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Abstract

Financial performance measurement has been known as an important tool for assessing and guiding strategies, projects, and
strategic decisions of organizations. Since assessment of financial performance is multidimensional, dynamic, and time-
dependent, system dynamics approach is used in this study. Considering a 15-year horizon, this study, using this approach
and application Vensim DSS software models and simulates the performance of the financial system of a sand and gravel
firm (private joint stock company) which is going to increase its productive capacity. The main purpose of this study is to
assess and analyze the investment project for increasing productive capacity and its cost effectiveness. On the other hand,
receivable and payable accounts are analyzed and assessed to improve the performance of the financial system. The results
suggest that increasing the productive capacity is affordable project. Further, aggressive and moderate scenarios for
management of receivable and payable accounts in current situation and conservative and moderate scenarios in increasing
productive capacity situation lead to an increase in the financial system variables. Financial experts can use this model as a
tool for supporting the company’s development programs and for managing the performance of its financial system.
Keywords: System dynamics, Cash flow, Net working capital, Net present value.
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2. Cause and Effect Relationships.
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1. Reinforcing Loops.
2. Balancing Loops.
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2. Rate Variables.
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3.Auxiliary Variables.

1. State Variables.
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2. U-Theil’s.

3. Fundamental Error.
4, Deviation Error.

5. Unequity Covariance.
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1. Root Mean Squares Percentage Error.
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1. Sensitivity Analysis
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