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ABSTRACTS 

The financial statements analysis is a very important step in evaluating the performance of the 

companies. This performance evaluations are very important for the creditors and investors 

and managers who needs the information about the past, current and forecasted position of the 

company. 

This study aims to analyze financial statements of both Bridgestone and Goodyear between 

the year 1998 - 2002. The analysis will be made on those companies as they are competitors 

in the market, so that we can make comparisons and decide which one is more powerful than 

the other. 

After conducting all these analysis in this project the final conclusion that appeared to be that, 

the overall performance of Bridgestone is stronger company then Goodyear. 
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INTRODUCTION 

Financial Statement analysis involves using the output of the standard business information 

system found in all businesses to judge the performance and riskiness at an instance or over 

time. A business may have other information systems for managers but all business must 

conform with generally accepted standards with their accounting statements. 

There are several steps in the use of Financial Statement Analysis is designd to; 

Understanding the basic statements, Inherent problems with the system 

Use of ratio analysis, Interpreting the analysis and Using the analysis. 

Financial statements is a tool which used by the investors and analysts to understand the 

current position of the company also helps them to understand the basic concepts and makes 

them to understand the position of the company more efficiently. 

Financial analysis can be easily made with the help of the financial statements, which helps to 

identify and find answer to the question, regarding the company's well being. For example, a bank 

officer may want to know if the company has short-term liquidity problems, or an investor might 

need to find out if investment in a certain company is profitable or not. Finding answers to such 

questions obtained through the use of financial ratios. Although financial statement analysis has 

some limitations, when used with care and judgments, it can provide a great deal of information 

about the company. 

The aim of this study is to analyze financial statements of both Bridgestone and Goodyear for the 

last five years (1998- 2002) a they are competitors and to find out which one is more powerful 

situation than the other. Both Bridgestone and Goodyear are tyre manufacturers in Turkey and they 

both operate globally. Their stocks are traded in Istanbul Stock Exchange. 
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The information needed to do this analysis have been gathered from books related finance and 

accounting, the web sites of the investment companies, homepages of the company itself and from 

the web side of Istanbul Stock Exchange market. 

The analyses of the Goodyear and Bridgestone have been conducted in five stages. 

The first stage includes the background of both Bridgestone and Goodyear and their historical 

development till year 2002. 

The second stage is concerned with the scientific definitions and different approaches from 

different sources about the financial statements, The functions of balance sheet, Income statement, 

stockholders equity section and statement of cash flows are clearly identified in this stage. 

The third stage illustrates some very important tools of analyzing the financial position of the 

company. These tools are Dollar and Percentage Changes, Component Percentages, Trend 

Analysis and Ratios of both Goodyear and Bridgestone, which gives the information necessary to 

see the weaknesses and strengths of companies. 

In the forth stages all the calculations related to these Component Percentage, Dollar and 

Percentage Changes, Trend Percentages and Ratio of both Goodyear And Bridgestone have been 

illustrated. 

In the fifth stages the limitations faced while conducting the projects has been illustrated. 

At the end conclusion and recommendations will be provided to the users of financial statements. 
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HISTORICAL BACKGROUND 

I. HISTORICAL BACKGROUND OF BRIDGESTONE (BRISA) 

The Lassa was established in 1974 by the Sabanci Group, the leading industrial conglomerate in 

Turkey, and started production in 1978. 

In response to developments in the world tyre industry, the Sabanci Group and the Bridgestone 

Corporation of Japan became joint venture partners in November 1988. The new company, BRISA 

Bridgestone Sabanci Tyre Manufacturing and Trading Inc., represented Turkey's largest Japanese 

investment at that time. The joint venture synergy allowed the company to increase its capacity 

and product range. 

In July 1989, the groundbreaking ceremony of the new plant signaled a period of rapid 

development, and production in the new factory started in November 1990. Brisa has one of the 

world's largest tyre production facilities under a single roof. The Brisa plant is located in Kentsa, a 

unique and exceptionally green industrial town built by the Sabanci Group, located hundred 

kilometers East of Istanbul. 

With its integrated tyre production facilities extending 2 million m2, the Brisa plant has a covered 

area of 260.000 m2, where over four hundred different types of tyres from passenger to earthmover 

are produced. New products are introduced continuously for keeping a competitive position not 

only in the domestic market, but in the world markets as well. Brisa markets its products to 

automotive manufacturers and retail outlets in over 30 countries, primarily European. 

Production at Brisa is supported by its own Tyre Research and Development Center which is 

equipped with laboratories capable of conducting standard and special tests, a computer-aided tyre 

design and development center and a conference unit. In collaboration with Bridgestone's 

Technical Center, this center plays a vital role in reinforcing Brisa's competitive edge in world 

markets. 
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Brisa has an internationally recognized record of achievements in quality management in the 

pursuit of total customer satisfaction, and continues to build its future on Excellence. 

Brisa's Excellence practices, which have been put to effect in all aspects of company activities 

since 1990, have yielded outstanding results. The improvements in employees' well-being, 

customer satisfaction, market share and business performance have made Brisa a role model in 

Turkish society, and is now firmly established, and perceived by all, as part of Brisa's corporate 

culture. 

Brisa became the first tyre company to receive the IS0-9001 Quality Systems Certificate in 1992 

for all of its production. Brisa has obtained BS-7750 and ISO/DIS-14001 Environmental 

Management Systems Certificate, and places the highest emphasis on environmental issues. 

Successful practices on its journey towards Excellence have brought Brisa numerous national and 

international awards. Among them was the first National Quality Award given in Turkey in 1993, 

based on the criteria set by the European Foundation for Quality Management (EFOM). In 1996 

Brisa won the prestigious European Quality Award at the first attempt. The Award presented to the 

best-performing company in the implementation of the European Model for Excellence, stands as 

the ultimate recognition of Brisa's dedication to quality in all aspects of its operations. 
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II. HISTORICAL BACKGROUND OF GOODYEAR 

Goodyear completed several international acquisitions, expanding its global scope. Acquired a 50 

percent stake in Sweden's Dackia, a tire retailer. Purchased tire assets of Sime Darby Pilipinas in 

the Philippines. Purchased a 60 percent interest in South African tire company Contred. Bought the 

assets of Belt Concepts of America, a lightweight conveyor belt maker, in Spring Hope, North 

Carolina. Formed Goodyear Polska subsidiary to sell products in Poland. Closed a tire plant in 

Thessaloniki, Greece. Introduced Infinitred, the industry's first auto tire to carry lifetime tread wear 

warranty. 

Expanded Goodyear's European presence with a tire and engineered products joint venture pact 

with Slovenia's Sava Group. Signed an off take agreement with Sumitomo Rubber, exchanging 

United States replacement tire manufacturing capacity for Japanese capacity and began a market 

test to sell each other's tires. Increased ownership in India's South Asia Tyres from 60% to 74%, 

Goodyear Engineered Products bought the assets of Venezuelan hose manufacturer Tndomax and 

its three affiliated companies. Announced plans to build a power transmission products plant in 

northern Mexico. Goodyear Brazil announced a deal with a subsidiary of Japan's NGK/NTK Spark 

Plug Co. to sell automotive belts through its 60-distributor Brazilian network. Introduced the 

"Serious Freedom" advertising campaign in North America. Signed a deal with NASCAR, making 

Goodyear the "exclusive tire supplier" of NASCAR's top three race divisions. Became the 

exclusive NASCAR-licensee of automotive-aftermarket belts and hose. Blimp fleet doubles with 

two airships added in Europe and one in Latin America. Introduced Eagle pd synchronous belt and 

sprocket assembly for power transmissions. Began construction of a conveyor belt technical center 

in Marysville, Ohio. Closed the Morant Bay, Jamaica, tire plant. Announced that Goodyear would 

withdraw from Formula One racing after 1998 season. Introduced Eagle HP and Eagle HP Ultra 

high-performance tires. Announced a six-year, $600 million expansion plan for Goodyear 
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Chemicals that includes two new plants, expansions and implementation of new technologies. 

Began hiring 200 new engineers and scientists to augment technical and engineering staffs in 

Akron and Luxembourg. 

Goodyear celebrated its first 100 years in business. Purchased the remaining 40% interest in 

control tire and engineered products subsidiary in South Africa. Purchased the remaining shares of 

India's South Asia Tyres. Sold the All American Pipeline, Ce1eron Gathering and Ce1eron Trading 

and Transportation. Sold a latex plant in Calhoun, Georgia, plant to GenCorp. Sold the extruded 

rubber business in St. Mary's, Ohio, to Longwood Elastorners. Formed a belt-drive systems 

development alliance with Litens. Announced the development of an advanced tire manufacturing 

process called IMPACT. Introduced a new steel passenger car tire technology known as Ultra­ 

Tensile Steel Wire, using it in the Eagle Aqua steel EMT run-flat tire and Eagle Fl Steel tires. 

Announced plans to close Kelly-Springfield's Cumberland, Maryland, offices by mid-1999. 

Completed a $15 million expansion of Luxembourg Technical Center. Introduced Tracker Mud 

runner tire for ATVs. Developed the industry's first non-directional radial farm tractor tire. 

Selected Beaumont, Texas, as the site for the first phase of Goodyear Chemical's $600 million 

expansion. Announced $18 million in expansion projects for plants in Union City, Tennessee, and 

Decatur, Georgia. Completed a $14 million expansion of the Beaumont, Texas, chemical plant 

Invested $20 million in new state-of-the-art equipment in Union City, Tennessee, tire plant to 

make it the second North American facility producing nm-flat tires. Introduced Regatta 2 all­ 

season radial tires in North America. Increased radial tire capacity at Napanee, Ontario, plant with 

a $12 million expansion. Began relocating small bias-ply tire production from Kelly-Springfield's 

Freeport, Illinois, plant to other locations. Announced $1 billion global alliance with Japan's 

Sumitomo Rubber Industries Ltd., which has rights to the Dunlop tire brand in much of the world, 

to establish six joint ventures. Goodyear will become the world's largest tire company when the 

alliance takes effect. Became national title sponsor of the 1999 All-American Soap Box Derby .... 
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Formed a joint venture with Tread co, combining U.S. truck tire service and retreading outlets into 

a network of almost 200 service centers and 77 retreading plants, the world's largest. Reached an 

agreement with Michelin to combine the best of its Pax system and Goodyear's EMT 

breakthroughs that includes agreements on research and development, licensing of each company's 

patents and the creation of a global aftermarket service network. Introduced Aquatred 3, the 

newest in the popular Aquatred line. Formed an Internet-based purchasing alliance with five other 

rubber companies called RubberNetwork.com. The Web-based platform is designed to be an easy 

access, cost-effective medium to buy and sell supplies, exchange information regarding forecasts, 

inventory, billing, shipment and product design in real time - and cut costs .... Established an 

internal structure designed to develop Goodyear's e-business. The Australia-based airship "Spirit 

of the South Pacific" worked with international media to assist telecast of the Sydney 2000 

Summer Olympics. Opened a sales and distribution center in Dubai, the chief port and commercial 

center of the United Arab Emirates, allowing access to more than 40 markets in the Middle East, 

Africa and Central Asia. Introduced the Kelly Safari SUV tire and the Navigator Platinum TE, a 

touring tire that features an 80,000-mile limited tread wear warranty and free road hazard 

protection. Bob Keegan joined Goodyear as president and chief operating officer on Oct. 1, 

bringing 28 years of experience in the consumer products area, most recently as president of 

Kodak's global consumer imaging business. 
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. FINANCIAL STATEMENT 

2.1. BALANCE SHEET 

A balance sheet also called the statement of condition or statement of financial position provides a 

wealth of valuable information about a business firm, particularly when examined over a period of 

several years and evaluated in relation to the other financial statement. (Lyn Fraser & Alieen 

Ormiston 2001) 

The balance sheet shows the financial condition or financial position of a company on a particular 

date. The statement is a summary of what the firm owns (assets) and what the firm owns to 

outsides (liabilities) and internal owners (stock holders equity). By definition, the account balances 

on a balance sheet must balance; that is, the total of all assets the sum of liabilities and 

stockholders equity. (Lyn Fraser & Alieen Ormiston 2001) 

Balance Sheet is a financial statement that present the assets of companies. On the specific dates 

end the source of their assets. Assets are classified from the most liquid to the least liquid 

according to liquidity and the liabilities are classified from the shortest maturity to the longest 

maturity. (Lyn Fraser & Alieen Ormiston 2001) 

In order to obtain compatibility and unity, the types in the supplementary sheet 

are taken as a basis in the preparation of balance sheet. Assets are classified in to two groups as 

current and non-current assets. Liabilities are classified as current and non-current liabilities and 

shareholders' equity. Balance sheet accounts can not be netted off. If an item classified "Other" 

exceeds 20% of the respective components, than this item is separately 

presented. Account groups to be presented in the detailed balance sheet. (Dr.Yuksel Koc; Yalcm 

2000) 
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2.1.1. Assets 

Assets are the resources of a business entity acquired in a market transaction. Included are some 

cost factors that have been incurred which can reasonably be expected to benefit future periods. 

(Harold Bierman & Allan R. Drebin 1977) 

The asset section of the balance sheet is divided into two basic components assets are classified as 

current assets or non current assets on the basis of liquidity. Current assets are cash and those other 

assets that will normally be converted in to cash within a period of one year or one operating cycle 

if it is longer than a year; Non current are those assets that are not likely to be converted into cash 

in the normal operating cycle of the firm. (Lyn Fraser & Alieen Ormiston 2001) 

Operating cycle refers to the average time it takes to convert raw3 material into a finished product, 

sell it. And collect the cash. Most company use a year as the determining factor as to whether an 

item is a current asset because their normal operating cycle is less than a year. (Lyn Fraser & 

Alieen Ormiston 2001) 

The current assets can be classified as; cash and marketable securities, accounts receivable, 

inventories and prepaid expenses. (Lyn Fraser & Alieen Ormiston 2001) 

The cash account is exactly that cash in any from cash a waiting deposit or in a bank account. 

Marketable securities (also referred to as short term investments) are cash substitutes, cash that is 

not needed immediately in the business and is temporarily invested to earn a return. These 

investments are in instruments with short-term maturities (less than one year) to minimize the risk 

of interest rate fluctuations. They must be relatively risk less securities and highly liquid so that 

funds can be readily withdrawn as needed. Instruments used for such purposes include U.S. 

Treasury bills, certificates, notes and bonds: negotiable certificates of deposit at financial 

institutions; and commercial paper4 (unsecured promissory notes of large business firm). (Lyn 

Fraser & Alieen Ormiston 2001) 

Assets are classified in two as current and non-current assets and assets 

should be classified as a non-current asset when it: 
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a) is expected to be realize in, or is held sale or conception in, the normal course of the 

enterprise's operating cycle; or 

b) is held primarily for trading purposes or for the short-term and expected to be realized 

within twelve months of the balance sheet date; or 

c) is cash or a cash equivalent assets which is not restricted in its use. 

All other assets should be classified as non-current assets 

Classification or assets as current and non-current assets is the main principle. However in some 

sectors, this classification may not be applicable. In this case when companies present these asset 

in accordance with their nature, they have to disclose assets with maturity more than one year. 

(Dr.Yuksel Ko~ Yal~m 2000) 

When an enterprise supplies goods or services within a clearly identifiable operating cycle, 

separate classification of current and non-current assets and liabilities on the face of the balance 

sheet provides useful information by distinguishing the net assets that are continuously circulating 

as working capital from those used in the enterprisers long-term operations. It also highlights 

assets that are expected to be realized with in the current operating cycle, and liabilities that are 

due for settlement within the same period. (Dr.Yuksel Koc Yalcm 2000) 

In order to report the assets in the current value at the balance sheet date, provision has to be 

reserved according to the decrease in its value. Provision has to be reserved, if necessary, for the 

items in current assets that consists of marketable securities, receivables, inventory and for other 

current assets. (Dr.Yuksel Koc Yalcin 2000) 

This principle is also valid for items in non-current assets such as related marketable securities, 

affiliates, subsidiaries and other non-current items. Notes receivables, that are part in current and 
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non-current group, have to be rediscounted in order to show its value at balance sheet date. 

(Dr.Yuksel Ko~ Yalcin 2000) 

Prepaid expenses of the following accounting periods and accrued income for the current period 

that will be collected in the following period has to be accounted, identified and presented in the 

balance sheet. (Dr.Yuksel Koc Yalcin 2000) 

In order to distribute the cost of tangible and intangible non-current assets in the balance sheet, 

accumulated depreciation amounts for each period are presented separately. In order to add the 

cost of assets in the non-current assets group that are subject to amortization, into various period 

costs, accumulated amortization amounts for each period are presented separately. (Dr.Yuksel Koc 

Y alcm 2000) 

It is the basic principle that receivables, marketable securities, related marketable securities and 

other related accounts and liabilities, which are the part of current and non-current assets of the 

balance sheet related to partners, affiliates and subsidiaries that have relation by capital and 

management, should be presented separately. (Dr.Yuksel Koc Yalcin 2000) 

No accrual is done for the receivable amounts that could not be determined. These kinds of 

receivables are disclosed in balance sheet footnotes are appendices. (Dr.Yuksel Koc Yalcin 2000) 

The properties and contents of the given pledges, mortgages and other guarantees are adequately 

disclosed in the balance sheet footnotes or appendices. This principle is also valid for the taken 

pledges, mortgages and other guarantees that are not presented in the balance sheet. In addition, it 

is required that total insurance amounts related to the assets should be adequately disclosed in the 

balance sheet footnotes or appendices. (Dr. Yuksel Koc Yalcin 2000) 
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