
Research Article
Practice of EVA-Based Balanced Scorecard in the Construction of
Performance Evaluation System

Dongwen Xie and Hui Deng

College of Accounting, Zhanjiang Science and Technology College, Zhanjiang 524094, Guangdong, China

Correspondence should be addressed to Hui Deng; 17125774@cumt.edu.cn

Received 25 May 2021; Revised 16 June 2021; Accepted 6 July 2021; Published 21 July 2021

Academic Editor: Sang-Bing Tsai

Copyright © 2021DongwenXie andHuiDeng..is is an open access article distributed under the Creative CommonsAttribution
License, which permits unrestricted use, distribution, and reproduction in any medium, provided the original work is
properly cited.

In the current era of new economy, the competition between enterprises is becoming increasingly fierce. In many performance
evaluation tools, EVA’s balance sheet scorecard has gradually become a more convenient management tool for organizations to
implement strategies. .e introduction of a balanced scorecard (if used properly) in the company’s performance evaluation will
greatly improve the management efficiency of the organization and play a better role in promoting the enterprise to achieve the
best resource allocation. .is article aims to analyze the status quo of the EVA balanced scorecard in the performance appraisal
system and its implementation in the enterprise through an overview of the relevant concepts and basic theories such as the
balanced scorecard, combined with the theory of enterprise performance evaluation, such as the balanced scorecard. And strategic
performance evaluation theory and other related theories established a series of effective management methods that match the
EVA balanced scorecard. Use performance management system model calculation and performance evaluation system design to
study the role of EVA-based balanced scorecard in building the performance evaluation system. Exploring the EVA balanced
scorecard through experimental research can not only really improve the shortcomings and problems of the single performance
appraisal system used by enterprises but also make it more in line with the company’s strategic development requirements and
promote the realization of the strategy. .e goal of the company: the experimental results of this paper show that 80% of the
company’s operating conditions in the EVA-based balanced points performance evaluation have increased year by year and also
confirmed that the EVA performance management system is a future-oriented performance management system.

1. Introduction

At present, the market economy situation is full of many
unknowns, the growth rate of the world economy slows
down, and the growth and development of real enterprises
are full of variables. As far as circulation is concerned, the
policy support provided by the government can help
stimulate, but it will also exceed the purchasing power of the
consumer market in advance. .e market volatility in recent
years will be very large. In this economic environment, only
by changing the internal performance evaluation system, the
company can stimulate business vitality to a greater extent,
improve the company’s internal competitiveness, create
differentiated advantages, seek more room for growth, and
maximize its value. Economic value-added cards and bal-
ance scores are both effective tools for evaluating company

performance. After the in-depth development of the bal-
anced scorecard, its application scope is expanding, and
some enterprises also began to gradually use the balanced
scorecard for enterprise performance evaluation. However,
the setting of the evaluation index is not reasonable, and the
implementation effect is not good. In order to design the
performance evaluation system reflecting the actual business
effect of enterprises, it is very necessary to combine it with
the actual operation situation of enterprises.

.is article establishes that a comprehensive EVA bal-
anced scorecard to improve the corporate performance
evaluation system is very important. It can not only improve
the shortcomings and deficiencies of a single performance
appraisal system and better exert the effect of performance
appraisal but also make performance appraisal more in line
with the company’s strategic development requirements
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from the selection and design of key performance indicator
strategies. Strategically, it improves the overall and promotes
the realization of strategic goals. EVA can be used as an
indicator to measure the performance and value of an en-
terprise to make up for deficiencies and reflect the true status
of the enterprise. .e index reflected by EVA tends to
maximize the value of the company, which is the same as the
interests of the company’s managers and shareholders,
providing more reference value for the rights and interests of
enterprises. And EVA pays more attention to the healthy
and lasting development of enterprises, avoiding long-term
profits in exchange for immediate short-term profits.
.erefore, this article uses EVA to represent the company’s
performance and value to make the research more valuable.
With the idea of EVA becomingmore andmore popular and
the comprehensive promotion of EVA performance eval-
uation by SASAC, EVA has gradually become an important
tool. Today’s hot financial indicators, but with the intro-
duction of new indicators, will certainly be accompanied by
a variety not in line with the actual situation of China’s
enterprises. It is a matter of the international situation.
Stenster’s EVA calculation adjustment project involves more
than 160 items. After each item is adjusted, the result is the
most accurate, but the cost is also huge, which is not
consistent with the actual situation. .e principle of com-
prehensive cost-effectiveness: secondly, the EVA formulas of
SASAC and Guotai’an are for all industries; obviously, this is
not in line with the principle of realistic logic.

EVA has been used for a long time in the development of
the world economy, and the current domestic enterprise
market has generated great interest in it. .e theoretical
community has begun to conduct a lot of research on it, and
many companies have also begun to implement it in the real
world. It is used as the core of the corporate performance
evaluation system. Berlot believes that the combination of
accounting foundation and EVA evaluation value is not a
short-term goal, but a performance evaluation indicator that
focuses on long-term development. .is indicator can truly
reflect the business performance of the company, but there is
no specific direction [1]. Carter analyzed the EVA content by
researching statistical literature and analyzing the history of
EVA research by local researchers and looked forward to the
future research trends. He believes that the EVA imple-
mentation process, related salary design, cross-random re-
search, and detailed research are carried out on the EVA
model applicable to China’s national conditions, but there is
a lack of specific experimental data [2]. Maltz believes that
the advantages and disadvantages of EVA performance
evaluation indicators have been analyzed. .e introduction
of EVA can improve the management structure of enter-
prises, establish the concept of capital cost, increase utili-
zation rate, and promote investment decision-making.
However, EVA has its limitations and may not reflect the
company’s cash flow; therefore, EVA should be calculated
according to the data of financial statements. When state-

owned enterprises make information public, the corre-
sponding EVA balanced scorecard in the accounting
statements will be adjusted to the research and survey data
applied by the company, but this will cause the reliability of
EVA to decrease [3].

.e innovation of this article is to analyze the use of EVA
as a substitute for other performance indicators in this article
and conduct research on companies that use EVA. EVA is
different from our traditional accounting indicators that
represent corporate earnings. EVA reflects the business
performance and value of the company from a new per-
spective. Its concept brings the interests of the company’s
shareholders and management closer together. It solves
some shortcomings of traditional accounting indicators and
pays more attention to the healthy and sustainable devel-
opment of enterprises. .erefore, this article uses EVA to
replace traditional accounting indicators to explore the
relationship with external financing structures.

2. EVA Performance Evaluation System Model

2.1. Principle Analysis of EVA Performance Evaluation.
EVA refers to the remaining profit after deducting the cost of
capital invested in operating income [3, 4]. .e essence of
economic benefits is the income of the company, which can
measure the company’s benefits and performance more
accurately, so as to more accurately reflect the value creation
or value destruction of the company in different ways [5].
.e calculation formula is EVA� net operating profit after
capital occupation after tax∗weighted average cost of
capital ratio. .e main data source of the EVA performance
management system is the financial indicators of the en-
terprise. .rough the organic integration of corporate fi-
nancial indicators and technical processing, value drivers
classify corporate financial indicators [6, 7]. .ese data can
be divided into tactical level, strategic level, and business
level [8]. At the same time, compared with the related en-
terprise value growth method, the economic added value of
the enterprise and the EVA index of the enterprise can be
obtained. Finally, the performance management system
realized by the EVA index of the enterprise is called the EVA
performance management system [9].

2.2. Determine the Model Weight Coefficient. EVA is a
performance measurement standard based on the time
period operation. Mathematically, it is equal to net operating
profit after tax minus the cost of debt and equity [10, 11]. It
can be expressed as the following formula:

EVA � NOPAT − Kf × FACC. (1)

.e constructed weight matrix is used to obtain the
maximum value of the feature λ and the corresponding
feature vector V. It is the weight of the relative importance of
each indicator at the current level and the corresponding
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indicator at the upper level [12, 13]. .is article uses the
square root method to find the specific value and specific
vector of the judgment matrix and calculates the output of
each element of the judgment matrix row:

Fi � 
n

j�1
aij. (2)

Calculate the nth root of F:

Hi �
��
Fi

n


. (3)

Normalize the vector H:

Vi �
H


n
i�1 Hi

. (4)

In order to measure the degree of deviation of the
judgment matrix from consistency, a specific matrix value
must be tested [14, 15]. .e endurance test is used to judge
the reasonableness of the weight obtained. If the test passes,
the normalized vector is a weight vector; otherwise, it is a
negative vector. If it fails, the judgment matrix must be
reconstructed into features corresponding to the maximum
value of its vector matrix:

BI �
λmax − n

n − 1
. (5)

2.3.Design of ScoringMethod. After determining the weights
of different indicators in the rating system, when calculating
the scores of different key indicators, due to the different
types of rating indicators, it is impossible to directly compare
them. .e indicator data must be standardized [16]. .is
paper uses the efficiency coefficient method to first deter-
mine the number of standard indicator data to obtain in-
dicator scores [17, 18]. For the superlarge indicators, the
efficiency coefficient method can be directly used to calculate
the excess work efficiency and recovery rate. For very small
indicators (such as the death rate of one million tons), the
reciprocal is converted to the maximum value of the effi-
ciency method used for processing [19, 20]. .e specific
formula is as follows:

H � a +
F − m

M − m
× c. (6)

.e overall result of the enterprise performance evalu-
ation is calculated using the comprehensive index method,
and the calculation formula is as follows:

F � 
n

i�1
Hiθi. (7)

2.4. EVAMatrix Consistency. .e analytic hierarchy process
has strong operability and can skillfully combine quanti-
tative and qualitative indicators in decision-making and
planning, so its application degree is high. .e evaluation
index system is composed of environmental quantitative
indicators and qualitative indicators such as performance

and responsibility. .erefore, the analytic hierarchy process
(AHP) is used to construct the evaluation index system and
determine the index weight, and the fuzzy comprehensive
analysis method is used for a comprehensive evaluation,
calculating the consistency ratio FR:

FR �
FH
FH

. (8)

When calculating the EVA evaluation index, it needs to
be weighted according to the actual capital structure of the
enterprise. .erefore, the capital cost level of each enterprise
is not consistent. In the case of adopting a uniform average
cost of capital rate, it may not be conducive to the operators
to optimize the debt financing structure and to make a profit
distribution policy that is more conducive to investors; the
formula is as follows:

Q � Hf + β × HmHf . (9)

2.5. EVA 2eoretical Framework. EVA valuation model is
based on the concept of EVA. EVA is a kind of business
performance evaluation index developed by S TEM
STEWARD consulting company in 1933. In Europe and the
United States, both famous multinational companies, such
as Coca-Cola and Siemens, and many small- and medium-
sized enterprises are actively using EVA to evaluate the
business performance of enterprises, which has brought
good results. .e basic connotation of EVA: the balance of
the company’s adjusted net operating profit after tax minus
the opportunity cost of its invested capital (including equity
capital and debt capital) is expressed by the following
formula:

EVA � NOPAT − Gt × HBt−1. (10)

But the cost of equity capital and debt capital is not the
actual cost of equity and debt capital, but the opportunity
cost of equity and debt capital. .e cost of equity capital is
determined by the capital asset pricingmodel, and the cost of
debt capital can be determined by the benchmark interest
rate of medium- and long-term bank loans with a term of
3–5 years:

ROIC �
NOPAT
HBt−1

. (11)

EVA � ROI − Gt( HBt−1. (12)

3. EVA Performance Management System

3.1. 2e Structure of EVA Performance Management System.
EVA performance management system is a management
system that increases value. Its main management structure
can be divided into four different parts according to the
value of the enterprise, including performance appraisal
system, management system, incentive system, and con-
ceptual system. .e first step of the EVA performance
evaluation system is the performance evaluation system,
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which is mainly responsible for evaluating the performance
of the departments and related personnel related to the EVA
performance management system. It is the foundation of the
EVA performance evaluation system and the main source of
EVA performance data. It is also an indispensable tool for
the implementation of the EVA performance evaluation
system. .e second step is the management system, which
scientifically manages the operation of the enterprise
through performance evaluation and increases the realiza-
tion of enterprise value. .e third step is the incentive
mechanism, which is mainly used to motivate and motivate
every employee and every department in the enterprise to
work hard to improve the value of the enterprise. .e fourth
step is the conceptual system, which is a value and code of
conduct that goes deep into the heart of every employee of
the company and guides every employee and every de-
partment of the company to the direction of adding value to
the company. In the EVA performance management system,
these four modules are interrelated and complementary.

3.2.2eApplication Status of EVA inMyCountry. China has
now integrated into the wave of the world economy, and its
domestic interests have gradually begun to heat up. .e
theoretical circle has begun to conduct a lot of research, and
a large number of companies have begun to regard it as the
core of the corporate performance evaluation system in the
practice circle. Among them, many well-known enterprises
such as Tsingtao Brewery have become the company’s
successor customers, and enterprise groups such as Huawei
Electric Company, Group, and Xuji Group have also begun
to implement. Since my country still has some imple-
mentation obstacles, such as capital cost barriers, because
my country’s capital market is still a weak and effective
market, it is difficult to determine the required capital cost
value capital asset pricing model when using it.

3.3. Advantages and Disadvantages of EVA

3.3.1. Advantages of EVA. .e cost of capital has been in-
cluded in the calculation. Calculating the cost of capital to
truly reflect the operating results is the most important
feature of EVA. Compared with traditional profit indicators,
EVA comprehensively includes the various costs of cor-
porate capital in the calculation, and the residual income
obtained can be used as the true value-added of the en-
terprise. EVA pointed out that corporate equity capital is not
cheap. If the daily business fails to protect the interests of
shareholders, there will be a situation in which shareholders’
rights and interests “walk around”, leading to shareholders’
withdrawal. When income exceeds the cost of all capital, the
company is creating value; otherwise, it is destroying value.
EVA more accurately reflects the company’s business per-
formance and value creation results. Corresponding per-
formance evaluation indicators have also developed from the
traditional evaluation basis, which is based on accounting
profit as themeasurement purpose. Adjusting the company’s
accounting profits accordingly, all capital costs are evaluated
from four dimensions.

3.3.2. Disadvantages of EVA. It does not reflect nonfinancial
indicators. .e EVA value is completely based on financial
information, all of which are historical data, reflecting the
residual nature of the company’s past operating conditions.
And usually, it can only reflect the resultant information but
not the process information that led to the result. However,
one of the purposes of performance evaluation is to discover
the problems and deficiencies in the operation of the en-
terprise, make timely corrections, and provide forward-
looking guidance for the development of the enterprise.
.ese are often reflected by some nonfinancial information.
Only when financial and nonfinancial information are
comprehensively incorporated into the performance eval-
uation system can the value creation of an enterprise be
accurately measured, which is not conducive to the long-
term development of an enterprise to a certain extent.

4. Application of EVA in Corporate
Performance Evaluation

4.1. Core Concept of EVA. .e core concept of EVA is the
cost of capital. .e cost of capital refers to the return a
company hopes to obtain from the economic decision of
investing in currency, including the cost of debt capital and
the cost of equity. From an investor’s point of view, the cost
of capital is the maximum return that an investor may obtain
in other investment projects that the investor has abandoned
due to investing in the project. From the company’s point of
view, the cost of capital is another investment project that
investors give up by making the most of the capital for profit.

4.2. Company Performance Evaluation Based on EVA.
.e company calculates after-tax net profit based on the
EVA index 2017–2020, readjust interest expenses, R&D
expenses, government subsidies and staff training expenses,
and investment income to find the company’s after-tax net
profit from 2017 to 2020 as shown in Figure 1.

According to the regulations of the State-Owned Assets
Supervision and Administration Commission and the ad-
justment method of this article, the company needs to adjust
according to it; the calculation of the debt capital cost rate of
the enterprise company capital is shown in Table 1.

4.3. Calculating the Rate of Cost of Equity Capital. Using
statistical methods to find the company’s ß coefficients from
2017 to 2020, according to the above explanation and the
calculated ß value, find the company’s cost of equity capital
from 2017 to 2020..e risk-free rate of return on the balance
sheet is calculated according to the benchmark interest rate
for six months to one year published by the people’s Bank of
China, as shown in Figure 2.

Based on the above, the EVA value of the company from
2016 to 2020 can be obtained by contacting the results of the
above explanation, as shown in Table 2.

Based on the EVA value calculated by the method in
Table 2, make a 2017–2020 EVA change chart, and perform a
performance analysis of the company’s operating condi-
tions, as shown in Figure 3.
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From Figure 3, it is obvious that the EVA value of the
company from 2017 to 2020 has a large increase in 2018 and
then shows a decreasing trend, but the overall EVA value of
the four years is positive. .is shows that the company’s
capital increase in 2014 was the largest, and then the capital
increase gradually decreased, but the capital increased every
year for 4 years. .e rapid increase in capital in 2018 should
be related to the company’s strategic expansion plan. In
2018, the company has a large-scale expansion in sales areas
and sales. According to the increase in EVA value, EVA is a
set of performance evaluation systems based on the com-
pany’s strategic design, which combines the company’s fi-
nancial indicators and nonfinancial indicators. Business
indicators are combined, starting from the company’s long-
term goals, and gradually decomposed into the company’s
short-term goals, which promote the development of the
company. In the implementation of relevant performance
indicators, the company’s strategic objectives are taken into
account to avoid the conflict between strategic objectives and

short-term objectives. .e construction process of the EVA
performance evaluation system is shown in Table 3.

.e performance evaluation system based on EVA needs
to take the company’s strategy as the guidance, start from the
company’s mission, vision, and values; closely focus on the
company’s strategic focus; decompose the company’s stra-
tegic objectives to the department level and staff level; and
effectively promote the realization of the company’s strategic
objectives. .e selection of EVA performance evaluation
indicators should be based on actual conditions, where
qualitative indicators are used when the quantification is not
possible, and quantitative indicators are used when quan-
tification is possible. .e qualitative indicators and quan-
titative indicators are combined to achieve complementary
advantages and obtain scientific and reasonable perfor-
mance evaluation indicators. In the process of building a
performance evaluation system, we should pay attention to
its operability. A good performance evaluation system ul-
timately depends on good execution. Relevant indicators
should be practical, concise, and easy to operate, which can
not only reduce workload but also improve work efficiency
and accuracy.

4.4. Index Weight Setting. According to the company con-
tent (financial dimension, customer dimension, internal
business dimension, learning growth dimension) and the
index weight commonly used by domestic and foreign
scholars in the academic circles, set the method to construct
the hierarchical model as shown in Figure 4.

Based on the analysis of the weight of each index of the
four dimensions, it can be concluded that the design of the
index and weight is basically in line with the overall strategic
objectives of the company. Bank expects to improve its risk
prevention and control ability on the basis of maintaining its
current profitability. In terms of enhancing the user expe-
rience and expanding the market share, customer satisfac-
tion and market share are relatively high in the customer
dimension. .e strategic goal of the internal process di-
mension is to standardize the business process. It is not
difficult to see that its setting is consistent with the strategic
goal of the enterprise by analyzing the weight of various
indicators of the learning and growth dimension. .at is,
people-oriented, it can retain talents and improve the
working ability of employees. Different industries, different
capital structures, different scales, and different stages of
development lead to different enterprises. .e risks are
different, so different industries and different investors will
require different return on capital..e weighted average cost
of capital ratio is different. .e managers of enterprises
should allocate the capital structure reasonably to improve
efficiency. It can optimize the weighted average cost of
capital, maximize the value of the enterprise, and then
maximize the value of shareholders. .e average cost of
capital ratio is one of the three key factors to calculate EVA.

4.5. Balanced Scorecard. Balanced scorecard performance
appraisal mechanism is mainly through the enterprise
customer, operation process, finance, learning, and growth
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Figure 1: Net operating profit after tax (unit: ten thousand yuan).

Table 1: Loan interest rate and debt capital cost rate.
Project name 2017 2018 2019 2020
Borrowing rates 6.0% 5.6% 5.0% 4.2%
.e cost of debt capital 4.5% 4.5% 3.9% 4.3%
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of these four aspects of in-depth discussion and the long-
term strategic objectives of the enterprise level by level
decomposition, to transform the company’s strategy into
measurable and operational indicators as shown in Figure 5.

In the process of applying a balanced scorecard, modern
enterprises often combine the balanced scorecard with KPI.
In the specific use, the enterprise or organization is

required to subdivide the enterprise’s long-term strategic
objectives and enterprise’s comprehensive KPI into two
aspects: employee KPI and internal department KPI.
.rough this layer-by-layer decomposition, make the en-
terprise’s strategic objectives into the objectives of each
employee, and on this basis, carry out relevant performance
evaluation of KPI.

Table 2: .e company’s EVA value from 2016 to 2020 (unit: ten thousand yuan).
Project name 2017 2018 2019 2020
Net operating profit after tax 34,095 112,490 116,727 92,333
Total capital 216,854 1,386,877 1,127,036 699,220
Weighted average cost of capital ratio 11.73% 8.90% 4.95% 11.78%
EVA 9,332 80,494 61,898 12,881
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Figure 3: .e company’s EVA changes from 2017 to 2020.

Table 3: Construction process of the performance evaluation system.

Serial number Technological process
1 Define the company’s mission, values, strategy
2 Draw a strategic map
3 Decompose the objectives layer by layer
4 Establish EVA performance evaluation system
5 Implement the performance plan
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5. Conclusions

.is article takes EVA as the starting point of the core
indicator of value maximization, decomposes it, and de-
termines the driving factors of corporate value creation. .e
job of corporate managers is to create value for the company.
Performance evaluation based on EVA can better use salary
as an incentive. Managers create more value for the com-
pany. .e comprehensive scorecard is a brand-new per-
formance evaluation method, helps enterprises to establish
effective incentive mechanisms, follow the principle of
performance evaluation system construction, guided by
value drivers, select the evaluation index, use the analytic
hierarchy process to scientifically assign the weight of the
index, formulate the evaluation method, and establish a new
performance evaluation system. It helps promote internal
communication, employee participation, and the develop-
ment of corporate learning culture. In the process of EVA
implementation, we should always pay attention to com-
munication. Only whenmanagers and employees at all levels
have a correct understanding of the enterprise strategy and
plan, they cannot conflict with the implementation of the
balanced scorecard and then accept and support it. Although
there are many problems in the communication mechanism
of the company, in addition, due to the poor communication
effect, it provides the corresponding basis for the imple-
mentation of the balanced scorecard, the company’s com-
munication mechanism can be improved in the next step to
adapt to the new performance management system.
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