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Variance analysis receives some criticism as a performance measure. What about other measures such as ROI and EVA?

Do research on the Internet and show the reference for the information.
Solution: Economic Value Added (EVA) is a far superior method of measuring the performance of a company in comparison to variance analysis. Return on investment (ROI) is also the performance measuring tool but not effective as EVA model. Among the available three methods EVA seems to be the most effective & practical method. EVA reflects what share of true profit lefts after considering the cost of capital covering both debts as well as equity component. It reflects the true profit considering the cost of capital which is not factored in the rest two methods. ROI is quite confusing as it can be easily altered to meet the requirement. In arriving to the cost of the investment one can easily manipulate the numbers to affect the ROI figure. Higher the ROI better is the result. Still it’s common in practice because it is less complex & easy to calculate. Variance analysis does not make any significant contribution; it’s just to reach out the inferences between the actual & the budgeted one’s.
Check the below mentioned links for the reference:

· http://www.evanomics.com/download/Evaroi.pdf
· http://www.eurojournals.com/irjfe_59_04.pdf
· http://maaw.info/ABKYBook/ABKYChapter12.htm
