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ABSTRACT 

Dominance of conventional accounting based corporate performance measures has long been 

challenged in favour of value based measures, particularly economic value added – EVA 

(Stewart 1991). The contention is that even the firms generating accounting profit may actually 

be eroding shareholders’ wealth if they are not earning enough to cover the cost of 

shareholders’ funds, pseudo profitability. Moreover, the conflict of interest arising out of partly 

different goals and risk preferences of managers and shareholders (agency issue) creates 

dichotomy in performance measurement and management. Consequently, there is a perennial 

search for a performance benchmark that best links executive performance, enterprise value 

and strategic thinking; an EVA aligned performance management system is slated to be the 

most credible means to maximise the firm’s value and ensure goal congruence (Stern et al. 

1996). 

Literature presents diverse opinions on superiority of EVA over conventional accounting based 

measures in estimating shareholders’ wealth / firms’ value. A large number of studies observe 

EVA to be a driver of managerial performance and not just a financial performance measure. 

Contrarily, many studies do not find EVA to have significant impact on value creation. 

Moreover, some studies state that the benefits of an EVA aligned performance management 

system is not commensurate with the cost / efforts involved in its implementation. In addition, 

literature assigns varied reasons for using or not using EVA as a financial performance 

benchmark. 

In view of the diverse and debatable outcomes, the present study aims to examine the issue 

anew by empirically examining the significance of EVA over conventional financial measures 

in shareholders’ wealth creation in two emerging economies (India and China). China has been 

selected for comparison, as India and China are the fastest growing Asian economies with huge 

population and similar demographics; contemporary adversaries and hottest Asian investment 
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destinations. In addition, the study appraises the impact of the global financial crisis of 2008 

on Indian and Chinese firms. Lastly, a probable linkage between executive compensation and 

EVA as a financial performance benchmark has been explored. 

In addition to estimating the proportion of firms, which are profitable (positive net income) but 

post negative EVA, the study employs panel regression method to test the significance of EVA 

and paired sample t-test to appraise the impact of financial crisis. These analyses are based on 

secondary data and are performed on total as well as disaggregated samples to explore the 

influence of industry characteristics, size and age of the firms. Mixed method research is 

adopted to explore the potential of EVA as an executive performance benchmark. The 

outcomes from a quantitative analysis of survey data collected through questionnaire from 

senior HR / Finance executives is complemented with the content analysis from personal 

interviews of top HR executives of select Indian firms. Further, some of the key advisors to 

policymakers (Institute of Chartered Accountants of India and Ministry of Corporate Affairs) 

have been interviewed to obtain their views on certain policy related issues identified as a result 

of corporate survey. 

The comparison of EVA with EAT establishes the pseudo profitability characteristics of EAT 

and EVA emerges not only as a credible measure of current performance but also a significant 

indicator of corporate outlook for India and China. The panel regression analyses do not find 

EVA to be superior to conventional measures (for total and disaggregated samples). However, 

EVA in conjunction with conventional measures has been observed to significantly enhance 

their explanatory powers, conspicuously establishing its value relevance. 

Further, Indian and Chinese industries seem to have withstood the impact of global financial 

crisis and even yielded improved performances. Although, the capital intensive industries like 

energy and utilities, and materials have suffered a relatively larger setback in both the countries. 
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More importantly, the analyses posit EVA to be a superior indicator of corporate performance 

as it captures the unsystematic as well as systematic risks associated with the firms.   

Lastly, the survey results establish the dominance of conventional financial measures as 

executive performance benchmarks. In addition, computational complexities and the number 

not being audited or reported have been recognised as the primary hurdles in using EVA. 

Corporate respondents observe merit in using EVA but refrain from using it till the time it finds 

its ways into the audited financial statements. On the other hand, policymakers prefer the 

optional disclosure route to financial statements for EVA; cite involvement of many intangibles 

in computation of EVA making it difficult to standardise. 

In view of the research findings, it is recommended that the management should endeavour to 

adopt EVA aligned performance management system; the long term benefits well surpass the 

implementation challenges. Moreover, the fund managers / brokers should create awareness on 

EVA amongst retail investors via the investor education programmes; it will help the euphoria 

around profitability to subside. Finally, the policymakers need to standardise computation of 

EVA and assign its due space in corporate financial statements. This step is particularly 

important from the point of retail investors who have little say in the company’s management; 

given the fact that EVA is a direct and absolute measure of shareholders value.    
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ijaijkxr ys[kkadu vk/kkfjr dkWiksZjsV] izn’kZu mik;ksa ds izHkqRo dks ewY; vk/kkfjr mik;ks] 

fo’ks”k :i ls vkfFkZd ewY;of/kZr & bZoh, ¼LVhoVZ 1991½ ds i{k esa pqukSrh nh xbZ gSA fookn 

;g gS fd ys[kkadu ykHkka’k okyh daifu;ka okLro esa ”ks;j/kkjdksa ds /ku dks [kjkc dj jgh 

gSa vxj os ”ks;j/kkjdks ds /ku] Nù ykHkiznrk dh ykxr dks doj djus ds fy, i;kZIr 

dekbZ ugh dj jgs gSaA blds vykok] vyx&vyx y{;ksa vkSj izca/kdksa vkSj ”ks;j/kkjdksa 

¼,tsalh eqÌs½ dh tksf[ke ojh;rkvksa ls mRiUu C;kt dk la?k”kZ izn’kZu eki vkSj izca/ku esa 

fMpksVkseh cukrk gSA urhtru] ,d izn’kZu csapekdZ ds fy, ,d ckjgeklh [kkst gS tks 

dk;Zdkjh izn’kZu] mn~;e ewY; vkSj j.kuhfrd lksp dks lcls vPNh rjg ls tksM+rh gS( 

bZoh, lajsf[kr izn’kZu iz/kacu iz.kkyh dks QeZ ds ewY; dks vf/kdre djus vksj y{; 

,d:irk lqfuf’pr djus ds fy, lcls fo”oluh; lk/ku ekuk tkrk gS             

¼LVuZ ,V vyA 1 99 6½ A 

lkfgR; ”ks;j/kkjdks ds /ku@QeksZa ds ewY; dk vuqeku yxkus esa ijaijkxr ys[kkadu 

vk/kkfjr mik;ksa ij bZoh, dh Jsa”Brk ij fofo/k jk; izLrqr djrk gSA cM+h la[;k esa 

v/;;u bZoh, dks izca/kdh; izn’kZu dk pkyd ekurs gS] u dsoy ,d foRrh; izn’kZu mik;A 

vly esa] dbZ v/;;uksa dks ewY; fuekZ.k ij egRoiw.kZ izHkko j[kus ds fy, bZoh, ugh feyk 

gSA blds vykok dqN v/;;u crkrs gS fd bZoh, lajsf[kr izn’kZu izca/ku iz.kkyh ds ykHk 

blds dk;kZUo;u esa ”kkfey ykxr@ iz;klksa ds vuq:Ik ugh gSA blds vykok] lkfgR; 

bZoh, dk mi;ksx foRrh; izn’kZu csapekdZ ds #i esa djus ;k u djus ds fofHkUu dkj.kksa dks 

fufnZ’V djrk gSA 

fofo/k vkSj cgl ;ksX; ifj.kkeksa dks /;ku esa j[krs gq,] orZeku v/;;u dk mÌs”; 

varjkZ’Vªh; dks.k ¼Hkkjr cuke phu½ dks ykdj bl eqÌs dh tkap djuk gS] tcfd vuqHkoh 

#i ls ”ks;j/kkjdksa ds laifRr fuekZ.k esa ikajifjd foRrh; mik;ksa ij bZoh, ds egRo dh 

tkap djukA phu dks rqyuk ds fy, pquk x;k gS] D;ksafd Hkkjr vkSj phu cMh vkcknh vkSj 

blh rjg ds tulkaf[;dh ds lkFk lcls rsth ls c<rh ,f”k;kbZ vFkZO;oLFkk,a gSa] 

ledkyhu izfrn~oan~fo;ksa vkSj lcls ,f”k;kbZ fuos”k LFkyksaA blds vykok] v/;;u Hkkjrh; 

vkSj phuh QeksZa ij 2008 ds oSf’od foRrh; ladV ds izHkko dks ewY;kadu djrk gSA var esa] 

foRrh; eqvkots vkSj bZoh, ds chp ,d foRrh; izn’kZu csapekdZ ds :Ik esa ,d laHkkfor 

tqMko dh [kkst dh xbZ gSA 

QeksZa ds vuqikr dk vkdyu djus ds vykok] tks ykHknk;d ¼ldkjkRed a”kq) vk;½ gSa 

ysfdu udkjkRed bZoh, iksLV djrs gSa] v/;;u bZoh, ds egRo dk ijh{k.k djus ds fy, 

iSuy fjxzs’ku fof/k dks fu;ksftr djrk gS vkSj tksM+k x;k uewuk Vh&VsLVks foRrh; ladV ds 



izHkko dk ewY;kadu djrk gSA ;s fo’ys”k.k n~forh;d MsVk ij vk/kkfjr gksrs gSa vkSj mn~;ksx 

dh fo’ks”krkvksa] vkdkj vkSj QeksZa dh vk;q ds izHkko dk irk yxkus ds fy, dqy feykdj 

i`Fkd uewus ij izn’kZu fd, tkrs gSaA dk;Zdkjh izn’kZu csapekdZ ds :Ik esa bZoh, dh {kerk 

dk irk yxkus ds fy, fefJr fof/k vuqla/kku viuk;k tkrk gSA ofj”B ekuo 

lalk/ku@foRr vf/kdkfj;ksa ls iz”ukoyh ds ek/;e ls ,d= fd, x, losZ{k.k MsVk ds 

ek=kRed fo’ys”k.k ls ifj.kke pqfuank Hkkjrh; QeksZa ds ‘kh”kZ ekuo llak/ku vf/kdkfj;ksa ds 

O;fDrxr lk{kkRdkj ls lkexzh fo’ysa”k.k als ifj.kke pqfuank Hkkjrh; QeksZa ds ”kh’kZ ekuo 

lalk/ku vf/kdkfj;ksa ds O;fDrxr lk{kkRdkj ls lkexzh fo’ysa”k.k ds lkFk iqjd gSA blds 

vykok] uhfr fuekZrkvksa ¼Hkkjr ds pkVZMZ ,dkmaVsV~l laLFkku vkSj dkWijsZjsV ekeyksa ds 

e=kay;½ ds dqN lykgdkjksa dk lk{kkRdkj dkWijsZajsV losZ{k.k ds ifj.kkeLo#i igpkus x, 

dqN uhfrxr eqÌksa ij muds fopkj izkIr djus ds fy, fd;k x;k gSA 

bZ,Vh ds lkFk bZoh, dh rqyuk bZ,Vh vkSj bZoh, dh Nù ykHkiznrk fo’ks”krkvksa dks LFkkfir 

djrh gS u dsoy orZeku izn’kZu ds fo”oluh; eki ds fo”oluh; mik;  ds #i esa cfYd 

Hkkjr vkSj phu ds fy, dkWiksZjsV n`f’Vdks.k dk ,d egRoiw.kZ ladsrd Hkh mHkjrh gSA iSuy 

izfrxeu fo’ys”k.k ikjaifjd mik;ksa ¼dqy vkSj i`Fkd uewus ds fy,½ ls csgrj gksus ds fy, 

bZoh, ugh <wa<rk gSA gkykafd] ijaijkxr mik;ksa ds la;kstu ds lkFk bZoh, dks mudh 

O;k[;kRed ;’kfDr;ksa dks dkQh gn rd c<kus ds fy, ns[kk x;k gS] tks fd bldh ewY; 

izklafxdrk dks L’iV :Ik ls LFkkfir djrs gSA 

blds vykok] Hkkjrh; vkSj phuh mn~;ksxksa us oSf’od foRrh; ladV ds izHkko dks jksd fn;k 

gS vkSj ;gka rd fd csgrj izn’kZu Hkh fd;k gSA fQj Hkh] nksuks ns”kksa ds fy, oSf’od foRrh; 

ladV ds dkj.k ÅtkZ vkSj mi;ksfxrk tSls iwathxr mn~;ksxks vkSj lkefxz;ksa dks vis{kkd`r 

cMk >Vdk yxk gSA lcls egRoiw.kZ ckr ;g gS fd fo’ys”k.k bZoh, dks dkWjiksjsV izn’kZu 

dk csgrj ladsrd ekurs gS D;ksafd ;g vfuf’prrk ds lkFk&lkFk QeksZa ls tqMs O;ofLFkr 

tksf[keksa dks Hkh idMrk gSA 

var esa] losZ{k.k ds ifj.kke dk;Zdkjh izn’kZu ekudks ds :Ik esa ikjaifjd foRrh; mik;ksa dk 

izHkqRo LFkkfir djrs gSA blds vykok] dEI;wVs”kuy tfVyrkvksa vkSj vkWfMV@fjiksVZ fd, 

tkus okys uacj dks bZoh, dk mi;ksx djus esa izkFkfed ck/kkvksa ds :Ik esa igpkuk x;k gSA 

dkWiksZjsV mRrjnkrk bZoh, dk mi;ksx djus esa ;ksX;rk dk fujh{k.k djrs gS] ysfdu tc rd 

;g ys[kkijhf{kr foRrh; fooj.kksa esa viuk jkLrk ugh feyrk rc rd bl dk mi;ksx djus 

ls cpsaA nwljh vkSj] uhfr fuekZrk bZoh, ds fy, foRrh; fooj.kksa ds fy, oSdfYid 

izdVhdj.k ekxZ ilan djrs gS( bZoh, dh x.kuk esa dbZ varjaxks dk m)j.k ”kkfey djuk 

ekud cukuk eqf”dy gSA 

”kks/k fu’d”kksZ dks /;ku es j[krs gq,] ;g vuq’kalk dh tkrh gS fd izca/ku dks bZoh, xBca/ku 

izn’kZu izca/ku iz.kkyh dks viukus dk iz;kl djuk pkfg,] nh?kZdkfyd ykHk vPNh rjg ls 



dk;kZUo;u pqukSfr;ksa dks ikj djrs gSA blds vykok] fuf/k izac/kdks@nykyksa dks fuos’kd 

f”k{kk dk;ZØeksa ds ek/;e ls [qknjk fuos’kdksa ds chp bZoh, ij tkx:drk iSnk djuh 

pkfg,( ;g detksj iMus ds fy, ykHkiznrk ds vklikl mRlkg dh enn djsxkA var esa] 

uhfr fuekZrkvksa ds bZoh, dh x.kuk dks ekudhd`r djus vksj dkWiksZjsV foRrh; fooj.kksa esa 

viuh mfpr txg vkoafVr djus dh vko”;drk gSA ;g dne NksVs [kqnjk fuos’kdksa ds 

fcanq ls fo’ks”k :Ik ls egRoiw.kZ gS ftuds ikl daiuh ds izc/ku esa FkksMk lk gh dgus ds 

fy, gS( bl rF; dks ns[krs gq, fd bZoh, a”ks;j/kkjdks ds ewY; dk izR;{k vkSj iw.kZ mik; 

gSA 
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