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Evaluation of Competitiveness of Selected Company 

 
 

Abstract 

This bachelor thesis consists of competitiveness and financial analysis of Wemac s.r.o. 

company. The goal of this thesis is to introduce the background of selected company and analyse 

its position on the market. Financial analysis compares the years 2014-2016. 

Financial analysis found out that the company does not have any financial problems or 

debts in comparison with the whole sector. However, the company has a big amount of 

underused money. Liquidity of the company has higher amount, which means that it can damage 

the profitability of the company. Especially current ratio and quick ratio are higher than 

recommended value.  

Market analysis detected that the market position tends to perfect competition because 

there is no monopoly. There are more rivals on the market but on the other hand Wemac 

company has a big advantage, because the company has started earlier than others and provides 

good quality products. The biggest weakness is that the entire business of the company is 

dependent on suppliers. If there is a problem with the suppliers and their manufacture, the 

company can lose some goods from its portfolio. 

 

Keywords: financial analysis, vertical analysis, horizontal analysis, swot, porter’s five forces, 

balance sheet, profit and loss statement, competitiveness  

  



8 

 

Zhodnocení Konkurenceschopnosti Vybraného Podniku 

 
 

Abstrakt 

 

Tato bakalářská práce se skládá z konkurenceschopnosti a finanční analýzy společnosti 

Wemac s.r.o.. Cílem této práce je představit prostředí vybrané firmy a analyzovat její pozici na 

trhu. Finanční analýza se zabývá dobou mezi roky 2014-2016. 

Finanční analýza zjistila, že firma nemá finanční potíže nebo dluhy v porovnání s celým 

sektorem. Nicméně společnost má velké množství nevyužitých finančních prostředků. Likvidita 

společnosti má vyšší hodnotu což znamená, že může uškodit ziskovosti. Obzvlášť běžná a 

pohotová likvidita je vyšší než doporučená hodnota.  

Analýza trhu objevila, že trh vede k dokonalé konkurenci, není zde monopol. Na trhu je 

více konkurentů, ale společnost Wemac má velikou výhodu, protože se dostala na trh vrzy a 

poskytuje kvalitní produkty. Největší slabinou je, že firma je závislá na dodavatelích. Kdyby 

nastal problém s dodavateli a jejich výrobou, společnost může ztratit některé produkty. 

 

Klíčová slova: finanční analýza, vertikální analýza, horizontální analýza, swot, porterův model 

pěti sil, rozvaha, výkaz zisku a ztrát, konkurenceschopnost 
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1 Introduction 

Nineties in the Czech Republic represented a freedom and new start for the Czech 

Republic and a business. Some people decided to set up their companies after Velvet Revolution 

and opening borders. It was easier to follow business trends because there was connection with 

states abroad.  

Among firms which started their business in nineties belongs Wemac company which 

started to sell filtration system. The founders of the company had competitive advantage because 

they belonged to the first companies which started their wholesale business in this engineering 

sector.  

Nowadays government has ordered a legislation about determining conditions of 

occupational health protection and more companies started to produce or sell filtration systems. 

Factories should protect their employees and a demand for filtration systems has increased. 

There is not monopoly in the Czech Republic but on the other hand this business does not tend 

to imperfect competition. 

First part describes basic terms and methods related to financial analysis, firm’s strategy 

and competitiveness. The second part will examine data of the real company with the financial 

analysis between the years 2014-2016, market analysis and compare it with the whole sector on 

the market.  
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2 Objectives 

The first objective is to introduce the background of Wemac company, its financial 

statements and the strategy of the company. Next objective is to apply learned methods from 

literature review to assess company’s performance during given years and to build up marketing 

analysis. Finally, an important objective is to interpret results of financial and market analysis 

and to evaluate competitiveness of a company.  
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3 Literature Review 

3.1 Financial Analysis 

The goal of financial analysis is to analyse and critic business problems, company 

performance and shareholder value in economic terms. It should take a careful adjustment of 

data because it is often prepared with different objectives. (Helfert, 2000) 

The role of financial analysis is to report and give information about company’s 

performance, changes in financial position to compare past and current year. There are several 

decisions to which evaluating financial reports: 

• Evaluating an equity investment for inclusion in a portfolio 

• Evaluating a merger or acquisition candidate 

• Evaluating a subsidiary or operating division of a parent company 

• Determining the creditworthiness of a company that has made a loan request and 

extending credit to a customer 

• Valuing a security for making an investment recommendation to others.     

• Forecasting future net income and cash flow. (Robinson, 2009) 

3.1.1 Users of Financial Analysis 

Financial analysis should provide information for decision-making. The first step before 

financial analysis is to determine the users and divide them into two basic groups: external and 

internal users.  

Among users belong management, investors or creditors who expect different objectives 

and sources of information. As is it seen in the table below, every audience has different 

objectives and sources of information.  
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Table 1: Map of Financial Analysis Objectives 

 

Source: TEMTE, Andrew. Financial Statement Analysis 

 

Internal users of the financial statements are related to the company. Internal users are 

represented by: 

• Managers and owners 

o It is important to use financial statements for their decision in business 

and to see financial position of an organisation.  

• Employees 

o Employees of the company use it for making collective bargaining 

agreements and for discussing promotions and rankings. 

 

Among external users belongs: 

• Institutional investors 

o Investors who use financial statements to assess the financial strength of 

a company. 

• Financial institutions  

o For example, banks or other institutions that decide to help the company 

with working capital 

• Government 
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o To analyse how the company pays taxes and to know about financial 

strength of a company 

• Vendors 

o To assess the creditworthiness of the business 

• General mass and media 

o Common people or media can be users of the analysis to think about a 

company (World Finance, Users of Financial Statements) 

 

3.2 Financial Statements 

Financial statements allow managers to observe the financial condition and operating 

results of the business. Helps to understand the cash flow patterns in more specific ways. At 

first, we should understand their nature and limitations before we can observe it. It reflects 

cumulative effects of all of management’s past decisions. They are governed by rules that 

attempt to consistently and fairly for every business transaction using the following principles: 

• Transactions are recorded at values prevailing in time 

• If values decline the adjustment can be made. 

• Revenues and costs should be recognized when pledged to and not when cash changes 

hands. 

• Periodic matching of revenues and costs is achieved via accruals, deferrals and 

accounting allocations 

• Permission for negative alternatives are required in the form of estimates that reduce 

profits and recorded value. It usually affects shareholder’s equity or special set-asides. 

(Helfert, 2000) 

3.2.1 Balance Sheet 

“The balance sheet presents a summary statement of the firm’s financial position at a 

given point in time.” (Gitman, 2003, s. 47) 
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It is a statement which records the categories and amounts of assets and liabilities 

incurred to lenders and owners. It must always balance. The main reason is that the value of 

total assets invested in the business at any point in time must be matched by the recorded 

liabilities and owner’s equity which supporting these assets. They reflect conditions on the date 

of their preparation. Balance sheet also represents the effect of all transactions and decisions 

that have been accounted for up to the date of preparation. Liabilities are obligations that 

represents claims against the assets of the business. It is the owner’s repayment priority. (Helfert, 

2000) 

We can divide the major assets as: 

• Current assets - short-term assets, expected to be transformed into cash within 1 year or 

less. Current assets turn over within a short period, such as cash, accounts receivable, 

inventories and marketable securities. 

• Fixed assets - used over a longer time, for example land, mineral resources, building, 

machinery and vehicles 

• Other assets - like deposits, patents and various intangibles 

Obtained major sources of the funds: 

• Current liabilities - short-term liabilities that should be paid within a year or less. It 

includes tax authorities, obligations to vendors, employees and lenders. 

• Long-term liabilities - involves bonds, loans and mortgages. It is a variety of debt 

instruments repayable beyond one year. 

• Owners’ equity - represents the set amount of funds administers to various classes of 

owners of the business and accumulated earnings kept in the business after payments of 

dividends (Helfert, 2000) 

3.2.2 Income Statement 

The income statement is the set of data which represents financial summary of the firm’s 

operating results during a specified period. The most common income statements covering 1-

year period ending at a specified date, usually the end of the year, the 31th of December. 

(Gitman, 2003) 



18 

 

It reflects the effect of management’s operating decisions on business performance and 

resulting the accounting profit or loss for owners of the business. The business is analysed over 

a specified time and the profit or loss calculated in the statement increases or decreases owner’s 

equity on the balance sheet. The income statement is helping to balance sheet to explain the 

change in owner’s equity. It provides a variety of performance assessment information and 

displays revenues recognizes for a specific period, the costs and expenses. (Helfert, 2000) 

The elements which involve revenues and costs are: 

• Sales for cash or credit,  

• General and administrative expenses or research and  

• Development costs  

• Purchased of goods or for resale or manufacture, or cost of services provided. 

(Helfert, 2000) 

3.2.3 Statement of Retained Earnings 

“The statement of retained earnings reconciles the net income earned during a given 

year, and any cash dividends paid, with the change in retained earnings between the start and 

the end of that year.” (Gitman, 2003, s. 47) 

Retained earnings represents the residual profit after taxes for the period. A net amount 

which remains in company after payment of interest and dividends. It forms a significant part 

of the funding potential for additional investment and growth on the bottom of the chart. 

(Helfert, 2000) 

3.2.4 Statement of Cash Flows 

Cash Flow means the difference in amount of cash available at the beginning of a period 

and the amount at the end of that period. It is called positive if the closing balance is higher than 

the opening balance. 

It captures the current operating results and the accompanying changes in the balance 

sheet. It gives us a resulting in cash from decisions made during a given period.  
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Cash flow statement consists of: 

• Investments - increases in assets are uses of cash and disinvestments in assets are 

sources of cash 

• Operations - Profitable are source of cash, losses drain cash from the system. 

• Financing – trade credit and new financing are sources of cash and repayments 

of liabilities, dividends or returns of capital are uses of cash (Helfert,2000) 

 

3.3 Competitiveness and Competition 

The term competitiveness means an ability of the firm to success on the market. It should 

offer products which has some protentional for buyers. Competition means something different 

for each company. For example, one of the most popular kind of competition is to be the best 

like at sports. It means that they want to be excellent: have the best industry, best products and 

employees. They would like to be number one, focus on market share, compete by imitation and 

they make a race that no one can win. For most managers is it and idea how competition works. 

 “If rivals all pursue the “one best way” to compete, they will find themselves on a 

collision course.” (Magretta, 2012, s. 24) 

Michael Porter has another opinion and compete to be the best is the wrong way of 

thinking about competition. He gave a name to this syndrome as a competition to be the best. 

For him strategic competition means choosing a different way from others. It should be variety 

of needs and to be unique. Every company is different; they produce a variety of products and 

services and every person has dissimilar needs and opinions as well. The aims are receiving 

higher returns, focus on profits, meet diverse needs of target customers, compete by innovation 

and get multiple winners. The real point of competition is not to beat your rivals; it is to earn 

profits. (Magretta, 2012) 

3.3.1 Competitive Strategy 

Competitive strategy means to find out how to be distinguished in the market. It is a 

combination of the ends for which firm wants to struggle and means how it wants to get there. 

In the picture below, we can see the formula of the key aspects of firm’s competitive strategy. 
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In the centre of the wheel are firm’s goals, the broad definition of how to compete specific 

economic and noneconomic objectives. Around the centre we can see key operating policies 

with which the firm is seeking to achieve these goals.  

“Depending on the nature of the business, management can be specific in articulating 

these key operating policies; once they are specified, the concept of strategy can be used to 

guide overall behaviour of the firm.” (Porter, 1980, s. 25) 

Figure 1: Wheel of Competitive Strategy 

 

Source: PORTER, Michael. Competitive Strategy 

In the other picture is the broadest level of formulating competitive strategy. It is 

composed of four key factors that determine the limit of what a company can successfully 

accomplish. The strengths and weaknesses of the company are its profile of assets and skills 

relative to competitors, including resources, technological posture or brand identification. Needs 

of the key executives, motivations are personal values, which must implement the chosen 

strategy. A company can successfully adopt internal limits to the competitive strategy. They are 

represented in strengths and weaknesses. (Porter, 1980) 
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Figure 2: How is the competitive strategy formulated 

 

Source: PORTER, Michael. Competitive Strategy 

3.3.2 Strategy 

“Strategy is the direction and scope of an organisation over the long term, which 

achieves advantage in a changing environment through its configuration of resources and 

competences with the aim of fulfilling stakeholder expectations.” (Johnson, 2008, s.3) 

Complexity is a defining feature of strategy and strategic decisions and is especially so 

in organisations with wide geographical scope, such as multinational. Uncertainty is inherent in 

strategy, because nobody can be sure about the future. (Johnson, 2008) 

3.3.3 Marketing 

“Marketing are activities of a company associated with buying and selling a product or 

service. It includes advertising, selling and delivering products to people.” (Investopedia, 

Marketing) 

Marketing is consisted of four important elements, 4P, which represent: 

• Product selection, identification and development 
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• Price determination 

• Selection of place – the point of sale 

• Promotional strategy development and implementation 

 

Marketing is based on consumers thinking, their satisfaction and it is important for 

companies to be more visible on the marketplace. The main goal of the marketing is to move a 

product or service from concept to the customer and to satisfy customer’s needs. (Business 

Dictionary, What is Marketing) 
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4 Methodology 

4.1 Financial statements analysis 

Many tools of analysis are used to assess the implication of financial statement data. 

Financial methods are divided into three basic groups: horizontal analysis, vertical analysis and 

ratio analysis. 

4.1.1 Horizontal Analysis 

Horizontal analysis which is called trend analysis is a technique for evaluating a series 

of financial statement data over a period. Users of this analyses compare one year to another. 

The aim of this analysis is to control the increase or decrease that has happened. This change is 

expressed as either amount or percentage.  

It is used in intracompany comparisons. It facilitates the comparison. It is used among 

basic financial statements which contain data for a minimum of two years or a summary of 

selected data which are for a series of five to ten years or even more. (Weygandt, 2010) 

 

Formula of changes since base period: 

𝐵𝑎𝑠𝑒 𝑝𝑒𝑟𝑖𝑜𝑑 𝑐ℎ𝑎𝑛𝑔𝑒 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡 − 𝐵𝑎𝑠𝑒 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡

𝐵𝑎𝑠𝑒 𝑦𝑒𝑎𝑟 𝑎𝑚𝑜𝑢𝑛𝑡
 

(1) 

Formula for horizontal analysis of current year in relation to base year: 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑒𝑠𝑢𝑙𝑡𝑠 𝑖𝑛 𝐵𝑎𝑠𝑒 𝑃𝑒𝑟𝑖𝑜𝑑 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡

𝐵𝑎𝑠𝑒 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡
 

(2) 

4.1.2 Vertical Analysis 

Vertical analysis, which is called common size analysis is a technique that expresses an 

item as a percentage of a base amount within a given year. It focuses on a given year and shows 

every component of it. This analytical method is very useful for both intercompany and 

intercompany comparisons. This method can show us proportional changes of account balances 

and then can compare account balances in different years. The main goal of this analysis is to 

examine relationship within a given year. (Gitman, 2003) 
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The vertical analysis formula: 

𝑉𝑒𝑟𝑡𝑖𝑐𝑎𝑙 𝑎𝑛𝑎𝑙𝑦𝑠𝑖𝑠 =  
𝑉𝑎𝑙𝑢𝑒𝑠 𝑜𝑓 𝐼𝑡𝑒𝑚

Sum of Items
 

(3) 

4.1.3 Ratio Analysis 

Ratio analysis expresses the relationship among selected items of financial statement 

data. A ratio expresses the mathematical relationship between one quantity and another. The 

relationship is expressed as terms or percentage, a rate or simple proportion. (Weygandt, 2010) 

Liquidity Ratios 

The liquidity of the firm which is measured by its ability to satisfy its short-term 

obligations. It refers to the solvency of the firm’s overall financing position. These ratios are 

good leading indicators of cash flow problems. The two basic measures of liquidity are the 

current and the quick ratio. 

Current Ratio  

Current ratio measures the firm’s ability to meet its short-term obligations. 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

(4) 

Quick Ratio  

Quick ratio, also called acid-test is like the current ratio except that it excludes inventory, 

which is generally the least liquid current asset. The low liquidity is caused because many types 

of inventory cannot be easily sold because they are partially complete item and inventory is sold 

on credit that makes it an account receivable before being converted into cash. 

𝑄𝑢𝑖𝑐𝑘 𝑅𝑎𝑡𝑖𝑜 =  
Current Assets –  Inventory

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

(5) 

Cash Position Ratio 

Cash position ratio is a ratio of financial assets and current liabilities. Among financial 

assets belongs cash, bank accounts and short-term financial assets.  
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𝐶𝑎𝑠ℎ 𝑃𝑜𝑠𝑖𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑜 =  
𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 
 

(6) 

Debt Ratios 

The debt position of a company shows the amount of other people’s money being used 

to generate profits. The more debt a company uses, the greater is the financial leverage in 

relation to its total assets. The more fixed cost debt is used, the greater will be its expected risk 

and return. 

“Financial leverage is the magnification of risk and return introduced through the use 

of fixed-cost financing, such as debt and preferred stock.” (Gitman, 2003, s.58) 

Debt Ratio  

Debt ratio is a measurement of the proportion of total assets financed by firm’s creditors. 

The higher is this ratio, the greater is the amount of money which is from other people.  

𝐷𝑒𝑏𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(7) 

Debt to Equity Ratio 

Ratio measures company’s debt capital relative to equity capital. Higher amount of this 

ratio means that the company has higher financial risk. (Robinson, 2009) 

𝐷𝑒𝑏𝑡 𝑡𝑜 𝐸𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 =
𝑂𝑡ℎ𝑒𝑟 𝑠𝑜𝑢𝑟𝑐𝑒𝑠

𝐸𝑞𝑢𝑖𝑡𝑦
 

(8) 

Profitability Ratios 

Profitability ratios measures the firm’s profits with respect to a given level of sales, a 

certain level of assets or owner’s investment. Without profits the firm could not attract outside 

capital. 

Gross Profit Margin 

Measures the percentage of each sales dollar remaining after the firm has paid for its 

goods. The higher gross profit margin, the better. 

𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝑆𝑎𝑙𝑒𝑠 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐺𝑜𝑜𝑑𝑠 𝑆𝑜𝑙𝑑

𝑆𝑎𝑙𝑒𝑠
 

(9) 
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Return on Total Assets (ROA) 

Return on total assets, which is often called the return on investment, measures the 

overall effectiveness of management in generating profits with its available assets. The higher, 

the better. 

𝑅𝑂𝐴 =
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑣𝑎𝑖𝑎𝑏𝑙𝑒 𝑓𝑜𝑟 𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(10) 

Return on Common Equity (ROE) 

With ROE is measured the return earned on the common stockholder’s investment in the 

firm. The higher return, the better off are the owners. (Gitman, 2003) 

𝑅𝑂𝐸 =
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑣𝑎𝑖𝑎𝑏𝑙𝑒 𝑓𝑜𝑟 𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠

𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘 𝐸𝑞𝑢𝑖𝑡𝑦
 

(11) 

Return on Sales 

ROS shows how many percent of revenue create the profit and display company’s 

effectiveness. (Investopedia, Return on Sales) 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑆𝑎𝑙𝑒𝑠 =  
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥𝑒𝑠

𝑆𝑎𝑙𝑒𝑠
 

(12) 

Activity Ratios 

Activity ratios, also called operating efficiency ratios, measure how well company 

manages various activities. How efficiently assets are used by a company. These ratios manage 

working capital and longer-term assets. 

Total Assets Turnover Ratio  

Total assets turnover ratio indicates money tied up in inventory and which can be used 

as resources to indicate inventory management effectiveness.  

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(13) 
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Inventory Turnover Ratio 

Inventory turnover ratio measures how many times is inventory of the company sold and 

replaced over a period of time. 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑆𝑎𝑙𝑒𝑠

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦
 

(14) 

Receivables Turnover Ratio 
 

Receivables turnover ratio measures an effectiveness and how many times accounts 

receivables are collected during a year. (Robinson, 2009) 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑆𝑎𝑙𝑒𝑠

𝑆ℎ𝑜𝑟𝑡 + 𝐿𝑜𝑛𝑔 𝑇𝑒𝑟𝑚 𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠
 

(15) 

 

4.2 Market Analysis 

4.2.1 PESTLE Analysis 

The PESTLE framework is composed of factors which influence the environment of the 

company. It provides general list of effects on the success or failure of strategies.  

 

PESTLE stands for: 

• Political  

o represents the main role of government and laws. Potential change of 

government which can cause changes in policies and priorities. 

• Economic  

o focuses on macro-economic factors like exchange rates, business cycles 

and differential economic growth rates all around the world. Economy 

can be limited to the home country or global trade laws. It has a 

worldwide impact. 

• Social  

o influences are consisted of changing cultures and demographics such as 

ageing populations. These factors are caused by customers.  
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• Technological  

o influences mean innovations like the internet and the rise of new 

composite materials. This area is important for development of 

technology. 

• Legal  

o wants to keep legislative constraints or changes like health and safety.  

• Environmental 

o stands for clean nature and environment such as pollution and waste. It is 

important to protect them. 

 

Managers should analyse these factors because it is important to see future aspects of the 

company. A lot of these factors are linked together. For example, technology developments can 

change economic factors in the way of changing working positions and environmental factors 

because it can reduce pollution. (Johnson, 2008) 

“The key drivers for change are environmental factors that are likely to have a high 

impact on the success or failure of strategy.” (Johnson, 2008, s.56) 

4.2.2 Porter’s Five Forces 

Porter’s five forces is updated framework of SWOT analysis. It is more specific for 

observing the environment of the company. It was used to evaluate profit protentional of 

different industries because a selected company is evaluated more deeply. The five forces 

represent an industry structure.  

“The five forces framework explains the industry’s average prices and costs, and 

therefore the average industry profitability you are trying to beat. The general rule is the more 

powerful the force, the more pressure it will put on the prices.” (Magretta, 2012, s. 35) 

Porter’s Five Forces framework was originally developed as a way of assessing the profit 

protentional. Porter’s opinion is that where these five forces are high, industries are not attractive 

to compete in. It is possible to do a strategic analysis even when the profit criteria may not apply. 

(Johnson, 2008) 
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Figure 3: The Five Forces 

 

Source: MAGRETTA, Joan. Understanding Michael Porter 

The five forces consist of: 

The threat of entry 

Entry barriers are protectors of an industry from newcomers who would add new 

capacity and who want to gain market share. It is influenced the most at degree of competition 

because it is an obligation to know how easy it is to enter the industry. It depends on the extent 

and height of barriers of entry. Barriers, factors that should be overcome by new entrants. For 

existing competitors are high barriers better because they can protect them from new 

competitors on the market. Typical barriers could be scale and experience, expected relation or 

legislation or government action. (Magretta, 2012) 

The threat of substitutes 

Substitutes are characterized by products or services that meet the same basic needs as 

the industry’s product in a different way. (Magretta, 2012) 

Substitutes offer a similar benefit with replacing a product to another type. It can 

influence a demand because customers can switch into these alternative because of 

advantageous prices.  
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“The simple risk of substitution puts a cap on the prices that can be charged in an 

industry.” (Johnson, 2008, s. 62) 

The power of buyers 

Customers are essential for the survival of any business. Concentrated buyers represent 

a few large customers account for more sales which increase buyers power. Low switching costs 

cause that buyers can switch between one supplier to another. If the buyer has some facilities to 

supply itself, it tends to be powerful. In negotiation, it can raise the threat of doing the suppliers’ 

job themselves. (Johnson, 2008) 

“Powerful buyers will force prices down or demand more value in the product, this 

capturing more of the value for themselves.” (Magretta, 2008, s.39) 

The power of suppliers 

Suppliers are people who supply the given organisation with things which the company 

wants to produce. For example, a fuel, raw materials and equipment. The factor that increasing 

supplier power is the opposite of buyer power. There are few producers which can dominate 

supply and suppliers have more power over buyers. If it is expensive to move from one supplier 

to another than buyers become more dependent. Suppliers have increased power when they can 

cut out buyers acting as intermediaries. (Johnson, 2008) 

“Power suppliers will change higher prices or insist on more favourable terms, lowering 

industry profitability.” (Magretta, 2012, s. 40) 

The extent of rivalry 

The competitive forces intervene on the direct competitive rivalry between an 

organisation and its most immediate rivals. Powerful buyers with low switching costs force their 

suppliers to high rivalry to offer the best deals. If companies which are equal size, there is a 

danger of intense competition – one competitor wants to dominate over others. If there are less 

rivalrous industries, companies tend to have one or two dominant organisations. 

Organisation can grow with the market in situation of strong growth. However, when 

there is a low growth, any growth is the expense of a rival. Low profitability represents low-

growth market. High fixes costs require investment in capital equipment. Companies will seek 

to reduce unit costs by increasing their volumes, for instance, cut prices. 
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Rivalry is also influenced by high exit barriers. In a commodity market, where products 

or services are poorly demanded, is low differentiation. There is increased rivalry because 

customers switching between competitors and the only way how to compete is in price. 

(Johnson, 2008) 

4.2.3 Boston Matrix 

Boston Matrix was developed by Boston Consulting Group to evaluate the business 

portfolio in marketing and sales planning. The aim is to evaluate the product in two dimensions: 

market growth and market share.  

Among quadrants belongs: 

• Cash cows – do not need high investment. They are basis of the company’s 

profitability. 

• Stars – have a big potential to become cash cows, but it is necessary to invest in 

advertising or innovations. 

• Question marks – company have to differentiate between them, they can become 

cash cows. 

• Dogs – they have low profitability, company should decide to withdraw these 

products from the market. (Management Mania, Boston matrix) 

4.2.4 SWOT Analysis 

SWOT analysis is used to assess a business or a proposition. It is an analyses of business 

environment and the strategic capability.  The goal is to identify the extent to which strengths 

and weaknesses are relevant to changes in business environment. It is useful if it is comparative, 

it means that if it examines strengths, weaknesses, opportunities and threats in relation to 

competitors. It helps to focus on future choices and the extent to which an organisation can 

support these strategies.  

The SWOT is consisted of: 

• Strengths  

o help to make stronger market position, to get before the competitor and 

are influenced by internal resources. 



32 

 

• Weaknesses  

o the goal is to minimalize weaknesses to improve the strategy of the 

company. They come from internal resources.  

• Opportunities  

o a chance to develop the market position of the company. 

• Threats  

o risks which can endanger the goals of the company. 

  

There are possible dangers of analysis. It can generate very long lists of strengths, 

weaknesses, opportunities and threats where we are not able to say what is exactly important at 

what is less important. The other danger is overgeneralization.  

“Identifying a very general explanation of strategic capability does not explain the 

underlying reasons for that capability.” (Johnson, 2008, s.120) 
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5 Results 

5.1 Basic Information about Wemac Company 

Wemac company was established in 1995 as a limited liability company. The registered 

capital of the company was 100 thousand CZK which was paid by founders equally. The 

founders of the company are siblings who are also managing directors of the company. The 

headquarters of the company is in the capital city.  

Wemac company belongs to an engineering sector and it is specialized in oil mist, fume 

and dust extraction equipment for all types of manufacturing and engineering processes. This 

company provides a care of manufacture’s environment and creates better environment for 

factory workers. Company’s machine operators provide a service in which customers can get a 

non-binding offer with a detailed plan about filtration systems with technical data, a price list 

and graphical data, which are usually done in CAD programme.  

The company cooperates with foreign companies from which imports many kinds of 

products, for example, with companies from the United Kingdom, Sweden, Denmark or 

Germany. Products include protection separators of aerosols, oil mist collectors, oil smoke 

filters, extraction arms, magnetic separators, liquid filtrations, dust impurities and other filtering 

systems. 

The table below shows data about a number of employees and wages. Since the start of 

the business the company has expanded. In comparison with 2014, in 2016 the company hired 

four new employees. The company offers positive atmosphere and fair behaviour to its 

employees and if some employees do their job well, they will get incentive bonus.  

Table 2: Number of employees and wages 

Years 2014 2015 2016 

Number of employees 13 16 17 

Number of management members 2 2 2 

Wages (thousands of CZK/year) 7067 8163 8286 
Source: Data from selected company 
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5.2 Financial analysis of the selected company 

5.2.1 Horizontal and Vertical Analysis of Balance Sheet 

Table 3: Horizontal analysis of assets (thousands of CZK) 

  2014 % 2015 % 2016 % 

Total assets 56580 100 61464 108,63 64993 114,87 

Fixed Assets 22068 100 25259 114,56 26273 119,05 

Intangible fixed assets 90 100 93 103,33 58 64,44 

Tangible fixed assets 20256 100 23337 115,21 21890 108,07 

Long-term financial 

assets 1722 100 1829 106,21 4325 251,16 

Current assets 34274 100 35983 104,99 38475 112,26 

Inventory 6098 100 6080 99,7 7574 124,2 

Long-term receivables 39 100 24 61,54 18 46,15 

Short-term receivables 16339 100 14316 87,62 20545 125,74 

Short-term financial 

assets 11798 100 15563 131,91 10338 87,63 

Accruals 238 100 222 93,28 245 102,94 
Source: own calculations 

 

Total assets of the company increased in 2015 by 9% and in 2016 by another 5% in 

comparison with 2014. Fixed assets increased in 2015 by 15% and in 2016 by 19% in 

comparison with 2014. Intangible fixed assets decreased in 2016 by 42% in comparison with 

2014. The reason was that the company did not have to extend licences of software or buy new 

ones. In 2015 tangible fixed assets increased by 15% in comparison with 2014. It was caused 

by completing and renovation of the new headquarters. Long-term financial assets increased in 

2016 by 4 201 000 CZK in comparison with 2014 because the company bought new cars on 

credit contracts and renovated car fleet. Inventory increased in 2016 by 24% in comparison with 

2014. The reason was that the company started to buy products after trade fair to get a bargain 

before the end of the year to have full storage for customers. Long-term receivables increased 

in 2015 by 38% and in 2016 by 54% in comparison with 2014. It happened because in 2015 and 

2016 there were unpaid invoices by customers and Wemac company had to wait for payments.  
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Graph 1: Horizontal analysis of assets (thousands of CZK) 

 

Source: own input 

Table 4: Horizontal analysis of liabilities (thousands of CZK) 

  2014 % 2015 % 2016 % 

Total liabilities 56580 100 61464 108,63 64993 114,87 

Equity 46208 100 54641 118,25 56282 121,8 

Registered capital 100 100 100 100 100 100 

Capital funds 217 100 323 148,85 367 169,12 

Funds from earnings 10 100 10 100 10 100 

Profit/loss previous 

year 31347 100 35382 112,87 40468 129,1 

Profit/loss current years  14534 100 18826 129,53 15337 105,52 

Other sources 9298 100 6463 69,51 8219 88,4 

Reserves 0 100 0 x 0 x 

Long-term payables 0 100 1360 x 827 x 

Short-term payables 9298 100 5103 54,88 7392 79,5 

Bank loans 0 100 0 x 0 x 

Accruals 1074 100 360 33,52 492 45,81 
Source: own calculations 

The table above reflects the structure of liabilities. In 2016 total liabilities increased by 

15% in comparison with 2016. Equity increased in 2015 by 18% and in 2016 by 22% in 

comparison with 2014. The reason is that the owners of the company did not divide retained 

earnings from previous years and leave the money on the company account. Profit of current 

year in 2015 increased by 30% in comparison with 2014 thanks to a higher turnover from selling 
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products. Other sources in 2015 decreased by 30% and in 2016 by 12% in comparison with 

2014. It was caused by lesser number of short-term payables.  

Graph 2: Horizontal analysis of liabilities (thousands of CZK) 

 

Source: own input 

Table 5: Vertical analysis of assets (thousands of CZK) 

  2014 % 2015 % 2016 % 

Total assets 56580 100 61464 100 64993 100 

Fixed Assets 22068 39 25259 41,1 26273 40,42 

Intangible fixed assets 90 0,16 93 0,15 58 0,09 

Tangible fixed assets 20256 35,8 23337 37,97 21890 33,68 

Long-term financial 

assets 1722 3,04 1829 2,98 4325 6,65 

Current assets 34274 60,58 35983 58,54 38475 59,2 

Inventory 6098 10,78 6080 9,89 7574 11,65 

Long-term receivables 39 0,07 24 0,04 18 0,03 

Short-term receivables 16339 28,88 14316 23,29 20545 31,61 

Short-term financial 

assets 11798 20,85 15563 25,32 10338 15,91 

Accruals 238 0,42 222 0,36 245 0,38 
Source: own calculations 

The table below represents vertical analysis of total assets. As it is seen in the table, 

amount of total assets increased in comparison with 2014. Three main proportions of total assets 

are fixed assets, current assets and accruals. The biggest percentage gained current assets. In 
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2014 the amount of current assets was almost 61% of total assets. The other bigger part of total 

assets are fixed assets. In 2014 it represented 39% of total assets and in 2015 it was 41,1%. 

Accruals are around 0,5%. 

Graph 3: Vertical analysis of assets  

 

Source: own input 

Table 6: Vertical analysis of liabilities (thousands of CZK) 

  2014 % 2015 % 2016 % 

Total liabilities 56580 100 61464 100 64993 100 

Equity 46208 81,67 54641 88,9 56282 86,6 

Registered capital 100 0,18 100 0,16 100 0,15 

Capital funds 217 0,38 323 0,53 367 0,56 

Funds from earnings 10 0,02 10 0,02 10 0,02 

Profit/loss previous 

year 31347 55,4 35382 57,57 40468 62,27 

Profit/loss current 

years  14534 25,69 18826 30,63 15337 23,6 

Other sources 9298 16,43 6463 10,52 8219 12,65 

Reserves 0 x 0 x 0 x 

Long-term payables 0 x 1360 2,21 827 1,27 

Short-term payables 9298 16,43 5103 8,3 7392 11,37 

Bank loans 0 x 0 x 0 x 

Accruals 1074 1,9 360 0,59 492 0,76 
Source: own calculations 
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The table of liabilities mostly consists of equity. The share of equity in 2014 was 82%, 

in 2015 89% and in 2016 86,6 %. Profit and loss from previous years increased in comparison 

with 2014, in 2016 it represented 62% of equity. Other sources were the highest in 2014. It had 

amount of 16% because of higher trade payables. Accruals had the highest share in 2014 when 

represented almost 2% of total liabilities. The reason was that a company prepared money for 

wages on the grounds of new headquarters.  

Graph 4: Vertical analysis of liabilities 

 

Source: own input 
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5.2.2 Horizontal and Vertical Analysis of Profit and Loss Statement 

Table 7: Horizontal analysis of revenues (thousands of CZK) 

  2014 % 2015 % 2016 % 

Revenues 68314 100 74957 109,7 69248 101,4 

Operational revenues 68033 100 73969 108,7 69152 101,6 

Revenues from sold goods 65427 100 70858 108,3 67363 103 

Production 2520 100 2808 111,4 1376 54,6 

Revenues from disposals of fixed 

assets 0 100 225 x 311 x 

Other operating revenues 60 100 78 130 102 170 

Financial revenues 281 100 988 352 96 34 

Revenues from long-term 

financial assets 3 100 3 100 7 233 

Interest revenues 67 100 16 23,88 12 17,91 

Other financial revenues 211 100 969 459,2 77 36,49 
Source: own calculations 

The table above reflects the structure of revenues. In 2015, there is almost 10% increase 

in revenues in comparison with 2014. It was caused by two companies which needed to equip 

their factories by filtering systems. In 2016 the revenues from the sale of own products and 

services decreased by 45% in comparison with 2014. Revenues from the sale of own products 

and services represent agreements with customers who have bought filtering machines from 

Wemac company and who need service of the machines. Wemac company provides these 

services at least twice a year to control filtering systems and to clean the interior of supplied 

machines. The decrease was caused by lesser amount of these services. Financial revenues 

increased in 2015 by 717 000 CZK in comparison with 2014 and decreased in 2016 by 66% in 

comparison with 2014. The change was caused by other financial revenues which are consisted 

of account 663 – exchange rate difference. Wemac company orders their products by fixed 

exchange rate and these amounts are in inventory check.  
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Graph 5: Horizontal analysis of revenues (thousands of CZK) 

 

Source: own input 

 

Table 8:Horizontal analysis of expenses (thousands of CZK) 

  2014 % 2015 % 2016 % 

Expenses 50402 100 51781 102,7 50318 99,83 

Operational expenses 50022 100 50526 101 49785 99,53 

Cost of goods sold 30527 100 32695 107,1 31629 103,6 

Production consumption 8520 100 4595 53,93 4130 48,47 

Personal expenses 9550 100 11071 115,9 11182 117,1 

Taxes and fees 39 100 43 110,3 50 128,2 

Depreciations of intangible and 

tangible assets 799 100 1314 164,5 1722 215,5 

Net book value of sold fixed 

assets 0 100 60 x 9 x 

Change in operating reserves and 

adjustments and complex 

deferred costs -384 -100 -9 -2,34 0 x 

Other operating revenues 971 100 757 77,96 1063 109,5 

Financial expenses 380 100 1255 330,3 533 140,3 

Interest expenses 0 100 33 x 58 x 

Other financial expenses 380 100 1222 321,6 475 125 
Source: own calculations 
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This table represents changes of expenses. Expenses in total do not differ as much as 

changes in individual items. There is a big change in production consumption which represented 

8 520 000 CZK in 2014. In 2015 the production decreased by 46% and in 2016 by another 5,5% 

in comparison with 2014. The reason was that the company bought a new headquarters. Wemac 

company was a tenant and it was the reason why it paid higher energy consumption. Since 2015 

the company has been in its own building and cost of energy consumption is lower. In 2015 and 

2016 personal expenses increased in comparison with 2014 because the company hired more 

employees. Depreciations of intangible and tangible assets increased by 64% in 2015 and by 

another 50% in 2016 in comparison with 2014. It was caused by the damage of four cars during 

the year and Wemac company had to buy new cars to replace the old ones. Financial expenses 

increased in 2015 by 875 000 CZK in comparison with 2014 and in 2016 they decreased by 

722 000 CZK in comparison with 2015. The reason was that the company had to conclude credit 

contracts for new cars and pay expenses for insurance.  

Graph 6: Horizontal analysis of expenses (thousands of CZK) 

 

Source: own input 
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Table 9: Vertical analysis of revenues (thousands of CZK) 

  2014 % 2015 % 2016 % 

Revenues 68314 100 74957 100 69248 100 

Operational revenues 68033 99,59 73969 98,68 69152 99,86 

Revenues from sold goods 65427 95,77 70858 94,53 67363 97,28 

Production 2520 3,69 2808 3,75 1376 1,99 

Revenues from disposals 

of fixed assets 0 x 225 x 311 0,45 

Other operating revenues 60 0,09 78 0,1 102 0,15 

Financial revenues 281 0,41 988 1,32 96 0,14 

Revenues from long-term 

financial assets 3 0,004 3 0,01 7 0,01 

Interest revenues 67 0,1 16 0,02 12 0,02 

Other financial revenues 211 0,31 969 1,29 77 0,11 
Source: own calculations 

The main parts of vertical analysis of revenues are operational revenues and financial 

revenues. Extraordinary revenue had zero value in the statement. Operational revenues 

represented the highest share in vertical analysis of revenues. In 2014 the revenues from sold 

goods consisted of 96%, in 2015 95% and in 2016 97%. Production represented 3,69% of 

revenues and in 2015 it was 4% of revenues. Financial revenues had the highest share in 2015 

when it represented 1,32% of revenues.  

Graph 7: Vertical analysis of revenues (thousands of CZK) 

 

Source: own input 
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Table 10: Vertical analysis of expenses (thousands of CZK) 

  2014 % 2015 % 2016 % 

Expenses 50402 100 51781 100 50318 100 

Operational expenses 50022 99,25 50526 97,58 49785 98,94 

Cost of goods sold 30527 60,57 32695 63,14 31629 62,86 

Production consumption 8520 16,9 4595 8,87 4130 8,21 

Personal expenses 9550 18,95 11071 21,38 11182 22,22 

Taxes and fees 39 0,08 43 0,08 50 0,1 

Depreciations of intangible and 

tangible assets 799 1,59 1314 2,54 1722 3,42 

Net book value of sold fixed assets 0 x 60 0,12 9 0,02 

Change in operating reserves and 

adjustments and complex deferred 

costs -384 -0,76 -9 -0,02 0 x 

Other operating revenues 971 1,93 757 1,46 1063 2,11 

Financial expenses 380 0,75 1255 2,42 533 1,06 

Interest expenses 0 x 33 0,06 58 0,12 

Other financial expenses 380 0,75 1222 2,36 475 0,94 
Source: own calculations 

As it is seen in the table, the portion of operational expenses dominated the share of 

equity. In 2014 the amount of operational expenses was 99%. The main part of operational 

expenses is Cost of goods sold. In 2014 it was 61%, in 2015 and 2016 it was 63% of expenses. 

Financial expenses approximately represented 1,5% of expenses.  

Graph 8: Vertical analysis of expenses 

 

Source: own input 
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5.2.3 Ratio Analysis  

Liquidity ratios 

If liquidity ratio – current ratio and quick ratio, is greater than 1, the company is in good 

financial health. Wemac company is less likely to fall because the smallest amount of current 

ratio is 3,69. The liquidity of the company is high because managers did not divide retained 

earnings and save money for equipment for new buildings. Cash position ratio was lowest in 

2014 where the amount represented 19% which is an optimal value.  

Table 11: Liquidity ratios (percentage) 

Year 2014 2015 2016 

Current ratio 3,69 7,05 5,2 

Quick ratio 3,03 5,86 4,18 

Cash position ratio 0,19 0,36 0,59 
Source: own calculations 

Profitability Ratios 

Profitability ratios measures company’s ability to make a profit from its assets. Wemac 

profitability is in a good condition because amounts are higher than recommended values. As it 

is seen in the table, Wemac company earned 55 halers on a crown. Return on assets in 2016 was 

24% and recommended values should be at least 5%. Return on equity in 2016 was 27% and 

minimum value should be more than 12%. Return on sales in 2016 was 22% which means that 

22% of the profit is created by revenues and recommended value is at least 10%.  

Table 12:Profitability ratios (percentage) 

Year 2014 2015 2014 

Gross profit margin 0,55 0,56 0,54 

ROA 0,26 0,31 0,26 

ROE 0,31 0,34 0,31 

ROS 0,21 0,26 0,22 
Source: own calculations 

Debt Ratios 

The higher value of debt ratio is riskier for companies. Values below 0,5 means that the 

company is in a good condition. As it is seen in the graph, debt ratios represent small amount 

because the company has only loans for cars and other property of the company is in a private 
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ownership. The company bought new headquarters and storage building which are owned by a 

company as well. 

Graph 9: Debt ratios (percentage) 

 

Source: own calculations 

Activity Ratios 

Activity ratios represents the ability to benefit from the use of specific assets. 

Recommended value of total assets turnover ratio is higher than 1. Wemac company did not go 

under this value and the highest value of this ratio was during years 2014 and 2015. Inventory 

turnover ratio was the highest in 2015 and it means that the company could turn over its 

inventory 12,12 times per year. Receivables turnover ratio in 2015 was 5,14 which means that 

the company collected its receivables 5,14 times per year.  

2014 2015 2016

Debt ratio 0,16 0,11 0,13

Debt to equity ratio 0,2 0,12 0,15

0

0,05

0,1

0,15

0,2

0,25

Debt Ratios

Debt ratio Debt to equity ratio



46 

 

Graph 10: Activity ratios (percentage) 

 

Source: own calculations 
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which is the most important trade fair in Europe for all engineering companies and WEMAC 

company joins this trade show regularly. 

Once or twice a year this company also publishes an article about filtration in technical 

magazines.  

5.3.1 Boston Matrix 

Graph 11: Boston Matrix 

 

Source: own input 
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Dogs are not the biggest problem in this company but we can find a product which can 

be characterized in this category. Magnom pre-filter units are products which has lower level of 

profit and in the Czech Republic is not popular. It can be caused by innovative technology of 

this filtering system which is represented in question mark. 

5.3.2 PESTLE Analysis 

Political factors 

Political factors are mostly influenced by the government. Nowadays, some political 

parties and Czech president want to implement a referendum about serious topic such as leaving 

the European Union or NATO which are the most important partnership. Without European 

Union the country will not be able to get grants for enterprise, export and import products and 

services can be more difficult and students will not have a lot of opportunities and 

simplifications to study abroad. Server Aktuálně.cz published an article that the Czech Republic 

can be afraid of “Czexit.” 

Stability of Czech government is not the greatest because there were some scandals 

among prime ministers. For instance, BBC news wrote about Prime Minister Petr Nečas. He 

was forced to resign in the year 2013 because of corruption and bribery scandal which lead to 

new elections. Now there is a problem with the prime minister in demission, Andrej Babiš, who 

is accused of corruption. 

After presidential elections, where have won Milos Zeman, a lot of foreign countries 

were not satisfied. The Guardian wrote many reason such as that he is pro-Russia politician, 

support cooperation with China and he divide the Czech society. (The Guardian, 2018) 

In the Czech Republic have been implemented a registration of sales – EET in the end 

of the year 2016. This system represents an online communication between entrepreneurs and 

Financial Authority. Registration of sales helps to ensure the tax revenue of the state. For 

wholesales and retails it has been established since 1st of March 2017. (etrzby.cz, EET) 

Economic factors 

Economic factors affect power of potential consumer and the firm’s cost of capital. 

Among important factors belong inflation, GDP, unemployment rate or amount of wages.  
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Table 13: Economic factors 

Factor 2013 2014 2015 2016 2017 

Inflation rate 1,4% 0,4% 0,3% 0,7% 2,5% 

GDP -0,9% 2% 4,3% 2,3%. 4,5% 

Unemployment rate 7,1% 6,1% 5% 4% 4,1% 

Average wage (CZK) 25128 25686 26467 27859 28617 

Minimal wage (CZK) 8000/8500 8500 9200 9900 11000 

Source: Czech statistical office, kurzy cz  

Inflation rate is an increase in average annual consumer price index and indicates the 

change of the price. Czech statistical office shows that the highest value was in 2016 were 

represented by 2,5%. During observed years inflation rate was under 1%. 

Gross domestic product is a key indicator of economic development. It consists of the 

sum of values added by all branches and activities which are productive in the system. 

According to server kurzy.cz GDP had the highest value in the year 2017. The lowest value was 

in the year 2013 where represented negative value.  

Unemployment rate is in our country in the low position. According to Czech statistical 

office was the highest in the year 2013 where represented 7,1%. Since the year 2014 the 

unemployment rate increased. Nowadays the unemployment rate is around 4,1%. 

Average wage includes the information about income of workers in given period. 

Average wage has increased since 2013. Nowadays the amount tends to 30000 CZK 

Minimal wages per month are very low but year to year it represents increasing trend.  

During the year 2014 wages represented increase from 8000 CZK into 8500 CZK. In the year 

2017 the minimal wage represented 11000 CZK. 

Social factors 

Social factors are represented by mobility of inhabitants, According to Czech Statistical 

Office there was total increase 25856 people in 2014. In 2015 there was lesser amount of total 

increase which was 15568 people and in 2016 the increase was 24997 people. The higher 

number of emigrants was in the year 2014 where 19964 of people move out of the country. In 

the same year moved into the country 41625 people.  
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Level of education in the Czech Republic is in good condition. Approximately 295330 

students study in the state university and at least 24% finish their studies with a degree. Private 

universities consist approximately of 35091 people where 33% finish their degree.  

Czech society is influenced by media and advertisement. According to Mediaguru.cz 

around 55% of population do not trust commercials and they prefer to try a product before they 

buy it. The number of people who strongly believe in advertising is around 6%.  

Technological factors 

Technological factors are nowadays one of the most powerful influence for the company. 

Industrial revolution caused big innovations for companies and people worldwide. For Wemac 

company is important to use computers and internet to get more information about trends in 

engineering sector and to improve their strategy via marketing tools online. Communications 

by email and phone is essential for every business and thanks to IT technologies there are 

software suitable for the company such as graphical program CAD or accounting software for 

working with invoices.  

Without technology the business of the company would be useless because development 

of filtration is strictly related into technological innovations. Employees of the company can say 

that in this branch has really slow development of filtering process and it takes longer time than 

in other sectors to improve new method of this sector.  

Wemac company is also dependent on cars because employees travel all around the 

Czech Republic to make contract or provides service of their sold products. Innovation and 

repairing of highways can safe their times.  

Legal factors 

Legal factors affect the business because companies must follow laws and regulation 

given by the Czech Republic or European Union.  

For Wemac company is the most important government regulation number 361/2007 

determining conditions of occupational health protection because the base of the company is 

thanks to this legislation. The company sells machines which protects an environment of a 

factory and improve health conditions of factory workers. 
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Law number 90/2012 is the commercial code. It represents roles of entrepreneurs, 

business relations or business index. 

Law number 586/1992 is a legislation about income taxes. It prescribes how big is an 

amount of the profit which a company must give to the state. 

Law number 563/1991 is an accounting act. It consists of accounting requirements and 

argumentativeness which companies must follow to have correct financial statements. (PSP, 

2018) 

Environmental Factors 

Ecology is nowadays popular topic. The biggest problem is with plastic materials 

because from products of daily life plastic materials hurts the most the environment. 

Government can help it by some regulations and ecological taxes to protect the environment but 

it depends on each company how they want to support ecology.  

Wemac company is interested in ecological problems. They recycle waste and tries to 

use more carton packages than plastics. Their products also help to reduce dust or oils which is 

important for the environment as well. However, as a wholesale company it is always important 

to satisfy customer’s needs.  

5.3.3 Porter’s Five Forces 

Threat of new entrants 

The entry to the domestic market is more difficult for new companies in engineering 

sector because there is slow development of new solutions in filtration systems. Wemac 

company had the big advantage because they started their business with filtration sooner than 

other companies and in the past, it was something special for factories. Nowadays there is 

legislation which set rules for factory environment because of health of factory workers. The 

environment of the factories must be safe for workers. Wemac company was among the first 

companies which started to offer filtering systems in the Czech Republic and a lot of customers 

still order products from Wemac company. There is still a possibility of companies which offers 

cheaper product but it is more important to persuade current customers about quality and 

effectiveness.  
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The threat of substitutes 

Every product can be substitutable. Technological aspect of products is different but 

products can be replaced by cheaper one or if customers have different requirements than which 

company can offer, the company will try to solve this problem by finding new suppliers or 

suggesting a different kind of filtering process. Price belongs among the most important factors 

for Czech customer and quality is on the second place.   

The power of buyers 

Wemac company can divide their consumers into two groups. The first group can be an 

end user, a company, which owns technical machine tools and needs to install filtering products 

or separators for machine tool operations. This company can have one or more machines and if 

customers are satisfied with products and services, they will cooperate with Wemac company 

again for another service or more filtering products.  

The other group is a company, which produces technical machine tools on domestic 

market or imports them from other countries and then sells them. This kind of company is also 

important because Wemac company can cooperate with them and offer them filtration systems 

before they sell these machines. This kind of companies represents a permanent purchase of 

products. One of the disadvantages of these companies is that they control terms of purchasing 

– sales, delivery time or terms of payment.  

The power of suppliers 

Suppliers are the most important for Wemac company because without them the 

company cannot exist. Ninety-five percent of the company is about selling products from 

suppliers from other countries. Wemac company has more suppliers to satisfy its customers 

because they are looking for different filtration options – some of them need oil separator, some 

of them smoke separator etc. Companies, which Wemac cooperates with, offer a lot of kinds of 

filtration and that is the reason why Wemac company has more suppliers all over Europe. 

Nowadays, there are four main suppliers, several more for supplements and others for service 

and basic materials such as tubes or screws. Other suppliers provide Wemac company with 

electronic devices, office’s equipment and so forth. 
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The extent of rivalry  

Rivalry in engineering sector is obvious. There is no monopoly or rivalry between two 

companies. There are more companies in engineering sector which offer similar products and 

because of legislation it is important to provide filtrations for factories. For Wemac company it 

is a big advantage that its employees can offer the products not only around the headquarters, 

but also all over the Czech Republic and they are able to suggest a plan with more filtration 

systems.  

5.3.4 SWOT Analysis 

Strengths  

The WEMAC company offers high-quality products with a long lifetime period and 

effectiveness. It offers a wide range of filtrating principles which mean that the company does 

not have to adapt to a single solution but it can design a principle, which is the most suitable for 

its customer. It is a part of OEM (Original Equipment Manufacturers), which means that the 

company cooperates with different companies and sells their products. Moreover, the company 

provides repair and service for customers with company’s products. Another big advantage is 

fast and serious acts and products in store.  

Weaknesses 

The biggest weakness can be the price of the products. Wemac company cooperates with 

foreign factories and they can have higher costs on production because of the high-quality 

products. It can be the disadvantage for the Czech market because prices abroad are higher. The 

main weakness is that the company is dependent on suppliers because it only sells products and 

do not produce them by itself.  

Opportunities 

Among opportunities belongs new technological factors which can improve the filtration 

systems. There is an opportunity to get grands for more educational programs for company’s 

employees. Company can also fulfil the brand loyalty to get more customers and keep regular 

customers.  



54 

 

Threats 

Suppliers could terminate the relationship. They can end the contract or some bigger 

company could buy them or some suppliers could start to produce something else. Since Wemac 

company is strongly dependent on their suppliers as a selling company, suppliers are the most 

important part of their business and the company is not able to make their decisions.  
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6 Discussion 

To compare results of a company it is necessary to evaluate a given year in a whole 

sector. In this branch are competitors, which offer wholesale supply of machines for engineering 

sector in the Czech Republic as well. Wemac company was compared with the results of 

Ministry of industry and trade analysis. 

Liquidity ratios showed that Wemac company has high amount of current ratio and quick 

ratio. The whole sector does not have big differences between the years 2014-2016. Růčková 

(2015) shows, that recommended value of current ratio should be in between 1,5-2, quick ratio 

between 1-1,5 and cash position ratio between 0,2-05, where total maximum can be 1.  

Current ratio in wholesale sector do not differ in the years 2014-2016 where the value is 

around 1,5. On the other hand, amounts of current ratio is much higher than in a whole sector. 

In the year 2014 the amount was 3,69, in the year 2015 it increased to 7,05 and in the year 2016 

it represented 5,2. These amounts represents how many times can company cover current assets. 

Quick ratio in a whole sector represented 1,07. However, Wemac company had higher 

amounts as well. In the year 2014 it was 3,03, in the year 2015 it increased to 5,86 and in the 

year 2016 it was 4,18. This value shows how many current assets are covered in a crown of 

current liabilities.  

Cash position ratio is the most important value because it shows how many current 

liabilities is a firm able to pay immediately – by cash or bank accounts. Cash position ratio in 

the whole sector is around 0,19 which is almost the lowest recommended value. Wemac 

company fulfils recommended values as well. In the year 2014 it was 0,19 which is the same 

amount as the amount of a whole sector. In the year 2015 it increased to 0,36 and in the year 

2016 the amount represented 0,59. Cash position ratio has the best results of the whole liquidity. 

(MPO – Analytical materials, 2018) 

Profitability ratios showed that Wemac company is not in low values and the rentability 

of the company is in a good condition without decrease. Return on assets for the whole sector 

was 4% in the year 2014 and between the years 2015-2016 represented 7%. Wemac company 

had higher values, in the year 2014 represented 26%, in the year 2015 increased to 31% and in 

the year 2016 decreased to 24%. These amounts tend to stagnate in a good position. 
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Return on equity in the whole sector was 9% in the year 2014, in the year 2015 was the 

amount 10% and in the year 2016 it increased to 11%. Values of Wemac company were 31% in 

the year 2014, 34% in the year 2015 and in the year 2016 decreased to 24%. These amounts are 

also better than in a whole sector which is good for the company’s results. 

Activity ratios, especially total assets turnover, is lower than in a whole sector. The 

minimal value should be 1. However, Wemac company reached the minimal value. The whole 

sector reached 2,17 which means that the total assets turned more than twice during a year. 

Values of Wemac company were approximately 1,15 which means that the company turned the 

total assets more than once. (MPO, 2018) 
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7 Conclusion 

The main goal of the bachelor thesis was to analyse the position of the company on the 

market via SWOT analysis, Porter’s five forces and financial analysis during years 2014-2016 

through financial statements, especially balance sheet, profit and loss statements provided by 

the company. The important part was to interpret the results from my own calculations.  

According to the results of the financial analysis the company do not have problems to 

continue with their business. The biggest advantage is that the company has started the business 

earlier than competitors and provides good quality products. The other advantage is that the 

company owns its headquarters, which means that they do not have to pay for a rent. Because 

the company has high amount of financial resources, it is not in debt. Cars are the only part of 

their property which is not in a private ownership.   

Market analysis found out that the company tends to perfect competition, there are more 

rivals on the market. However, the biggest weakness is that the company is dependent on 

suppliers, they are making their business profitable. 

Unemployment affects the business because there are not a lot of qualified workers in 

engineering sector and unemployment rate is low. Companies do not have a lot of people which 

means that they have to increase wages.  

My recommendation is to improve their marketing strategy. As is it written in the 

practical part, the company is on the social networks and has its own webpage. However, the 

company can be more active on their online profiles or offer more contracts, which will include 

services and maintenance of machines. That is a good way how to ensure longer cooperation 

with customers.  

Other thing which I would recommend is that the company can translate their web pages 

into English. It would be easier for making contracts with customers abroad or they will have 

an opportunity to find more suppliers. 

Finally, because of higher amount of liquidity, I would recommend investing money to 

increase a profit and decrease the liquidity.  
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9 List of Formulas 

𝐵𝑎𝑠𝑒 𝑝𝑒𝑟𝑖𝑜𝑑 𝑐ℎ𝑎𝑛𝑔𝑒 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡 − 𝐵𝑎𝑠𝑒 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡

𝐵𝑎𝑠𝑒 𝑦𝑒𝑎𝑟 𝑎𝑚𝑜𝑢𝑛𝑡
 

(1) 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑒𝑠𝑢𝑙𝑡𝑠 𝑖𝑛 𝑅𝑒𝑎𝑙𝑡𝑖𝑜𝑛 𝑡𝑜 𝐵𝑎𝑠𝑠𝑒 𝑃𝑒𝑟𝑖𝑜𝑑 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡

𝐵𝑎𝑠𝑒 𝑌𝑒𝑎𝑟 𝐴𝑚𝑜𝑢𝑛𝑡
 

(2) 

𝑉𝑒𝑟𝑡𝑖𝑐𝑎𝑙 𝑎𝑛𝑎𝑙𝑦𝑠𝑖𝑠 =  
𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐼𝑡𝑒𝑚

𝑆𝑢𝑚 𝑜𝑓 𝐼𝑡𝑒𝑚𝑠
 

(3) 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

(4) 

𝑄𝑢𝑖𝑐𝑘 𝑅𝑎𝑡𝑖𝑜 =  
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠 –  𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

(5) 

𝐶𝑎𝑠ℎ 𝑃𝑜𝑠𝑖𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑜 =  
𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 
 

(6) 

𝐷𝑒𝑏𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(7) 

𝐷𝑒𝑏𝑡 𝑡𝑜 𝐸𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 =
𝑂𝑡ℎ𝑒𝑟 𝑠𝑜𝑢𝑟𝑐𝑒𝑠

𝐸𝑞𝑢𝑖𝑡𝑦
 

(8) 

𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝑆𝑎𝑙𝑒𝑠 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐺𝑜𝑜𝑑𝑠 𝑆𝑜𝑙𝑑

𝑆𝑎𝑙𝑒𝑠
 

(9) 

𝑅𝑂𝐴 =
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑣𝑎𝑖𝑎𝑏𝑙𝑒 𝑓𝑜𝑟 𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(10) 

𝑅𝑂𝐸 =
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑣𝑎𝑖𝑎𝑏𝑙𝑒 𝑓𝑜𝑟 𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠

𝐶𝑜𝑚𝑚𝑜𝑛 𝑆𝑡𝑜𝑐𝑘 𝐸𝑞𝑢𝑖𝑡𝑦
 

(11) 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑆𝑎𝑙𝑒𝑠 =  
𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥𝑒𝑠

𝑆𝑎𝑙𝑒𝑠
 (12) 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

(13) 

 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑆𝑎𝑙𝑒𝑠

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦
 

(14) 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑆𝑎𝑙𝑒𝑠

𝑆ℎ𝑜𝑟𝑡 + 𝐿𝑜𝑛𝑔 𝑇𝑒𝑟𝑚 𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠
 

(15) 
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Appendix 2: Balance sheet 2016 (thousands of CZK) 
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Appendix 3: Profit and loss statement 2014-2015 (thousands of CZK)
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Appendix 4: Profit and loss statement 2016 (thousands of CZK) 
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