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Abstract: The aim of the paper is developing a financiatfgrenance aggregate index for modelling the
relationship between some financial indicators amderprise financial performance. The model was
developed for enterprises acting in the buildingt@efrom Galati County — Romania, the source being
bankruptcy risk models. To choose model variablas used discriminate analysis on 22 variables gegho
that separate objectively performant by non-pertorhenterprises. The proposed model with five \dem
was tested using the initial sample of enterprid®aining an average success ratio of 81.82%. Diegjgand
development a model for evaluation financial perfance is important and useful for ranking entegwriat
national level.
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1 Introduction 155

Creation and development of a model for evaluatahassification and ordering of enterprises after
their financial performance at national level,éems to be absolutely useful. Nationally, in gelpera
enterprises are classified by size, turnover, ajpitet income or by total assets, criteria thandb
reflect a proper hierarchy, relevant in financehts.

It is well known that a company that has the higjmeg profit is not the most profitable, whether it
relates to a very large patrimonial asset or chpMao, a company that has the highest turnovet is
the most profitable if the expenditure exceeds ttiraover or total incomes. Even the use of the
financial rates, individually, doesn’t lead us toedevant classification, as they take into accaunt
limited number of indicators at the enterprise leve

For this reason, we propose a depth study of th&t ned ratios in the models for determining the
bankruptcy risk and/or in banking practice. Usirigrmany ratios, correlated in a Z score function is
good for determining, by discriminate analysistlodse rates that distinguishes the best performance
by underperforming companies. To create this madele used data extracted from the balance
sheets, provided by the Trade Register, of 11 coiepaactive in the construction sector, on a period
of six years.

These companies were individually analyzed by sdvidicators to ranking them by financial
performance. We note that such activity requirkst af time, which is one reason for trying to deea

a simple relation, by few indicators, which leadtmshe same hierarchy. Nobody wouldn’t have time
and patience necessary to study each companyjdodlly, and then place them on a certain position
in a hierarchy, after the values of indicators. rEfiere, with this model we try to simplify the wook
those who want to find quickly how performant iscampany.

Another way used by banks to analyze the finam@alormance of the companies for bank lending, is
the analysis of creditworthiness. This is basedhenmarks awarded to each of the criteria used to
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arrive at an overall score, which can be used terprise ranking. The drawback of this solution is
that the analysis of creditworthiness is not camy to all companies of a particular area or atlar
but only those who resort to bank financing. Alsach bank uses its own criteria and in these
circumstances can not make a unitary ranking arprises evaluated by different banks.

The present paper is organized as following: Secflobegins with a review of theoretical and
empirical literature, then data and methodologycdpson with justification of variables used is/gn

by Section 3; the proposed financial performancgregate index is described in Section 4 and
Section 5 concludes this study and summarizesripgrieal results of this research.

2  Theoretical and Empirical Literature

Currently, the assessment of financial performas@ehieved by models of assessing the bankruptcy
risk. Certainly, according to determined valuesZokcore, the companies can be ranked by their
performance, but the main purpose of creating thesgels was to study the risk of bankruptcy. This
is reflected in the fact that a company with a vl risk of bankruptcy is considered efficient
(performant) in financial terms.

Researchers of statistical models use financiaekridr designing bankruptcy predictive functionf. A
bankruptcy predictive studies for enterprises ageld on the original contribution of Beaver (1966)
and Altman (1968, 1977, 1982). Beaver brought tlstrimportant contribution in univariate analysis
of bankruptcyfor an enterprise. Altman realized a multivariatalgisis of bankruptcy which means
that he developed a multiple discriminate analysis.

Beaver and Altman had many successors that dewklppgormances of models of analysis the
bankruptcy risk, initiating alternate analysis nueth (Anghel, 2002). Thus, for bankruptcy prediction
there were designed many models: Edmister modelsider, 1972), the Diamond model (Diamond,
1976), Yves Collongues model (Yves, 1976), the Deakobabilistic model (Deakin, 1977), the 196
Springate model (Springate, 1978), the Conan andddonodel (Conan & Holder, 1979), the Koh
and Killough model (Koh & Killough, 1980), the Obls model (Ohlson, 1980), the Zavgren study
(Zavgren, 1983), the Fulmer model (Fulmer, 1984¢, model of Balance Exposure of France Bank,
the model of the French Commercial Credit (CCF)ai@red Accountants model (CA Score — 1987),
the Koh model (Koh, 1992), the AFDCC 2 Score Fumc{j1999), the Shirata model (Shirata, 1999)
designed in Japan on the basis of Anglo-Saxon $codies.

Also, Shumway (2001) elaborates a corporate bamgyuprediction model based on the financial
indicators of Altman (1968) and Zmijeski (1984) wdich he adds the company history and the
standard deviation of the return on equity andrretin assets (Triandafil et al., 2008). Kahl (2002)
elaborates a research based on a group of compamies are close to the corporate default
threshold. He concludes that only a third of them@panies manage to survive independently, while
the other companies either are taken over or despConsequently Saretto (2005) creates a model of
corporate risk of bankruptcy assessment in a coatis way (Duration model) using financial ratios
which reflect both book value and market valuedfidafil and Brezeanu, 2008).

Davydenko (2005) makes a research on the finafitators which impact in an essential way
corporate default probability. He finds a much meoenplex picture of financial distress than that of
the world in which only the most distressed firmefadilt: there is a large variation in the default
boundary; default may be triggered by both low assdues and by liquidity shortages, and the
importance of liquidity varies depending on codtsutside financing. This suggests that debt-pgcin
models may need to account not only for the firmdfue of assets and its cash management policy,
but also for factors that influence the costs @easing outside financing.

Grammenos (Grammenos C.Th. et 2008) examined how shipping high yield bond detaoén be
predicted at the time of the issue by using a caoatmn of financial ratios and industry specific
variables. The key financial variables that areoeistéed with the probability of default are: the
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gearing ratio, the amount raised over total asseis, the working capital over total assets ratte
retained earnings over total assets ratio and dnsiny specific variable that captures the shipping
market conditions at the time of issuance. Theregion results of the logit model indicate thathteg
gearing levels are associated with higher prolasliof default and that changes in the ratio —rwhe
these occur at levels above 65% — are positivéatee to the probability of default. Similarly, wie
companies raise an amount that exceeds their ast#ts by 80% or more, then the probability of
default will also be high. On the other hand, tleiable capturing the shipping market conditions is
negatively related to the default probability o€E@mpany that issues high yield bonds; additionally,
the working capital over total assets ratio, anel tained earnings over total assets ratio ae als
negatively related to the probability of default.

Davydenko (2010) studies the properties of the esdlased default boundary and evaluates the
relative importance of insolvency (low asset valektive to debt) and illiquidity (low liquid asset
relative to current liabilities) in triggering defid Consistent with the core assumption of valasda
models, the market value of assets is the most ffolveariable explaining the timing of default,
outperforming most available alternatives put thget

Sohn and Kim (2007) proposed the random effectstiogregression model for default prediction
considering not only the SMEs’ financial and namaficial characteristics, but also the uncertainty
that cannot be explained by such characteristitee &mpirical study results indicated that the
classification accuracy of random effects logisggression model is better than that of the fixed
effects logistic regression model. Also, it is fded that stockholder’s equity turnover, growth rafte
stockholders’ equity and growth rate of sales aréonger significant on default with random effects
model. Consistently significant variables in bodmdom effects and fixed effects logistic regression
models are net income to stockholder’s equity,imaime to total assets, total assets turnover, throw
rate of total assets, listed in the stock marketaty and technology experience score. From thdtses
analyzed, it is recommended to use random effegistic regression model in case of predicting the
default of funded SMEs. Also, they suggested cargid not only the financial variables but also the 157
non-financial variables for establishing defauktgiiction model with better prediction accuracy.

Li and Tang (2007) realized an empirical study orporate governance mechanisms in China. The
corporate governance index suggests that a favieucabporate governance mechanism is propitious
to the improvement of corporate profitability, opéng efficiency, growth ability, and the
strengthening of financial flexibility and securityhe corporate governance mechanisms, including
controlling shareholders’ governance, board gowereatop management governance, information
disclosure, stakeholders’ governance and supervisommittee governance, determine whether the
company owns a scientific decision-making mechanigioreover, a decision executing mechanism
will affect the corporate value and performancediy. The empirical investigation demonstrated tha
the industry the company is in and the propertythef first big shareholder greatly influence the
financial safety, the performance and market vadfiehe company, with an exception that the
property of the first big shareholder does not iicgntly influence the cash flow per share and
Tobin's Q value. They also find that low financlaverage actually improves the profitability, the
stock expansion ability and market value of lismmpanies; however, as an important capital
resource for the existence and development of apaog financial leverage also has a positive
influence on the company when increasing the deld tertain degree. The empirical results also
demonstrate that large scale companies perfornerbett their profitability, the stock expansion
ability, operational efficiency, financial elasticiand safety, while their market value is lower.

Also, the country and industry risk have becomedrtgnt elements of the corporate bankruptcy risk
at the global level. RiskCalc Model success istduthe multinational companies’ orientation towards
emerging countries and international Moody’s apphoallowed them to perform a more rigorous
credit risk management. Excepting emerging cowtfi¢doody’s has elaborated models in order to
assess Expected Default Frequency (EDF) for examtey (Fernandes F., 2005).
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Currently, in Romania there isn’t a model of asisggshe risk of bankruptcy that can be applied
nationally and for enterprises acting in all sestdor we do not propose to realize this, becasise i
very difficult and each sector has own particuiesit But there were concerns in this regard, reesult
the following models, applicable in some sectoradifvity: Manecuta and Nicolae model (Manecuta
& Nicolae, 1996) proposed for the metallurgical ustty, the model B — Bailesteanu (Bailesteanu
Ghe., 1998), the model | — Ivonciu (lvonciu, 1988H the bankruptcy risk analysis model at the level
of Romanian companies or the bankruptcy prediatiodel, proposed by Siminica (2005).

Also, Mereuta, C. (1994) identifies priorities dietcompanies system applying thBC Methodused

in management, based on principle "20/80", sayifigp2rcent of causes generates 80 percent of
effects. After studying a nucleus of junction-comigs, representing 80 percent of turnover, on
profits, losses, financial expenditure, employets,, will find the definition of the performancétbe
entire system of companies in Romania. This isnleehanism ofunction analysiswhich targeted
two things: to determine the degree of concentnatib the system and to establish the degree of
structural domination of the markets by leadersiceoned at what distance is the markets of perfect
competition model. Also, there was designed an eggie index of financial performance by
financing, for the building sector enterprisesm Galati County, using especially variables vihic
reflect financing strategy of the enterprise (BasbMisu, 2009).

3 Data and M ethodology Description

The model designed in this paper is a small scaddeinbecause it takes into account only 11
enterprises acting in a single sector (buildingt@@c The reason for using this reduced sample is
difficulty of the data obtaining and the high cosfsthe Financial Statements from the Register of
Commerce. For model elaboration were followed thgt Istages: compiling the database necessary
for the case study; hierarchy of the building seanterprises in accordance with their financial
performances; designing the model for assessinditlaacial performance and finally testing the
model to establish the relevance degree. The nmaiditions that must be met by all enterprises from
the sample are: all enterprises to be includedhénbiuilding sector; to grasp the evolution in tiofe

the financial performance of the enterprises umstigtly; to have a continuous activity throughout the
analysed period; the selected sample must inclugteonly enterprises showing high financial
performance, but also low financial performancpeanit to realize a hierarchy of the performance on
a wider spacing of performance. One essential dondtaken into account when establishing the
sample was that the enterprises active in thisséztshow continuous activity during the chosemeti
interval. We identified 11 enterprises: 2 largemédium and 2 small. The selected and analysed
enterprises represented, approximately 0.93% ofdta number of active enterprises in the building
sector, with a turnover of 35.85% of the turnovbtained in the Galati county building sector and,
respectively, 5.78% of the total turnover of thelaBacounty. The methodology description for
hierarchy the selected enterprise after the firmrmerformance is the same presented in the paper
Modelling the Financial Performance of the BuildiSgctor Enterprises — Case of RomajBarbuta-
Misu, N., 2009).

The analyzed enterprises were grouped into perfatrarad non-performant, as follows:

- the first 7 enterprises, with high financial perf@nce, in descending order (Arcada
Company, Vega 93, Constructii feroviare, Arcadan&nuctia Avram lancu, Confort and
Moldovulcan);

- the next 4 enterprises, with low financial perforog, in descending order (Consal,
Constructii si reparatii, ICMRS, Sorex).

As in majority of bankruptcy models, in order to aebthe financial performance was used the score
method, which has wide practical applications inksaptcy prediction, and which entails finding a
linear combination of financial rates thus allowifog the separation of bankrupting enterprises from
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n
those that face no financial problems. The gerferah of this function isZ= Y a; xX;, where:a; =
i=1
weighting coefficient for financial rati®;; X; = financial ratioi and i = number of financial ratios
used,i=1+n.

According to the Z scoring resulted for an entesgyrit is registered within a certain area of righus,

we may say that the score is a method of exteliaghdsis that consists in measuring and interggetin

the risk to which the investor, the creditor of #erprise, is exposed at, and is also faced &y th
enterprise as a system in its future activity.sltbased on elaboration of a value judgment which
combines a linear group of financial rates or digant variables.

The detailed analysis of the sample allowed foaldigthing some clear differences between the two
groups of enterprises, as it can be seen in Taliferlthis analysis was used both medium and median
values of the financial ratios, which are morevalg¢ as these cancel inconclusive values.

Starting from individual levels of these ratiosr(Bach of the 11 enterprises in the sample) we have
calculated the medium weighted ratios on the whdlperformant and non-performant enterprises.
The medium financial ratios for the whole of perfiant, and respectively, non-performant enterprises
were calculated on the basis of the centralizedriza for the two groups of enterprises. The values
thus obtained were at the basis of pointing outrétevance of selected ratios for differentiatihg t
two groups of parameters.

Table 1. Absolute changes of the medium and median values of the financial ratios

Per for mant Non-perfor mant Absolute change
No. Indicator enterprises enterprises
Medium | Median | Medium | Median | Medium | Median

1. Net profit / Total 0,211 0,193 -0,313 -0,212 0.524 0.405
assets 159

2. Working capital / 0,020 0,024 -0,751 -0,429 0.771 0.453
Total assets

3. Retained earnings 0,06( 0,041 | 0,00000:; | 0,00000: | 0.05999: | 0.04099!
Total assets

4, Earnings befor 0,211 0,19¢ -0,31: -0,21: 0.52¢ 0.40¢
interest and taxes /
Total assets

5. Sales / Total assets 1,588 1,645 0,979 0/914 090.6 0.731

6. Debts / Total assets 0,518 0,534 1,548 1,267 03-1. -0.733

7. Permanent financing / 0,032 0,028 0,03( 0,022 0.002 0.006
Total assets

8. Current liabilities / 0,62¢ 0,61¢ 0,66¢ 0,58¢ -0.04« 0.0z
Total assets

9. Current assets le: 0,53¢ 0,54¢ 0,32¢ 0,237 0.20¢ 0.311
inventories / Total
assets

10. | Operational result / 0,384 0,343 -0,067 -0,056 0.4%1 0.399
Economic assets

11. | Net profit/ Own 0,392 0,320 -0,289 -0,168 0.681 0.4i88
capital

12. | Current assets 1,511 1,481 1,14¢ 0,98¢ 0.36¢ 0.49¢
Current debts

13. | Total assets / Tot: 1,94: 1,871 1,08¢ 1,05¢ 0.85¢ 0.81¢
debts

14. | Debts / Own capital 1,162 1,282 -0,076 -0,191 .238 1.423

15. | Financial debts / Total 0,122 0,131 0,06% 0,025 0.0%7 0.1/06
debts

16. | Net profit after tax / 0,342 0,391 -0,164 -®13 0.506 0.484
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Total debt

17. | EBITDA / Total debt 0,50( 0,477 -0,112 -0,05: 0.612 0.5%

18. | Working capital / 0,04( 0,05z -0,112 -0,14: 0.15Z 0.19¢
Total debts

19. | Net profit before taxes 0,539 0,485 -0,194 -0,175 0.733 0.66
/ Current liabilities

20. | Net profit / Sales 0,120 0,113 -0,353 -0,245  478. 0.358

21. | Financial charges/ 0,017 0,018 0,013 0,006 0.004 0.012
Net turnover

22. | Personal expenses / 0,429 0,476 1,061 1,026 -0.632 -0.65
Value added

Source: Calculus performed by the author;

Consequently, from the discriminate analysis iultssthat there are significant differences between
the two groups of enterprises (performant and remfiepmant), for the majority of used ratios. Thus,
we appreciate that the sample we used is repréisentar setting up the model of determining the
financial performance and lead us to choose tHewiioslg variables: Net profit / Own capital, Net
profit / Total assets, Sales / Total assets, DeBisn capital and Personal expenses / Value added.

4 Thefinancial performance aggregated index description

In setting up our model we used those financiabsathat offer the best separation of the perfotman
enterprises by the non-performant. So, there wensidered the ratios that present the greatesevalu
of the differences between medium, respectively iamestalues. The 22 ratios were selected by the
notoriety of their using in the literature (Beavé®66; Altman, 1968; Edmister, 1972; Deakin, 1977;
Fulmer, 1984; Shirata, 1999; Shumway, 2001; Kallp2Z Davydenco, 2005; Saretto, 2005; 160
Grammenos et al., 2008; Stroe & Barbuta-Misu, 20i0panking (Sohn & Kim, 2007), and in the
process of evaluating a firm for its investment thioress (Nicolau, 2010).

All these ratios were calculated in the databaseéach of the 11 enterprises selected in our sample
for a six years period. Also for each enterprisehaee established a medium level of these ratios.

In accordance with the individual score of eaclemprise, the group of performant enterprises was
further grouped in 3 subgroups, while the non-gemnt enterprises group was grouped in 2
subgroups (each group including the enterprisds thig closest score), thus (Barbuta-Misu N., 2009):
group 1composed of 2 enterprises with the highest firdn@erformance (Arcada Company, Vega
93); group 2composed of 2 enterprises with medium financiafggmance (Constructii feroviare,
Confort); group 3 composed of 3 enterprises satisfactory financiakrfggmance (Arcada,
Moldovulcan, Constructia Avram lancuyroup 4 composed of 3 enterprises with lower financial
performance (ICMRS, Constructii si reparatii, Cdjisgroup 5composed of 1 enterprise with the
lowest financial performance (Sorex).

For each group we have established the centradtiakthce, for calculation the medium level of the 5
ratios and then we granted a score to each grohp.dFeatest score was given to the group of
enterprises with the highest financial performanaed the lowest score went to the group of
enterprises with the lowest financial performantgoints for group 1; 3 points for group 2; 2 psint
for group 3; 1 point for group 4 and -1 point faogp 5, showing the lowest performance. The
average values of the 5 ratios for the 5 groupmtérprises are presented in Table 2:
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Table 2. Financial ratiosfor the 5 groups of enterprises

Xli Xzi X3i X4i Xsi Z;
Group 1 0,4731 0,2101 1,6746 1,1677 0,3353 4
Group 2| 10,1582 0,1311 1,5401 1,2727 0,8266 3
Group 3| 0,1423 0,0679 1,3584 2,2498 0,6195 2
Group 4| -0,0274 0,0158 0,9777 -0,0928 1,0629 1
Groupf| -0,039: -0,3305 1,084: -8,4557 0,972¢ -1

Source: Calculus performed by the author;

The relationship used to fit an enterprise in @giperformance area is:

Zi =a; ><X11 +aj XXzi +ag XX3i +ay XX4i +ag XXSi s where:

Z; = financial performance aggregate index four group=1+5;
X1, = Net profit / Own capital for group;

Xz, = Net profit / Total assets for group

X3, = Sales / Total assets for group

X4, = Debts / Own capital for group

Xs. = Personal expenses / Value added for grgup
1

For estimation of the coefficients we used the following equation system:

0,4731xaq +0,2101%xay +1,6746xag +1,1677xa4 +0,3353%axg =4
0,1582xaq +0,1311xap +1,5401xa3 +1,2727xay +0,8266xag =3
0,1423xaq +0,0679xap +1,3584xa3 +2,2498%ay +0,6195xas =2
-0,0274xaq +0,0158%ay +0,9777xa3 —0,0928xa, +1,0629xag =1
-0,0397xaq —0,3305xa, +1,0841xa3 —8,4557xa, +0,9728xag = -1
We solved the system of equations by Cramer's rdetkmowing that the system determinant is
different from O:

161

0,4731 0,2101 1,6746 1,1677 10,3353
0,1582 0,1311 1,5401 1,2727 0,8266
A=| 01423 0,0679 1,3584 2,2498 0,6195|=0,518414.
-0,0274 0,0158 09777 -0,0928 1,0629
-0,0397 -0,3305 1,0841 -8,4557 0,9728

Thus, result the following values of the coeffidin

_DNaj _ 4473538 _ _Dap 5992748 _, _Aaz _0,891312 _

1=——=———=863; ay=—==—"—"—=1156; ag=—==————=172]
A 0518414 A 0518414 A 0518414

L oBag 0362093 _ . _Mas 0974482

477N Tos18414 T TA 0518414

The model of assessing the financial performanctaioéd is:
7=8,63xX1 +11,56%xX5 +1,72xX3 +0,7xX4 +1,88%xX5 .

This model allows the classification of enterprisssting in the building sector, in a certain
performance area. For this reason, there werdyficaiculated the 5 financial ratios involved ireth
analysis, for determining th& score. In accordance with its value, the entegpsidl fit in one of the
following 5 performance areas:
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- if z > 3,5 the enterprise has a very high financial perémce;

- if 2,5< Z < 3,5 the enterprise has a medium financial peréorce;

- if 1,5< 7z < 2,5 the enterprise has a satisfactory finamzalormance;
- if 0 <z < 1,5 the enterprise has a low financial perforoean

- if Z <0 the enterprise has a very low financial periance.

The interval limits are determined as a simplehanitic average of scores granted for two consezutiv
groups of enterprises. The higher value of thescore determined for an enterprise, more than the
value of 1.5, (the limit that mathematically sepesathe enterprises with high financial performance
apart from low financial performance ones), theatge possibility of obtaining a higher performance.
To always have a higher financial performance réoeirrent calculation of th& score is needed, as
its reduction in value implies a reduction in theahcial performance and, in these conditions, the
managers should take measures for recovery.

This model was tested using the same sample ofpeises obtaining an average success ratio of
81.82%.

All performant enterprise¢PF) were correctly included by applying the model ofessing the
financial performance to the medium financial rat(oalculated for the latest six years), the sueces
ratio being 100%k-or enterprises with low performanc@dPF), out of 4 included in the sample, only
2 of them were correctly included by applying thedal to the medium financial ratios, the success
ratio being of 50%.

The analysis of the prediction capacity of themodel highlighted that the®ltype of error (non-
performant enterprises classified as performardyvsh lack of success degree of 50% for the medium
values of ratios and thé“2ype of error (performant enterprises classifischan-performant) is 0%
for the medium values of parameters.

162
5 Discussion and Conclusions

In this model, the estimated coefficients indicatdirect link between all financial variables and a
higher financial performance of the enterprisest flsaan inverse relation between all financial

variables and probability of bankruptcy. Thus, tim®st important variables that separate the
performant enterprises or non-performant enterprase return on equity and return on total assets.
That means return on equity and return on assetgheagreatest influence in the hierarchy of the
building sector enterprises after their financiatfprmance

About the inverse relation between staff costs aatg probability of bankruptcy we can argue that is
an unusual situation that the share of staff ciostgdlded value to be high to the enterprises with n
risk of bankruptcy, especially because the higluealf personnel expenses diminishing the profit.
This situation show that the enterprise performahggends on the level of personnel incentive and
that are some imbalances in the operating actofithe company, because the share of staff costs in
value added is higher than it should be.

Although the model shows an inverse relationshipveen the rate of staff costs and risk of
bankruptcy, the discriminate analysis shows that rite of personnel costs is higher to bankrupt
companies. This controversial issue is generatethdéynterpretation of the indicator. In the normal
activity, the share of personnel costs should hedren 25-60% of value added. Above this level, the
activity efficiency is compromised (Stroe & Barbasu, 2010).

The model designed in this paper has some limigter to the small number of enterprises included
in the sample, as was argued by difficulty to fimddium and large sized enterprises with continuous
activity in the period analysed in the Galati Cqur$o, the model relevance can be improved by
including the greatest possible number of entegprin the sample, from national level. As it can be
observed, this sector is experiencing profound gbarnn the interval studied which shows that the
model will have to be adjusted periodically, in @wtance with the evolutions registered in the
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building sector. Also, the increase of the preditfpower of the model can be realized by inclugibn
some non-financial variables that assure bettedigien accuracy as shown Keasey and Watson
(1991) or Sohn and Kim (2007). Thus, a future redeanay consist in taking into account as non-
financial variables four comprehensive macro-categoof leadership attitudes and behaviours
reflected in 4R model: research, relationship, tagen and recognition (Boca, 2011).

In conclusion, comparing of the models and pararsetalues of the international recognised models
and the model designed in this paper taking intmawt the specificity of the Romanian economy we
saw clear the significant differences related toaldes that separate enterprises in bankrupt ane n
bankrupt. So, it results that models for assestfingisk of bankruptcy are relevant only if there a
satisfied conditions related to the presence ofesemmilar economic characteristics in the analyzed
period and enforceability on some enterprises énstictor of activity had referred to. This sustaires
findings of Argenti (1976) who had analysed theea$p of bankruptcy risk and had reached the
conclusion that financial indicators had differeatues for each particular case. Also, many externa
factors as global financial crisis (Tudor F., 20T&n change the influence of the variables on the
enterprise financial performance.

Finally, we consider that the model of assessirgfittancial performance has a wide use as it allows
to ranking enterprises active in the building seatoterms of their financial performance. Alsoeth
prediction capacity was proved by the 81.82% r&®iocess.
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