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Evaluating the effectiveness of EVA on the value of cash holdings

Abstract

Criterion to evaluate economic value added (EVA), reduces the agency problems and lead
managers to cash management, improve investment efficiency and operational performance
based on the interests of shareholders and creating value for the company. In this regard, the
present study evaluate the moderating effect of performance evaluation based on economic
value added on the value of cash holdings in listed companies of the Tehran Stock Exchange.
To test hypothesis, data from 125 firms in the 5-year period 1387 to 1393, using a panel data
analysis in econometrics Eviews software, was investigated. The results of first and second
model of study hypothesis showed that the EVA performance evaluation by inhibiting over
(under) investment, improve the level of investment. In addition, the results of the third
hypothesis suggests that EVA as an accounting performance measurement, improved the
company value of cash holdings. Overall, the findings point to the fact that EVA performance
evaluation index as an evaluation criterion of accounting practice, by preventing over (under)
investment is leading to enhancing corporate value and cash holdings

Keywords: EVA , Performance evaluation , The value of cash holdings, Overinvestment ,
Underinvestment



