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Abstract 

This study has two main objectives. The first one is to address the relationship between Economic Value Added 

(EVA) and Created Shareholders Value (CSV) in Jordanian public industrial firms (JPIF), comparing to the 

Return on Assets (ROA) over the period 2011-2015. The second objective is to address the possible superiority 

of EVA to ROA by explaining the changes in CSV for JPIF. In this study, CSV is measured using two models; 

Fernandez model and market value added model. Multiple and simple regressions were used in the study. These 

analyses have shown, generally, that the superiority of EVA in predicting and evaluating the CSV could be put 

into a conclusive and positive light compared to ROA. However, the results suggested that one financial measure 

cannot be enough to measure neither CSV nor firms‟ performance. Therefore, this study highly recommends that 

JPIF use a combination of different measure in assessing and evaluating their value and performance, especially 

modern indicators.  

Keywords: economic value added, return on assets, created shareholders value, market value added, Fernandez 

model, Jordan 

1. Introduction 

In recent years, the main objectives of corporations have shifted to the creation of value and achieving 

satisfactory returns via increasing profitability and shareholders‟ wealth. Consequently, all the available 

resources are to be exploited and managed wisely to enhance these objectives. Among other stakeholders, the 

creation of value to shareholders is an important key to success in a developed business environment. In general, 

it is accepted that the value is created when the firm generates or sustains returns that are more than its cost of 

capital. There are hence many indicators that can be used to measure CSV including EVA.  

However, the measurement and evaluation of value and the performance of firms have become very important 

concerns. Investors usually make their investment decision based on the best choice of alternatives, which 

depend primarily on the size and timeliness of the expected cash flows generated from the firm‟s operations. 

Therefore, in order to create value for shareholders, management is required to maximise shareholder returns 

(Rappaport, 1986; Monks & Minow, 2011; Jensen, 2002; Smith, 2003). 

From this perspective, Fernandez (2001) has introduced a measure for CSV (hereafter CSV-F).He believes that 

the firm will achieve CSV when the required return to equity exceeds the cost of equity. Three important 

indicators constitute the structure of the Fernandez Model; which are equity market value, shareholder return and 

the cost of equity. MVA is another well-known measure of shareholder value introduced by Stewart 

(1991).According to this indicator, the focus in increasing shareholders‟ wealth is placed upon maximising the 

market capitalisation in comparison with the capital invested. 

From another perspective, for a long time the use of traditional accounting data for the purpose of measuring and 

evaluating value and performance of firms has been criticised because its preparation is based on generally 

accepted accounting principles (GAAP), or based on International Accounting Standards (IASs).These principles 

and standards permit the estimation of many figures, in addition to the diversity of applications; however, this 

leads to the accounting of distorted data. In this regard, as a financial measure, EVA plays a vital role in allowing 

adjustments to accounting data to reflect the true economic status of the firm. Furthermore, EVA has become a 
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popular tool by which the firm can maximise the shareholder value. 

As a measure of performance, EVA comes closer than any other tool to representing the true economic profit of 

an enterprise. It is directly linked to the creation of shareholders‟ wealth over time (Stern et al., 1995). Shil (2009) 

defines EVA as a value-based performance measure that gives importance to value creation by company 

management on behalf of the owners. Bahadur and Deb (2013) refer to how “EVA attempts to understand 

whether a business creates sufficient surplus to cover the cost of its capital or to fulfill the shareholders‟ 

expectation into value creation” (p. 233).  

This study intends to provide empirical evidence on the influence of EVA on CSV in the JPIF, comparing it to 

ROA as a proxy of traditional performance measures. Two models, CSV-F and MVA, have been utilised to 

measure CSV in JPIF over the period of 2011-2015. Therefore, this study has two main objectives. The first one 

is to address the relationship between EVA and CSV in JPIF listed on ASE compared to ROA over the period of 

2011-2015. The second objective is to address the possible superiority of EVA to ROA for explaining the 

changes of CSV for JPIF for the years 2012-2015.  

This study has suggested that one financial measure cannot be enough to measure both Created Shareholders 

Value and firms‟ performance. Therefore, JPIF can use a combination of measures to assess and evaluate CSV 

and financial performance. Generally, the superiority of EVA in predicting and evaluating the CSV could be put 

into a conclusive and positive light compared to ROA. However, a few studies have been conducted in Jordan to 

assess the relationships between traditional and modern financial measures relating to CSV. Therefore, this study 

may be the first to address these relationships in Jordan, especially in industrial firms. 

The paper will proceed as follows. The second section reviews the related literature. The third section presents a 

brief theoretical framework of the main topics and the development of our hypotheses. The fourth section 

describes the methodology of the study, including the measurement of variables. The fifth section supplies the 

empirical results. The sixth section summarises the conclusions, while the seventh section outlines the 

limitations. 

2. Literature Review 

Many studies address the relationships between different measures of wealth creation and different performance 

measures. This section will summarise the most important related literature. For instance, Sirbu (2012) notes that 

“EVA promises an effective way to manage shareholder value. It aligns management‟s objectives with those of 

the shareholders, improves accountability and enables better performance analysis‟‟ (p. 305). 

Hence, many studies have addressed the relationship between CSV and EVA. Nuroush et al. (2004), as cited in 

Abdoli et al. (2012) indicate that “EVA is a better index for predicting the created shareholders value and 

represents the management‟s capability in increasing the company‟s value (shareholders‟ wealth)” (p. 876). A 

study conducted by Panigrahi et al. (2014) reveals that “there is a positive and significant relationship between 

EVA and shareholder‟s wealth maximization”(p. 280). Bao and Bao (1999) have revealed that the “EVA is 

positively and significantly correlated with the firm value” (p. 161). Meanwhile, Abdoli et al. (2012) also point 

out that EVA has a significant relationship with shareholders‟ created wealth. On the other hand, it is important to 

mention that EVA itself has classified as a measure of CSV (see, for example, Sakthivel, 2011; Suresh & 

Sengottaiyan, 2015; Kaur & Narang, 2008). However, the present study has to deal with EVA as a performance 

measure. 

However, this study addresses two measures of CSV; namely, CSV-F and MVA. In terms of measuring CSV via 

the Fernandez model, we noted a shortage of research in the field. However, Fernandez (2001) has concluded 

that EVA does not measure wealth creation properly, whereas Fernandez and Reinoso (2003) have found a weak 

correlation between EVA and created shareholder value. In another study done by ElMir and Seboui (2006), a 

non-significant relationship was found between EVA and CSV-F. A similar result was found by Nekounam et al. 

(2013) when they refer to the lack of a relationship between EVA and CSV-F. From the other perspective, a 

positive correlation was found between the difference of these two variables (i.e. CSV-EVA) when they 

controlled by governance mechanisms and earnings management (ElMir & Seboui, 2006). Other studies have 

found different results; for instance, Imanzadeh (2014) has found a direct link between EVA and CSV-F.  

Unlike CSV-F, a lot of studies have assessed the association between MVA and EVA. From a theoretical view of 

point, the literature has referred to a direct association between EVA and MVA (e.g. DeWet, 2005; Brigham & 

Ehrhardt, 2014; Aloy & Alfred, 2014). Furthermore, prior studies have found a statistically significant relationship 

between EVA and MVA (Stern, Shiely, & Ross, 2001; Pinto & Santos, 2011; Sharma & Kumar, 2012; Pourali & 

Roze, 2013). Furthermore, Banerjee (2000, p. 23) emphasises that “MVA can be well predicted by estimated 
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future EVA streams”. 

On the other hand, the relationships between EVA, accounting performance measures and CSV were addressed 

in many comparative studies. Mixed results were found in this regard. Some of prior studies have concluded that 

EVA has a stronger correlation with MVA compared to accounting measures(e.g., Grant, 1996; Uyemura et al., 

1996; Paula & Elena, 2009; Sichigea & Vasilescu, 2015). In this context, Nakhaei and Hamid (2013) also 

indicate that “there is meaningful correlation between EVA, and ROE with MVA, but there is not meaningful 

association between ROA and MVA” (p. 2). Yaghoob and Akkaf (2007) also recognize that there are meaningful 

relationships between EVA, residual income, return on sales and return on investment with MVA.  

Meanwhile, Ghanbari and More (2007) have found “strong evidence that EVA is greater to the traditional 

performance appraising, and it is the best internal evolution of firm success in adding value to shareholders‟ 

investments” (p. 7). Madhavi and Prasad (2015) have also affirmed that, “EVA is a better predictor of market 

value of the firms as compared to EPS and is successful in indicating stronger relationship and relevance to 

capital markets than other traditional measures” (p. 49). Finally, Roze et al. (2013) have examined the 

relationship between moderated EVA, as well as some accounting and financial criteria such as ROS, EPS, ROA 

and ROE, with MVA as an external indicator of value-creation. They have indicated that all the study variables 

are in a direct linear and significant relationship with MVA. 

However, the literature also contains reverse findings. For instance, Bhasin and Shaikh (2013, p. 107; Bhasin, 

2013, p. 185) indicate that, “there is no strong evidence to support Stern Stewart‟s claim that EVA is superior to 

the traditional performance measures in its association with MVA”. In turn, Aloy and Alfred (2014) have found 

no association between EVA and MVA. They also reveal that EVA has no profound impact on MVA. DeWet 

(2005) concluded that EVA doesn‟t has a strongest relation with MVA compared to operating cash flow, return 

on assets, earning per share and dividends per share.  

In addition, Ramana (2005) suggests that EVA does not outperform common accounting criteria, such as NOPAT 

and EBIT. Furthermore, the result of the study conducted by Kim (2006) does not “support the hypothesis that 

EVA is superior to traditional accounting measures in association with equity market value” (p. 34). He also 

points out that NOPAT and FCF are more highly correlated with market value rather than EVA. Thus, accounting 

measures, such as NOPAT, are also found superior to EVA in its association with firm values (Biddle et al., 1997; 

Clinton & Chen, 1998). 

3. Theoretical Framework 

3.1 Created Shareholder Value 

The creation or destruction of value to the capital employed is recognised as one of the most important aspects in 

the evaluation of the performance of an enterprise (Hall, 1998, p. 149). In the theoretical foundations of a firm‟s 

management, there are two approaches that can be followed by the managers to creating value: the shareholder 

value approach and the stakeholders‟ value approach. The shareholder value approach refers to a “Management 

philosophy that regards maximization of shareholders‟ equity as its highest objective. It attempts to increase this 

value by following policies that (1) enhance the firm‟s earnings, (2) increase the market value of its shares, and 

(3) increase the amount or frequency of the dividend paid” (Business Dictionary, 2016). Alfred Appaport (1986) 

(as cited in Bierman Jr., 1990) stated that, “The shareholder value approach estimates the economic value of an 

investment by discounting forecasted cash flows by the cost of capital. These cash flows, in turn, serve as the 

foundation for shareholder returns from dividends and share-price appreciation” (p. 144). According to Smith 

(2003),” in the shareholder theory, the primary duty of management is to maximize shareholder returns” (p. 85). 

In this context, Jensen (2002) recognises that, “value maximization states that managers should make all 

decisions so as to increase the total long-run market value of the firm” (p. 236). Here, total value is the sum of 

the values of all financial claims on the firm, including equity, debt, preferred stock and warrants. 

Sundaram and Inkpen (2004) give five parts to their argument for why shareholder value maximisation should be 

the preferred corporate goal. These parts include “the goal of maximizing shareholder value is pro-stakeholder, 

maximizing shareholder value creates the appropriate incentives for managers to assume entrepreneurial risks, 

having more than one objective function will make governing difficult, if not impossible, it is easier to make 

shareholders out of stakeholders than vice versa, and finally, in the event of a breach of contract or trust, 

stakeholders, compared with shareholders, have protection through contracts and the legal system” (p. 353). 

The literature on the measurement of shareholder value has addressed many of measures including EVA, 

Adjusted EVA, FCF, total business returns, shareholder value analysis, economic profit, cash flow return on 

investment, market-adjusted total share return, ratio of market value to the book value of shares, shareholders‟ 
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annual returns and shareholders‟ abnormal returns (CIMA, 2004; Erasmus & Scheepers, 2008; Maham et al., 

2008; Maimako & Oladele, 2010; Saha, 2015; Farahani et al., 2016). However, the focus of this study is on the 

CSV in JPIF listed in the Amman exchange stock (ASE) over the period 2011-2015. Two measures of CSV have 

been addressed in this study, discussed below. 

3.1.1 Fernandez Model  

This measure of Created Shareholders Value was developed by Pablo Fernandez in 2001. In his study, 

“Shareholder Value Creators and Shareholder Value Destroyers in USA: Year 2000”, Fernandez (2001) has 

defined and quantified CSV for 274 American companies for the years 1998, 1999, 2000, as well as 

for1993-2000. According to Fernandez and Reinoso (2002), “A company creates value for the shareholder when 

the shareholder return exceeds the cost of equity (the required return to equity). In other words, a company 

creates value in one year when it outperforms expectations‟‟ (p. 4). However, the technical procedures for 

computation of this measure will be discussed later in the section on the measurement of variables. 

3.1.2 Market Value Added 

Stewart (1991) introduced MVA as measure of shareholder value. Since then, MVA is frequently referred to as a 

proxy or measure of CSV (e.g. Kramer & Peters, 2001, p. 42; DeWet, 2005; Paula & Elena, 2009, p. 53; Aloy & 

Alfred, 2014, p. 127; Madhavi & Prasad, 2015, p. 49; Nakhaei, 2016, p. 434; Pandya, 2016, p. 40). In addition, 

MVA has been classified as “an external performance measure, which is considered to be the best index of 

creation shareholder value” (Nakhaei, 2016, p. 436). For instance, Kramer and Peters (2001) have defined MVA 

as “a cumulative measure of the value created by management in excess of the capital invested by shareholders‟‟ 

(p. 42). Wibowo and Berasategui (2008) have also stated that “MVA is a tool in determining how much money 

investors have made on their investment and the level of value a company has accumulated over time 

(company‟s wealth)” (p. 63). Therefore, it is argued that, “MVA depends on the rate of return of a company” 

(Banerjee, 2000, p. 29).  

From another perspective, the relationship between MVA and EVA has frequently been addressed. From a 

theoretical view of point, the literature refers to a direct association between EVA and MVA. Luber (1996, as 

cited in Vijayakumar, 2011, p. 23) confirms that “a positive EVA over a period of time will also have an 

increasing MVA while negative EVA will bring down MVA as the market loses confidence in the competence of 

a company to ensure a handsome return on the invested capital”. In their study, Stern et al. (2001, p. 17) also 

state that, “there is significant link between EVA growth and growth in MVA”. Finally, Aloy and Alfred (2014) 

have also concluded that, “the best way to maximize MVA is to maximize EVA” (p. 126). 

3.2 Economic Value Added   

EVA currently is considered to be one of most popular performance measures in the field of business. It analyses 

the performance of firm to show which are truly profitable. Therefore, it is frequently classified as one of the 

best developed measures to judge whether this objective had been achieved or not. In fact, empirical studies have 

shown the superiority of EVA over other traditional financial performance measures (Stem, 1990; Stewart, 1994; 

Lehn & Makhija, 1996; Sirbu, 2012). According to Stewart (1994) EVA has four main features in general, which 

include measurement of business performance, management systems, methods of motivation and ways of 

thinking. Furthermore, Sirbu (2012) argues that, “EVA promises an effective way to manage shareholder value. It 

aligns management‟s objectives with those of the shareholders, improves accountability and enables better 

performance analysis” (p. 305). 

From another perspective, the traditional accounting measures have been frequently criticised because of their 

deficiency in expressing the actual value created by the firm. In this regard, as a financial measure, EVA plays a 

vital role in adjusting accounting data to reflect the true economic status of the firm. Moreover, EVA overcomes 

this criticism because it is computed as an excess profit of a firm after accounting for the cost of capital. 

Consequently, it is the difference between Net Operating Profit after Tax (NOPAT) and the capital charge for 

both debt and equity. However, being that EVA is at the heart of this study, it is addressed as an independent 

variable relating to CSV.  

3.3 Traditional Performance Measures 

The use of traditional accounting data for the purpose of evaluating value and performance of firms has been 

criticised over a long period of time because it is prepared based on generally accepted accounting principles 

(GAAP), or based on International Accounting Standards (IASs). These principles and standards are then 

provide an estimation of many figures, in addition to the diversity of applications, which leads to distorted 

accounting data. 
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Over the years, a lot of accounting indicators have been developed to measure the value and performance of 

economic entities. These traditional performance measures, such as residual income and accounting based returns, 

have also been criticised because they do not consider the total cost of capital employed and because they fail to 

assess the genuine economic returns (Chen & Dodd, 1997; Haque et al., 2004; Shil, 2009; Nakhaei & Hamid, 

2013). 

However, despite the variety of measures that could be used to measure and explain the value of a firm and 

evaluate its performance, researchers have highlighted that, “there is no single accounting measure which explains 

the variability in the shareholders‟ wealth” (West & Worthington, 2001; Rogerson, 1997; Chen & Dodd, 1997; 

Lehn & Makhija, 1996). In this regard, Sharma and Kumar (2010, p. 201) recognise that, “Any financial measures 

used in assessing firm‟s performance must be highly correlated with shareholders‟ wealth and on the other hand 

should not be subjected to randomness inherent in it”. Therefore, the search for substitute measures in accounting 

and financial fields could be said to have begun three decades ago when modern measures such as EVA, MVA and 

CSV were born. 

However, this study has considered return on assets as a proxy of the accounting measures. ROA is a measure of 

profitability of the firm in relation to its total assets. It is considered as an independent variable in the current study. 

In addition, simple regression has been used to test, yearly, the explanatory power of both of EVA and ROA upon 

the change of measures of CSV, starting from the year 2012. 

3.4 Hypotheses of the Study 

As we discussed in the section on prior studies and the theoretical framework, a positive significant relationship 

was found, in general, between EVA and CSV. The objective of this study is to address this relationship in JPIF 

listed on ASE comparing to the return on assets. In addition, this study also aims to address the possible 

superiority of EVA to ROA in explaining the changes of CSV (for the two measures, CSV-F and MVA) for JPIF 

over the period 2012-2015. Therefore, the following six hypotheses have been drawn: 

H01: EVA positively affects CSV-F for JPIF for each year from 2011 to 2015. 

H02: EVA positively affects MVA for JPIF for each year from 2011 to 2015. 

H03: ROA positively affects CSV-F for JPIF for each year from 2011 to 2015. 

H04: ROA positively affects MVA for JPIF for each year from 2011 to 2015. 

H05: EVA is superior to ROA in explaining the changes of CSV-F for JPIF over the period 2012-2015.  

H06: EVA is superior to ROA in explaining the changes of MVA for JPIF over the period 2012-2015. 

4. Methodology  

4.1 The Population and Sample of the Study 

The population of study mainly consists of all the Jordanian industrial firms publicly listed on the ASE during 

the period 2011-2015. The sample of the study was selected according to two main conditions: 1-the firm should 

be listed on ASE and continued with normal operations over all years from the beginning of 2011 to the ending 

of 2015; 2-the availability of all the data required for 6years from 2010 to 2015. Based on these two conditions, 

the study sample includes 51 industrial firms from groups of firms ranging annually from 66 firms to 74 firms 

listed on ASE during the period, as seen in Table 1. 

 

Table 1. Numbers and classification of companies that comprise the study sample 

Industrial Sector 

   Sub-Sectors Number of companies 

 Pharmaceutical & Medical Industries 6 

 Chemical Industries 9 

 Paper and Cardboard Industries 3 

 Food and Beverages 7 

 Mining & Extraction Industries 7 

 Engineering & Construction 7 

 Electrical Industries 4 

 Textiles, Leathers & Clothing 5 

 Other sectors 3 

Total 51 
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4.2 Collection and Preparation of Data 

For the purposes of this study, we depended on secondary resources to gather data. The data was collected 

entirely from published annual financial reports. For the purposes of statistical analysis, the data was prepared 

manually for all the variables, with the exception of two variables-ROA and Debit Ratio-which were taken 

directly from the reports as computed by the firms. In addition, all the important and applicable accounting 

adjustments have been taken into account when calculating the invested capital, NOPAT, and hence EVA. 

4.3 Variables Measurement 

Empirical models have been used in this study to assess the relationships between EVA, ROA and CSV. CSV has 

been measured by two models: Fernandez‟s model (2001) and MVA model. In addition, capital structure and 

growth of firm were taken as control variables. However, the variables are defined as follows. 

4.3.1 Economic Value Added  

The economic value added is calculated on an annual basis according to the following formula: 

EVA=NOPAT –(IC* WACC) 

Where: NOPAT is net operating profit after tax, IC is invested capital and WACC is the weighted average cost of 

capital. 

WACC = 
Debts 

(Cost of Debt)(1- T)+ 
Equity 

(Cost of Equity) 
Total Funding Total Funding 

Where: T is the tax rate, debts are all interest-bearing debts, total funding is the summation of all interest-bearing 

debts and ordinary equity, while in this study, the cost of debt is the gross interest expense divided by all 

interest-bearing debts. 

Cost of equity is mostly determined using theCapital Asset Pricing Model(CAPM), as in the following equation: 

ri=rf +β(rm-rf) 

Where: 

ri: The return on risky assets (the cost of equity). 

rf: The return on risk-free assets (such as Treasury Bills). In this study, rf is computed based on a 10-year 

government bond yield. 

rm: The return on the stock market (index). 

Β: Beta is a measure of systemic risk (market risk) and represents, annually, a coefficient of the change of the 

company‟s share price compared to the overall market index. Therefore, it consists of the day-to-day fluctuations 

in a stock‟s price and is calculated as follows: 

β= 
 ri∆

*100 
 

  rm∆

4.3.2 Fernandez Model 

According to Fernandez (2001), CSV can be quantified as follows: 

Created shareholder value=Equity market value x(Shareholder return-Ke) 

According to this model,CSV can be computed through the following steps: 

1-Equity market value (capitalisation) = Share‟s price x the number of shares 

2-The Increase of equity market valuet(E) = The equity market valuet- the equity market valuet-1 

3-Shareholder value added  =Increase of equity market value  

+Dividends paid during the year  

+Other payments to shareholders (discounts on par value, share buy-backs, …)  

-Outlays for capital increases, exercise (purchase) of stock options and stock 

warrants  

-Conversion of convertible debentures 

4-All-shareholder return  =Shareholder value added t /Equity market valuet-1 

5-Ke  =Cost of capital 

4.3.4 Market Value Added Model 

The market value added has become a popular tool in the financial field after it was initiated by the consulting 
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firm Stern Stewart. Young and O‟Byrne (2001) hence explain MVA as the difference between the firm‟s market 

value (including equity and debt) and the total capital invested in the company. Therefore, in this study, MVA is 

measured in the following formula: 

MVA = Total Market Value–Total Capital = (MV of Stock+MV of Debt)-Total invested Capital 

Where the MV of stock is the market capitalisation and the MV of debt is market value of debts. However, in 

Jordan, as it is in many other developing countries, there is no active market for debts where it could receive the 

market value for the debt. Therefore, to estimate MVA in this study, the book value of debt has been considered 

as equivalent to the market value of debt. Total invested capital is hence equal to the total book value of debt and 

equity modified by accounting adjustments. 

4.3.5 Traditional Accounting Measures 

There are many accounting measures traditionally used to assess firm performance. In this regard, the most 

popular factor is profitability, measured mostly by ROA. In this study, data for this variable has been taken 

directly from the annual published financial statements for Jordan‟s publicly listed industrial firms. The formula 

to calculate this variable is as follow: 

ROA= 
(Net Income+Finance Interests)*100 

Total Assets 

4.3.6 Control Variables 

Reviewing the literature in the areas such as this study, we could find many variables that affect the value of firm, 

either positively or negatively, such as profitability, growth, capital structure, firm size, taxes and the investment 

and cost of capital. This study has considered two factors expected to affect the firm‟s value positively. These 

two variables are the growth measured by the average of both total assets growth rate and net sales growth rate 

and the capital structure measured by the debt ratio. 

Debit Ratio=
𝑇𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠∗100

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

Total net sales growth rateit =
𝑇𝑜𝑡𝑎𝑙 𝑛𝑒𝑡 𝑠𝑎𝑙𝑒𝑠𝑡–𝑡𝑜𝑡𝑎𝑙 𝑛𝑒𝑡 𝑠𝑎𝑙𝑒𝑠𝑡−1

𝑡𝑜𝑡𝑎𝑙 𝑛𝑒𝑡 𝑠𝑎𝑙𝑒𝑠𝑡−1
 

5. Empirical Results 

5.1 Descriptive Statistics 

The descriptive statistics for the variables used in the study are presented in Table 2. We note that there are no 

consistent trends in the mean for all variables over the years with the exception of the department ratio. In fact, 

the changes in these averages have fluctuated from year to year. In general, the best performance for JPIF was in 

the year 2014, when all three of the variables achieved their best indicators; namely, EVA=852852, ROA=2.86% 

and MVA=13007209. The next best year for JPIF was 2012, where the two variables that achieved their best 

indicators, were CSV-F=24857265 and Growth=3.41%.  

For EVA, the worst performance for JPIF was in 2012 (EVA=-936495). In this year, JPIF also reported the 

lowest CSV-F(CSV-F=20087322), although the lowest CSV measured was reported in 2011 (MVA=6363432). 

The worst performance for ROA and Growth for JPIF was in the year2015,where ROA was-0.59% and the 

growth rate was-9.66%.  

Regarding to the DebtR, the lowest percentage for JPIF was in 2011 (DebtR=34.54%) and this may be due to the 

global financial crisis, which ended later that year. After 2011, the external financing part of capital structure 

increased yearly until it reached its best level in the year 2015 (DebtR=40.02%). 

 

Table 2. Descriptive statistics for the variables used in the study 

No. Variables 
Descriptive 

Statistics 

Years  

2015 2014 2013 2012 2011 

1- EVA Mean -21491 852852 398198 -936495 509775 

SD 5286172 4642256.3 6377524 7076468 5002853 

2- ROA Mean -.0059 .0286 .0250 .0035 .0023 

SD .1184 .0917 .0839 .1042 .0885 

3- CSV-F Mean 23513760 24695412 24857265 20087322 20274137 

SD 61358326 45146381 52068492 31843162 27968701 
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4- MVA Mean 11897925 13007209 12836182 7017462 6363432 

SD 53855621 37320789 44566935 22786261 16622536 

5- DebtR. Mean .4002 .3876 .3793 .3754 .3454 

SD .2980 .2307 .2228 .2241 .2059 

6- Growth Mean -.0966 .0318 .0341 .0080 .0178 

SD .1668 .2694 .2656 .2589 .1927 

Note. *CSV =Created Shareholders Value. 

 

With regard to the correlation, there are no fixed accepted rules for describing correlation strength. In this study, 

the absolute value of correlation depends on the following guidelines: when 0<r<.30 the correlation is weak; 

when 30<r<.70 the correlation is moderate; and when r>.70 the correlation is strong. Based on these rules, Table 

3 and Table 4 present, respectively, the strong and moderate Pearson correlations for variables used in the study 

over the years 2011-2015. The weak relationships between variables have been neglected in this study. 

As can be seen in Table 3, all the variables correlate with each other with positive significant relationships in 

some years. What is notable in Table 3 is that MVA-CSV-F has strong relationships every year. In Table 4, we 

can also see that most of variables are correlated with moderately positive significant relationships, with the 

exception of DebtR, which has a negative significant relationship with EVA in two years (2011 and 2015) and 

ROA in years 2011, 2012 and 2015. 

 

Table 3. Summary of Pearson correlation for the strong correlation coefficients between variables over the years 

2011-2015 

Variables 
Strong Correlations 

2015 2014 2013 2012 2011 

EVA-CSV-F .866** .851**    

EVA-MVA .804** .822**    

EVA-ROA     .727** 

MVA-CSV-F .962** .939** .962** .839** .829** 

Note. **Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level (2-tailed). 

 

Table 4. Summary of Pearson correlation for the moderate correlation coefficients between variables over the 

years 2011-2015 

Variables 
Moderate Correlations 

2015 2014 2013 2012 2011 

EVA-CSV-F   .632**  .488** 

EVA-MVA   .629** .417** .419** 

EVA-ROA .679** .572** .580** .453**  

EVA-DebtR -.383**    -.328* 

EVA-Growth .365**     

MVA-CSV-F      

MVA-ROA .331* .392** .388**  .380** 

ROA-CSV-F .436** .428** .421** .421** .305* 

ROA-DebtR -.614**   -.351* -.374** 

ROA-Growth .508** .473**  .301*  

Note. **Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level (2-tailed). 

 

5.2 Testing and Discussion of Hypotheses 

In this study, the multiple regression was used to test, independently, the influence of both EVA and ROA on 

each of the measures of CSV adopted in this study. In each case, the regression was controlled by two 

explanatory variables: the debt ratio and the growth rate of the firm.  

This procedure has been performed separately for all years from 2011 to 2015 for each of the hypotheses 

H01-H04. In addition, a simple regression was used to test, yearly, the explanation power (i.e.R
2
) of both EVA 

and ROA in terms of the change of measures of CSV starting from the year 2012 for each of the hypotheses 

H05-H06. The results of testing these hypotheses H01-H06 are as follow: 
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H01: EVA positively affects CSV-F for each year from2011 to2015. 

This hypothesis has been drawn to determine whether EVA affects the CSV measured positively by the 

Fernandez model in JPIF for each year from 2011 to2015. A multiple regression, as in equation1, was run to 

predict CSV-F from EVA, the debt ratio and the growth of firms for all the years2011-2015. 

CSV-F=αi+β1EVA+β2DebtR+β3Growtht+e                       (1) 

Table 5 presents the results of testing of hypothesis H01 in the years 2011-2015.These variables were, jointly, 

found in all years statistically significantly predicted CSV-F. In addition, all three variables added, in all the years, 

statistically significant in relation to the prediction, p≤.021. At this level of detail, it is found that EVA 

significantly affects CSV-F in all the years concerned. Therefore, we accept the hypothesis H01: EVA positively 

affects firm value measured by CSV-F. 

With respect to explanatory variables, the debt ratio is found to affect CSV-F significantly in 2015. The results of 

this study are consistent with Imanzadeh (2014) who found a direct link between EVA and CSV-F. Consequently, 

these results may refer to the hypothesis that EVA properly measures wealth creation in terms of CSV-F, which 

makes it inconsistent with the studies conducted by Fernandez (2001, 2002), ElMir and Seboui (2006) and 

Nekounam et al. (2013). 

 

Table 5. Multiple regression results for the effect of EVA on CSV-F for the years2011-2015 (controlled by the 

debt ratio and growth of firms) 

Years Variables 
Model Summary  ANOVA  Coefficients 

R R2 Adj.R2  F Sig.  B t Sig. 

2015 DebtR 

.910 .829 .818 

 

75.862 .000 

 58688409 4.350 .000 

 Growth   -31448752 -1.316 .195 

 EVA   11.684 14.608 .000 

2014 DebtR 

.860 .739 .722 

 

44.386 .000 

 18229123 1.230 .225 

 Growth   -13897274 -1.104 .275 

 EVA   8.539 11.503 .000 

2013 DebtR 

.637 .406 .368 

 

10.703 .000 

 19331660 .725 .472 

 Growth   4068408 .179 .859 

 EVA   5.218 5.500 .000 

2012 DebtR 

.435 .190 .137 

 

3.585 .021 

 -12999547 -1.025 .311 

 Growth   13728683 1.268 .211 

 EVA   1.365 3.082 .003 

2011 DebtR 

.523 .273 .227 

 

5.892 .002 

 9918251 .554 .582 

 Growth   -25640337 -1.379 .174 

 EVA   3.095 4.112 .000 

Note. Dependent Variable:CSV-F. 

 

H02: EVA positively affects MVA for each year from 2011 to 2015. 

This hypothesis has been drawn to determine whether EVA affects the MVA positively in JPIF for each year 

from 2011 to 2015. Thus, as in equation 2, a multiple regression was run to predict MVA from EVA, the debt 

ratio and growth of firms for each of the years 2011-2015. 

MVA=αi+β1EVA+β2DebtR+β3Growtht+e                           (2) 

Table 6 presents the results of testing of hypothesis H02 in years 2011-2015. These variables, jointly, were found 

in all years statistically significantly predicted MVA. In addition, all three variables added, in all years, statistically 

significantly to the prediction, p≤.022. At this level of detail, it is found that EVA significantly affects MVA in all 

years. Therefore, we accept the hypothesis H02, EVA also affects firm value positively measured by MVA. These 

results are inconsistent with the study carried by Aloy and Alfred (2014) who found no association between EVA 

and MVA. With respect to explanatory variables, we can see that the debt ratio is found significantly affect MVA 

in two years, 2015 and 2004, whereas the growth rate found to be significantly affect MVA in the year 2011. 

Generally, the result of present study is consistent with a lot of studies carried out in this area. Actually, we could 

say that MVA can be well predicted by EVA. 
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Table 6. Multiple regression results for the effect of EVA on MVA for the years 2011-2015 (controlled by the 

debt ratio and growth of firms) 

Years Variables 
Model Summary  ANOVA  Coefficients 

R R2 Adj.R2  F Sig.  B t Sig. 

2015 DebtR 

.899 .808 .796 

 

66.030 .000 

 75943842 6.059 .000 

 Growth   -29279095 -1.319 .194 

 EVA   10.165 13.680 .000 

2014 DebtR 

.861 .742 .725 

 

44.979 .000 

 40853725 3.350 .002 

 Growth   -9053213 -.875 .386 

 EVA   7.042 11.532 .000 

2013 DebtR 

.656 .430 .394 

 

11.842 .000 

 37165529 1.662 .103 

 Growth   9031532 .474 .637 

 EVA   4.501 5.661 .000 

2012 DebtR 

.428 .183 .131 

 

3.520 .022 

 9093651 .660 .512 

 Growth   5065269 .431 .668 

 EVA   1.379 3.161 .003 

2011 DebtR 

.580 .337 .295 

 

7.962 .000 

 18030204 1.774 .082 

 Growth   -29585459 -2.803 .007 

 EVA   1.904 4.455 .000 

Note. Dependent Variable:MVA. 

 

H03: ROA positively affects CSV-F for each year from 2011 to2015. 

This hypothesis has been drawn to determine whether ROA affects CSV-F positively in JPIF for each year 

from2011 to2015. As in equation 3, a multiple regression was run to predict CSV-F from ROA, the debt ratio and 

the growth of firms for all the years 2011-2015. 

CSV-F=αi+β1ROA+β2DebtR+β3Growtht+e                        (3) 

Table 7 presents the results of testing hypothesis H05 in the years 2011-2015. These variables were jointly found 

in all years where CSV-F was predicted to be statistically significant. In addition, all three variables added, in all 

years, statistical significance to the prediction p<.05, with the exception of 2011. In 2011, the variables did not 

add up to be statistically significant to the prediction>.05; (p=.066). At this level of details, ROA was found to 

affect CSV-F significantly in all the years. Therefore, we accept the hypothesis H03. In addition, ROA also 

affects CSV-F positively. With respect to the control variables, neither of the two variables, „DebtR‟ and „growth‟ 

were found to be affecting CSV-F significantly in all the years concerned. However, the researcher has not found 

any study conducted directly on the relationship between ROA and CSV-F, although this does not mean the 

absence of such studies. 

 

Table 7. Multiple regression results for the effect of ROA on CSV-F for the years2011-2015 (controlled by debt 

ratio and growth of firms) 

Years Variables 
Model Summary  ANOVA  Coefficients 

R R2 Adj.R2  F Sig.  B t Sig. 

2015 DebtR 

.496 .246 .198 

 

5.113 .004 

 62326856 1.862 .069 

 Growth   -15313972 -.279 .781 

 ROA   333351746 3.481 .001 

2014 DebtR 

.477 .228 .179 

 

4.622 .006 

 12379583 .477 .636 

 Growth   -39824719 -1.623 .111 

 ROA   273386342 3.686 .001 

2013 DebtR 

.424 .180 .128 

 

3.440 .024 

 11185118 .358 .722 

 Growth   6840629 .251 .803 

 ROA   258774010 2.995 .004 

2012 DebtR 

.425 .181 .128 

 

3.453 .024 

 -2989845 -.149 .882 

 Growth   -7100293 -.417 .679 

 ROA   131638367 2.935 .005 

2011 DebtR 

.375 .140 .086 

 

2.560 .066 

 6018431 .303 .763 

 Growth   -34992296 -1.592 .118 

 ROA   135796401 2.651 .011 

Dependent Variable:CSV-F. 
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H04: ROA positively affects MVA for each year from 2011 to2015. 

This hypothesis has been drawn to determine whether ROA affects MVA positively in JPIF for each year from 

2011 to2015. As in equation4, a multiple regression was run to predict MVA from ROA, the debt ratio and the 

growth of the firms concerns for each year 2011-2015. 

MVA=αi+β1ROA+β2DebtR+β3Growtht+e                         (4) 

Table 8 presents the results of testing hypothesis H04 in the years 2011-2015. These variables were found jointly 

in all the years statistically significantly where MVA was predicted. In addition, all the three variables added 

were statistically significantly to the prediction, p<.05, in all the years concerned. At this level of details, ROA is 

found to affect MVA significantly in all the years concerned. Consequently, the results confirm HypothesisH04 

and we accept this hypothesis; ROA positively affect firm value measured by MVA. These results are consistent 

with the conclusion of Roze et al. (2013), which indicated that financial criteria such as ROA are in direct linear 

and significant relationship with MVA. With respect to the control variables, the debt ratio was found to affect 

the MVA significantly in the year 2015, whereas the growth rate is found to affect MVA significantly in the year 

2011. However, mixed results were found regarding the relationship between EVA, accounting measures and 

creating shareholders. 

 

Table 8. Multiple regression results for the effect of ROA on MVA for the years2011-2015 (controlled by debt 

ratio and growth of firms) 

Years Variables 
Model Summary ANOVA Coefficients 

R R2 Adj.R2 F Sig. B T Sig. 

2015 DebtR 

.468 .219 .169 4.382 .008 

76305713 2.551 .014 

 Growth -11478797 -.234 .816 

 ROA 276789034 3.234 .002 

2014 DebtR 

.477 .227 .178 4.610 .007 

35777498 1.665 .102 

 Growth -29993022 -1.478 .146 

 ROA 222692412 3.631 .001 

2013 DebtR 

.418 .175 .122 3.325 .027 

29426282 1.096 .279 

 Growth 13147065 .562 .577 

 ROA 204129711 2.752 .008 

2012 DebtR 

.403 .162 .109 3.036 .038 

14548244 1.003 .321 

 Growth -1211836 -.098 .922 

2011 ROA 94893281 2.925 .005 

 DebtR 

.473 .224 .174 4.516 .007 

16807078 1.500 .140 

 Growth -36914384 -2.974 .005 

 ROA 91928573 3.177 .003 

 

H05: EVA is superior to ROA in explaining the changes of CSV-F for JPIF over the period 2012-2015. 

This hypothesis has been drawn to determine whether EVA is superior to ROA in explaining the changes of 

CSV-F for JPIF over the period 2012-2015. As in equations 5 and 6, a simple regression was run to predict the 

changes of CSV-F for the four years 2012-2015. 

ΔCSV-Ft=EVAt-1+e                                     (5) 

ΔCSV-Ft=ROAt-1+e                                     (6) 

Table 9 presents the results of testing hypothesis H05 in the years 2012-2015. Here, EVA is found to be 

statistically significantly in predicting the changes of CSV-F for JPIF over the period 2012-2015. In all the years, 

it is added to be statistically significantly to the prediction, p<.001. Thus, in relation to ROA, it is found to be 

statistically significantly in predicting the changes of CSV-F for JPIF in two years, 2012 and 2013, and it is 

added, in these two years, to be statistically significantly to the prediction, p<.001. 

Taking a closer look at Table 9, we can see that EVA demonstrates explanatory powers in the years 2012, 2013 

and 2015, with much more done by ROA. What is notable is that the two variables had a same explanation 

power in the years 2014 for EVA and 2013 for ROA. In general, these results do support the hypothesis that EVA 

is superior to ROA in explaining the changes of CSV-F for JPIF over the period 2012-2015. Therefore, it could 

be said that the results confirm the hypothesis H05. 
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Table 9. Simple regression results for the effect of each of EVA and ROA on the changes to CSV-F for the years 

2012-2015 

Variables Years 
Model Summary ANOVA 

R R2 Adj.R2 F Sig. 

EVA- CHCSV-F 2015 .740 .548 .539 59.470 .000 

 2014 .471 .222 .206 13.998 .000 

 2013 .775 .600 .592 73.627 .000 

 2012 .531 .282 .268 19.283 .000 

ROA-CHCSV-F 2015 .107 .011 -.009 .569 .454 

 2014 .043 .002 -.019 .090 .766 

 2013 .471 .222 .206 13.991 .000 

 2012 .400 .160 .143 9.315 .000 

 

H06: EVA is superior to ROA in explaining the changes of MVA for JPIF over the period 2012-2015. 

This hypothesis has been drawn to determine whether EVA is superior to ROA in explaining the changes of MVA 

for JPIF over the period 2012-2015. As in equations 7 and 8, a simple regression was run to predict the changes 

of MVA for four years 2012-2015. 

ΔMVAt=EVAt-1+e                                  (7) 

ΔMVAt=ROAt-1+e                                  (8) 

Table 10 resents the results of testing hypothesis H06 in the years 2012-2015. EVA is found to be statistically 

significant in predicting the changes of MVA for JPIF over the period 2012-2015 while, it is added, in all the 

years, to be statistically significant to the prediction, p<.001. ROA is then found to be statistically significant in 

predicting the changes of CSV-F for JPIF in two years, 2012 and 2013, and it is added, in these two years, to be 

statistically significantly to the prediction, p≤.018. 

As can we see in Table 10, EVA demonstrates explanatory powers in all the years, much more than done by ROA. 

These results strongly support the superiority of EVA to ROA in explaining the changes of MVA for JPIF over 

the period 2012-2015. Therefore, it could be said that the results succeed in confirming the hypothesis H06. 

These results are inconsistent with the studies carried out by Biddle et al. (1997), Clinton and Chen (1998), 

Ramana (2005) and Kim (2006). 

 

Table 10. Simple regression results for the effect of each of EVA and ROA on the changes of MVA for the 

years2012-2015 

Variables Years 
Model Summary ANOVA 

R R2 Adj.R2 F Sig. 

EVA-CHMVA 2015 .668 .446 .435 39.525 .000 

 2014 .507 .257 .242 16.920 .000 

 2013 .529 .280 .266 19.076 .000 

 2012 .587 .344 .331 25.708 .000 

ROA-CHMVA 2015 .191 .037 .017 1.860 .179 

 2014 .084 .007 -.013 .348 .558 

 2013 .357 .127 .109 7.147 .010 

 2012 .331 .109 .091 6.012 .018 

 

6. Conclusion 

These days, the main objectives of firms have shifted to the creation of value and achieving satisfactory returns 

through increasing profitability and shareholders‟ wealth. There are many indicators that can be used to measure 

CSV, including CSV-F and MVA. On the other hand, the measurement and evaluation of value and the 

performance of firms have become a very important concern. Therefore, the firm should choose the use of a 

performance measure that could lead to maximising shareholder returns and, consequently, the value of the firm. 

This study has two main objectives. The first is to address the relationship between EVA and CSV in JPIF listed 

on the ASE, comparing it to the traditional accounting measures represented by ROA. We have found that both 

EVA and ROA have a positive and significant influence on CSV measured by Fernandez Model and MVA for 

each of the years2011-2015.Therefore, the results confirm the general hypotheses that these two measures affect 
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CSV positively. With respect to the explanatory variables used in the study (i.e. the debt ratio and growth rate), 

we have found that the effects of these variable differ from one measure of CSV to another and from one year to 

another. Nonetheless, we can say that the explanatory variables were found, jointly, in all years to be statistically 

significant in predicting CSV for all measures with the exception of ROA-CSVF in the year 2011. 

The second objective of this study has been to address the possible superiority of EVA to ROA in explaining the 

changes of CSV for JPIF over the period 2012-2015. With regard to CSV-F, EVA has demonstrated explanatory 

powers in the years 2012, 2013 and 2015 much more than that performed by ROA, although the two variables 

had the same explanatory power in the years2014 for EVA and 2013 for ROA. In general, these results support 

the superiority of EVA to ROA in explaining the changes of CSV-F for JPIF over the period 2012-2015. With 

regard to MVA, ROA was found to be statistically significant in predicting the changes of CSV-F for JPIF in two 

years; 2012 and 2013, whereas EVA showed explanatory powers in all the years, to a much greater extent than 

ROA. This strongly supports the superiority of EVA to ROA in explaining the changes of MVA for JPIF over the 

period 2012-2015.  

The study revealed that CSV is influenced by EVA and ROA, both of which are utilised in this study. In general, 

the superiority of EVA in predicting and evaluating the CSV can now be taken in a conclusive and positive light 

compared to ROA. Summing up then, the results of this study suggest that one financial measure cannot be 

enough to measure neither the created shareholders value nor the performance of firms. 

JPIF can get a handle on the measurement of created shareholders value using a combination of two main 

models, the Fernandez Model and MVA. In addition, for the purpose of performance evaluation, JPIF can also 

use a combination of the two main indicators, EVA and ROA. Up until now, there have been no regulations in 

Jordan to compute and disclose these measures in the public firms. Therefore, this study is highly recommended, 

JPIF is to give more attention to the use of modern indicators, especially CSV, MVA and EVA, in assessing and 

evaluating their value and performance. 

7. Limitations 

This study has utilised a limited number of measures to show the relationships between CSV and performance 

measurement. Different measures could be affecting such relations, either positively or negatively. Therefore, the 

use of other measures has been suggested to confirm the relationships between the variables. In addition, the 

sample of the study only contains the industrial firms listed in ASE. We would hence suggest the inclusion of the 

other industries in future studies. 
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