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A Study of Relationship between EVA and Value Drivers
— The Case of Networking Product Companies in Taiwan

Student : Kuo-Lung Liao Advisor : Dr. Gwowen Shieh

Graduate Institute of Management Science College of Management
National Chiao Tung University

Abstract

This research studies the networking product companies in Taiwan by analyzing
historical data from 2000 to 2007 through the use of multi regression method. The emphasis
of this research is the relativity between economic value added (EVA) and five value drivers
(sales growth rate, EBIT, WACC, working capital, and capital expenditure) as well as the
company age. We expect to find out the key value drivers influencing the EVA of a company
as a reference for managers of the companies in making company operational strategies,
planning improvement principals for performances and seeking increasing benefits of the
companies.

The results of this research are shown as below: 1. the most important value driver is
EBIT. 2. The insignificance of the positive relativity between sales growth rate and EVA as
well as capital expense and working capital to EVA shows that these three value drivers have
no significant contribution to company's profit making ability. 3. The insignificance of the
negative relativity between WACC and EVA as well as company age to EVVA shows that
these two factors have no significant influence to company’s EVA because the investment
risk of the industry is stable and the company age is no old enough.

Key words: Economic Value Added, EVA, Value Drivers, Networking Industry
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A2 PR A el

i

&% |EVA(F¥)| SG(%) |EBIT(F #)| WACC®%) | WC(F #) | CE(F &) | YE(#)
2000 134.1249 12.60] -533.9230 18.28|  583.5790|  115.2930 20
2001 200.9016 -6.09| 2,355.7990 18.22|  601.4660|  -68.7290 21
2002 163.0337 -5.12|  -759.8570 14.64| 1,266.5590|  -25.1260 22
2003 211.9744 -12.18| 1,003.9680 13.38| 1,941.7850|  -54.0240 23
2004 370.0738 38.93| 1,371.5520 13.73| 2,411.1510 9.9970 24
2005 523.2234 5.53| 1,637.0770 14.45| 2,050.8120|  -58.1450 25
2006 469.2715 7.28| 3,044.8970 16.41| 1,597.4160|  38.4470 26
2007 -173.1630 -36.91| -804.7850 14.93| 1,349.5910  -33.7360 27

LB A B
&% |EVA(F¥)| SG(%) |EBIT(F )| WACC(®%) | WC(F &) | CE(F #) | YE(#)
2000 605.1044 16.12| 2,039.9860 17.34| 4,200.2670|  347.6540 13
2001 866.6593 23.65| 3,077.7610 14.21| 6,117.5420|  -60.0720 14
2002 1,110.5135 9.49| 3,527.9720 15.24| 6,204.3940| -110.9970 15
2003 1,110.5135 -12.96| 2,553.2880 18.33| 3,017.9210| -1,312.8530 16
2004 1,347.6629 35.25| 3,441.5770 18.57| 3,375.8380| -436.2590 17
2005 973.4640 -5.50| 3,085.0950 18.64| 1,909.1160|  958.3700 18
2006 871.3627 -79.71]  703.3400 18.15| 1,394.5600|  -10.3390 19
2007 975.2162 -52.67|  573.3430 18.09| -593.2700|  -21.2130 20

RN
&% |EVA(F¥)| SG(%) |EBIT(F )| WACC(®%) | WC(F &) | CE(F &) | YE(#)
2000 775.2115 36.58| 2,238.6690 16.87| 2,307.3950| -577.6570 12
2001 1,850.0420 36.20| 4,377.2130 1475/ 6,130.8030| 2745260 13
2002 1,327.4144 -8.12| 3,742.5700 16.04| 6,816.2790| -106.5780 14
2003 464.6614 -0.58| 2,989.6540 16.55| 3,253.9160| -309.3310 15
2004 355.7633 13.17| 2,836.7460 14.20| 3,848.9840|  -44.2070 16
2005 290.1614 -25.11| 2,542.4630 14.41| 3,380.3860| -196.4680 17
2006 -77.8476 11.39| 2,334.0260 15.80| 2,483.7070| -119.4030 18
2007 -230.6198 -12.41| 2,077.0130 16.39| 2,452.0930 -215.1520 19
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AL A Beh)

ENA EVA(F &) | SG(%) |EBIT(F #)| WACC(%) | WC(F &) | CE(F &) | YE(#)
2000 53.2684 118.79| 1,105.0120 14.82|  844.3850 20.4060 11
2001 82.7525 -1.33| 1,135.8000 14.40| 2,242.9140 12.1360 12
2002 183.4718 46.29| 1,891.1790 13.49| 2,382.4560 24.7870 13
2003 286.4702 36.92| 2,455.9410 13.27| 3,837.2120 49.5450 14
2004 428.7393 45.32 3,421.5990 13.10| 4,949.2690 90.2000 15
2005 385.0104 18.90| 4,136.5170 13.05| 6,202.1160 -8.7700 16
2006 320.2170 -0.57| 3,963.4070 12.32| 6,126.0900| 539.8310 17
2007 520.8503 7.19| 4,053.9640 13.20| 6,488.6420|  -39.8880 18

AR RN S
EPS EVA(F #)| SG(%) |EBIT(F #)| WACC(%) | WC(F &) | CE(F &) | YE(#)
2000 517.5255 41.07|  200.0770 16.42|  237.8650 8.5660 8
2001 481.3122 29.42|  273.8660 16.16|  333.0430| -105.3490 9
2002 970.7123 103.12|  461.2790 15.42|  654.7760 95.0620 10
2003 1,428.2708 101.44|  813.1780 12.39|  894.3220|  390.6440 1
2004 2,128.7756 31.93| 1,014.0770 14.17|  779.6680 4.1270 12
2005 2,247.6821 12.56| 1,109.8120 14.33|  710.6810|  -10.3900 13
2006 1,317.8493 61.68| 1,223.1920 14.54|  668.0720|  -51.6590 14
2007 1,188.0362 11.52| 1,535.1680 14.25|  957.2080 53.2440 15

LR RS =
EPS EVA(F #)| SG(%) |EBIT(F #)| WACC(%) | WC(F &) | CE(F &) | YE(#)
2000 -13.0506 -24.62|  174.4560 12.31|  626.5020 53.6270 11
2001 123.7879 24.66|  360.5720 11.90| 691.3380|  -16.1990 12
2002 78.3726 13.60|  326.3450 10.90/  595.6990 -9.8570 13
2003 -43.4153 -22.96|  159.9800 9.62| 608.2180|  -30.9540 14
2004 -90.8743 -30.10|  124.2840 10.81)  309.9780|  -39.5400 15
2005 -63.7678 451  143.1930 10.56|  256.5220|  -15.4530 16
2006 -126.7921 -30.80 77.3110 10.97|  367.3910| -244.3400 17
2007 -69.2992 -36.03 51.5370 10.70|  475.5320 -4.6980 18
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e IR R A~ R

ENA EVA(F &) | SG(%) |EBIT(F #)| WACC(%) | WC(F &) | CE(F &) | YE(#)

2000 -15.8418 -16.09|  303.3210 15.73| 1,201.9770 18.5690 20
2001 -136.3627 -22.59|  110.6900 15.45|  997.9760|  -93.4940 21
2002 -155.1363 11.21 59.7240 15.34|  761.2080|  -44.9420 22
2003 -213.5919 -41.96 23.9850 15.60| 586.2730|  -13.3790 23
2004 -51.2484 74.03|  165.7450 15.47|  497.3700|  -16.3360 24
2005 -132.8536 0.49|  168.3330 14.97| 514.4290|  -34.2930 25
2006 26.6022 4.75|  155.7450 15.18|  542.7070|  -18.5940 26
2007 9.5099 241 1717770 15.28|  604.0440 8.0910 27
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