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ABSTRACT
179650

This study aims to investigate a measurement of the performance of the Provincial
Waterworks Authority Savings Cooperative Limited between 1995-2004, using the economic
value added concept as a study instrument. In addition, a comparison has been made on the
performance assessment approach using the accounting and financial measures, including making
sensitivity analysis of various circumstances.

The findings reveal that the Cooperative’s economic value added was positive
throughout due to, perhaps, constantly decreasing capital cost, resulting in the Cooperative’s
steadily dimishing weighted average capital cost (WACC) despite the fact that the Cooperative’s
structure of debt and capital was normally utilized to generate debts, rather than the capital from
the owners. Furthermore, from 1998, the capital cost of debts (K,) was higher than that of owners
(K)). Consequently, if there was an adjustment of the structure of debt to capital (debt/capital)
ratio again, this would result in the Cooperative’s rising economic value added.

Based on the study of a trend in the Cooperative’s future performance including
sensitivity analysis consequence, it is obvious that the fact that the growth rate of net operation
profit after tax (NOPAT) is lower than the growth rate of employed capital will result in the
Cooperative’s declining economic value added, which may be down to negative in the future.

Additionally, it has been found that the rate of return evaluated based on financial
measures was all positive. The net profit margin has rather a stable trend while other margins
(ratios) had a decreasing trend. The performance measurement based on financial measures, and
that based on the economic value added concept, were different in that the former look into
account only explicit costs as appeared in the profit/loss statements, while the latter also included
implicit costs for a calculation. As a consequence, the turnover derived from the economic value
added calculation was less than financial measures because there were deducting opportunity

costs of shareholders.





