
LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (3) 

THE FINANCIAL AND ECONOMIC ANALYSIS OF AN 
INVESTITION PROJECT WITH THE OCCASION OF ITS 

APPROVAL 
 

ANALIZA TEHNICO- ECONOMICĂ A UNUI PROIECT DE 
INVESTITII CU PRILEJUL AVIZĂRII ŞI APROBĂRII  SALE 

 
G. UNGUREANU* , S. BREZULEANU* , E. BOGHIŢĂ* 
 

"The unrolling of a business is a race without finishing line, and means 
ceaseless endeavor for improvement, in order to satisfy all the extant 
needs." 
Throughout the whole world, a very important matter is represented by 
the programs related to business, which presupposes organizing and 
leading people, developing the commercial activity through a plan of 
structural action, and mobilizing the whole team in order to succeed in 
the undertaken actions. 
It can be considered that the apparition and singularizing of small and 
medium enterprises is due to the tendency of balancing the economic 
structures, in order to decrease the economic concentration degree. In 
transition economies, the role of the balance comes from the necessity to 
establish competition and to restructure the economy. 
The reason why we chose the work's subject, "THE FINANCIAL AND 
ECONOMIC ANALYSIS OF AN INVESTITION PROJECT WITH 
THE OCCASION OF ITS APPROVAL", was to create a quite real 
image of the enterprises and their activities. In order to carry out the 
work, we also used a questionnaire in which we sought....to summarize, 
as precisely as possible, the reasons why the entrepreneurs started their 
businesses. The questions proposed to be analyzed were pleasant, so a lot 
of managers found it enjoyable to complete this questionnaire: "which are 
the external factors that pushed them to establish their own business", 
"which are the strong points that characterizes them", "what knowledge is 
necessary for one who wants to start business", which is the symbol of a 
successful contractor", "how does their life partner see their involvement 
in business", for how long is the business runned" etc. 
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RESULTS AND DISCUSSIONS 

 
Financing of the economic activity means to ensure the cash flows 

needed to cover the expenses necessary to achieve an economic project, a 
social or economic activity carried out at the level of national economy, 
activity branch, or simple trader. 

At the level of national economy, the financing of the state's activity, 
the central an local bodies, and of the social protection system is realized on 
the basis of public budget's revenues. At the level of trader, financing the 
activity means to ensure the cash flow, which is realized through own 
sources (self administration), subsidies from state budget, bank loans, 
external, reimbursable financing sources granted by different banks and 
NGOs as loans, microcredits, and technical assistance, as well as other 
sources of external non-reimbursable financing allocated in the form of 
grants, social assistance through various programs etc. 

Thus, the financing at a macroeconomic level comprises state 
finances, which have as purpose to maximize the social welfare, according 
to the Paretian optimum, while financing at a microeconomic level 
comprises the finances of economic agents, who have as objective the 
maximizing of the firm value. 

Agriculture, as an important branch of national economy, requires 
considerable financial resources for reorganization and modernization. The 
decentralisation and decollectivization in agriculture, in terms of a adverse 
legislation, of breakage between decollectivization-privatization, and of 
economic organization of farmers, led to different forms of manifestation of 
the agrarian crisis in all the countries of Eastern and Central Europe, crisis 
unknown in the countries with market economy. 

In 2006, the farm received financial aid from the state budget in the 
amount of 1890 thousand RON, representing 5.3% out of the total financial 
support allocated to the entire county. 

According to the data reflected in the balance sheet, and profit and 
loss account, concluded on 31.12.2006, results that the company ceased its 
activity with a net loss of RON 1522 thousand. 

This was due to, mainly, the application of a adverse management 
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policy which did not take the necessary measures for achieving, in 2006, the 
objectives anticipated in the business plan. At the same time, although the 
necessary modern endowments existed, due to the lack of training of the 
staff hired for the appropriate use of them, there were practiced several 
traditional methods to maintain the production and animal breeding, the 
feeding, and animals' health. 

In 2007, the company requested and received financial aid from the 
state budget in the amount of 2198 thousand RON, representing 5.7% out of 
the total financial support granted to Prahova county, of which: 

•  1253 thousand RON subsidy for wares production of horned cattle 
youth, heifers and pigs, according to HG 64/2007 (3.3% of the sum 
allocated to the whole county);  

• 944 thousand RON subsidy for milk delivered to processing 
according OG 29/2000 (2.5% of the sum granted to the whole county). 

According to the data reflected in the balance sheet and profit and 
loss account, concluded on 31.12.2007, results that the farm ceased its 
activity with a net profit of 233.6 thousand RON, and the turnover/UVM 
was of 5741.1 RON, compared to 1465.2 RON obtained in 2006. 

From the analysis performed resulted that, the activity recovery in 
2007 was caused by the application of new management policy, whose 
decisions led to increase of animals number, from 1956 heads (of which, 
pigs 1878 heads and cattle 78 heads) recorded at the end of 2006 at 2275 
heads (of which, 2178 pigs and 97 horned cattle) and of fodder area from 65 
ha to 86 ha, to training of staff for the efficient use of available facilities, as 
well as to expansion of agricultural services.  

Through these measures, not only that it was covered the loss 
recorded in 2006, but it was achieved a net profit of 223.6 thousand RON 
and a rate of profit of 1.7% compared to (- 53.1% in 2006). 

The subsidies on UVM in 2007 maintained themselves at a level 
approximately equal to that achieved in 2006, being around the sum of 
966.4 RON/UVM. Due to the result  recorded  in 2007 (224 thousand RON 
net profit), the share of subsidies out of turnover/umv reached a reasonable 
level of 16.8% compared to the level of 66.0% recorded in 2006.    

The rather complicated procedure of project elaboration, the 
eligibility criteria which the solicitant economic agents must fulfill, as well 
as procedure difficulties, limited the access to these funds. 

In order to qualify for the external non-reimbursable funds allocated 
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through SAPARD Program, there were prepared and submitted a number of 
projects by 58 companies, family associations, individuals, of which: 
Measure 1.1 "Improvement of processing and marketing the agricultural and 
fisheries products" 21 projects; Measure 2.1 "Developement and 
improvement of rural infrastructure" 21 projects; Measure 3.1 "Investments 
in agricultural exploitations" 11 projects; Measure 3.4 "Developement and 
diversification of economic activities in order to generate income and 
multiple activities" 5 projects.  

The funds required for the 58 submitted projects were of 56,627,273 
Euros. There were declared eligible a number of 51 projects, representing 
88% of the total submitted projects, and valued 34,974,040 Euros. 

Out of the 51 submitted projects, 38 projects, valued 32,487,803 
Euros, are completed; the remaining 13 projects, representing 2,486,237 
Euros are still in progress. For measure 1.1 "Improvement of processing and 
marketing the agricultural and fisheries products", out of a total of 21 
submitted projects, there were considered eligible only 17, of which 10 
projects are valued 15,118,833 Euros, and the remaining 7 projects, valued 
16,238,528 Euros are in progress. The funds allocated were destinated to 
investments in construction and modernization of existing technology, in 
slaughtering and meat processing, including buildings, machinery, plant, 
and equipment for slaughtering, processing, packaging, storage, and 
marketing of meat and meat products, and of eggs, as a result of the 
consumption areas' specific in the county and Bucuresti proximity. 

For measure 2.1 "Developement and improvement of rural 
infrastructures", were submitted, by the local councils, a number of 21 
projects for rural infrastructure modernization. Out of the 21 projects, 20 
were completed, the total allocated amount being of 15,555,074 Euros. 
Currently in progress is project worth 843,250 Euros. The financial non-
reimbursable allocations had as purpose the construction and rehabilitation 
of roads from the rural areas, construction and upgrading of drinking water 
supply systems, construction of sewerage systems, investments related to 
water purifying, rehabilitation of hydro-technical constructions in the areas 
affected by floods, rehabilitation of water pipelines for irrigation, etc. 

For measure 3.1 "Investments in agricultural exploitations", out of 
the 11 submitted projects, 9 projects worth 4,041,545 were deemed eligible, 
the funds being allocated for modernization of exploitations in viticulture. 

For measure 3.4 "Developement and diversification of economic 
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activities in order to generate income and multiple activities", were 
considered eligible a number of 4 projects worth a total of 1,542,402 Euros, 
to build agrotouristic hostels. 

From table 7 results that the company demanded and received in 
2006 subsidies in total amount of RON 398 thousand, representing 1.1% of 
the total subsidies allocated by MAPDR to Prahova county. 

In 2007, the support received from the state budget was of 443 
thousand RON, representing 1.2% of total subsidies allocated to the county, 
of which: 

• 85 thousand RON financial aid for internal production of certified 
seed according to HG 1238/2004 (7.8% of the amount given to the county); 

• 249 thousand RON subsidy for vegetable production according to 
HG 65/2007 (15.3% of the amount given for this kind of support at county 
level); 

• 109 thousand RON compensation for destroyed crops according to 
Law 381/2002 (4.1% of the total amount granted to the county). 

Subsidies per ha were of 191.4 RON in 2006 and 213.5 RON in 
2007, representing 11.6%, respective16.2% of the turnover per hectare. 

Although the area and the number of employees are kept 
approximately equal in the 2 years, in 2007, as a result of management 
decisions to change the rotation of crops and the share of crops, it was 
recorded a low turnover and total revenue lower by 20%, respective 17.4%. 

According to the data reflected in the balance sheet and the profit 
and loss account, concluded on 31.12.2006 and 31.12.2007 (table 7), the 
company achieved a net result of 5.3 thousand RON in 2006, and of 32.4 
thousand RON in 2007. 

From the performed analysis resulted that, due to bad management, 
by taking some inappropriate decisions, which were not in compliance with 
the production program and the development objectives anticipated in the 
business plan, observance of technologies for vegetable growing, and as 
there were not made any improvements to soil fertility, by using, on wide 
range, at the whole farm level, irrigation, and chemical and natural 
fertilizers, the rate of profit achieved was of 0.2% in 2006, and of 1.2% in 
2007, far below the proposed one which was of 9%. 

It thus results, that compared to the level of received subsidies, the 
economic and financial results of the farm are far below expectations. 
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CONCLUSIONS 
 
 
From the analysis carried out along this study, and from comparisons 

with the specialized literature, results that Romanian entrepreneurs are part 
of that "type" of contractors specific to the end of the 20th century and 
beginning of the 21st one in terms of average age, studies, and motivations. 

Regarding the virtues of the Romanian entrepreneurs, it is interesting 
to note the statistical analysis on the rates of entrepreneurs belonging to 
U.S.A. emigrants groups, research published by Inc. magazine in 1989 and 
taken over by Petru Sandu in his book "Management for 
entrepreneurs"(1997). In this study, the emigrants occupy the third position, 
before the foreign entrepreneurs such as Greeks or Armenians. The 
entrepreneurs average rates were calculated as number of entrepreneurs at 
one thousand inhabitants of the specific nationality. The average rate of 
entrepreneurs in USA is of 48.9%. 

This proves that there are some kind of native qualities of Romanian 
entrepreneurs that manifest themselves regardless the economic space in 
which they operate. A practical idea would be to create new business and 
consultancy connections between the entrepreneus from the country and 
those from other geographical area, especially USA, Germany, Canada, etc., 
which would contribute to improve the value system of native entrepreneurs' 
activity. 

The analysis of financing system in agriculture and rural 
development practicsd in periods of transition, pre and post adherence, 
allowed the author to formulate the following conclusions and proposals: 

1. I consider that Romania's adherence to the European Union had a 
major impact on: 

Rural credit, through the organizational forms and the structures 
adjusted to the current context, and the developing economic and political 
system, must be a form of attractive and stimulating financing, by providing 
facilities concerning the preceived interest percentage (2%-3%), as well as 
by setting the deadlines of loan repayment depending on the production 
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cycle specific to agriculture and by Government's strategy in agriculture and 
rural development. 

The mutual agricultural credit can be organized in rural areas where 
the farmers can meet in groups of interests and similar, or complementary 
concerns. In order to implement this system which is a solution appropriate 
to the existing situation of Romanian agriculture, there is necessary to 
analyse the possibilities of attracting the cash savings of the land owners, of 
producers groups and/or of those performing services in agriculture. 

The forming operation of the capital from which the cooperate 
agricultural credit to be taken, can be done by using the sums obtained from 
privatization of agricultural units, former state property. 

Farmers will have to meet the quality standards, sanitary and 
phytosanitary norms of EU, if they want to have access on the market 
(national or EU market). Certainly, the conditions imposed to producers will 
be very tough, and their non-compliace will only cause the perpetuation of 
the existing situation. Therefore, without acting according to the EU 
standards, the farmers will not be able to sell the obtained products, and 
thus, will no longer be able to procure the necessary financial resources that 
will ensure the farms' profitability. 

The obtained production will be used only in autoconsumption, and 
the benifits resulting from price rise of agricultural products (because of the 
fact that the intervention price is higher than the current price level on the 
Romanian market) will not be recovered, as the community will not 
purchase anything else but the products that comply to EU standards. In this 
context, the financial capacity of the farmers will remain low, and it will not 
be able to support the costs of both, production cycle resumption, as well as 
completion of investment process by acquisition of new technology and/or 
modernization. 

 
 
 

BIBLIOGRAPHY 
 
 
1. CIUREA, I.V., UNGUREANU, G., BREZULEANU, S., CONŢIU, V., 

1997 – The organization of the localities situated in the western side 
of Bacău district, in agrotouristic system – „Contribuţii allo studio 



FACULTATEA DE MANAGEMENT AGRICOL 

della transizione dell’agricoltura rumena verso il mercato: aspetti 
strutturali, economici ed estimativi“, Editioni Conshiste – Bologna, 
serie Ricere e studi. 

2. OTIMAN, P.I., 1999 – Restructurarea agriculturii şi dezvoltarea rurală a 
României în vederea aderării la Uniunea Europeană. Editura 
Agroprint, Timişoara; 

3. UNGUREANU, G., 2008 – Managementul procesării şi integrării 
producţiei. Editura Alfa. 

 
 


