













































































































































































































































































































































































































































































CHAPTER 5: DATA ANALYSIS _GiL_RESULT PRESENTATION -1

Figure 5.3 Association of explanatory variables with MVA- univariate regression

_ Table 5.8-B Relative value relevance test (Individual variables)

Variable Adjusted R® | Rank Order |
__EPS 21.89% | 1

RI 19.12% 2

EVA 18.18% E

NOPAT 11.10% 4

OCF 10.10% 5

RONW 7.66% 6

N [ 763% 7
| ROCE 760% | 8 |

In the second step, a set of tests were conducted to know which of the eight predictors of
shareholder value provides value-relevance beyond that, provided by other measures. In these
tests, each of the eight independent variables was paired alternatively with each other in a

multivariate regression to know their relative information content when paired with each other.
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5.5.2.1.1 Value relevance of Economic Value Added (EVA) over other measures

The value-relevance of EVA over various performance measures was examined using
following pair wise regressions:

MVA; = botbEVA, + by Rl + €y (5.23)
MVA, = bo+b]EVAil + by NI, + €5, (524)
MVA| = bgtb; EVA; + by, NOPAT;, + ¢; (5.25)
MVA; =bgtbEVA; + b, OCF;, + ¢4 (5.26)
MVA, = botbEVA; + bbRONW;, + ¢, (5.27)
MVA; =botbEVA, + bROCE, + ¢ (5.28)
MVA; = borbEVA; +bEPS; + e (5.29)
Where

MVA, = Market Value Added for firm i in period ¢

EVA, = Economic Value Added for firm i in period ¢

EPS; = Earnings Per Share for firm 7 in period ¢

ROCE, = Return On Capital Employed for firm i in period /

RONW, = Return On Net Worth for firm / in period ¢

OCF; = Cash Flows From Operations for firm / in period /

NOPAT, = Net Operating Profit After Tax for firm i in period

NI = Net Income for firm / in period ¢

RI; = Residual Income for firm i in period ¢

e, = random disturbance term

by = constant term

The pair-wise fixed effects panel data regression results of above models are summarized
in Table 5.9. It is clear from the table that regression coefficients of all the models except 5.28 are
statistically significant and are found to be positively associated with MVA of the sample

companies.

Further examination of R” and adjusted R reveal that out of seven alternative pairs of EVA
and traditional performance measures, combination of EVA and EPS has highest R* and Adjusted
R? of 25.69 percent and 17.43 percent respectively. This is followed by combination of EVA and
NI with a value 19.19 percent and 17.35 percent respectively for R* and adjusted R*. Also
combination of EVA and ROCE has not only lowest R* and adjusted R* (19.17% and 10%
respectively) values and not statistically significant. ANOVA results also confirms that all the
models are statistically significant (p< 0.01) and pair wise combination of EVA and traditional

measures have significant value relevance in explaining the MVA. Overall results suggest that out
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