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The Empirical Research of Pharmaceutical List Companies

based on Economic Value Added

ABSTRACT EVA represents the profit that is depicted as after tax net profit deducts all the
capital cost, which also can be recognized as the true value creating for the shareholders.
Pharmaceutical industry, which is high-tech and interdisciplinary, is involved in some aspects as
National health, social stability and economic development. Objective: The purpose of this article
is to evaluate the EVA performance of pharmaceutical listed company during 2005 to 2009. Then
to predict the performance of the next three years based on the practical approach. Method: The
EVA and REVA of listed company of biology and pharmaceutical are calculated to divide
pharmaceutical industry into 4 fields, such as chemical medicine, Chinese medicine,
bio-pharmaceutical and medical device to compare and discuss. Besides, factors like location,
listed age and firm size are considered later. The prediction is under the help of GM(1,1) model to
calculate the EVA of 2010 to 2012 . Results: The average EVA of 88 companies is197709777.64,

average REVA is 0.0676.Based on the analysis, it is safe to say that the ability of creating value of
the whole pharmaceutical industry is stable and increasing year by year. Especially that the
development of traditional Chinese medicine industry is prominent and chemical drug companies
have the largest average EVA. Besides, the EVA of medical devices, bio-pharmaceutical is
relatively high that could bring more profit for the investors. From the point of geographical,
enterprises of east, north, south of China performs better while that of Southwest and Northwest of
China performs worse. From the point of time, enterprises of SMEs board listed in 2004 perform
well, which is attributed to the drive of Biological products Company, however, their ability of
Anti-risk must be improved. As a whole, for EVA, large enterprises are dominating. On the other
side, there are many medium and small enterprises in China, which is worth to consider and notice
for managers. In this research, calculated data of EVA from 2005 to 2009 are used to predict and
tested the future value of EVA and REVA of listed medicine companies. The outcome shows that
the average EVA and REVA of listed medicine companies will increase in the next three years.
Finally, considering factors of value driver, bring EVA into management decision and value

management system of enterprise, some advices are proposed in order to promote business
i
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performance, improve the management system and ultimately maximize the profit of shareholders.
Conclusion: During the analysis by EVA, the results show that the pharmaceutical listed
companies’ performance is obvious good. Chinese medicine companies are particularly
outstanding. Differences of the geography and the scale of the enterprises are obvious. At last,the

GM(1,1) model has the feasibility to forecast that EVA value.

KEY WORDS: EVA Value Management Pharmaceutical List Companies Predict.
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