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I. Introduction 

EVA® (Economic Value Added) was developed by a New York Consulting firm, Stern Steward & Co in 1982 to 

promote value-maximizing behaviour in corporate managers (O'Hanlon and Peasnell, 1998). It is a single, value-

based measure that was intended to evaluate business strategies, capital projects and to maximize long-term 

shareholders wealth. Value that has been created or destroyed by the firm during the period can be measured by 

comparing profits with the cost of capital used to produce them. Therefore, managers can decide to withdraw value-

destructive activities and invest in projects that are critical to shareholder's wealth. This will lead to an increase in 

the market value of the company. However, activities that do not increase shareholders value might be critical to 

customer's satisfaction or social responsibility.  

It is the single barometer to evaluate the true profit of the organisation. With the aim to ascertain the financial health 

of the organisation and its capacity to generate shareholders value, it is very important for long range success and 

to plan financial policies of the company. EVA in this context provides help to the managers in setting up 

organizational goals on the basis of financial assessment and wealth maximization. 

EVA is a vital measure that reflects all the dimensions by which management can increase value. EVA is the 

financial measure that comes closer than any other measure in capturing true economic profit of an enterprise 

(Management Guru Peter Drucker).The current paper analysis the views of the managers of the Indian companies  

OBJECTIVES 

The present study has been undertaken to achieve the following specific objectives.  

1.  To present the EVA in selected 10 companies. 

2.   To identify the differences amongst distribution of the ranks for Traditional and modern 

measures. 

3.   To measure attributes containing the traditional and modern measures that influence the level 

satisfaction in their companies. 

II. REVIEWS OF LITERATURE 

The review of literature on the subject is vast thus some selected reviews are presented as under: 

Khan et. al., (2012) empirically examine the power of EVA by analysing Selected BSE listed companies for 

their value creation for their shareholders. They have taken a sample from BSE-30 companies to test by using 

multiple correlation and multivariable linear regression model between company's profitability, size (net worth), 

growth ability's (sales growth) put pressure on their EVA. Their analysis resulted as a promising cause and revealed 

that company's economic value can be increased by using the EVA as a tool for better management. 

Bolek, Monika, Marta Kacprzyk, RafałWolski (2012) revealed that Economic Value Added (EVA) a 

profitability measure and a Cash Conversion Cycle a liquidity and profitability measure are included in their 

research paper. The ratios used were represented the dynamic approach to management of companies. The 

relationship between them were being considered as an advanced approach to management in a current economy 

based on intangible assets, know-how and capital allocated fast and efficient according to information common 

access. 

Abstract: It is a common practice to evaluate a company’s performance in terms of financial measures like 

profitability or NOPAT, Capital Employed, Weighted Average Cost of Capital, EPS, ROANW, ROA, ROTA, 

etc. traditional measures or modern measures like EVA, MVA, BSC,CVA and other measures. However, 

survival of company does not depend on financial matter alone. The financial measures alone in performance 

measurement and control system are inadequate for strategic decision making. There has been growing 

criticism for financial measures in performance as they are historic in nature and lack futuristic outlook. The 

paper presents EVA of 10 selected companies and views of 150 managers for their satisfaction on use of 

various traditional measures. 
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Teker, S.,  DilekTeker and Oya Kent (2011) explained that Economic Valued Added (EVA) is a recent financial 

tool that helps to determine the true shareholder wealth contribution of a bank. Although return on equity (ROE), 

net profit margin and capital adequacy ratio are widely used as proxies to measure the banking performance, but 

EVA application in banks is relatively new. It was first implemented in 1994, and it is not as well-known as other 

measures of bank performance. The purpose of this study was to employ EVA measurements as a performance 

indicator for Turkish banks listed in Istanbul Stock Exchange. The data covered the period of 2006-2010. 

Weaver, Samuel C. (2011) shown that over the period of last decade, consultants, the popular business press, a 

number of companies, and a few investment analysts have heralded EconomicValueAdded (EVA(R)). In theory, 

EVA is calculated by deductingCapital Charge for the Invested Capital (IC) employed from Net Operating Profit 

After Tax (NOPAT)in the business. This survey bridges the gap between "theory" and "practice" by detailing how 

EVA proponents measure EVA. His survey is significantsince its fieldwork identifies significant inconsistencies in 

the measurement of EVA and its major components. 

Grant, James L. (2011) confirmed that the market discounts future economic earnings and that the wealth profile 

of a company matters in DCF analysis. On close inspection, we found that the market largely discounts economic 

earnings for wealth creators, as opposed to the middle-to-low MVA-ranked companies. Consistent with financial 

theory, this implies that only positive EVA-such as that reliably evident in the wealth creators-has intrinsic value, 

while relatively low (to negative) EVA-as present in low MVA ranked companies-has little to no fundamental 

value. In a nutshell, wealth creators know how to rationalize capital, as they pursue positive NPV opportunities 

where the return on capital is higher than the cost of capital.  

Erik Stern  (2010)  presented a comparison between traditional and modern financial performance measures has 

been made. According to it, Economic value added (EVA) has transformed the corporate finance scene and business 

practice by transferring modern business theory from classroom to boardroom. Traditional measures, with their 

roots in accounting, distort economic reality. As they do not consider the cost of capital and unless they take into 

account the cost of capital, return measures can become inflated. On other hand, EVA is not just a financial metric, 

but it is a complete management system focused on value creation. Bold implementation of EVA signals the 

beginnings of transparency and accountability, in a firm and implementing EVA half-heartedly or without 

incentives spells disappointment. 

Daniel Zéghal, AnisMaaloul, (2010) analysed the role of value added (VA) as an indicator of intellectual capital 

(IC), and its impact on the firm's economic, financial and stock market performance. They concluded that the value 

added intellectual coefficient (VAIC™) method was used on 300 UK companies divided into three groups of 

industries: high-tech, traditional and services. Data require in calculating VAIC™ method are obtained from the 

“Value Added Scoreboard” provided by the UK Department of Trade and Industry (DTI). Empirical analysis is 

conducted using correlation and linear multiple regression analysis. Their result shows that companies' IC has a 

positive impact on economic and financial performance. However, the association between IC and stock market 

performance is only significant for high-tech industries. The results also indicate that capital employed remains a 

mainbasis of financial and stock market performance although it has a negative impact on economic performance.  

Mampane, Khumbuzile Cecilia (2009) questioned the new value measurement that whether they can give a 

better response about value creation than traditional measures in specific areas such as farm profitability. They 

further examined the applicability of EVA as a measurement tool to measure the profitability and value creation by 

a sample South African milk producer. The study reviewed EVA and few traditional measures (ROA, ROE, NFI 

and OPM). Calculation and evaluation of EVA as a financial performance measure was the main objective of their 

study. Further they wish to prove use EVA in milk producing industry. Supplementary objectives of this study were 

to evaluate the financial performance of six milk producers, to determine whether these milk producers created 

value, and to compare EVA with traditional measures to see whether EVA is a better measure of wealth creation 

than other profitability measures. A comparison of EVA and the four traditional measures showed that EVA was 

the best measure and gave more reliable results than the traditional measures in all cases.  

Rompho, Nopadol (2009) attempted to proposed to the use of a capital budgeting tool, the Economic Value 

Added (EVA) for a University. Though there are reports of widespread use of the EVA in many for-profit 

organisations, they found that there is no evidence in literature that it has been adopted as a capital budgeting tool 

for a University. In this paper the application of the EVA for a university is proposed. Which has shown that how 

the EVA can increase the awareness of the importance of asset utilisation in universities and guide universities to 

better resource management. EVA is proposed for use in a university setting in two different segments: for-profit 

and non-profit. The EVA has been adjusted with a new measure, Academic Value Added Ratio (AVAR) to reflect 

the university’s objective. The perception of academic staff in the case study university in Thailand with regards to 

the concept of applying the EVA to a university is further investigated. The results indicate that most members of 

management staff do not oppose this concept if it is implemented in a proper way. 

Burksaitiene, Daiva (2009) revealed that there are some major frameworks within value based management 

system. This paper analyses the two most basic approaches – economic value added (EVA) and discounted cash 

flows (DCF) techniques – that are used to measure value creation of companies. EVA is calculated over a defined 

calendar period. It measures an entire company’s current economic performance. A positive EVA signals value 
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creation. The concept of NOPAT is basic to both approaches. Each approach requires a variety of adjustments to 

the accounting information. Although DCF and EVA approaches can provide the same present value expression, 

there are differences between these approaches. Some of them are technical and therefore NPV analysis is the 

business analysts’ preferred method to estimate value and to make long-term decisions. 

PratiwiPutriWibowo and Ruben Garcia Berasategui, (2008) conducted Empirical Research of 40 Listed 

Companies in Indonesia Stock Exchange for the year 2004-2007, revealed that EVA is made to examine the 

relationship between Economic Value Added (EVA®) and Market Value Added (MVA) with the reported earnings. 

The main purpose of this study was to gain better understanding in the use of EVA and MVA in relation to the 

reported earnings in certain purposes from different regression models. With the sample of 40 Indonesian listed 

companies in Indonesia Stock Exchange from year 2004 to 2007, the hypothesis testing has been done to find the 

relationships among variables. The authors have concluded that in general, Indonesian listed companies still 

produces negative EVA. On the other hand, while the EVA and MVA are proved to have correlation with reported 

earnings, the result for EVA is lower than MVA. Therefore, there is still not enough evidence that EVA can be used 

to explain the reported earnings effectively other than MVA. 

Sharma, A.K. and Satish Kumar (2008) examined whether Economic Value Added (EVA) can be used as a tool 

of performance measures while investing in Indian market and provide evidence about its superiority as a financial 

performance measure as compared to conventional performance measures in Indian companies. To achieve this, 

performance of the Indian listed manufacturing companies is compared with traditional mandated corporate 

financial performance measures used in investment analysis. Further, the present study ranks the performance 

Indian companies on the basis of various performance measures and suggests to investors which performance 

measures should be used to analyse the companies in order to make better investment decision. The results of this 

study reveal that investor should use EVA along-with traditional measures in firm valuation and making investment 

strategy. 

III. RESEARCH METHODOLOGY 

Research Type: this research approach is exploratory and analytical in the nature where primary data are used to 

test the hypotheses and present conclusions from data analysis.  

Scope of Study: The current study is an Empirical research  

Primary data: 150 managers of 50 companies were included in the study  

Secondary data: Secondary data of 15 companies for a period of 6 years were used in the current study. 

Sampling: 150 managers of 50 companies were included in the study that were contacted and presented their views 

on satisfaction for the study. 

Population: The population of the current study includes all the companies working in India, 

Sample and its selection: 10 companies for a period of 5 years were selected from different sector to predict overall 

views of EVA and traditional measures in the current study. 

Independent variables: various questions regarding the use of various measures by the companies for measuring 

their performances are being used as independent variables. 

Dependent variables: satisfaction is taken as dependent variable.  

IV. DATA ANALYSIS 

To analyse the data first the EVA and other measure for the selected companies were calculated and are shown 

in the table-1 as under: 

Table-1: EVA and other measures of selected companies 

Company name Year 

EVA Return on Capital 

Employed (ROCE) 

Net Operating Profit 

after Taxes (NOPAT) 

Infosys 

2015 -2,039.11 25.29 12,164.00 

2014 -2,235.54 24.01 10,194.00 

2013 4,609.81 25.16 9,116.00 

2012 2,771.18 28.46 8,470.00 

2011 -1,230.86 26.30 6,443.00 

TCS 

2015 6,119.60 41.32 19,256.96 

2014 5,750.36 40.74 18,474.92 

2013 5,350.48 38.35 12,786.34 

2012 4,725.30 43.17 10,975.98 

2011 1,988.67 38.05 7,569.99 

WIPRO 

2015 -3,685.23 22.73 8,193.10 

2014 -2,892.63 23.96 7,387.40 

2013 3,024.94 22.98 5,650.20 

2012 219.14 17.44 4,685.10 

2011 -2,782.93 20.35 4,843.70 

Tech Mahindra 

2015 -1,673.53 17.6 2,256.20 

2014 -885.57 25.52 2,458.90 

2013 273.62 13.37 652.5 

2012 -139.81 9.91 460.6 

2011 -788.44 15.3 696.7 
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HCL technology 

2015 -1,790.08 31.86 6,345.95 

2014 -943.17 36.33 5,984.62 

2013 1,963.26 32.57 3,704.72 

2012 300.12 25.51 1,950.42 

2011 -1,343.09 17.36 1,198.28 

Cipla 

2015 571.80 10.17 1,539.97 

2014 815.23 13.21 1,818.34 

2013 1,180.79 16.33 2,011.86 

2012 751.75 14.38 1,421.46 

2011 199.12 16.13 960.39 

2010 319.11 22.13 974.59 

Reddy 

2015 -508.01 14.25 1,679.40 

2014 -1,003.56 18.59 1,679.40 

2013 -5.77 15.98 1,932.80 

2012 190.14 12.53 1,932.80 

2011 490.22 14.2 893.4 

Sun Pahrma 

2015 -4,075.34 -5.58 -1,474.13 

2014 -5,798.88 -27.91 -1,474.13 

2013 -3,366.33 6.38 -2,828.52 

2012 -1,272.56 20.92 516.55 

2011 640.40 20.3 1,907.37 

ICICI 

2015 3.71 13.89 11,175.35 

2014 7.22 13.39 9,810.48 

2013 1,321.34 12.48 8,325.47 

2012 -1,024.99 10.7 6,465.26 

2011 3,353.72 8.41 8,004.66 

Kotak 

2015 62.61 13.19 1,865.98 

2014 -854.70 12.23 1,502.52 

2013 -260.55 14.37 1,360.72 

2012 -264.50 13.59 1,085.05 

2011 -361.24 19.26 1,569.24 

 
V.  PRIMARY DATA ANALYSIS 

The primary data of for the current study is gathered from 15 respondents and their demographical are as under: 

Table-2: Demographical information 
Category Variable Frequency Percent Category Variable Frequency Percent 

Educational 

level 

UG 3 2.0 Category Accountant 69 46.0 

PG 9 6.0 CA 9 6.0 

Professional 138 92.0 Manager 72 48.0 

Total 150 100.0 Total 150 100.0 

Gender Male 93 62.0 Experience >15 24 16.0 

Female 57 38.0 5-15 66 44.0 

Total 150 100.0 <5 35 23.3 

No Experience 25 16.7 

Friedman test when you have one within-subjects independent variable with two or more levels and a dependent 

variable that is not interval and normally distributed (but at least ordinal).  We use this test to determine if there 

is a difference in the ranks given to various Traditional and modern measures.  For the current study as per the 

objective following hypothesis is made: 

H1= the differences amongst distribution of the ranks for Traditional and modern measures are 

significant.   

To conduct a Friedman test, the data need to be in a long format.  SPSS handles this for you, but in other statistical 

packages you will have to reshape the data before you can conduct this test. 

Table-3: Friedman test results 
Descriptive Statistics 

 N Mean Std. Deviation Minimum Maximum 

R_CE 150 6.2667 3.68138 1.00 11.00 

R_WACC 150 5.6000 3.53885 1.00 11.00 

R_EPS 150 5.8000 3.67652 1.00 11.00 

R_ROANW 150 5.1667 3.26753 1.00 11.00 

R_ROCE 150 5.6000 2.96059 1.00 11.00 

R_ROTA 150 6.2000 2.46315 1.00 10.00 

R_NOPAT 150 6.1333 2.71379 1.00 11.00 

R_MVA 150 5.8000 2.55674 1.00 11.00 

R_BSE 150 6.0000 2.77735 2.00 11.00 

R_CVA 150 6.0000 3.28715 1.00 11.00 

R_EVA 150 6.9238 3.29480 1.00 11.00 
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Ranks 

 Mean Rank 

R_CE 6.27 

R_WACC 5.60 

R_EPS 5.80 

R_ROANW 5.17 

R_ROCE 5.60 

R_ROTA 6.20 

R_NOPAT 6.13 

R_MVA 5.80 

R_BSE 6.00 

R_CVA 6.00 

R_EVA 6.93  
 

Test Statisticsa 

N 150 

Chi-Square 31.970 

df 10 

Asymp. Sig. .000 

a. Friedman Test 
 

Friedman's chi-square has a value of 0.645 and a p-value of 0.000 and is statistically significant.  Hence, there is 

evidence that the distributions of the types of scores are different. On the basis of the Mean score it can be said 

that the EVA is having the highest rank and we can say that it is used more by the companies for measuring 

performance followed by Capital Employed and Return on total assets. 

 

As per the objectives of the research to find out the satisfaction from the use of modern measures, following 

hypothesis is developed: 

H1= The attributes containing the traditional measures significantly influence the level satisfaction 

performance measurement in their companies. 

To identify key variables having satisfaction from the use of performance measures multivariate regression 

analysis has been used with SPSS-19 software and results were shown in table-4 as under: 

 

Table-4: Multiple regression analysis  
a. Descriptive Statistics 

 Mean Std. Deviation N 

Satisfaction 2.4067 .94901 150 

Statement_1 3.4800 .64214 150 

Statement_2 1.8800 .76781 150 

Statement_3 2.9200 1.05881 150 

Statement_4 2.1000 .70235 150 

Statement_5 3.3000 1.31970 150 

Statement_6 3.6600 1.19748 150 

Statement_7 2.7000 1.20819 150 

Statement_8 3.3000 .70235 150 

Statement_9 3.4400 .75512 150 

Statement_10 3.2800 .94208 150 

Statement_11 3.1400 1.06204 150 

Statement_12 3.1400 .96259 150 

Statement_13 3.0200 1.12608 150 

Statement_14 3.3400 .81784 150 

b. Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 Sig. F Change 

8 .740h .547 .521 .65652 .022 6.774 1 141 .010 

h. Predictors: (Constant), Statement_5, Statement_8, Statement_6, Statement_3, Statement_9, Statement_2, Statement_4, Statement_11 

c. ANOVAi 

Model Sum of Squares df Mean Square F Sig. 

8 Regression 73.419 8 9.177 21.292 .000h 

Residual 60.774 141 .431   

Total 134.193 149    

h. Predictors: (Constant), Statement_5, Statement_8, Statement_6, Statement_3, Statement_9, Statement_2, Statement_4, Statement_11 

i. Dependent Variable: Satisfaction 

d. Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

Correlations Collinearity Statistics 

B Std. Error Beta 

Zero-

order 

Part 

ial Part Tolerance VIF 

8 (Constant) 2.361 .531  4.442 .000      

Statement_5 -.530 .094 -.737 -5.644 .000 -.554 -.429 -.320 .188 5.307 
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a. Descriptive Statistics 

 Mean Std. Deviation N 

Satisfaction 2.4067 .94901 150 

Statement_1 3.4800 .64214 150 

Statement_2 1.8800 .76781 150 

Statement_3 2.9200 1.05881 150 

Statement_4 2.1000 .70235 150 

Statement_5 3.3000 1.31970 150 

Statement_6 3.6600 1.19748 150 

Statement_7 2.7000 1.20819 150 

Statement_8 3.3000 .70235 150 

Statement_9 3.4400 .75512 150 

Statement_10 3.2800 .94208 150 

Statement_11 3.1400 1.06204 150 

Statement_12 3.1400 .96259 150 

Statement_13 3.0200 1.12608 150 

Statement_8 .691 .112 .512 6.188 .000 .500 .462 .351 .470 2.128 

Statement_6 .387 .092 .488 4.179 .000 -.362 .332 .237 .236 4.241 

Statement_3 -.308 .058 -.344 -5.357 .000 -.241 -.411 -.304 .779 1.284 

Statement_9 -.552 .147 -.439 -3.752 .000 -.120 -.301 -.213 .234 4.266 

Statement_2 -.274 .078 -.222 -3.511 .001 -.089 -.284 -.199 .803 1.245 

Statement_4 .252 .086 .187 2.943 .004 .009 .241 .167 .797 1.25 

Statement_11 .281 .108 .315 2.603 .010 -.310 .214 .148 .219 4.56 

a. Dependent Variable: Satisfaction 

 

In case of various companies the level of EVA were shown in the paper. Further the regression analysis has 

shown with final Regression model with 8 independent variables (Statement_5, Statement_8, Statement_6, 

Statement_3, Statement_9, Statement_2, Statement_4, Statement_11) explains almost 52.1 % of the variance of 

satisfaction. The eight regression coefficients, plus the constraints are significant at 0.05 levels. The impact of 

multi colinerarity in the 8 variables is substantial. They all have the tolerance value of  0.219, indicating that over 

70.1% of the variance is accounted for by the other variables in the equation. The ANOVA analysis provides the 

statistical test for overall model fit in terms of F Ratio. Using the values of ROCE and NOPAT this errors can be 

reduced by 54.71% (73.419/134.193), which is deemed to be statistically significant with the F ratio of 21.292 

and significance at level of 0.000h. Finally, it can be concluding that 8 variables i.e., Statement_5, Statement_8, 

Statement_6, Statement_3, Statement_9, Statement_2, Statement_4, Statement_11 explains the satisfaction from 

the used of traditional and modern measures.  

 

VI. CONCLUSIONS 

EVA is the modern measure that presents that whether the wealth of the shareholders have increased by the 

working of the management of the company and the positive value has shown that the wealth has been 

increased.EVA is having the highest rank and is used more by the companies for measuring performance followed 

by Capital Employed and Return on total assets further  8 attributes EVA is better than Traditional measures as 

ROCA for measuring financial performance?(Statement_5), EVA is better than Traditional measures as Capital 

Employed (CE) for measuring financial performance?(Statement_8), EVA is better than Traditional measures as 

EPS for measuring financial performance?(Statement_6), As a Finance manager you believe that EVA is better 

in financial performance measurement than MVA (Statement_3), EVA is better than Traditional measures as 

Weighted Average Cost of Capital (WACC) for measuring financial performance? (Statement_9), As a Finance 

manager you believe that EVA is better in financial performance measurement than NPV  (Statement_2), EVA 

is better than Traditional measures for measuring financial performance as NOPAT? (Statement_4), and as 

finance manager is it advisable to have higher financial as well as Financial Leverage (Statement_11) 

significantly influence the level satisfaction performance measurement in their companies. 
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Questions and SPSS names 

Agreement or disagreement on the following statements.  SPSS 

Names 

Are you satisfied with the measures used by your company to measure performance? Statement_1 

As a Finance manager do you believe that EVA is better in financial performance measurement than NPV? Statement_2 

As a Finance manager do you believe that EVA is better in financial performance measurement than MVA? Statement_3 

Do you think EVA is better than Traditional measures for measuring financial performance as NOPAT? Statement_4 

Do you think EVA is better than Traditional measures as ROCA for measuring financial performance? Statement_5 

Do you think EVA is better than Traditional measures as EPS for measuring financial performance? Statement_6 

Do you think EVA is better than Traditional measures as ROTA for measuring financial performance? Statement_7 

Do you think EVA is better than Traditional measures as Capital Employed (CE) for measuring financial 

performance? 

Statement_8 

Do you think EVA is better than Traditional measures as Weighted Average Cost of Capital (WACC) for measuring 

financial performance? 

Statement_9 

As finance manager is it advisable to have higher financial as well as operating Leverage? Statement_10 

As finance manager is it advisable to have higher financial as well as Financial Leverage? Statement_11 

Is it advisable to use EVA in Indian Financial Market Scenario? Statement_12 

Is it advisable to use EVA in Indian capital Market Scenario? Statement_13 

Is it advisable to use EVA in Indian Money Market Scenario? Statement_14 

   


