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Abstract 
 
“The methodology of economic 

assessment of corporate finance 
management effectiveness” deals with the 
analysis of the basic issues of economic 
aspects of  corporate finance management 
effectiveness; the paper presents the essential 
issues of the existing methods for 
establishing the economic effectiveness of 
corporate finance management and control; 
it also proposes the improvement of the 
approach regarding the assessment of 
finance management effectiveness of a 
company.  
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1. Introduction 

 
The practice in Romania and the 

international one show that the first to be 
interested in assessing the effectiveness are 
contracting companies and finance managers 
who promote anti-crisis management. This is 
due to the fact that accross the world 
nowadays the cases of bankruptcy, scandals 
related  to it as well as the consequent losses 
have reached an unprecedented level. Thus, 
the study carried out by World Bank 
specialists indicated that annually an average 
of 1% of the total companies of developed 
countries reached bankruptcy during the last 
decade. 

The necessity for an appropriate 
assessment of company finance management 
effectiveness is also felt in the Romanian 
system because the actual financial status of 
Romanian companies is still under the 
influence of the economic crisis. According 

to official statistics, more than 56% of the 
autochtonous companies tend towards 
insolvency. 

 
2. Analysis of data 
 

The complex analysis of the basic aspects 
of assessment of corporate finance 
management economic effectiveness should 
comprise two directions. The first direction is 
the analysis of the approaches that will lead 
to understanding the essence of one of the 
highly assessed characteristics of corporate 
finance management – its effectiveness. The 
second direction is the analysis of 
effectiveness assessment as a specific type of 
activity, following the quantitative 
assessment of this characteristic. 

In many cases, the integral coefficient is 
proposed as a main indicator in assessing the 
economic effectiveness of corporate 
organizations, and it comprises individual 
components of the indicator system chosen. 
However, it is our belief that this fact does 
not exclude the main difference of the narrow 
interpretations regarding effectiveness.  

The process of assessing the economic 
effectiveness of corporate finance 
management as a specific activity implies 
both technical difficulties and other basic 
issues. As for the basic issues, which give 
rise to the development of the approaches 
regarding the assessment of this 
characteristic of financial activities, they are 
the following:  

1) principled measurability of the 
effectiveness 

2) the degradation of performance 
indicators; 

3)  demonstration of extrapolation. 
The issue of principled measurability or 

nonmeasurability of such characteristics as 
effectiveness is closely related to the 
possibilities of human thought, the capacity to 
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formalize and measure different categories. 
The category apparatus allows the constitution 
of structures, included in the management 
effectiveness of the company, such as the 
social and psychologic costs, as well as 
making the comparison and choosing while 
lacking some definite criteria. However, the 
assessment of effectiveness in such a broad  
interpretation, as well as the attempts to 
formalize the human thinking process is 
extremely difficult. 

Any  indicator for effectiveness 
assessment is appropriate to be put into 
practice only if it allows the comparison of 
two objects from the point of view of their 
effectiveness. The examination of any 
effectiveness indicator is realized by 
establishing its capacity to distinguish 
between the levels of effectiveness (high 
level, low level). In order to do so it is 
necessary to determine a certain variation of 
this indicator, previously set for a certain 
group of the analysed objects. If the value of 
the selected indicator does not vary 
sufficiently from an object within the group 
of another object, then that indicator is not 
useful to make an assessment.  

Nevertheless, we do not find that an 
adequate assessment of the economic 
effectiveness of corporate finance 
management is impossible to achieve as a 
principle. It can be obtained with relative 
precision. Having to consider that the 
negative influence of the fundamental 
factors, which influence the assessment of 
effectiveness, cannot be eliminated, it has to 
be reduced to the minimum by developing 
some specific methods for the assessment of 
the corporate finance management 
effectiveness. 

The interpretation given here, referring to 
considering corporate finance management 
effectiveness as the company’s capacity to 
reach and maintain a certain financial level 
by using the available resources in a certain 
period of time, allows to assimilate the 
methods for effectiveness assessment to the 
methods for assessing the financial status of 
the company. Moreover, various categories 
of methods, formally defined as „methods for 
the forecast of company bankruptcy”, should 
also be analyzed, because in our opinion, 
these methods can also be included to the 
category of methods for the assessment of the 
financial status of the company.  

As objects to be analysed we choose both 
methods which are largely known as well as 
new studies proposed by specialists for the 
assessment of the financial status of the 
company. A condition of constituing the 
methods for the assessment of economic 
effectiveness of corporate finance 
management is their complexity. Therefore, 
the group of analysed methods may be 
reduced to the complex methods for the 
assessment of the financial status of the 
company, namely those methods which 
characterize at least two of the four basic 
aspects of the financial status of the company 
(profit, turnover, liquidity, stability). The 
majority of  methods within the complex 
analysis for the assessment of the financial 
status are some formal methods, which are 
based on certain numeric algorithms. 
Moreover all the formal methods formale for 
the assessment of corporate finance 
management are formed according to one of 
the two aspects. According to the first aspect, 
there is constituted an integral coefficient out 
of the elements of the indicators system 
forming the base of assessment methods, 
then the values of this coefficient are used to 
make the necessary assessment. Such 
methods (defined as integral methods) are the 
most pupular in practice. 

It is our belief that in order to obtain an 
optimum variant for the comparative analysis 
of the data provided by these methods the 
calculations should be made on the basis of 
the data regarding a group of companies, 
which should include both companies about 
to fall for bankruptcy and companies that 
operate normally. Thus, if we consider 
bankruptcy as a situation of maximum 
ineffectiveness of corporate finance 
management, then these calculations may 
indicate the applicability of these methods for 
the assessment of corporate finance 
management effectiveness. However, the 
lack of statistic data regarding the companies 
in Romania that have already gone bankrupt, 
does not allow us to use this method in 
Romanian practice. 

The methods based mainly on rating 
assessment can be considered satisfactory, 
while statistic, expert and cluster methods 
have dissatisfactory results in assessing 
corporate finance management. 
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3. Conclusions 
 
Many experts emphasize the duality of the 

sources of corporate finance management 
effectiveness. Theoretical reflections 
regarding management effectivness have 
demonstrated that the specificity of a 
company’s management consists of the fact 
that the management objective is achieved 
both within the management system (the 
management subject) and within the 
managed object. This complexity of 
objectives interaction within the 
management-production system involves the 
examination of the results of the two 
subsystems – the leading and the subordinate 
ones. Each of these subsystems has its own 
resources whose proper use should be taken 
into account.  

The assessment of the effectiveness of 
corporate finanace management system 
proposed in formula (1.) and the 
effectiveness of financial management (2.), 
have a common position regarding the 
assessment of corporate finanace 
management effectiveness.  

   

                         
(1.) Own Source 

 
                 

                        
(2.) Own Source 

      where  

 

4. References 
 
[1]  Negoita,C. V., Expert systems and fuzzy 

systems.-Menlo Park, Calif: 
Benjamin/Cummings Pub. Co., 1985, p. 190.  

[2]  Poloz, A., Finanţele corporative în 
societăţile pe acţiuni din Republica 
Moldova, Revista „Economica”, nr.1, 
ASEM, Chişinău 2005 p. 25-29. 

[3]  Stancu, I., Finanţe, Ed.Economică, 
Bucureşti, Ed.Economică,1998, p. 410. 

 

 

 
 

 

1119




