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Preferences of Economic Value Added
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Associated Professor of Gtu

Management realized on cost basis equires more inde-
pendence for modern companies. At the end of 1980 ies
appeared a new conception —company management based
on economic value added (EVA) which today is the best
conception and excepted by many companies.

EVA is a simple method and is meant that the from
should create such flows of free cash owing to which the
benefit exceeds necessary profitability norm. This made the
methods to be popular in the whole world and academic
circles as well.

To define the company efficiency is a key issue in man-
agement aspect. Material benefit of the company strategy
etc are dependent on this.

One of the main differences of EVA from other indices
of efficiency is that it does not take into consideration all
cost expenses on business management —both explicit ex-
penses and implicit expenses.

Corrections realized during EVA defining are used for
various businesses: mining, service, financial and industry,
because the value driver will always be assets of different
types which are not considered in standard methodic of ac-
counting.

It is necessary to define key factors of economic profit
as a measure of strategic efficiency of company business in
order to create effective system of management.

This is possible on the basis of econometric analysis.

The figure of EVA is simple to calculate on the one
hand and on the other hand it enables us to estimate not
only fundamental value but it may be used as the indicator
of change and as that of company business efficiency at any
time moment. Today theoretic and practitioner are particu-
larly interested in this.
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