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Abstract

Evaluating the Performance of Public Sector Institutions Using Financial Analysis Methods
and Tools
Case Study: Al-Mukalla Fish Canning Factory- Hadhramout

The current study investigates the use of methods and tools of financial analysis
as a tool to assess the financial performance of the public sector institutions, which are
naturally economic. The problem of this research is that there has been rare usage of
analysis by most public sector institutions .Therefore, many problems have been raised
within these institutions due to lack of interest in evaluating their activities .Moreover, the
hidden problems and obstacles that can not be read and understood correctly except by
using financial analysis in order for highlighting and crystallizing in a form of rates and
percentages ,and address the absolute numbers contained in the financial statements into a
group of indicators that are easy to be read by the interested and the owners of those
results. Based on the importance of these institutions to the economy of the country and the
problems and financial difficulties that make it necessary for researchers to contribute it
scientifically in order for highlighting it, and searching for advanced scientific analytical
methods in order to provide indicators and information in order to be solved.

The current study investigates the importance of performance evaluation and its
role in evaluating the behavior of financial institutions in practical ways. The study aims at
explaining the importance of financial analysis in discovering the difficulties and problems
faced by these institutions and its role in reading the future through the available methods
and tools of financial analysis. There are many methods and tools of financial analysis,
which aim at analyzing the state of institution by using these indicators and applying them
in reality in order to obtain results on what is really happens there.

The current researcher conducted an analytical study on Al-Mukalla Fish Canning
Factory by studying the data and information obtained from the reports of the Central
Agency for Controlling and Accounting on the factory and financial statements and

analyzing them using financial analysis tools (horizontal analysis, vertical analysis, analysis

using percentages, Cash, and lift analysis) in order to find out the following questions:




- What are the financial problems encountered by public sector institutions, particularly Al-
Mukalla Fish Canning Factory, which led to loss results of business for a consecutive
number of years and how to treat them using scientific methods?

- Explaining the problems faced by public sector institutions (Al-Mukalla Fish Canning
Factory as a model), which appear through financial and economic indicators.

- is there any impact on the proficiency and operation efficiency of the factory when the
equipments and assets is old. Also when there is no certain plan to improve the factory
capacity.

- [s it economically feasible to continue the factory in its subordination or to allocate it.
Throughout this study and the analysis, the researcher finds out the following conclusions:

- The lack of interest of the financial management aspects of the financial analysis and
having more focus on it because the factory belongs to the private sector and any
difficulties or financial failure will be addressed in accordance with the policy of the
country.

- The factory depends mainly on the financing of assets on self-financing (capital).
Therefore, the percentage of loans to equity has decreased during the years (2008-2012) by
18.66% - 18.61% - 17.09% - 17.84% - 30.44% )

- The assets of the factory are old and highly depreciated. The accumulated depreciation
rates for the five years 2008-2012 (69% - 70% - 75% - 79% - 83%). It needs to be replaced
and exchanged by more developed and new ones.

-The assets turnover rate for the five years reached ( 3.95 - 3.8 - 2.59 - 2.95 - 4.06. ). These
are high rates but it should be taken into consideration that sales are calculated at present
value and that the assets are calculated at book value. This figure does not reflect the reality
of inflation.

- The increase of the production costs. The percentage of achieving profit was weak or
negative for the five years of 2008 -2012 as follows (-1.6%), (10.2%), (1.1%) (3.9%), (-
26.6%).

- The factory achieved a net result of losses in very large amounts. In 2008, the factory
achieved (1,539,635) Riyals of profits. In 2009, the realized losses were (40,877,053)
Riyals. The losses in 2010 as (146,110,823) In 2011, the losses were shown as
(36,728,643) Riyals, and finally in 2012 the losses were (47,458,379) Riyals.
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