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Abstract

Performance is the most important goal of a productive company. The basic questions are: How do you know
when your company reached its highest or lowest performance? What and when you should improve or change?
In order to succeed, a manager should always ask himself and his employees about individual and global
performance. And each day, the answers are different.

Present paper is making a short introspection of the economic Romanian and international literature, by
presenting the theoretical and practical aspects of the performance evaluation of a productive company. The
paper synthesizes the methods proposed by specialists and used by different companies, based on examples from
agricultural companies, field chosen because of the advantage and the importance gained in the last decade by
agriculture and food industry.
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|.INTRODUCTION

The global situation of productive companies is constantly changing. A company has to fight daily to
adapt to the market demands and survive for a long time, or die truing.

The managers and the owners of the companies must understand and capitalize the financial-accounting
information to which they have access and turn them into competitive advantages. In order to know your
position on the market, you must evaluate yourself. In order to surpass your competitors, you must evaluate your
proposed future activity.

The specialized literature and information technology presently offers you many possibilities, you just
have to identify the right one and adapt it to your own company. In the following parts, we will present a
synthesis of the literature.

I1.PERFORMANCE INFLUENCERS

In the economic and financial field, the concept of performance is considered to correspond in the same
time to at the minimum two of these meanings: success and action (Burja and Burja, 2017). From this point of
view, we can say that the company is effective when its productive activities to fulfil its targets (the action) bring
art of value (the product of the action) and positive consequences for the interested parties (success).

Performance is the whole process of performance appraisal, not just the results measured at the end of an
operation. Performance is a product, the final effect of an activity, but it is found that an outcome cannot be
reached if is correlated with its purpose. The performance contains all the logical elementary stages of the action,
of the intention of the actual result. The product of the operation is the performance, which is subjective, and of a
subjective nature, which consists in approaching a reality to a desire.

Performance information is provided, first and foremost, through the profit and loss account. The
literature offers several acceptances that refer to performance:

- Performance in the sense of success, different categories of users of accounting information are
dependent on how to represent the success;

- The performance as a result of the action, does not stop at understanding the value judgment of the
stakeholders and is opposed to the first acceptance and the measurement of the performance is appreciated as an
after evaluation of the obtained product;

- Performance as an action itself, not the result that appears at one point, but the process.

The performance of the enterprise refers to its possibility of obtaining income. This is where the estimated
value and number of the assets and the capital that the company is to be expected to control and hold also
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emerges. Profit is often used as a baseline for other indicators, for instance: return on investment or return on
equity or as a measure of performance for business.

Due to the fact that this notion is frequently used in the economic-financial activity, which it is the
purpose of any shareholder and SEO, that IAS 1 - Presentation of Financial Statements responds to their wishes,
it can lead to the idea that performance is a notion that can be easily understood, but it is not really so because
performance is not easy to define, it is an ambiguous and integrating concept, different people think that if a
company records positive results it is performance, but it seems that the reality is not.

In Romania, the current financial and accounting regulations directs the companies in evaluating the
performance of companies through profitability indicators. In the same time, the companies take into account the
financial reports and cash flows for evaluation of their performance. The structure of the annual and interim
financial reports is intended to evaluate the performance based on income and expenses, these being the
fundamental issues needed to determine the effective results and the profit registered by the company.

The evaluation of performance is treated by the specialists to be a very good way for determining the
financial position of the company, being possible the comparison with other companies and the mission and the
goal of the stakeholders. Any approach of assessing performance and identifying the impact factors of the targets
are needed to pay attention by the persons involved, to be monitored and minimised the possible dangers and
negative effects. In this respect, there are many factors to be considered. We can find a lot of scientific and
practical contributions that state

There are some studies that demonstrate a difference between the size of registered profits and the assets
with high liquidity of an enterprise (Tehrani, 2012, Deloof, 2003, Eljelly, 2004, Burja and Burja, 2017). The
utilisation of the assets with high liquidity (compared with other assets of the company) sends good signs to the
suppliers and grantees regarding the solvency of the company, but, in the same time, indicates the under-
utilization of the production resources. The challenge for the managers is to ensure the balance between the
needed finances and the existing resources, in order to optimise the use of assets and resources and to maximise
the results of the production. Some researchers sustain the importance of the assets of the company (Burja and
Burja, 2017), in the sense of sustaining the capability to innovate in the field of production, and to generate an
economic advantage that leads to better profitability. The improvement of the competitiveness of productive
enterprises depends more and more on the value of the sources invested in intangible resources.

Other important factors, depending on the results obtained by the company can be the shape of the
finances (Purcérea and Stancu, 2008), the financing advantage (Ryan, 2008), the actions of the managers and
shareholders behaviour and risks assumed (Bromley, 1991).

Creating specific values, which is seen in the size of the revenues, profits and performance overall, is a
wide action given by the activities in the fields like production (the diversity of goods and the volume of sales)
and promotion services (Lane, 2011).

I11.PERFORMANCE EVALUATION INDICATORS

Recently, the methods of evaluating the performance are more diverse. Performance appraisal can be
presented as the capacity of an enterprise to stimulate attracting new investments, to conduct productive
activities (and not only), to contribute to better productivity and results and to the achievement of business
companies goals (according to Berheci, 2009, Muchiri et al., 2010). Evaluation can be an instrument that helps
the CEO of the company to establish how to carry out the activities in an effective manner, through the recorded
performance (Hornungova and Milichovsky, 2018).

Performance evaluation in a classical manner can be done not only analysing the profit and loss account
and the evolution of cash flows, but can also take into account other indicators, which can be calculated based on
other accounting registers and reports, like the balance sheet, so that can result the indicators of liquidity,
solvency and profitability. This information also can be found within note 9 of the explanatory notes to the
annual financial statements). In this respect Fig. 1 presents, in the conception of Anghel I. (2008, pp. 29-34), a
summary of the main indicators calculated on the bases of the accounting and financial reports. The author
determined and presented a number of 150 indicators, needed and applied in financial analysis.

Financial analysts use different scientific (and not only) technics in order to make a professional analysis,
and especially based on rates, rates that are more relevant as statistic information (Feleaga and Feleagd, 2007),
correlated with the principle of continuity of the activity. Colasse B. (2009) clarifies the financial analyst's task

in choosing the financial indicators needed for a certain evaluation or diagnosis, “... the financial analyst can
assess according to his needs, the claim of the accounting indicators applied for studying the performance of the
company”.

Most companies produce and publish financial reports, which targets the stakeholders (intern and extern
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ones), these reports aiming at evaluating and justifying the actions; in this respect, they offer also indicators that

reflect the financial position and financial performance of these companies.
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Figure 1 - Indicators calculated based on financial reporting

Performance assessment in modern society refers to performance monitoring and measurement through
results that involves regularly collecting of data based on registered operations. This kind of way of performance
assessment includes choosing the most important and relevant elements for monitoring the result searched,
elements that should be: fair (narrow and explicit), economical (obtained at certain costs), monitorable (it can be
tracked) and adequate (to present the tracked information) (Mihalciuc, 2009). Modern indicators by which
performance is measured are indexes, which present the formation of value for stakeholders, and this approach is
extensively debated by the specialists. Robu et al. (2014) present briefly and very clearly this concept of value
creation for internal stakeholders reflected by their investments in the company, as being a positive report
between the invested capital (reflected in the rate of return of investment - ROI) they make and the exceeded
costs. Bostan I. and Grosu V. (2010) come with an interesting explanation referring to one of the indicators
utilised for the assessment of the value creation for the internal stakeholders: the economic value added method
was not created as a way of evaluating the entity, nevertheless as a performance parameter, so following an
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analysis of the added economic value presents an economic aspect, which can complete the procured indications,
considering the evolution of the value.

Regarding agricultural holdings, according to Tyrychtr et al. (2015), focuses mainly on the technical
performance (more than 50% of the active enterprises in the agricultural sector), not only on the financial
performances. Meanwhile, the percentage of enterprises oriented towards economic and efficient agriculture is
increasing, according to the same authors. However, the degree of their effectiveness is less than 13%. The
financial indicators traditionally calculated (on the basis of data offered by accounting) are still used nowadays
to assess performance; this way performance assessment is fully accepted as the most efficient on long term,
despite of the differences between accounting and financial indicators, as a result of being based on official
quantitative data and based on the annual financial statements declared to the institutions of resort. Since 1980,
traditional methods have faced different points of view, identifying controversial aspects in utilisation of these
methods, as a result in investigating other solution for performance assessment (Bostan and Grosu, 2010).

Over time, performance was assessed taking into consideration the size of the company or by its
efficiency and profitability. The specialist divide the financial indicators of the company's performance into three
categories (according to Hlaciuc and Mihalciuc, 2005; Brignall, 2007; Mihalciuc and Cibotariu, 2009; Vasilescu,
2011; Nicu, 2012), indicators applicable to agricultural enterprises:

* The accounting results and indicators that come from the annual / interim financial statements, which
present and explain the efficiency of the corporation in absolute value. The indicators are easy to calculate and
detect, as companies are required to present them.

* Financial productivity indicators present data using the value of investments. The most popular
indicators are ROI (return on investment), ROE (return on equity). Financial productivity indicators present data
that helps the enterprise to analyse its expected efficiency with shareholders.

A special group of financial indicators is represented by EVA (Economic added value); if it has a
positive value it presents, financially speaking, the enterprise registered a positive value, after paying all the
resources invested, especially to the shareholders of capital. EVA supports the CEO of the enterprise to organise
the prevention and assessment of the risks that the enterprise encounters. In the same time, offers a basis for
anticipating and manipulating the market value of the enterprise against the investor's capital.

Researchers in the field have begun to evaluate the performance of companies as a support for
substantiating managerial decisions, such as making new investments and innovation, oriented to the market and
strategic thinking (intensively analysed by Hornungova and Milichovsky, 2018). For a company to be successful
in using innovative strategies and decisions directed directly to production, the manager must be open to change
and constantly update its business strategy (Micheels and Gow, 2015). The data offered by accounting is a
“primary and essential resource for decision-making processes, used both for drawing up strategic plans of
development in compliance with the organisational culture of each company, and for designing operational plans
in agreement with the medium and long term development strategies” (Boghean et al., 2011).

Few articles and papers have presented the performance of farming companies in Europe, utilising indices
such as profitability, economic efficiency and technical efficiency. Hornungova and Milichovsky (2018)
presented as using the value-added gross productivity indicators to assess the economic efficiency of dairy
farms, but also the use partial productivity, capital productivity and land productivity indicators.

In practice, the process of assessing the sustainability of an economic system is difficult because it
requires a large set of indicators to express specific issues. The analysis of sustainable development in
agriculture and rural areas has four components in general: food security, employment and income generation,
conservation of natural resources and the environment, participation and empowerment of people.

At the macroeconomic level, over time, different indicators have been proposed that evaluate the
sustainability of agriculture at national or local level, recommending a set of environmental indicators for
agriculture, regarding issues such as: agriculture in the economic, social context and the environment, more
broadly, the management of farms and the environment, the use of agricultural inputs and natural resources and
the environmental impact of agriculture. These indicators have been used in studies to evaluate the effects of
agriculture on the environment in various countries, including Romania.

The set of indicators used to monitor the sustainability of agriculture, developed by the European
Commission, facilitates, in particular, the assessment of the link between agricultural practices and the impact on
the environment. These agro-environment indicators refer to farm management practices, agricultural production
systems, environmental pressures and risks and the state of natural resources. Although they have a great
informational value, they present primarily global quantitative problems regarding the interaction of agriculture
with the environment and, therefore, should be supplemented with other information to identify the specific
problems of the regions and farms.
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1VV.CONCLUSION

According to Morosan-Danila L. (2015, p. 185), at global level, the accounting has benefit from the IT
development, so that, nowadays, all financial and accounting processes and analyses are computerised.
Accounting operations, achieved through computerized accounting systems, should help to solve specific
problems as accounting operations on accounts and balance sheets calculation. This is done by processing the
data from entry documents and their storage, data processing and delivering results to the decision makers. It is
recommended to include in the accounting softs at least the calculation of some basic financial and profitability
indicators, if not an entire ensemble of performance evaluation indicators, as presented in the paper.

Generally, companies are encouraged to draw up budgets and use different elements to enable
performance measurement and management, for this purpose, internal reports are prepared for managers, data in
the form of dashboards that include elements from several sources. Also, costs play a special role in internal
reporting, if reference is made to their importance.

Each company with a strategic thinking should have an information system capable of assessing the
performance of the company by implementing a management control system, on the basis of the following
management techniques: organizing and operating at the lowest cost of an information system adapted to the
coherent processes of management; analysis and synthesis, such as cost-volume-profit (CVP) methodology; as
well as defining the problems and information internally and externally needed for the organisation, for which
we will have to prepare the cost and revenue estimations.

As a conclusion, we can say that CEO must be able to evaluate and handle the performance of their
companies, because they have access to information in a more detailed manner (compared to other stakeholders),
like the data provided by managerial accounting, not only those published in the annual and/or interim financial
statements. It should be noted that even though the financial data could be helpful in evaluating the performance
of the enterprise, it can be deficient to really know and evaluate how the business or its specific climate works.
In this sense, the CEO needs also some non-financial and qualitative data. As we know, financial indicators are
simpler to define, they can be more easily evaluated and compared to each other than the subjective (non-
quantifiable) information defined for other functions of the enterprise. Within the enterprises it is necessary to
implement that set of agreed performance standards with which to compare the performed performances,
improvement targets can be set based on such standards. In general, budgets represent the most used
performance standard, representing a very important internal control mechanism, budget information being
easily accessible and available.

V.ACKNOWLEDGMENT

This work is supported by project POCU 125040, entitled "Development of the tertiary university
education to support the economic growth - PROGRESSIO", co-financed by the European Social Fund under the
Human Capital Operational Program 2014-2020.

VI.REFERENCES

1. Anghel, I. (2008) Falimentul. Radiografie si predictie, Editura Economica, Bucuresti.
2. Berheci, M. (2009) Information system for modeling economic and financial performances. Annals of the niversity of Oradea. Economic
Science Series, 18(4): 902-907.
3. Boghean, F., Boghean, C., and Morosan-Danila, L. (2011) Approaches and advances in the use of the financial-accounting information
in the decision-making and innovative process, in 18th International Economic Conference: Crises after the crisis. Inquiries from a
national, European and global perspective, Romania (pp. 34-40).
4. Bostan, I., Grosu, V. (2010) Implication Of The Eva Model Use In The Firm Resources'Performant Allocation Plan, Accouting and
Management Information Systems Journal, vol. 9, no. 1, pp. 120-145.

Brignall, T. J. S. (2007) A final perspective on performance management, in Irish Accounting Review, 14(1): 15-29.

6. Bromley, P. (1991) Testing a causal model of corporate risk taking and performance, Academy of Management Journal, Vol. 14,
No.1.

Colasse, B. (2009), Analiza financiara a intreprinderii, Editura Tipo Moldova, Iasi, p. 58.

8. Deloof, M. (2003) Does Working Capital Management Affects Profitability of Belgian Firms?, Journal of Business Finance &
Accounting, Vol. 30 No 3 & 4 pp. 573 — 587.

9. Eljelly, A.(2004) Liquidity - profitability trade-off: An empirical investigation in an emerging market, International Journal of
Commerce and Management, VVol.14, No.2.

10. Burja, V., Burja, C. (2017) Financial Performance and the Business Risk in Agricultural Sector of Romania, Annals of the ,,Constantin
Brancusi” University of Targu Jiu, Economy Series, Issue 3/2017, p. 76.

11. Feleagd, N., Feleaga, L. (2007) Contabilitate financiard, o abordare europeand si internationald, edifia a doua, Editura Economica,
Bucuresti, p. 20.

o

~



12.

13.

15.
16.

17.

18.

19.

20.

21.

22.

23.
24.

25.
26.

217.

28.

29.

[Volume 8, Issue 3(20), 2019]

Gallizo, J.L., Salvador, M. (2003) Understanding the behaviour of financial ratios. The adjustment process, Journal of
Economics and Business, 55(3), p. 267-283.

Hlaciuc, E., Mihalciuc, C. (2005) Mdasurarea performantelor financiare ale unei intreprinderi, in: Analele stiintifice ale Universitatii de
Stat din Moldova. Seria ,,Stiinte socioumanistice”, vol.2, p.455-461.
14.Hornungova, J., & Milichovsky, F. (2018). Agricultural Sector Performance Evaluation in Terms of Financial Indicators: A

Comparison of Czech Republic, Slovakia and Western Balkan States, in Acta Universitatis Agriculturae et Silviculturae
Mendelianae Brunensis, 66(2), 497-507.

Lane, N. (2011) Strategic Sales and Strategic Marketing, Taylor & Francisc, p.111.

Micheels, E. T., Gow, H. R.. (2015) The Effect of Market Orientation on Learning, Innovativeness, and Performance in Primary
Agriculture, Canadian Journal of Agricultural Economics, 63(2): 209-233.

Mihalciuc, C. C., Cibotariu, I. S., (2009) The informational support concerning the concept of financial performance, earning power and
profitableness within an enterprise, THE ANNALS OF UNIVERSITY OF ORADEA ECONOMIC SCIENCE SERIES TOM XVIII,
pp.430-435

Mihalciuc, C.C. (2009) Valorificarea informatiei financiar-contabile in diagnosticul intreprinderii, Editura Sedcom Libris, lasi.

Morosan-Danild L. (2015), The stage of accounting computerization in Romania, Cran ta Ilepcnexrusu Possurky O6IikoBo-
Apwnanituugoro 3abezneuenns Ynpapiinas [lixnpuemunipkoro JlispricTio B YMoBax €Bpointerpauiiinux [porecis, Ukraine.

Muchiri, P. N., Pintelon, L., Martin, H., De Meyer, A.-M. (2010) Empirical analysis of maintenance performance measurement in
Belgian industries, International Journal of Production Research,48(20): 5905-5924.

Nicu, I. E. (2012) Company performance measurement and reporting methods, Annals of the University of Oradea. Economic Science
Series 1(2): 700-707.

Purcdrea |., Stancu |. (2008) The Influence of R&D Policy on Performance of the Companies Listed with Bucharest Stock Exchange
(through Intangible Assets), Theoretical and Applied Economics.

Robu, V., Anghel, L., Serban, E.-C. (2014) Analiza economico-financiara a firmei, Editura Economica, Bucuresti, p. 334.

Rus L., Belenesi M., Gherai DS. (2016) Accounting, Analysis and Auditing of Information Regarding Tangible Assets in the Romanian
Economic Entities, Annales Universitatis Apulensis Series Oeconomica, No.18, VVol.2.

Ryan, K. (2008) Financial leverage and firm value, Gordon Institute of Business Science, University of Pretoria.

Tehrani R., Mehragan MR., Golkani MR. (2012) A Model for Evaluating Financial performance of Companies by Data
Envelopment Analysis, International Business Research, VVol.5, No. 8.

Tyrychtr, J., Ulman, M., Vostrovsky, V. (2015) Evaluation of the state of the Business Intelligence among small Czech farms.
Agricultural Economics, 61(2): 63-71.

Vasilescu, L. (2011) Evaluarea performantei firmei pe baza indicatorilor financiari, Analele Universitatii “Constantin Brancusi” din
Targu Jiu, Seria Economie, Nr. 3/2011, pg. 159.

Verhees, F. J. H. M., Kuipers, A., Klopcic, M. (2011) Entrepreneurial proclivity and farm performance: The cases of Dutch and
Slovenian farmers, The International Journal of Entrepreneurship and Innovation, 12(3): 169-177.



