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The Optimizing Model of Capital Structure
of State-owned Enterprises Based on EVA

LI Xiao-ping, HE Yan

(College of Political Education, Sichuan Normal University, Chengdu, Sichuan 610068, China)

Abstract: From the discussion of whether there exists a best capital structure in the enter-
prise and the relationship between EVA and effect factors of capital structure, one can conclude
that EVA is a comprehensive effect factor of capital structure of an enterprise. Thus, once EVA
is introduced into financing decision-making of the state-owned enterprises, EVA per share anal-
ysis, a model of optimizing capital structure of the state-owned enterprises, can be set up. By re-
flecting cost of equity capital, cost of debt capital, tax effect and market environment, EVA per
share analysis can calculate EVA per share and the corresponding sales volume uninfluenced by
financing modes so that finally it can judge the capital structure. That analysis will, in practice,
help the management to control capital cost, improve capital structure and give full play to EVA’
s guiding role in value creation.

Key words: EVA; state-owned enterprises; capital structure; EVA per share analysis
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