Working capital 

needs for 

exploitation BFRex 

Uses of exploitation 

Exploitationresources 

Eex –Rex 

493968642,37 -  

 

1584789549,69 
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Working capital 

needs outside 

exploitation 

BFRhex 

Off-uses – off-use 

resources 

Ehex–Rhex 

50611063,63 118298503,46 -  

BFRexg BFRex+BFRhex 443357578,74 -  1466491046,23 

Source:Prepared by researchers based on Appendices 1, 2, 3, and 4. 
 

Analysis 
From the table above, the following can be observed: 

 2023 : Working capital was negative, indicating that financing resources were sufficient to 
cover the operating cycle’s needs. This reflects a surplus during the cycle. 

 2024 : Working capital turned positive, meaning that short-term debts were insufficient to 
cover the operating cycle’s requirements. Positive working capital reflects a financing need, 
as the cycle’s requirements exceeded available financing resources. 

1. Pure Sadness TN: 
Table 8 Net Treasury 

Statement Mathematical 

formula 

2023 2024 

1bpure sadnessTN AssetsTreasury - 

LiabilitiesTreasury 

607684067,64 861712397,71 

2bTreasuryTN TN=FRNg-BFRg 607684067,64 861712397,71 

Source: Prepared by researchers based on Appendices No. 1, 2, 3 and 4 

Interpretation 
From the table above, we can see that the margin of return was positive from 2023 to 2024. This 
means that the company has a margin of safety (cash liquidity) that allows it to meet its 
obligations to third parties. It also means that the company has achieved financial balance, and 
therefore, FRNg is greater than BFRg. 

 
Table 9: Liquidity ratios of the institution 

Statement Mathematical formula 2023 2024 

General liquidity ratio Currentassets/currentliabilities 1,139 2,611 

Readyliquidity ratio Current and 

uncurrentassets/currentliabilities 

0,514 0,596 

Quick ratio Stocks − Current assets

�ℎ� ������� ���������
 

1,09 0,597 

Source: Prepared by researchers based on Appendices No. 1, 2, 3 and 4 
 

1. Interpretation of General Liquidity 
In both 2023 and 2024, the general liquidity ratio exceeded 1, indicating that the institution was 
capable of covering its short-term debts with its current assets. This also explains why the fonds de 
roulement net global (FRNg) was positive. 
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2. Interpretation of Ready Liquidity 
The results show that in both years the ready liquidity ratio confirmed the institution’s ability to 
settle its short-term obligations using cash and cash equivalents. 
3. Interpretation of Quick Liquidity 
In 2024, the quick liquidity ratio demonstrated the institution’s capacity to meet its current liabilities 
with current assets, excluding inventories. 
 

Table 10 shows the diagnosis of the financial position of the institution using financial ratios 
Statement  2023  2024  

Fixed Use Financing Ratio  1,166  2,653  
Financial Leverage Ratio 0,191  0,005  

OwnFinancing Ratio  0,793  2,355  
ExternalFinancing Ratio  0,079  0,035  

Source: Prepared by researchers based on Appendices No. 1, 2, 3 and 4 
 

Financial Ratios Analysis 
1. Fixed Uses Financing Ratio 
In both 2023 and 2024, the institution appeared financially balanced over the long term, successfully 
financing its long-term needs with long-term resources. This resulted in a financial surplus that 
could be used to cover additional requirements. 
2. Financial Leverage Ratio 
The table indicates that the institution was free from both long- and short-term debt. This suggests 
that it was financially capable of meeting all of its obligations without relying on external 
borrowing. 
3. Private Financing Ratio 
This ratio measures the extent to which fixed assets are financed through the institution’s own funds. 
It also helps determine the minimum level of long-term borrowing required to maintain adequate 
working capital as a safety margin. The table shows that the institution achieved favorable ratios, 
indicating its ability to cover financing needs internally. 
4. External Financing Ratio 
The external financing ratios for 2023 and 2024 were below 0.5, which is a positive indicator of 
financial independence. This means the institution would be able to repay its debts in the event of 
liquidation through the sale of its assets. 
 

Table 11 shows the return rate 
Statement Mathematical formula 2023 2024 

Commercial return Net turnover/turnover 0,10 0,92 

Economic return Net turnover/total assets 0,92 1,96 

Financial return Net turnover/own capital 0,4 0,78 

Source: Prepared by researchers based on Appendices No. 1, 2, 3, 4, 5 and 6  
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Analysis 

 Commercial Profitability: Commercial profitability rose significantly between 2023 and 
2024, increasing from 0.10 to 0.92. This sharp improvement reflects a notable enhancement 
in the company’s commercial performance and demonstrates its strong market standing. 

 Economic Profitability: Profitability recovered strongly in both 2023 and 2024, reaching 
1.96. This indicates better expense control and more efficient asset management. 

 Financial Profitability: Financial profitability nearly doubled to 0.78 in 2023 and 2024, 
highlighting the company’s ability to generate higher profits relative to its equity capital. 

Conclusion 

This study set out to examine the extent to which financial analysis contributes to diagnosing the 
financial position of economic institutions. To address this research problem, the theoretical 
framework discussed the fundamentals of financial analysis and financial balance indicators, while 
the practical framework analyzed the financial statements of Bakkar Electric Poles Company (El 
Oued) for 2023 and 2024. 

Study Results 

The main findings can be summarized as follows: 

 Financial analysis serves as an essential monitoring tool that enables institutions to make 
informed decisions, identify strengths and weaknesses, and improve performance. 

 Within the financial accounting system, financial analysis helps to interpret the implications 
of financial ratios and indicators. 

 Working Capital Requirements: In 2023, working capital requirements were negative, 
indicating that financing resources were sufficient to cover operating cycle needs, resulting 
in a surplus. In 2024, however, they were positive, reflecting a financing need during the 
cycle, as requirements exceeded available resources. 

 Liquidity Ratios: In both 2023 and 2024, the general liquidity ratio exceeded 1, confirming 
the institution’s ability to repay short-term obligations using current assets. 

 Net Working Capital: For both years, total net working capital indicated that the institution 
had achieved functional balance, maintaining a margin of safety. It successfully financed its 

stable uses with permanent resources and achieved a surplus that could be redirected to 
finance recurring needs if necessary. 

 Profitability Ratios: The financial, economic, and commercial profitability ratios were high, 
showing that the institution generated returns exceeding its own capital. This reflects its 
strong financial position and positive contribution to the economic and social environment 
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Appendices 

Appendix1 Financial Budget for the Assets Side for the year 2023 
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Appendix 2 Financial Balance Sheet for the Liabiklities side for the year 2023 

 

 
 

 

 

Appendix 3 Financial Balance Sheet for the Liabiklities side for the year 2024 



________________________ Bekkari soulaf&Tlili bachir ________________________ 

 

204 

 

 
 

 

 
 

 

 



________________________ The Role of Financial Analysis in Assessing the 
Financial Situation of Economic Institutions  

________________________ 

 

205 

 

Appendix4 Financial Budget for the Assets Side for the year 2024 

 

 
 

 

 

  

Appendix 5: Results Calculation Table for the year 2023  
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Appendix 6: Results Calculation Table for the year 2024  
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