
Home   All Journals   Economics, Finance & Business   Financial Analysts Journal   List of Issues

 Volume 53, Issue 3   The Search for the Best Financial Perfor ....

Volume 53, 1997 - Issue 3

Financial Analysts Journal 

1,906

Views  

149

CrossRef citations to date 

0

Altmetric

FEATURE ARTICLES

The Search for the Best Financial

Performance Measure
,Jeffrey M. Bacidore ,John A. Boquist  &Todd T. Milbourn Anjan V. Thakor

Pages 11-20 | Published online: 02 Jan 2019

 Cite this article   https://doi.org/10.2469/faj.v53.n3.2081

     References  Citations   Metrics   Reprints & Permissions

 Read this article  Share

Abstract

Refined economic value added (REVA) provides an analytical framework for evaluating

operating performance measures in the context of shareholder value creation.

Economic value added (EVA) performs quite well in terms of its correlation with

shareholder value creation, but REVA is a theoretically superior measure for assessing

whether a firm's operating performance is adequate from the standpoint of

compensating the firm's financiers for the risk to their capital. In this article,

comprehensive statistical analysis of both REVA and EVA is used to estimate their

correlation with and their ability to predict shareholder value creation. REVA statistically

outperforms EVA in this regard. Moreover, the realized returns for the 1988–92 period

for the top 25 REVA firms were higher than the realized returns for the top 25 EVA firms.
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