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O ABSTRACT 0O

This paper reinvestigate the Economic Value Added(EVA), as a performance
measure of the organization's ability to create value. This measure is suggested to be used
as an alternative to the traditionally indicators based on the profitability of these
organizations.

The paper introduce the concept of EVA, the reasons of its appearance from both
theoretically and accounting view, the positive and negative points resulting from the use
of it by reviewing the most important studies on practical experiences of this measure.

The application of this measure has been done on the companies which is listed in
the Egypt Stock Exchange, to study the relationship between this measure and share price,
and the extent of its ability to interpret the changes in the prices of shares of these
companies during the period 2011-2014.

The study concluded that there are no statistically significant differences between the
stock prices of these companies and the economic value added, and therefore the
ineffectiveness of this measure as atool to evaluate the performance of these companies
and motivate managers.

Keywords: Economic Value Added, value creation, performance measure, Cash Flows,
Return on Share.

"Master- Arab academy of banking and financial sciences- Damascus- Syria.
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0.56 -2.64 0.02 | 0.65 |0.35]-0.02 | 490.12 8.02 1
24.57 | -719496 | 0.09 | 0.11 [ 0.89 | -0.01 | 113752 | 3006.38 | 2
6.98 * * * *1-0.06 * -447.13 | 3
22.82 | -971.38 | 0.08 | 0.34 | 0.66 | 0.03 | 14219.19 | 13453 | 4
99.46 | -495.31 | 0.09 | 0.38 | 0.62 | 0.08 | 10392.47 | 75441 | 5
098 | 48.77 0.02 | 077 |1023] O 789.32 66.64 | 6
391 | -59.19 0.02 | 0.49 |0.51|-0.07 | 3237.19 | -0.68 | 7
0.93 7.38 -0.01 | 0.85 [0.15]-0.03 | 314.44 4.33 8
0.71 | -150.01 0.07 | 0.41 {0.59] 0.03 | 2030.37 | -12.71 | 9
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7.02 | -16.28 0.04 | 0.72 1 0.28 | 0.03 | 798.84 1894 |10
13.44 | -5854.08 | 0.08 | 0.12 |0.88 | -0.01 | 75664 181.01 |11
13.34 | -1688.06 | 0.06 | 0.85 [0.15| 0.05 |32355.22 | 236.94 |12
4.65 11.84 -0.05 | 0.85 | 0.15|-0.07 | 247.88 0.43 13
7.25 4.27 -0.09 | 097 10.03 |-0.09 | 48.46 0.06 |14
495 | -476.27 | 0.08 | 0.53 {047 | 0.07 | 6626.51 | 55.26 |15
0.54 | -352.76 | 0.01 | 0.64 | 0.36 | -0.04 | 10202.79 | -244.99 | 16
1.87 | -616.41 0.05 | 0.26 | 0.74 | -0.08 | 14838.72 | 90.93 |17
4.28 -20.5 0.01 | 039 |0.61|-0.11| 7627.34 86.2 |18
1.33 28.2 -0.03 | 0.92 | 0.08 | -0.04 | 430.06 15.76 |19
447 | -1229 0.11 |-0.23|1.23 | 0.02 7493 -411.65 | 20
4.35 2.79 0.01 | 0.83 |0.17 | -0.01 | 3820.46 | 35.69 |21
7.6 | -228.74 | 0.06 | 047 | 053] 0.03 | 4697.72 | 65.16 |22
433 | -769.44 | 0.08 | 0.22 |0.78 | 0.05 | 9585.1 28.63 |23
1099 | -1717.3 | 0.06 | 0.19 | 0.81 | -0.08 | 22496.58 | -385.89 | 24
14.44 | 17.43 0.06 | 0.68 |0.32] 0.05 | 3937.89 | 270.21 |25
0.38 | -456.78 | 0.06 | 0.27 |0.76 | -0.02 | 7510.87 | 29.57 |26
4.72 | -1914.27 | 0.04 | 0.46 | 0.54 | -0.03 | 57234.32 | 195.41 |27
11.14 | -53.77 0.05 | 0.38 |0.62|-0.01 | 2014.52 | 53.21 |28
17.57 | -70.58 0.07 024 1076 | O 231424 | 91.16 |29

2013 agalll Jlady lgydl) @by :(5)dsss

Price EVA WACC | We Wd Ke C N(,)FPA #
0.6 * * * * -0.03 * * 1
19.16 | -5560.58 0.08 0.11 | 0.89 | -0.01 | 93956.54 2236'9 2

5.8 -29.15 0.04 0.31 | 0.69 | -0.08 6916.2 25739 | 3
23.7 -886.26 0.08 0.36 | 0.64 | 0.04 | 13570.68 | 14594 | 4
90.23 | -511.71 0.1 041 | 0.59 0.1 103153 | 677.14 | 5
1.01 60.41 0.02 0.81 | 0.19 0 643.68 71.96 | 6
3.09 -16.93 0 0.54 | 046 | -0.09 | 2945.21 -26.13 | 7
1.12 6.71 -0.01 0.81 | 0.19 | -0.03 326.07 3.45 8
0.84 -134.52 0.07 042 | 0.58 | 0.04 2099.97 1421 | 9
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8.51 -33.1 0.05 0.73 | 0.27 | 0.03 766.07 4.25

13.68 | -5846.05 0.08 0.12 | 0.88 | -0.02 | 75456.86 144.4

13.79 | -2049.19 0.07 0.85 | 0.15 | 0.07 | 32037.02 | 251.93

4.22 14.72 -0.06 0.83 | 0.17 | -0.09 252.74 -0.03
10.26 5.96 -0.11 0.97 | 0.03 | -0.12 48.15 0.59

4.49 -524 0.09 0.52 | 048 | 0.09 6594.07 71.19
0.03 -98.75 0 0.66 | 034 | -0.04 | 10740.86 | -72.64

1.65 -452.14 0.04 0.27 | 0.73 -0.1 14570.52 136.2

4.22 193.76 0 043 | 057 | -0.13 | 6919.11 159.37
1.38 20.55 -0.03 0.85 | 0.15 | -0.05 445.54 7.78
3.59 * * * * 0.03 * -141.97
3.91 -3.13 0.01 0.81 | 0.19 | -0.01 3932.93 335
10.21 -258 0.06 0.51 | 049 | 0.04 4515 33.32

3.57 -708.22 0.09 024 | 0.76 | 0.07 9069.52 71.94

799 | -1378.14 0.05 0.2 0.8 -0.1 22845.45 | -162.67

13.1 -113.27 0.08 0.57 | 0.43 | 0.07 4280.55 | 216.21

0.46 -286.98 0.06 029 | 074 | -0.03 | 7435.88 172.58

1599 | -1783.34 0.03 046 | 054 | -0.04 | 56966.33 | 137.49

7.85 -41.05 0.05 0.39 | 0.61 | -0.02 1826.24 51.5

16.96 | -120.09 0.08 0.14 | 0.86 | -0.01 2300.25 61

O N0 NN O DA NN P RDW RN NN NDO NN R0 ==\ —m[N =B =R =N === O -

(2014) alall agulll Jlaudy )il @liby:(6)Jss>
Price EVA | WACC | We | Wd | Ke C NOPAT | #
0.69 -3.4 0 0.78 | 0.22 | -0.02 | 398.24 -3.42
18.66 |-4995.38 | 0.08 0.1 | 0.9 |-0.01|85506.22 | 1614.23 | 2
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6.96 | -457.18 0.04 03 | 0.7 |-0.07 | 6365.45 | -193.15 | 3
26.45 | -376.3 0.07 | 0.37 | 0.63 | 0.03 | 13975.41 | 536.55 | 4
100.15 | -386.16 | 0.08 | 0.38 | 0.62 | 0.07 | 9385.65 | 631.94 | 5

0.96 58 002 |077 (023 O 606.64 68.23 | 6

341 8.81 0 0.53 | 047 |-0.07 | 3069.67 | 17.61 | 7

1.16 9.9 -0.02 | 0.88 | 0.12 | -0.03 | 317.12 5.06 8

0.9 -121.09 0.07 | 041 [ 0.59 | 0.03 | 2148.65 1893 | 9

11.01 | -22.21 0.04 | 0.73 {027 | 0.02 | 762.02 8.27 10
15.36 | -5356.16 | 0.08 | 0.12 | 0.88 | -0.02 | 72527.05 | 381.57 |11
15.24 | -730.26 | 0.05 | 0.85 | 0.15| 0.05 | 32409.35 | 1024.74 | 12
4.44 12.59 -0.06 | 09 | 0.1 |-0.07| 232.44 -0.49 |13
6.34 4.47 -0.09 | 097 1 0.03|-0.09| 47.66 0.3 14
6.19 | -411.75 0.08 | 0.51 {049 ] 0.06 | 6583.95 | 9693 |15
* 296.98 0 0.67 | 0.33 |-0.04 | 11054.38 | 351.68 | 16
1.74 | -545.11 0.04 | 0.27 | 0.73 | -0.08 | 14072.66 | 86.05 |17
3.32 47.86 0.01 | 043 |0.57 |-0.11 | 6807.32 | 9598 |18
1.83 17.95 -0.03 | 0.92 | 0.08 | -0.04 | 406.62 5.33 19
22 -908.91 0.1 -0.15 | 1.15 | 0.02 | 7223.09 | -157.25 | 20
4.07 10.07 0.01 | 0.83 | 0.17 | -0.01 | 4078.7 314 |21
3.81 -210.8 0.06 0.5 | 0.5 | 0.02 | 4529.19 | 53.77 |22
434 | -636.77 0.08 | 024 |{0.76 | 0.05 | 8644.51 | 63.62 |23
9.12 |-1209.16 | 0.05 | 0.21 |0.79|-0.08 | 22362.99 | 20.17 |24
13.46 34.64 0.06 | 0.58 {042 0.05 | 3796.13 | 281.37 |25
0.59 | -392.29 0.06 | 029 |0.75]-0.02 | 6947.46 | 4439 |26
429 |-1785.57| 0.04 | 0.46 | 0.54 | -0.03 | 56169.07 | 183.38 |27

7.6 -39.72 0.05 | 0.37 | 0.63 |-0.02 | 1800.06 | 55.18 |28
1696 | 43.69 |-103.43| 0.07 | 0.21 | 0.79 0 2297.81 | 29

s AdBliallg el

Dhasiy) s Aoty (SN agad bl ddliad) bV dedl) jdse o AD ladl S
& Al i) padly o3 iRy (7 ) & Jsaall Je g3V, (Simple Linear Regression) Ll
b Aamse gb Al b DA UK AN e e il Wlsas e 4958 JS Lgle Jgeanl)
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Ladll J8 e AN agad e 3 50l 5 judall dll Jiey 53 aanll Julas o 203 ¢ 8) a8y Jsaal)
o) vie W ¢(0.999 ) a4l dad ey (0.002 ) oas 4l dad ol o sl e Adliaal) dpalaity)
aen o i Adliaall AplaiY) dally agadl e G ALY Aflany) ANA ) il Caad) A
00l gl Pl ¢ua MNHD/ PIOH/ EIUD s34l 406 el il e Uil o 0.05 ) Jif aPas
o3¢l aaall Ly (i Lild adles (0.05 ) e J8 lases a5 ¢ sl e (0.001 « 0.027 < 0.037)
Aaliad) Zlaidy) dadlly Sl o3n agul Slaud (p Adlas) AV Gl ADle aag 4l Jall WiSayy il
Y5 Aysina (s Nie

A oAl LSy agley ¢ Ll paall Zpmjd s Lald JElL5(0.05) 0o ST oo P o ol SIS 3L U
%35 Aysina (ssiuse dio Adlaall Ll dadlly Al 3G agad el G dilan) AN 3 ADle a5 Y

)il Ahal) s s sise e LY Jalaad dad e b o aas il JSS cl€l) )l e Ll
Jais il il (0.05 ) oo e lages Ll a3 Pl jlaill wieg ¢ (10.028 ) @l it Ay (0.167
Adliaal) Anbaidy] delly S gl bl G dilas) AL I ADle aa g Y 4l sl WiSay adle s aaell A

2014 -2011 e dialh 5580 IO A$pd (S aniy) Jalad quilii 1(7) by Jgoa

SIG R* R B a peadl )
0.091 0.980 0.990 -0.045 0.489 RREI
0.105 0.802 0.895 -0.007 -17.155 COMI
0.838 0.026 0.162 0.00 8.192 OCDI
0.382 0.382 0.618 0.015 37.570 SWDY
0.264 0.542 0.736 0.351 268.650 EAST
0.914 0.007 0.086 0.008 0.766 UEGC
0.338 0.438 0.662 -0.02 3.322 ACGC
0.619 0.145 0.381 0.031 0.795 PRCL
0.354 0.418 0.646 0.017 3.179 EKHO
0.515 0.235 0.485 -0.166 5.641 ELEC
0.484 0.266 0.516 0.001 20.259 HRHO
0.154 0.715 0.846 0.001 15.779 ETEL
0.914 0.007 0.086 -0.067 5.776 ABRD

0.037%* 0.928 0.963 2.306 -3.453 EIUD
0.125 0.766 0.875 0.031 20.404 ORWE
0.431 0.608 0.780 0.001 0.781 OTMT
0.417 0.340 0.583 -0.006 -1.247 PHDC

0.027% 0.948 0.973 -0.009 4.701 PIOH
0.167 0.694 0.833 -0.134 4.672 PRMH
0.865 0.044 0.210 0.001 4.593 GTHE
0.570 0.185 0.430 0.119 4.393 SVCE
0.240 0.577 0.760 -0.113 -18.131 JUFO
0.453 0.299 0.547 -0.005 0.921 AUTO
0.177 0.677 0.823 -0.011 -6.165 ESRS
0.602 0.158 0.398 -0.012 14.339 SKPC
0.240 0.578 0.760 -0.002 -0.305 AMER
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0.958 0.002 0.042 0.001 10.378 TMGH
0.001##* 0.999 0.999 -0.294 -4.270 MNHD
0.935 0.004 0.065 0.018 27.196 HELI

LSS A sgiua g ale (S laniy) Jilad geilii 1(8) by Jaa

SIG F i L L el D)
0.560 0.013 0.113 -0.002 15.321 2014
0.416 0.026 0.160 -0.002 9.090 2013
0.406 0.028 0.167 -0.002 9.255 2012
0.574 0.012 0.111 -0.002 9.381 2011

t cluagilly claliuy)

Ons Sl Lalas al Aalaidy) dedll G dysiee AV I3 A agay coyial ) Auhall il o)
On Aflian) AN 3 ADle dgag pie ity 28 2014-2011  Aajll syl A lS N 03n agad o
Oy & S8 G Ll Ayl 558 JREGX30  jbse e dajaal) GlSGEN aead oyl o
AV i Adle Ll dbliaall Aola@y) dadlly leagd Jland (pn caay s Waylial die aaall du
Dl 8 sl s e Ailad) ol dedll 4yl 5)0l) (o LS %5 dysine (ssiue die dlias)
%90 (358 cuilS SN 238 agas)

b Aad) Sl 8 el el st i 8 Guldall s e olae¥) LiKey Y ade ol
I o2 neS uliall 13 aladid AplKaY Al dag b Aagill oda yian Y K15 (EGX30 iise
Ggpadl Bl 8 dajad) 1Sl 38 (e ST dne 3y Ukl diey 558 e Gl ale) (f Cus cdexe
OSaall (ga ¢ ARl s3a Ll Balely Aalud) cilud) b gy Gl Dpslaall COLa) any el ) Al
L) bl 55 axe e «Caaldl 45 ol ol A eV gy Gl 4] Jeags Ll ddllie il daxy of
S ) Ala) (alial 138 e Dpaladl) il slaiels shaY Jshl gl aald) ahlinlg ol dia) 35
dnall e e 355l 4813 an ey Lo s A8l ciluhall 8 Sadiaall Ayl el sl
124 2835 daal byt LalSaly lae ol il 535S agle laslaie) vie slaiall leleat & 3l) 243 oy
C asen 8 (e Bange By aaiad ol 1Y) (AT A58 e el

rpalal)

L) —agudl dolel) i 2ilselly diliasl) Lolaidy) Loll S 4Dkl . alla (ysala Slall o 1
2001 ¢olee ¢ ¥ daalad) Wlal) coliahyal) de jriveale Al . 4udnki

« pgas¥) dilsal Logaliil] ¢ 0¥ sl s dilnal] Lolaidy] Lol Gy ADLel). s desa ypancbadls M 2
2006 «lac i) daalall (llal) caludyal) 20K ¢ jrivale Al

S pill Ui olid] dilael) LolaB) Lol Laidls 520 . ) e Sl ; jalill 2o 55 3
2003 ¢ lee V) Aaalall (1 2) 22l Aplay) aslall coluhall dsa, 2000, Y/ Lot Lual/ Loe Lial)

601



=l Leraslaa s lotge G Adliadl) doalai@y| dasl)

—dilnall LolaBY) Lol o plafiuls Ldlall 5)00Y) ilSu sole) . pufe DS shen csuilt 4
Aialatl) o glall A V) Al el (365U Glae demysr A el Lo liall SN (o dised Dl 4oy
2005 «JsY) aazl)

5— APPLEPY, C.The new lingo of value added . Health and Hospital Network,1997.

6-ATHANASSAKOS,G. Value — based management, EVA and stock price
performance in Canada. Management Decision ,45(9),2007,1397-1411.

7-BIDDLE,G.C;BOWEN,R.M;WALLACE, J.S. DoesEVA beat earnings? Evidence
on associations with stock returns and firm values. Journal of Accounting and Economics
24(3),1997,301-336.

8-CHEN,S;DODD.J.L.Economic value added(EVA): An empirical examination of a
new corporate performance measure. Journal of Managerial Issues9(3),1997,318-333.

9-EHRBAR,A. Stern Stewart's EVA : The real key to creating wealth. First edition,
John Wiley& Sons, New York,USA,1998.

10- FERNANDEZ,P.EVA, Economic Profit and Cash Value Added do Not measure
shareholders value creation. SSRN Working Paper,2001.

11- FINEGAN,P.T.Maximizing shareholders value at the private company.journal of
applied corporate finance ,4(1),1991,30-45.

12- FISHER,FM,MCGWAN_,J.J.On the misuse of accounting rate of returns to infer
monopoly profit. American Economic Review,73(1),1983,65-86.

13- GRIFFITH,J.M.The true value of EVA . Journal of Applied Finance ,2004,25-29.

14- GROTH,J;BYERS,S.S;BOGERT.J.D.Capital, economic returns and the creation
value. Management Decision,34(6),1996,21-30.

15- LEONG,K;PAGANILM;ZAIMA,J.Portfolio strategies using EVA , earnings
ratio or book-to- market : is one best ?. Review of accounting and finance ,vol.2009,76-86.

16- MASHAYEKHIB;TALEBLLA;BAHAVARNIA,V.EVA versus earnings
evidence from Iran . International Journal of Accounting and Information
Management,18()1,2007.

17- OBYRNE,S.EVA and market value. Journal of Applied Corporate
finance,1996,116-126.

18- PALLIAM,R.Further evidence on the information contents of economic value
added. Review of Accounting and Finance,5(3),2006,204-215.

19- SPERO,T.Getting EVA Right .TMA journal,17(6),1997.

602



