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ABSTRACT - The authors of numerous 
studies, specialists from Romania and 
abroad, agree that in the complex process of 
economic development, the financial results 
have a fundamental role. Among the various 
indicators reflecting the financial results, 
authors have established a larger space to 
the profit. Therefore, they showed detailed 
information on the content and total profit, 
which has two components (normal profit 
and economic profit), monopoly profit and 
unexpected profit, legal profit (legitimate) 
and unlawful gain (illegitimate). In addition 
to the analysis of balance-sheet indicators, a 
special place was occupied by the analysis 
of the following indicators: indicators of 
liquidity and solvency, financial balance 
(risk) indicators, indicators of yield and 
profitability, indicators of activity 
(management) and revolving fund 
indicators. To highlight the relationship 
between economic development and the 
above-mentioned indicators, the authors 
conducted a case study at “Kosarom” Joint-
Stock Company of Paşcani - regional leader 
in the production, processing and 
valorisation of meat and meat preparations.  

Key words: outcomes, factors, economic 
development 

 
REZUMAT - Rezultatele financiare – 
factor fundamental al dezvoltării 
economice (studiu de caz la S.C. 
“Kosarom” S.A. Paşcani). Autorii 
numeroaselor studii de specialitate, din ţară 
şi din străinătate, sunt de acord asupra 
faptului că, în cadrul procesului complex de 
dezvoltare economică, rolul fundamental îl 
au rezultatele financiare. Dintre numeroşii 
indicatori, care exprimă rezultatele 
financiare, autorii consacră un spaţiu mai 
larg profitului. În acest sens, se prezintă, în 
detaliu, informaţii cu privire la conţinutul şi 
rolul profitului total, cu cele două 
componente (profitul normal şi profitul 
economic), al profitului de monopol şi al 
profitului neaşteptat, al profitului legal 
(legitim) şi al celui nelegal (nelegitim). De 
asemenea, pe lângă analiza indicatorilor 
bilanţieri, un loc aparte îl ocupă şi analiza 
următoarelor categorii de indicatori: 
indicatori de lichiditate şi 
solvabilitate;indicatori de echilibru 
financiar (de risc); indicatori de 
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rentabilitate şi profitabilitate; indicatori de 
activitate (de gestiune); indicatorii fondului 
de rulment. Pentru a scoate în evidenţă 
relaţia dintre dezvoltarea economică şi 
indicatorii citaţi mai sus, autorii au realizat 
un studiu de caz la S.C. „Kosarom” S.A. 
Paşcani - lider regional în domeniul 
producerii, procesării şi valorificării cărnii  
şi a preparatelor  din carne. 

 
Cuvinte cheie : rezultate, factori, 
dezvoltare economică 

 
INTRODUCTION 

 
Kosarom Joint-Stock Company 

of Paşcani, the regional leader in the 
production and processing of meat 
(cattle and swine), has the merit of 
giving its name to the later created 
concern (Chiran et al., 2004; Patriche, 
1998; Shepherd, 2003; Thompson 
and Stappenbeck, 2001), having as 
object production and marketing of 
meat and meat preparations (mainly 
produced from pork, but also some 
poultry and beef specialities) 
(Alexandri et al., 2004). Pork 
products occupy the most important 
place in the range of products 
marketed by the Company, 
representing over 90% of the 
production. 

As a response to the market 
demand, Kosarom Joint-Stock 
Company of Paşcani has introduced in 
production a range of plant products 
such as parizer, cremwursts, sausages 
and salami, made from ingredients of 
plant origin (vegetable protein, 
vegetable oil and natural spices) 
(Gherasim and Maxim, 1996; Manole 
et al., 2003). 

In 2008, pork products occupied 
93.1% of the total quantity of 
products manufactured by Kosarom 
Joint-Stock Company of Paşcani, and 
90.76% of the total value of their 
production. Poultry products are 6.51 
% of the total products manufactured 
in 2008 and 8.70% of the total value 
of production. In addition, beef 
products represent only 0.36% of the 
total products manufactured in 2008 
and 0.54% of the amount of 
production.  

The Romanian tradition and 
experience, combined with the high 
technology standards, enable 
Kosarom to be a name with resonance 
on the competitive national market 
(Bran, 1991; Kotler, 1998, Papuc, 
1999; Rotaru, 1991; Ştefănescu, 
2001). 

The target-market of Kosarom 
group of companies includes Iaşi, 
Bacău, Neamţ, Suceava, Bistriţa-
Năsăud, Cluj, Botoşani, Vaslui, 
Galaţi, Vrancea, Buzău, Constanţa 
counties and Bucharest, providing the 
distribution of meat preparations  with 
their own means of transport and 
isotherms (Chiran et al, 2003; Chiran 
et al, 2007; Constantin et al., 2009; 
Petcu, 2000; Rosembloom, 1983). 

 
MATERIALS AND METHODS 

 
This case study was conducted at 

Kosarom Joint-Stock Company of Paşcani 
and covered the period 2007-2008. For 
highlighting the issues of financial results 
and their influence on the economic 
development, several indicators have been 
examined, of which we mention: profit 
(total, gross, net, economic, normal, 
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legitimate, illegitimate), income (total 
operating, financial), indicators of 
liquidity and solvency, indicators of 
profitability and performance indicators 
of activity and patrimonial value. 
 

RESULTS AND DISCUSSION 
 
Profit is the income obtained by 

economic operators, due to the use of 
capital, or in a broad sense, it is the 
gain the operators get as surplus over 
the cost of production. Therefore, 
profit is the benefit of money obtained 
from an action, operation or activity; 
hence, the conclusion that any 
economic progress cannot develop 
unless it has profit. Analysed as the 
difference between selling price and 
production cost, total profit has two 
components: normal profit and 
economic profit (Carter, 1997; 
Crawford, 1997; Kotler, 1998; 
McDonald, 1998; Parker – Pope, 
1996; Prutianu et al., 1997; Tracey-
White, 1991). 

Normal profit is that part of the 
profit made by a trader, as the owner 
of the factors of production. 
Therefore, the profit is less than the 
normal profit a firm must obtain for 
further work; in that case, the total 
revenue collected to identify the 
opportunity costs can ensure the 
continuation of the same functional 
activity. 

This part of profit that is 
obtained as income over the cost of 
production, whether this income is a 
product of production or rent factors, 
as a result of the competition game on 
the market, is supernormal or 
economic profit. While accounting 

profit is the excess of revenue over 
net cost, accounting economic profit 
is the difference between total 
revenues of the company and 
opportunity costs of all the factors the 
company used for a certain period. 

To understand the normal profit, 
the following example may be given: 
within a year, the total income of a 
trader is 500,000,000 monetary units, 
of which 480,000,000 monetary units 
represent production costs, by using 
factors of production. Traders use 
production equipments and other 
similar factors, getting a profit of 
80,000,000 monetary units. He may 
rent production equipments for a year 
to the thirds, from which he may 
collect a rent of 80,000,000 monetary 
units or he can use production 
equipments for a year, rented from the 
third parties, for which the payable 
rent is 80,000,000 monetary units. 
Taking into account the three above-
mentioned hypostases, it follows that 
the normal profit is 80,000,000 
monetary units, while 100,000,000 
monetary units is the total profit, of 
which 20,000,000 monetary units is 
the economic profit. 

If the developer did not own the 
factors of production, hiring them all, 
then, he would get normal profit, the 
rent paid to the third parties being 
included in the production cost, as the 
real cost. If the produced goods were 
sold at a price equal to the production 
cost, then he would get no economic 
profit. In addition to the two main 
forms of profit, normal and 
supernormal, in the savings market, 
one can meet other forms, too, 
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differentiated from other viewpoints, 
including the monopoly profit, which 
is achieved by companies and 
corporations that have secured a 
monopoly on the market. A special 
form of profit is the so-called 
unexpected profit, which is 
performed by different operators, in 
terms of favourable economic and 
political circumstances. 

Profit is a lump sum that can be 
made of two components: 

- legal or legitimate profits, 
made in compliance with legal 
provisions over a period in which it is 
obtained; 

- illegitimate or unlawful gains, 
made in breach of deliberate or not 
the legality of the allocation of quota 
percentage of profits above the 
permissible by law, to circumvent the 
payment of taxes and duties, "swelling 
cost ", making double entries, etc. 

The activity of Kosarom Joint-
Stock Company of Paşcani was 
reflected in the balance sheet of the 
last two years (Table 1). There were at 
least three noteworthy aspects, 
namely: 

• The increase by 1.4 times of 
the value of property, due to massive 
investments made in service and in 
the course of completion; 

• Debt increase by 1.8 times, of 
which, the short-term debts by 2.4 
times and debts over a period of one 
year, by 1.4 times; 

• Recording in 2008 a total loss 
of 1375.3 thousand lei, due to the 
differences in exchange for foreign 
currency debt and interest payments 
for bank loans. Tangible assets 
covered by equity in relation to 
26.9%, which means that efforts 
should focus on obtaining and 
maximizing the profit, thus creating 
their funding sources.  

 
Table 1- Main balance sheet indicators obtained by Kosarom Joint-Stock Company 

of Paşcani, during 2007- 2008, thousand lei  
 

Indicators 31.12.2007 31.12.2008 % / 2007 
Fixed assets 55.524,9 76.980,7 138.6 
Current assets, of  which : 8.637,6 15.735,7 182.2 
         - stocks 2.096,9 4.984,9 237.7 
         - claims 5.628,3 7.442,6 132.2 
         - availabilities 912,5 3.308,2 362.5 
Advance expenses 123,2 516,7 419.4 
Short-term debts (less than one year) 14.597,3 34.446,0 236.0 
Over one year deadline debts 21.697,9 31.110,7 143.4 
Advance revenues 5.472,6 6.948,9 127.0 
Capital 5.474,4 5.474,4 100.0 
Reserves 10.546,5 12.663,9 120.1 
Reported profit 298,0 - - 
Accounting period result (profit) 2.117,6 -1.375,3 - 
Intrinsic capitals 22.517,9 20.727,5 92.0 
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From the analysis of indicators 
of the profit and loss, the following 
aspects were found out (Table 2): 

• Operating profit decreased by 
17.6%; 

• Operating income increased by 
29.3%, but at the same time the 
operating costs increased at 32.4%, 
leading to reduction in operating 
profit;  

• Although the financial income 
increased by 5.4 times and financial 
expenditure only by 2.3 times, the 
activity in the financial year 2008 
registered a loss, compared to 2007, 
due to the interest paid on loans 
incurred and exchange differences for 

loans incurred in foreign currency 
balance on the 31st of  December 
2008;  

• Overall, total revenues 
increased by 30.3%, indicating an 
improvement in the business of 
recovery, but at the same time total 
expenses increased by 35.8%, 
resulting in a loss of 1370.7 thousand 
lei; 

• Operating profit does not cover 
financial loss, which resulted in a loss 
of 1375.3 thousand lei at the end of 
the year, therefore a strict supervision 
is recommended in 2009 for all 
expenditures. 

 
Table 2 - Profit and loss account at Kosarom Joint-Stock Company of Paşcani, 

during 2007 – 2008, thousands lei  
 

Indicators 31.12.2007 31.12.2008 % / 2007 

Operational revenues 87.079,1 112.562,2 129.3 
Operational expenses 81.677,2 108.110,4 132.4 
Operational profit 5.401,8 4.451,8 82.4 
Financial revenues 222,0 1.202,0 541.5 
Financial expenses 3.084,8 7.024,5 227.7 
Financial profit or loss -2.862.9 -5.822,5 203.4 
Total revenues 87.301,1 113.764,2 130.3 
Total expenses 84.762,1 115.134,9 135.8 
Gross profit 2.539,0 -1.370,7 - 
Profit tax 421,4 - - 
Net profit 2.117,6 -1.375.3 - 

 
 
Another studied aspect referred 

to the analysis of key indicators of the 
Kosarom Company activity (Table 3). 

A. Indicators of liquidity and 
solvency represent the ability to 
honour unit debts. This analysis has 
shown that in 2008 the size of these 
indicators decreased, compared to 

2007, as a result of increased debt 
financing investment. 

B. Indicators of financial 
balance (risk) represent the ability to 
fund the establishment of equity debts 
constituted. Financial autonomy rate 
fell from 0.51% in 2007 to 0.40% in 
2008, due to the increase in borrowed 
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capital. At the same time, the degree 
of indebtedness has increased from 
161.84% in 2007 to 316.28% in 2008.  

C. Indicators of yield and 
profitability declined in 2008, 
compared to 2007, due to financial 
costs cover failure, so the financial 
year ended with a loss of 1,375,343 
lei. 

D. Indicators of activity 
provide information on the speed of 
entry or exit of the company’s cash 
flow and the ability to control capital 
and business base. Rotation of stocks 
dropped in 2007, from 34.79 to 19.88, 
affecting liquidity by blocking certain 
sources of funding in the short term, 
by creating stocks at the end of 

financial year. The period of 
recovery of claims dropped in 2007, 
from 28.16 days to 27.40 days, which 
means a greater importance given to 
the recovery of loans granted to 
customers. The period of debt 
repayment has increased, compared 
to 2007, from 181.60 days to 240.90 
days, due to the accumulation of bank 
credits.  

E. The unit has registered on 31st 

of December 2008 a decrease in 
working capital by using the current 
available to the achievement of the 
investment necessary to supplement 
the working capital of at least 
28,450,683 lei.  

 
Table 3 - The key indicators evolution at Kosarom Joint-Stock Company of Paşcani, 

during 2007- 2008 
 

Indicators Calculation formula 2007 2008 
A. Solvency indicators 

 General liquidity (global) 
Current assets

Current debts (  1 year)<
 0.59 0.46 

 Immediate liquidity 
Current assets - Stocks

Current debts (  1 year)<
 0.45 0.31 

 General solvency rate 
Own  capitals x 100
Current debts

 154.26 60.17 

 Solvency 
Own capitals 100
Total passive

×  35.03 22.23 

B. Financial balance indicators 

 Financial autonomy rate 
Own capitals

 Permanent capitals 
 0.51 0.40 

 Debt rate 
Total debts 100
Total assets

×  56.46 70.31 

 Debt extent 
Total debts x 100

Own capitals
 161.84 316.28 

 Own capital rate towards 
fixed assets 

Own capitals
Fixed assets

 0.41 0.27 
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Indicators Calculation formula 2007 2008 
C. Capitalization and profitability indicators 

 Economic capitalization rate 
Operating profit x 100

Total assets
 8.40 4.77 

 Financial capitalization rate 
Net profit x 100

Own capitals
 9.40 -6.64 

 Profit rate (gross margin) 
Gross profit x 100
Turnover

 3.48 -1.38 

 Share capital capitalization 
Net profit x 100

Share capital
 38.68 -25.12 

 Sales capitalization (net 
margin) 

Net profit x 100
Turnover

 2.90 -1.39 

D. Activity indicators (management) 

 Stock rotation speed 
Turnover
Stocks

 34.79 19.88 

 Debts recovery period 
Claims x 365

Turnover
 28.16 27.40 

 Debt repayment period 
Obligations x 365
Turnover

 181.60 240.90 

 Assets rotation 
Turnover

Total assets
 1.13 1.06 

 Share capital rotation 
Turnover

Share capital
 13.32 18.11 

E. Working capital indicators 
 Total working capital Total assets – Fixed assets 8.760,8 16.252,4 

 Own working capital Permanent own capital – 
Fixed assets -11.309,1 -25.142,5 

 Working capital necessary (Stocks + Claims + Assets) – 
(Current debts – Passive) -12.221,5 28.450,7 

 Net treasury Own working capital  –  
Necessary working capital  912.468 3.308.178 

 Labour productivity 
Turnover

Scriptic average number
 180.103 201.112 

 
In 2008, the financial rate of 

return was negative (- 6.61%), the 
recommended amount being of 9.2%, 
which was exceeded in 2007.  

Instead, the operation rate of 
return was about 4.0% and the return 
on capital employed was positive (+ 
0.07). 

CONCLUSIONS 
 
Kosarom Joint-Stock Company 

of Paşcani occupies the position of 
regional leader in producing, 
processing and valorisation of meat 
and meat preparations. The majority 
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share (93.1%) of meat and meat 
products is represented by pork.  

Among the factors that influence 
the firm growth, profit is on the first 
place.  

Kosarom had a total profit of 
2539 million lei in 2007, with a gross 
profit rate of 3.0%. Due to high 
interest rates paid on bank loans and 
committed to differences in currency 
balances for loans incurred in foreign 
currency in 2008, financial expenses 
increased by 2.3 times, while 
operating profits could not cover 
financial losses of more than 5.8 
million lei, which ultimately led to 
recorded total losses of 1.37 million 
lei, with a loss rate of - 1.2%.  

Although the operating profit 
was at level (4.6 - 5.4 million lei per 
year) with a rate of return of 6.61% 
(in 2007) - 4.12% (in 2008), overall, 
especially in 2008, the failure of profit 
led to worsening of the indicators 
expressing the main economic and 
financial activity of Kosarom Joint-
Stock Company of Paşcani, 
acknowledging that the financial 
results are the fundamental factor of 
the economic development. 
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