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Abstract: Bankruptcy, especially during an economic crisg,ai common phe-
nomenon. In the adverse changing economic conditienonomic activities be-
come a challenge. Only strong individuals are ablsurvive the economic fluctu-
ations, while others are eliminated from the markete integrated models are
used in predicting bankruptcy. These models arenoftesigned on the basis of
financial indicators. Some of these models usdaifinancial indicators, in many
cases using the same ones. The present studywitlalthe evaluation of the sec-
tor of animal slaughtering and processing in theiqe 2000-2011, as well as the
evaluation of the causes of business failure ingbetor, and the comparison of
bankrupt companies in the sector.

Introduction

Operation of enterprises in the conditions of iasieg competition in the
market involves uncertainty regarding "intentionaliccess. Furthermore,
the current period of economic downturn forces icormus changes in the
business, and it causes companies to be more l8exibrelation to the

© Copyright Institute of Economic Research & Polistonomic Society Branch in Tatu
Date of submission: April 12, 2013; date of accepéa March 8, 2014

U Contact: sebastian.tomczak@pwr.edu.pl, Wroctaw vemsity of Technology,
Wybrzeze Wyspiaskiego 27, 50-370 Wroctaw, Poland



60 Sebastian Tomczak

newly created market conditions and competition.

The prediction of changes in the company constdugggious types of
integrated models. These models are designed taadeahe company as
awhole — it is called integrated financial anadydising these models,
a company is classified into one of the specifiatbgories. Models of dis-
criminant analysis are the most frequently useddkK@010, p. 96).

Altman, was a pioneer of inventing of discriminamalysis to predict
the bankruptcy of individuals, who presented in 836 synthetic model
consisting of five financial ratios (Altman, 1998, 186). In Poland, the
first similar models were constructed in the 9G'¢she twentieth century,
after the economic transformation abtynska is considered as one of the
most famous Polish researchers in the bankruptdgdifiduals and their
forecasting. She has created many models of dis@tion (Maczynska,
1994, pp. 42-43; Nczynska & Zawadzki, 2006, pp. 205-234). In addition
to the proposed models ofgekzynska, many other authors of Polish models
can be presented, namely: Appenzeller and Szal&A( pp. 120-128);
Gajdka and Stos (1996a, pp. 138-147; 1996b, p5H6Hadasik (1998,
pp. 133-175); Hamrol (2004, pp. 35-39); Hotda (20@p. 306-310);
Prusak (2005, pp. 131); Pogofika and Sojak (1995, pp. 53-61); Prusak
(2005, pp. 92-123). It should be emphasized thatRblish models are
better in predicting financial condition of the goamies in Polish economy
than overseas models (Tomczak, 2009, pp. 161-166icZak, 2010, pp.
91-101).

Integrated models are usually constructed on tkés lud financial indi-
cators. The basis source for many of these modelsimilar financial rati-
0s, in many cases they are the same. Thereforanagsis of 47 models
and 34 integrated models allowed to select 13 mastmon indicators in
these models. The selected indicators come froferdit groups: four
ratios of the turnover, three indicators of ligtydiprofitability and debt. It
should be noticed, that some of selected indicdtave predictive features.
These distinguishing marks were observed by TomerakGorski (2011,
pp. 159-168); Tomczak (2012, pp. 203-208), Tomcaa#t Gorski (2012,
pp. 208-226) in the study of the approaching insoby of analyzed groups
of companies.

Conducted research that basically came down taledilcg values of
particular financial indicators was based on sifigdli financial reports of
companies, which was taken from Emerging Marketsrination Service
(EMIS). In this database one can find the most mgwd information re-
garding markets and companies.
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The purpose of this article is evaluation of thetseof animal slaugh-
tering and processing in the years 2000-2011. Tkeage values and me-
dian of the most common financial ratios modelsengssessed. The calcu-
lation of average values of selected indicators pvidvide benchmarks for
the trade. This calculations enable an evaluatfaie sample of selected
bankrupt companies, which indicate the cause df fadure. The study
used the following methods:

— Studying literature.

— Case Studies.

— The study on the example of financial indicatorsafpanies from the
sector of animal slaughtering and processing.

Methodology of research

There are many causes of business failure. Thedeafticuses on the identi-
fication of the causes of the financial bankrupgi€gompanies, on the basis
of financial analysis. In literature there are mahystrated integrated mod-
els, as mentioned above, although in practice #reynot used. So the
companies do not use them to monitor their findrevadition. The author
wanted to demonstrate financial reasons for busif@fire by analyzing
financial ratios.

First, models were analyzed in terms of repeatstmli indicators. Then
those that occurred most frequently in models veetected. Next, values
of selected indicators for a sample of 395 commawiere calculated.

Each industry is characterized by different chamastics, even when
food production as a whole is analyzed. Finan@tbs can have different
values than the chosen sector of animal slauglgteand processing
(Tomczak, 2013, pp. 409-423). The author consittegse values of ratios
as a standard value for the industry. The acceapgtedence of value ratios
were compared with the values of the calculatedcaidrs for bankrupt
companies. This made it possible to demonstratelwiimancial indicators
signaled an impending bankruptcy.

Selection of the companies
Ten bankrupt companies of the sector of animalgélsring and pro-

cessing was selected for the analysis. Selectellriggincompanies are
presented in Table 1.
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Table 1.Selected bankrupt companies

The .
Nr Name of the bankrupt company Founded | period of . Size
[in ths. zI]
study
1. BARTA 1990 2011 166,76
5 KROTOSZYNSKA SPOLDZIELNIA
’ PRODUCENTOW WOLOWINY 2005 2010 545,27
3. PMB Biatystok S.A. 1962 2011 974,65
4. RPM J. | P. GAWLOWSKI S.C. 1990 2009 6175,54
5. SPOLDZIELNIA DOBROSEAWA 1945 2010 8495,21
6. | UBOJNIA DOBROSLEAWA SP.Z 0.0. 2001 2010 12693,86
7. WIR EURO UBOJNIA 2004 2011 15323,38
8. ZAKEAD W EDLINIARSKI MARY-
MUD MARIAN | RYSZARD MUDZO 1996 2010 18964,21
9. ZM MAT CZERNIEWICE SP. Z O.0. 2000 2010 54859,54
10 ZPM IZABELA | ZBIGNIEW GRA-
' BOWSCY S.J. 1996 2010 92623,81

Source: own work.

In addition to the analysis of indicators of thenkaipt companies, in
the paper an evaluation of the sector of animalgtitering and processing
is carried out. The calculation of average (meaaluer of each financial
indicators provides benchmarks for the assessitigeofompanies involved
in the industry.

Thirty-four integrated models (mostly of Polish laatship) were ana-
lyzed,under which a group of 13 most commonly used fir@matios was
selected. This group of financial indicators wasduto evaluate companies.
Selected indicators come from the different grodipgr ratios of the turno-
ver, three indicators of liquidity, profitabilitynal debt. Table 2 presents
selected financial ratios - starting with thoset thi®e the most common in
integrated models. Due to the volume restrictionstlee article, further
information of integrated models can be found idtrflan & Hotchkiss,
2006, pp. 233-264; Prusak (ed.), 2007; pp. 162-Za&ska, 2002, pp. 23-
50).
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Table 2.Selected financial ratios

current liquidity ratio,

total asset turnover,
total debts to assets,
RO,

inventory turnover,

equity to assets,

net profit + depreciation to total liabilities,
the size of the working capital ratio (1),
ROA,

gross profitability,

the size of the working capital ratio (2),

accounts receivable turnover,
revenue growth.

Source: own work.

It is worth to notice that some of the selecteddatbrs have a predic-
tive features:
— current liquidity ratio,
— net profit + depreciation to total liabilities,
- RO,
— equity to assets,
— the size of the working capital ratio (1),
— ROA,
— the size of the working capital ratio (2).
The low values of these indicators may suggesterideation of the fi-
nancial condition of the company, which could capstly lead to bank-
ruptcy (Tomczak, 2012, p. 206).

Analysis of selected companies of the sector
of animal slaughtering and processing

395 companies from the sector were analyzed. Medmes of selected
indicators, median and standard deviation wereutatled on the basis of
companies' financial statements. The summarizedtsesf the research are
presented in charts 1-13. The summarized results uged as a model to



64 Sebastian Tomczak

try to assess the causes of the bankruptcy oftedleample. Due to the
lack of access to the financial statements fomothe year prior to bankrupt-
cy, the tested sample included only 10 companies.

Due to the limits of the article, the following iedtors are not included
in the detailed analysis:

— equity to assets, for which the average (meanjuates 38-50%, while

the median is in the range of 37-46%,

— the size of the working capital ratio (2), for theerage (mean) fluctu-
ates 0,02-0,50, while the median is in the rang®.60#4-0.09.

The first analyzed indicator is current liquidittio (see Figure 1). Ac-
cording to the literature, the value of this rasisould fluctuate between
1.2-2.0 (Walczak (ed.), 2007, pp. 356-357). Howet@r each sector, the
optimum value of this ratio can vary.

Figure 1. The values of the current liquidity ratio durip@00-2011
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Source: own work.

Analyzing the first indicator, it can be said ttia¢ average value of the
current liquidity ratio for the period 2000-2011cilstes between 1,31-
1,89. However, the median value is significanthydéo and fluctuates in the
range of 0,93-1,14. The mean value of this raticoisparable to the pre-
ferred values given in the literature. Howeveshbuld be noted that devia-
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tions from the mean for some years is significavtiich may affect the

misinterpretation, therefore more appropriate mea$u this case is the
median.

Table 3.The values of the current liquidity ratio of théesed sample

Name of the bankrupt company CA/STL
BARTA 56,10
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 1,15
PMB Biatystok S.A. 0,55
RPM J. | P. GAWLOWSKI S.C. 0,86
SPOLDZIELNIA DOBROSEAWA 0,66
UBOJNIA DOBROSEAWA SP. Z O.0. 0,37
WIR EURO UBOJNIA 0,71
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD MU-

DZO 5,08
ZM MAT CZERNIEWICE SP. Z O.0. 1,17
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 0,91

Source: own work.

Among the bankrupt companies presented in Talilee3company Bart
for the year before the bankruptcy was charactetizethe highest value of
test ratio — 56.10. This high value indicates ageitlity — a big freeze of
funds in current assets. Zaklact@lliniarski also is characterized by excess
liquidity. Other failed companies are characteribgdow liquidity, or the
lack of it. Lack of liquidity appeared in such coampes as PMB,
Spoétdzielnia Dobrostawa, Ubojnia czy Wir Euro. Néket this indicator
has the predictive features, therefore low valddsie ratio can contribute
to the bankruptcy.

The second indicator is total asset turnover (3gar& 2). Using this
pointer, one can examine the value of sales ataiide to the assets. The
positive trend is considered to increase the vafukis indicator.

According to literature, the value of this raticoshd oscillate between
0.5 and 1.5. The interpretation of these valuespsesentative of the return
on capital, expressed in PLN (Kowalak, 2008, p.)151
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Figure 2. The values of total asset turnover during 2000120
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Source: own work.

During the analyzed period, the average value ®Bfset turnover ratio
fluctuates in the range of 3,09-4,31. However, rtfedian value is slightly
lower and oscillates in the range of 2,72-3,35. @kerage value of this
indicator is higher than the preferred values giirethe literature, which
results in a higher rate of return on capital, esped in PLN. However,
since 2009, was a decrease in the value of theatuti which translates to
reduced returns. At the end of the period, the evadfithe indicator was
3.09, which means that 1 PLN equity in a compargaged in the business
will bring 3.09 PLN net sales of products.

The two companies that closed down during the pefiable 4), were
characterized by a very high rate of return ontepecause the values of
this ratio for the company Krotoszska Spoétdzielnia and RPM are higher
than the industry average. It is worth noting thlhé Krotoszyiska
Spbdzielnia sold out all fixed assets in orderdg pome part of the liabili-
ties, so the value of the indicator is high. Othankrupt companies have
a much lower value of the index. Bart company reddhe lowest value of
indicator close to zero.
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Table 4.The values of total asset turnover of the selestedple

Name of the bankrupt company SR/ITA
BARTA 0,01
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 15,45
PMB Biatystok S.A. 2,79
RPM J. | P. GAWLOWSKI S.C. 4,49
SPOLDZIELNIA DOBROSEAWA 1,75
UBOJNIA DOBROSEAWA SP. Z 0.0. 1,90
WIR EURO UBOJNIA 1,51
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD 2,76
MUDZO

ZM MAT CZERNIEWICE SP. Z O.0. 1,68
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 3,12

Source: own work.

Another indicator is considered total debts to tss&ee Figure 3). This
ratio determines the amount of the liabilities ¢ign capital) to the assets
of the company. The benchmark value of this raficillates according to
western standards in the range of 57-64%. Howeawer high a value of
indicator signals a high financial risk, it is imfioation for managers of the
prospect of losing the ability to repay liabilitig€wigkata-Malys &
Nowak, 2005, p. 121).

Based on the above chart, it can be concludeditivatg the period the
company used less and less of foreign capital.réason may be increased
restrictions associated with obtaining credits esitk autonomy of the
business from lenders, which especially in timegrgdis is a positive de-
velopment.
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Figure 3. The values of total debts to assets during 2002
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Source: own work.

Table 5.The values of total debts to assets of the selesztegple

Name of the bankrupt company TDITA
BARTA 0,02
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,87
PMB Biatystok S.A. 1,02
RPM J. | P. GAWLOWSKI S.C. 0,71
SPOLDZIELNIA DOBROSEAWA 0,26
UBOJNIA DOBROSEAWA SP. Z 0.0. 0,41
WIR EURO UBOJNIA 0,65
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD 0,10
MUDZO

ZM MAT CZERNIEWICE SP. Z 0.0. 0,60
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 0,61

Source: own work.
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Six of ten companies listed in Table 5 was chareetd by a very high
share of foreign capital. Especially in times déisrcan lead to tragic con-
sequences, as a too high share of foreign capaadkslito abnormal depend-
ence on the lender, which translates into a vegh lebst of foreign capital
and higher financial risk. These companies are d&nhiska Spétdzielnia,
PMB, RPM, WIR, ZM MAT and ZPM. Other bankrupt conmies are
characterized by a lower share of foreign capital.

The next indicator is considered to be net profilepreciation to the to-
tal liabilities which is also sometimes called tineicator of credit (see
Figure 4). The value of ratio specifies the coveraftotal liabilities with
financial surplus generated by the company. Thesase in the value of
this indicator is considered to be a positive depeient, it means a reduc-
tion in the time it takes us to repay (Zaleska,Z2Qqi 89).

Figure 4. The values of net profit + depreciation to tdtabilities during 2000-
2011
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Source: own work.

Average value of the indicator fluctuates in thege of 0,34-0,76,
while the median value is lower and oscillateshia tange of 0,15-0,23.
During the study period, a slight upward trend banseen, not including
last year, which may mean a reduction of the tiagpiired by the company
to pay off liabilities. Especially during a crisis,is a preferred phenome-
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non. It should be noted that the deviations of meaiharge, therefore
a more appropriate measure of assessment is thHanmed

Table 6. The values of net profit + depreciation to totabillities of the selected
sample

Name of the bankrupt company NP+D/TL
BARTA -29,66
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWI- 0,23
NY

PMB Bialystok S.A. -0,19
RPM J. | P. GAWLOWSKI S.C. 0,13
SPOLDZIELNIA DOBROSEAWA -0,07
UBOJNIA DOBROSEAWA SP. Z 0.0. -0.41
WIR EURO UBOJNIA -0,11
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD 0,29
MUDZO

ZM MAT CZERNIEWICE SP. Z 0.0. 0,06
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 0,08

Source: own work.

Out of ten tested companies, six were charactebyea negative value
of the indicator. Those companies are Barta, PM#i&ielnia Dobrosta-
wa, Ubojnia, Wir, Zaktad \WWHliniarski. Negative values of this ratio indi-
cate a negative phenomenon — the lack of abilityeioerate profits for the
company and thus the loss of ability to repay tleipilities. For other
companies this ratio is higher than zero. On trashaf the negative value
of the indicator one can infer about the probabiit bankruptcy of a com-
pany.

Another indicator is considered to be inventorynawer ratio (see Fig-
ure 5). The ratio of inventory turnover indicatee nhumber of days during
which the company renews its inventory. A too haglevel of indicator
(low inventory turns per year) is judged negativiecause it demonstrates
the involvement of larger stocks, by freezing moash. It means that the
company has managed its inventory very poorly ([Bady al. 2005, p. 3).
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Figure 5. The values of inventory turnover during 2000-2011
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Source: own work.

The values of the analyzed indicator — inventomndwuer values are
strictly related to the nature of the businesshis industry, maintenance of
a stock at the right level is crucial. Basing oa #malysis of the chart, it is
found that the value of the indicator oscillatesaeen 12-17 days. Howev-
er, the median value is lower and fluctuates inrimge of 7-12 days. Dur-
ing the period every 15 days followed stocks tuerov

Table 7.The values of inventory turnover of the selectedda

Name of the bankrupt company I/SR
BARTA 102,71
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,00
PMB Bialystok S.A. 13,15
RPM J. | P. GAWLOWSKI S.C. 29,57
SPOLDZIELNIA DOBROSEAWA 6,84
UBOJNIA DOBROSEAWA SP. Z 0.0. 4,47
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Table 7 Continued

Name of the bankrupt company I/ISR
WIR EURO UBOJNIA 12,24
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD

8,19
MUDZO
ZM MAT CZERNIEWICE SP. Z O.0. 27,09
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 15,85

Source: own work.

Three companies of the analyzed group have higiventory turnover
than the industry average. Those companies area,BAMB, RPM. An
important role in this sector is played by a propenover stocks, because
food supplies have validity term for consumptiotoc&s are excluded from
trade beyond the expiry date, which generates .cthgssworth mentioning
that Krotoszyiska Spétdzielnia did not have any stock, so theevalf the
indicator is equal to zero.

The sixth indicator is the rate of return on investt — ROI return (see
Figure 6). Return on investment determines thel lef/@perating profita-
bility of the company, which is the core businesswhich company was
"brought to life". Return on ROI can determine #ility of assets to gen-
erate profit, no matter how they are financed (Skagka-Mielczarek &
Leszczynski, 2007, p. 160).

Figure 6. The values of ROI during 2000-2011
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During the period companies generate an operatioit ppetween 6-
13%. However, the median value is slightly lowed ascillates between 5-
9%. The mean value of this ratio is high, whichldaunean that the indus-
try was well during the period, bringing profits.

Table 8.The values of ROI of the selected sample

Name of the bankrupt company OP/TA
BARTA -0,07
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,27
PMB Biatystok S.A. 0,00
RPM J. | P. GAWLOWSKI S.C. 0,11
SPOLDZIELNIA DOBROSEAWA -0,03
UBOJNIA DOBROSEAWA SP. Z 0.0. -0,22
WIR EURO UBOJNIA -0,12
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD 0,06
MUDZO

ZM MAT CZERNIEWICE SP. Z 0.0. 0,04
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 0,00

Source: own work.

Seven companies were characterized by a negatlue o the ratio.
The companies are Barta, PMB, Spoétdzielnia DobvestdJbojnia, Wir,
Zaktad Wedliniarski oraz ZPM. This is bad, because negaisiees indi-
cate that the company generates a loss from tleeamtivities for which it
has been "brought to life". Note that this indicdtas the predictive char-
acteristics, therefore low values of this ratio cantribute to the failure.

Seventh indicator is the size of the working cdpaé#io (see Figure 7).
It is assumed that a high level of working capitaio means great in-
volvement of working capital in the total asseswell as high liquidity of
the company. However, it should be noted that #grek of wear and tear
of fixed assets influences the size of ratio. Trdidator value is relatively
high, when a firm has a low level of fixed assata @ignificant degree of
wear. In this case, it will not mean a favorableiaion of the company
(Kusak, 2006, pp. 46-47).
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Figure 7. The values of the size of the working capitailorgt) during 2000-2011
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The indicator of working capital during the perifidctuates between
-0.02-0.06. However, the median value oscillatesirzd the -0.03-0.19.
The values of the tested ratio increase since ZDA4.could mean that the
involvement of working capital in the total assétsreased, which is

a good thing.

Table 9.The values of the size of the working capital réfip of the selected sam-

ple
Name of the bankrupt company WC/TA
BARTA 0,98
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,13
PMB Biatystok S.A. -0,26
RPM J. | P. GAWLOWSKI S.C. -0,09
SPOLDZIELNIA DOBROSEAWA -0,09
UBOJNIA DOBROSEAWA SP. Z 0.0. -0,21
WIR EURO UBOJNIA -0,14
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Table 9 Continued

Name of the bankrupt company WC/TA
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD 0,42
MUDZO

ZM MAT CZERNIEWICE SP. Z O.0. 0,04
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. -0,03

Source: own work.

Among the ten companies, six of them have a negatue of the in-
dex. This is considered negative phenomenon, becauseans that the
involvement of working capital in the total assetractically none, de-
notes low liquidity as well. Those companies areBPRPM, Spétdzielnia
Dobrostawa, Ubojnia, Wir oraz ZPM. Other failed quanies are charac-
terized by positive values of the index.

Eighth, in turn, the indicator of the profitabilif assets ROA ratio is
considered (see Figure 8). This indicator showseffieiency of the busi-
ness assets. In addition, it also determines tHigyadf the business assets
to generate profits. Benchmark value fluctuatekh@range of 2 to 6%. The
authors of (lwanicz-Drozdowska, 2005, pp. 69-73)vshhat the value of
this ratio should be higher for small businessas fior big.

Figure 8. The values of ROA during 2000-2011
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In the analyzed period, the average value of theator of profitability
fluctuates between 2-11%. However, the median valuewer and oscil-
lates in the range of 3-6%. The mean value of idti® is higher than the
preferred values quoted in the literature, whictansethat companies in the
industry manage their assets efficiently.

Table 10.The values of ROA of the selected sample

Name of the bankrupt company NP/ TA
BARTA -0,53
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,19
PMB Biatystok S.A. -0,23
RPM J. | P. GAWLOWSKI S.C. 0,05
SPOLDZIELNIA DOBROSEAWA -0,04
UBOJNIA DOBROSEAWA SP. Z O.0. -0,23
WIR EURO UBOJNIA -0,13
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD

MUDZO -0,06
ZM MAT CZERNIEWICE SP. Z O.0. 0,01
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. -0,03

Source: own work.

The conducted analyses indicate that companieshvei characterized
by a negative value of assets profitability ralenehave an operating loss.

The ninth indicator considered is the receivallesdver ratio (see Fig-
ure 9). The indicator of receivables turnover ratieans the average num-
ber of days within which payment from customerslig. A high level of
this ratio indicates inefficient revenue collectipolicy, which is unfavora-
ble for the company, as it means greater involvérmakoapital in the circu-
lation. High levels may indicate the presence aflh@coverable receiva-
bles, uncollectible in the future (Mohr, 2006, gB-52).
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Figure 9. The values of accounts receivable turnover du2ip@0-2011
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Source: own work.

The average value of the receivables turnover thtitng the period os-
cillates in the range of 29-40 days, whereas, thdiam value is lower and
fluctuates between 23-32 days. In this period tlerge downward trend in
the value of the indicator with the exception of tast two years. This is
beneficial for companies in the industry, becausey trecover the their
receivables more effectively. The average periodeokivables collection
was 34 days.

Table 11.The values of accounts receivable turnover of #hecsed sample

Name of the bankrupt company R /SR
BARTA 522,74
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 12,80
PMB Biatystok S.A. 23,71
RPM J. | P. GAWLOWSKI S.C. 11,06
SPOLDZIELNIA DOBROSEAWA 25,90
UBOJNIA DOBROSEAWA SP. Z 0.0. 18,21
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Table 11 Continued

Name of the bankrupt company R /SR
WIR EURO UBOJNIA 67,29
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD

MUDZO 58,80
ZM MAT CZERNIEWICE SP. Z O.0. 29,36
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. 13,45

Source: own work.

The listed companies didn't have control of debtection. Improper
debt collection can lead to bankruptcy. The thremmanies have a much
higher ratio than the preferred value of the indysthich are Barta, WIR
and Zaktad Wdliniarski.

Tenth, in turn, the indicator of the gross profiifpratio before tax is
considered (see Figure 10). Gross profitabilityidatbr shows the com-
bined financial effect of pre-tax, resulting froiththe company's activities
in relation to sales revenues. Includes gross mangiained from operating
activities, the costs of the enterprise, the cosates, as well as the effects
of the financial operations and extraordinary rssurhis indicator shows
the complete picture of the company achieved gme®rmance before tax
(Kowalczyk & Kusak, 2006, pp. 4-5).

Figure 10.The values of gross profitability during 2000-2011
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Source: own work.
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The average value of this ratio oscillates in taege of -0.4%—3.6%,
while the median value is slightly lower and fluates around the 1.2%—
2.1%. It can be seen that the worst year for tdestry was 2000, the be-
ginning of the study period, because then the aeevaas -0.4%, it means
that companies achieved a loss.

Table 12.The values of gross profitability of the selectadple

Name of the bankrupt company GP /SR
BARTA -36,22
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW WOLOWINY 0,01
PMB Biatystok S.A. -0,08
RPM J. | P. GAWLOWSKI S.C. 0,02
SPOLDZIELNIA DOBROSEAWA -0,02
UBOJNIA DOBROSEAWA SP. Z O.0. -0,12
WIR EURO UBOJNIA -0,09
ZAKEAD W EDLINIARSKI MARYMUD MARIAN | RYSZARD -0,02
MUDZO

ZM MAT CZERNIEWICE SP. Z O.0. 0,01
ZPM IZABELA | ZBIGNIEW GRABOWSCY S.J. -0,01

Source: own work.

Analyzing the failed companies presented in Taldgitlcan be seen
that the seven companies are characterized byatinegalue of the ratio.
The companies are Barta, PMB, Spoétdzielnia DobvestdJbojnia, Wir,
Zaktad Wedliniarski oraz ZPM. This is considered as a negagihenome-
non, because the company does not achieve salgiedhess. The re-
maining companies are characterized by the valtiegtio close to zero.

The last analyzed indicator is revenue growth (s¢e Figure 11). The
level of revenue growth ratio in companies whick ar good financial
condition usually increases gdzynska & Zawadzki, 2006, p. 16).
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Figure 11.The values of revenue growth during 2000-2011
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Source: own work.

Analyzing the eleventh and the last indicatorait de stated that during
the period companies increases sales by the avefdd®o per year (aver-
age value fluctuates in the range of -4%—-38%, ithis desirable trend that
should occur in every company.

Table 13.The values of revenue growth of the selected sample

Name of the bankrupt company SR-SR
BARTA 0,98
KROTOSZYNSKA SPOLDZIELNIA PRODUCENTOW 0,74
WOLOWINY

PMB Biatystok S.A. 0,50
RPM J. | P. GAWLOWSKI S.C. 0,69
SPOLDZIELNIA DOBROSEAWA 1,03
UBOJNIA DOBROSEAWA SP. Z 0.0. 0,76

Source: own work.
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Due to the lack of data the value of indicator walsulated only for six
failed companies. In interpreting this table, wa canclude that only one
failed company was characterized by the increaghefrevenues for the
year prior to bankruptcy. The declining value ofaeues mean that com-
panies do not prosper properly.

Analysis of the results
In Table 14 a summary of results — the causes sinbss failure in the

sector — is presented.

Table 14.Possible causes of business failure based on #igs@of indicators

Causes of bankruptcy
c B wn 58
22| 28| 28 3.8,
Name of the bankrupt company | & g S < = S 2.3 8 | = £ 8%
82| 258 | 335 |22| 28
Eg 28| 2o |g=|¢
= o = g | = o
(8] — =
BARTA X X X
KROTOSZYNSKA SPOtDZIEL-
NIA PRODUCENTOW WOLOWI- X
NY
PMB Biatystok S.A. X X X
RPM J. | P. GAWLOWSKI S.C. X X X
SPOLDZIELNIA DOBROSEAWA X X
UBOJNIA DOBROStEAWA SP. Z
X X
0.0.
WIR EURO UBOJNIA X X X X
ZAKEAD W EDLINIARSKI MA-
RYMUD MARIAN | RYSZARD X X
MUDZO
ZM MAT CZERNIEWICE SP. Z X X X
0.0.
ZPM IZABELA | ZBIGNIEW . X X
GRABOWSCY S.J.

Source: own work.
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Analyzing the above table, it can be seen thatafribe most common
causes of business failure in the sector was gangrimsses of the core
business, for which the company has been "broughifet’. Seven out of
ten companies did not generate profit.

Another reason was low or lack of liquidity. OnlyaiBa and Zaktad
Wedliniaski were characterized by excess liquidityhiehh was caused by
poor management of inventory and poor debt cobecti

The next cause of bankruptcy is a too high shaferefgn capital in the
total assets. Generally, during the economic domntbhe companies in
which foreign capital was used to the largest exive problems, result-
ing in excessive dependence on the lender, whastslates into a high cost
of foreign capital and higher financial risk. Inigtcase, the rule is con-
firmed.

The next causes are improper and poor inventoryagemnent, as well
as collectability of receivables — those causescafi company’s liquidity.
In the analyzed sector proper turnover stocks oitant. It is conditioned
by a specific term of validity for consumption. Nagging stock in the peri-
od of validity of generates costs. In the casargiroper debt collection, it
can also lead to bankruptcy, as the company sadugts without receiv-
ing money for it at the right time.

Conclusions

In this study the sector animal slaughtering amat@ssing in the period

2000-2011 was assessed. The basis for evaluatidneoector were the

values of 13 commonly financial ratios used in dismant analysis mod-

els. Financial reports of listed companies in teeta were used in paper

— 395 company reports. The source of these finmeforts are EMIS

database. The results of the calculated ratiospegsented in graphical

form. The calculated mean values of selected ihoisawere used as

a model to evaluate a sample bankrupt companies.rddsons for failure

were assessed on the basis of appointed samptargfanies. It should be

noted that due to lack of access to the finantséments for the year prior

to bankruptcy companies, the tested sample waslycompanies.
Analysis of selected indicators showed that thadsied values of indi-

cators for the selected sector oscillate in thgegmean, median):

— 1,34-1,89 (0,93-1,14) for the current liquidityioat

— 3,09-4,18 (2,72-3,55) for the total asset turngaép,

43-57% (45-59%) for the total debt ratio,

0,34-0,76 (0,15-0,23) for net profit + depreciattortotal liabilities,
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— 12-17 days (7-13 days) for the inventory turnoatior

— 6-13% (5-9%) for the ratio return on investment (RO

— 38-50% (37-46%) for equity to assets ratio,

— -(0.02) -0.06 (- (0.03) -0.06) for the size of therking capital ratio (1),

— 2-11% (3-6%) for the ratio profitability on ass@®&0A),

— 29-40 days (23-30 days) for receivables turnovéo,ra

— - (2%) 4% (1-2%) for gross profitability ratio,

— 0,02-0,50 (- (0.04) -0.09) for the size of the wngkcapital ratio (2),

— - (4%) 36% (- (4%) -20%) for the revenue growthaat
Analyzing the calculated values of the indicatas be said that the in-

dustry is characterized by:

— a high return on capital employed, expressed in ,Palbhough there
was a decline at the end of the period. At theadritie period, the value
of indicator was 3.09, which means that 1zl invdleapital in the com-
pany will bring 3.09 zl revenue sales,

— reducing debt, which at the end of the period arteximo 43% of as-
sets, which translates into a low financial risk,

— high degree of financial surplus of liability coage, which reduces the
time it takes the company to pay off liabilitiessdecially during the
economic recession the phenomenon is desired,

— quick inventory turnover, on average every 15 dipfowed stocks
turnover. It is worth noting that it is very impartt to frequent turnover
inventory in this sector, as it is usually foodcst®, which have a validi-
ty term,

— high return on investment and a high return ontagsegenerate profits,

— low involvement of working capital to total assets,

— a moderate collectability of receivables, averafeeoeivables collec-
tion period was 34 days , it is not a stunning ltesu

— Attempt to assess the causes of the bankruptchagen sample based
on selected indicators showed that:

— One of the most common causes of bankruptcy of emieg in the
sector is generating losses of the core businessytich the company
is "brought to life" - 70% of companies did not geate profits.

— The second reason was the low liquidity or lack.of

— The third reason was too high share of foreigntehjm total assets,
because it leads to abnormal dependence on therlend

— The fourth and fifth are caused by poor managemémventory and
weak collectability of receivables, the causes Whignificantly affect
liquidity.
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It is worth noting that the indicators: currentioatequity to assets and
return on investment (ROI) have predictive featufsidies have shown
that even in this case, the values of these inglisatre essential to the con-
tinued functioning of businesses.

The next step in the research is to analyze thgaaias due to the age
and size of the company and increased researcHesamp
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