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Abstract

With the globalization of economy, industries are facing increasingly greater challenges.
Business integration, both internally and externally, is undoubtedly an important topic.
However, how does an enterprise create its own value will be the key to an enterprise’s
success in the future. Therefore, this study bases on the evaluation of company value to as-
sess the key factors and competitive strategies of an enterprise. Yet, only with stable enter-
prise performance can the company value be correctly evaluated. This will be an important
issue for enterprise performance and business strategy. Subject of this study are mainly small
and medium-sized enterprises (SMEs). Model construction for SME value assessment is es-
tablished through the system dynamics approach. Scholars’ opinions on literature validation
and application of Delphi Method are explored through literature review on local and foreign
studies, in order to compile the relevant perspectives and indices for enterprise value
creation. Hence model construction of the value creation system is established, and the cor-
relation between the perspectives and related factors is explored to understand the overall
dynamics model of SMEs’ value creation system. Consequently, a research method based on
the system dynamics perspective is provided for the study of enterprise value creation is
provided, as policy reference for improvement of decision-making and value creation.
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1. Introduction

With the rapid industrial development and the rigorous competition of local enterprises,
value creation within an enterprise will certainly become the key factor for its success. And
enterprise evaluation is beneficiary to the creation of its value, and may provide en-
trepreneurs and managers with an effective tool to maintain its competitive edge in the in-
dustrial development and changing environment. With the globalization of economy, industries
are facing increasingly greater challenges. Business integration, both internally and externally,
is undoubtedly an important topic. However, how does an enterprise create its own value
will be the key to its future success. Therefore, based on the evaluation of company value,
the key factors and competitive strategies of an enterprise are assessed. With a stable enter-
prise performance, its current status can be analyzed and future performance can be eval-
uated and predicted, and this will constitute value for each level of an enterprise and help
enterprise’s decision-making. However, factors affecting the assessment of enterprise value are
multifaceted, and hence can be highly unstable. So finding a suitable evaluation method and
model is the very means to correctly assess the company value of an enterprise. This will
be an important topic for enterprise performance and business strategy. In enterprise value
management, emphasis on performance evaluation is becoming more and more important.
And in the framework of value management development, how to integrate management with
each level of operation and make a smooth business operation become very important issues.
For the method of assessing enterprise value, not only a suitable evaluation method is pro-
posed to achieve the result of evaluation, but also the relevant perspective models are estab-
lished for the internal workflow of the enterprise and for value creation. It is only in this
way that each department and level of operation in the enterprise can complement each oth-
er and run smoothly, and so major aspects of enterprise performance can be profoundly ex-
plored for an understanding of the enterprise’s real value.

Value management is a very important topic among industries recently, and most industries
emphasize only the solution and evaluation of the assessment model, but ignore the correlation
of various levels of an enterprise, and hence, fail to achieve the best operational model. This
study compiles and analyzes local and foreign literature, and proposes the relevant perspectives
and factors that affect enterprise evaluation. Furthermore, model construction for all relevant
systems is established, and their difference and relation is discussed, so as to make an overall
performance evaluation of Small and Medium-sized Enterprises (SMEs). This study targets mainly
at SMEs, and focuses on the following aspects: (1) Discuss the perspectives and relevant factors
of the assessment of SMEs’ value management; (2) Understand the relevant perspectives of value
assessment and the correlation among various levels of operation; (3) Validate the difference
and correlation of relevant perspectives with the Delphi expert questionnaire; (4) Establish
the model construction for SMEs’ value creation with the system dynamics approach.
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2. Literature Review

2.1 Definition of SME

The SMEs play an important role in the rapid economic development. They provide free
competition in the market and good services, create job opportunities and incubate excellent
professionals, promote social advancement. Consequently, SMEs’ operational problems and
their value creation in the changing environment and under industrial competition become
important issues. Different countries have different definition for SMEs, and their general
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characteristics are “small in scale,” “weak competitiveness,” “numerous in numbers,” etc.
Due to the different national situation, environment, economic development of different coun-
tries, their definition for SME differs as well. Therefore, we can see that definition of SME
varies, and should be flexibly adjusted according to the characteristics of different industries
[15}). In Taiwan, SME is defined according to the “Criteria for Small and Medium
Enterprises” amended and announced by the Ministry of Economic Affairs in 2000. SMEs
are enterprises with legal company registration or business registration that fulfill the follow-
ing criteria: (1) In manufacturing, construction, mining and quarrying industries with paid-up
capital under NT$80 million; (2) In agricultural, forestry, fishery and husbandry industries;
public utilities; commercial sector; transportation, warchousing and communication industry;
financial, insurance and real estate industry; commercial service sector; social and personal
service sector with an annual sale turnover in the previous year less than NT$100 million.
Based on the guidance provided by various authorities, the following number of full-time
employees may be used as the identifying criterion for specific industries, which then are
not subject to the restriction of the above regulations: (1) In manufacturing, construction,
mining and quarrying industries with number of full-time employees less than 200; (2) In
agricultural, forestry, fishery and husbandry industries; public utilities; commercial sector;
transportation, warehousing and communications industry; financial, insurance and real estate
industry; commercial service sector; social and personal service sector, with number of
full-time employees less than 50. Moreover, the SMEs meeting the following criteria are
called small-scale enterprises (hereafter referred to as small enterprises): (1) In manufacturing,
construction, mining and quarrying industries with number of full-time employees less than
20; (2) In agricultural, forestry, fishery and husbandry industries; public utilities; commercial
sector; transportation, warehousing and communications industry; financial, insurance and real
estate industry; commercial service sector; social and personal service sector, with number of

full-time employees less than 5 [15].

2.1.1 Characteristics of SMEs
In the industrial transformation, SMEs’ ability to keep their steady growth lies in some of
their characteristics, which make them capable of smooth growth and development towards
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internationalization under the rapidly developing economy. These operational characteristics of
SMEs are described below [15]:

1. Energetic entrepreneurship: Since owners of SMEs possess sufficient autonomy and are
responsible for their own success or failure, they are highly motivated for venture and
full of risk-taking adventurous spirit. They work overtime, break through difficulties and
work hard for themselves, for business opportunities and for profits.

2. Sensitive responsiveness: Due to their small scale and low investment, SMEs could en-
ter and leave market easily. Therefore, they are highly flexible and responsive to
changes in the environment and the market.

3. Tendency towards export-orientation: SMEs in Taiwan are export-oriented. Large enter-
prises provide raw materials and services for their processing, manufacturing, trans-
portation and sales. Altogether they form a mutually beneficial and inter-complementary
economy, and lead to a phenomenon that “small enterprises dominate the overseas;
large enterprises dominate the domestics.”

4. High business risk with little resources: SMEs can be established easily and closed
quickly, especially in the first few years of establishment. Since resources are little,
they may easily wind up due to poor operation if the entrepreneur is not capable.

2.2 Value Management

Before an enterprise proposes its value management, it has to make considerable evaluation
first, so that the enterprise could achieve better operation. How to create its value during the
value management process is a very important topic. Based on the compilation and analysis of
relevant local and foreign literature, this study proposes the relevant perspectives of value assess-
ment, and suggests the establishment of an overall construction system for value management. In
this section, local and foreign literature on value management is reviewed to organize the rele-
vant studies on enterprise value management. The result is shown in Table 1 below.

Table 1. Definition of value management

Scholars Definition

Armitage and | Value based management (VBM) is the description of a management philosophy built on the principle
Fog [38] |of creating economic benefits.

Department of| A team of qualified members performed analysis on the performance, reliability, quality, safety, cost
Energy [55] |of service life, and operating function for the improvement of products, systems or procedures.

Condon and | Value based management is a management philosophy, which uses analytical tools and procedures
Goldstein [49]|to make the organization focus on the single objective of reinforcing shareholder’s value.

It is a service that develops from concepts to completion by examining decision-making of the
Liu and Mei |enterprise’s value system, and to commission for the maximization of the project’s functional

[70] value. VM is an organized method to provide necessary functions with the lowest cost, and an
organized way to identify and eliminate unnecessary costs.

Simmes (86] Value based management is a management approach to maximize shareholder’s value by earning
an excess return over the cost of capital.
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2.3 Empirical Studies in Local and Foreign Literature

Most literature on value assessment worldwide focuses on evaluating the effectiveness and

relevance of the evaluation models. There are relatively less studies on the application of en-

terprise value and the assessment indices. Local and foreign studies that explore the evalua-

tion models of value creation in different industries are organized in Table 2 as follows.

Table 2. Summary of local and foreign literature on value creation

Presenting
scholars

Subjects of
study

. Literature summary

Huang [23]

Food
industry

Listed companies in Taiwan are subjects of this study. Discounted free
cash flow model, discounted abnormal earnings model, price-earnings
(P/E) ratio, price book value (P/B) ratio, price cash flow ratio are used
to analyze the result, for comparing the difference between the theoretical
value and actual value of a company, and exploring the relevance of dif-
ferent evaluation models on food companies.

Hua [7]

Chunhwa
Telecom

This study employed Copeland’s cash flow evaluation model to explore the
enterprise value, and to compare the evaluated results with actual share price
for validating the effectiveness of the model, and to conduct discounted cash
flow assessment for processing data. Moreover, with sensitivity analysis, all
assessment variables’ impact on the stability of enterprise value assessment
was examined. And the assessment variables were analyzed for their policy
implications to entrepreneurs and managers.

Yeh [26]

Electrcnic
industry

The author used seven evaluation models: Free cash flow to the firm
(FCFF), free cash flow to assets (FCFA), economic value added (EVA), P/E
ratio, book value ratio, sale ratio and option pricing, to assess 61 electronic
companies and 61 non-electronic companies listed before 1997 for the in-
dividual share prediction differences of the sample companies from 1997 to
1999. T-test was used to determine whether there was significant difference
between electronic and non-electronic companies using various evaluation
models. Results showed that FCFF had the most accurate prediction on elec-
tronic companies, followed by EVA and then P/E ratio.

Chiou [8]

Electronic
engineering

industry

The author used six evaluation models to assess the electronic engineering
industry in Taiwan, namely discounted cash flow model, discounted ac-
counting earnings model, P/E ratio, book value ratio, sales ratio and op-
tion pricing. This study took 22 listed electronic engineering companies
which were listed before the end of 1999 as the subjects of study, the
period from 1992 to 1999 as the model establishment period, and from
2000 to 2003 as the model prediction period. Correlation analysis, Theil’s
U value and sales percentage were used as the studying methods. It
could be seen from the predictive performance index and Theil’s U value
that book value ratio was the best predictive model.

Chen [18]

Service
industry

It is the enterprise evaluation analysis of President Chain Store Corp.
The study evaluated President Chain Store Corp., the company in case,
based on its financial reports from 1996 to 2001. The chain stores’ prof-
itability, risks and potential for future growth was explored from the fi-
nancial reports in recent years. Breakdown analysis was carried out on
President Chain Store Corp’s key factors of value for its evaluation.
Evaluation analysis was made with discounted cash flow model, with
DCF earnings-oriented and DCF sales-oriented approaches of assessment,
and then a reasonable value of the enterprise could be evaluated.
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Huang [22]

Information
electronic
industry

The information electronic industry in Taiwan was chosen as the subject
of study, with the economic value added (EVA) as the assessment index
of the companies’ finance. Value creation of upstream, mid-stream and
downstream synergic manufacturers in the information electronic industry
was explored. Objective of the study was to understand the different val-
ue creation model of different manufacturers, and that EVA has consid-
erable influence on the financial policy of an enterprise.

Chen [17]

Electronic
industry

Three evaluation methods, namely traditional discounted cash flow (DCF)
model, adjusted present value (APV) model and P/E ratio, were used to
assess the actual value of enterprises, and to scrutinize the difference be-
tween actual value and market price of the enterprises. Investment deci-
sion was made based on this difference. Results found that P/E ratio
showed the smallest difference between theoretical price and market price,
followed by APV, and DCF showed the largest difference. Investment
performance was positively related to the price difference. The reason
why the DCF generated the largest difference between theoretical price
and market price was guessed to originate from the fact that electronic
manufacturers tended to have extremely high re-investment rate, and so
earnings growth rate is also high, leading to a higher theoretical price
than the market price.

Ferguson
and Leistikow
[60]

Company
internal

The study calculated the company’s net assets with NOPAT, and com-
pared the relation of economic value added (EVA) and refined economic
value added (REVA) with abnormal stock returns. Management decision
that increases shareholders’ wealth is similar to abnormal stock returns,
and the elements of abnormal stock returns are related to the value of
these decisions measured by the management decision. But if the returns
scheme is based on abnormal stock returns, it may maximize wealth or
lead to unnecessary major mistakes. The EVA basic returns scheme may
avoid being related to abnormal stock returns, and hence prevails over
REVA.

Baker [42]

Company
internal

In this study of value creation and destroy of the Beatrice Company, the
analysis provided various findings that can systematically explain the en-
terprise value created by conglomerate merger, but the acquisition targets
of this type of merger are limited to small companies. What need to be
assessed are the various financial and management resources that the ac-
quired companies may bring to the merging company. Such transactions
could eventually generate substantial economic benefits. Moreover, it can
be proved from the history of Beatrice that organizational structure and
company governance are important to the creation of economic value. For
value creation in Beatrice, internal policies and organizational structure
did play a significant role.

Berger et al.
[44]

Company
internal

It proposed that the company value would reflect the put value that its
shares contained, that is, the liquidation value at which the company
would be given up to the creditors. Analysis was conducted on selected
samples which were more relevant to liquidation value. In fact, evidence
showed that when the cash flow with the continued operation expectation
being controlled, share value would increase with the liquidation value.

Damodaran
[53]

Company
internal

The enterprise value of Amazon.com was evaluated with the DCF model.
It was thought that with the sales growth rate and earnings growth rate
at that time, the enterprise value should not be able to support the share
price. After this, Amazon’s share price fell to the evaluated value.
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2.4 Enterprise Evaluation

Most of the past literature emphasizes the proposal of value evaluation model in an in-
dustry to study the assessment of value, rather than the process of value creation. In con-
trast, this study aims at a less touched on part in the past literature, that is, the value crea-
tion process. Relevant local and foreign literature was collected, and literature review was
conducted to validate and organize the process of value creation. The process concluded here
was used as the value creation process framework in this study. In addition, this study explored
the system dynamics model, which was constructed from a system dynamics perspective.

2.4.1 Value Creation Process of Enterprises

This section focuses mainly on the compilation and organization of major research results
of local and foreign scholars on the topic of enterprise value creation in recent years. Due
to the increasingly rigorous industrial competition in recent years, how to create company
value through the relevant factors of its value creation becomes more and more important
for enhancing the company’s competitiveness. Since there are many scholars studying the
topic of enterprise value creation, and scholars’ views and opinions are highly similar, this
section organizes the literature on past studies, and selects representative scholars and their
research findings. Major concluding factors in the past literature are organized and numbered
in Table 3 as follows.

Table 3. Numbering of value creation process

No. Major factors No. Major factors
1 Aspiration and goal 8 Structural decision-making
2 Investment portfolio management 9 Strategic coordination
3 Internal improvement 10 Resources allocation and planning
4 . Organizatiorial design 11 Benchmark setting
5 External improvement 12 Communication of value
6 Value driving factors 13 Awarding system
7 Performance management

After literature validation of the above table, this study adopts the value creation process
proposed by Copeland, which is more representative, for the establishment of system dynam-

ics model construction.

3. Research Method

This study builds the model construction of enterprise value creation with system dynam-
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ics, and use the system dynamics software Vensim 5.0 as the tool for constructing the sys-
tem dynamics diagram. The research method and framework of this study are described and
analyzed below, supplemented with exploration and discussion of past studies on system

dynamics.

3.1 System Dynamics

3.1.1 Definition and Origin of System Dynamics

System dynamics was first brought up by the American researcher Forrester in 1956,
when a computer-simulated model was created, which integrated an experimental method of
systematic analysis, decision-making theory and information feedback control theory to form
an overall theoretical basis [52]. It was mentioned in Hsieh’s book [32] that system dynam-
ics was a method to study the behavioral characteristics of an organization or enterprise’s
system dynamics. How the structure, policy and delay of an organization or enterprise’s sys-
tems would interactively affect the growth and stability of its systems was illustrated through
the analysis of internal information feedback process and the computer simulation. It is done
mainly by establishing an enterprise and company model to determine the organizational
structure of the enterprise, the actual situation where business decisions take place within the
enterprise’s systems, and how it affects the success of the enterprise’s operation.

3.1.2 Characteristics of System Dynamics

It is stated in Deng’s book that since system dynamics integrates the message feedback,
decision-making theory and computer simulation technologies, it may effectively analyze the
problems that the enterprise systems face [31]. And in Tao’s book, he mentioned that system
dynamics mainly probes into the relation of structure and behaviors, and has five major
characteristics [20]:

1. High-level complexity: When establishing a model, an extremely important question is
which level should be included in the model, and these levels determine the complexity
of the model. System dynamics deals with systems of high-level complexity, and may
describe the complicated factors between quantity and variables.

2. Feedback: It means that the behavior of an initially triggering element would be af-
fected in return by the transmission of other factors or the effect of a series of
elements. It explains how different actions may mutually reinforce each other or offset
each other, including reinforcing feedback and regulatory feedback. And reinforcing
feedback may have benign cycle or vicious cycle, while regulatory feedback is typically
the source of stability and resistance.

3. Non-linear: the relation between elements may be non-linear, or even if it is linear, the
interactive relation may show a non-linear pattern because of the feedback process.
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4. Interweaving: The real world is interwoven with many causes and effects, but due to

limited information or experience, only segments on this interwoven chain are "seen.
This kills a lot budding systematic thinking. In fact, the feedback cycle cannot suffi-
ciently represent the complexity of relation among elements in an enterprise or social
organization, because each question involves some reinforcing and regulatory feedback
non-linear relation, being interrelated and interwoven.

Delay: Time delay happens when the impact of one variable on the other takes some
time to reveal. Longer or shorter time delay exists between any action and its result.
In fact, there is certain degree of time delay for all feedback processes, but such delay
is usually not obvious enough to be noticed and to cause fluctuation, and hence to add
to the dynamic complexity of the systems. Therefore, it may make improving actions
over-corrective, which exceed the effective preset goal.

3.1.3 Steps and Tools of Model Construction
In Hsieh’s [32] book on system dynamics, he proposed some basic model building and

experimenting steps that should be followed when conducting studies on enterprise systems

using the system dynamics approach. These basic steps provide good reference for the ex-

periment in this study. They are:

1.

Goal setting: Set the goal of the dynamic system development and define the problem
that needs to be solved.

. Description of the system’s status: Describe factors that affect the problem, and explain

the interrelation of all factors.

. Construction of mathematical model: Construct a mathematical model according to the

goal of the model and the interrelation of various factors.

. Simulation: Replace the real system with the model developed from Step 3 to simulate

the operating situation of the real system.

5. Elaboration: Elaborate the simulation result.

System rectification: Revise the system structure or policy according to the elaborated
result, so that the model bears greater resemblance to the real system and achieves the
best result.

Repetition of experiment: Repeat the aforesaid steps of review, amendment and experi-
ment, to improve the performance of the system until its actual run.

3.2 Local and Foreign Empirical Studies on System Dynamics

This study collates and organizes local and foreign literature on system dynamics, to probe

into the use of system dynamics in various industries, and discuss the correlation and rela-

tion among the industries. It goes deeper into the operation and analysis of system dynam-
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ics, and hence establishes the system dynamics perspective of value creation, for increasing
the benefits generated from value creation. Table 4 below summarizes the system dynamics

literature organized in this study.

Table 4. Summary of literature on system dynamics

Presenting
scholar

Subject of
study

Summary

Forrester [62]

Supply chain

Use the Dynamo software to build the system dynamics model for sup-
ply chain, and discuss the bullwhip effect. Make use of this effect to
reduce time delay and adjust a suitable feedback cycle to solve the
fluctuating phenomenon.

Wall et al.
[95]

Manufacturing
industry

Propose a dynamic behavioral model for the study of inventory policy, fi-
nancial policy, suppliers, customers and competition of a manufacturing
company, and point out that shortening inventory adjustment time when
sale fluctuation is great will result in even bigger fluctuation, and hence
loss of market share for the commodity. The proposed model focuses on
manufacturing organizations with a single product, and the discussion on
policies tends to be theoretical, so this is not suitable for applying to the
inventory policy analysis of retail industry.

Alonson and
Frasier [36]

Enterprises

Use system dynamics to discuss the just-in-time (JIT) inventory policy’s
impact on the company’s profit under different degrees of sales
fluctuation. Conclude that company’s profit will be affected because of
planning and management delay. And due to uncertainty in demand, the
delayed time will be even longer, leading to greater decline in in-
ventory and profit. It is also stated that the JIT inventory policy will
improve company’s profitability more effectively during great sales fluc-
tuation than during steady sales fluctuation.

Towill [93]

Supply chain

The bullwhip effect was called “supply chain dynamics” phenomenon.
It is based on the Forrester’s model, making use of system dynamics
to discuss the dynamic changes of supply chain, in an expectation to
avoid fluctuation arising from overstock.

Tung [28]

Semiconductor
industry

Develop Taiwan’s semiconductor production and sales model with the sys-
tem dynamics simulation approach, in order to analyze the changes of de-
mand in the IC market, and the impact of such scenarios as establishment
of production center, sudden reduction in raw materials, etc. on the
semi-conductor production and sales model. Through this, the interactive re-
lation between different manufacturers is simulated and studied.

Chang [12]

Semiconductor
industry

Mention seven different policy scenarios’ effect on the production and
sales of semiconductors, and integrate with the inventory management
approaches, to provide a reference for decision-makers at that time. But
no consideration has been put on the environment aspects such as
long-term development and global trend. Analysis was made only on
the domestic supply structure.

Li [5]

Supply chain
manufacturers

Discuss how the relevant components and finished products are affected
under the BTO model after our manufacturers have established ware-
house center in the local market, and then probe into the interactive re-
lation of inventory management between the supply chain manu-
facturers. However, the study did not explore the feasibility analysis of
relocation of Taiwanese production bases, and the evaluation of strate-
gic alliance among domestic suppliers of related components.
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Chen [16]

Automobile
industry

Present the supply chain characteristics of Taiwan’s automobile industry
by means of questionnaire interviews and literature review. Special at-
tention was given to major auto makers and parts manufacturers in
Taiwan. The current operation of physical material and information flow
was organized and analyzed.

Chan [27]

Military
weapons

Construct the major weapon system development model! in Taiwan with
the system dynamics approach. It is used to interpret the impact cre-
ated by the domestic weapon systems acquisition policy on the R&D
competence development of Chung-Shan Institute of Science and
Technology.

Cheng [30]

PC industry

Discuss Taiwan’s PC industry in three different production environ-
ments, ie., MTS, MTO, ATO, with different inventory policies, and
different styles of demand. Simulated analysis was conducted with the
model constructed by the STELLA software. Finally, gray relevancy
analysis was used to find out the best mix of inventory policies.

Shih {10]

Taiwan
industries

Construct dynamic models for different industries of Taiwan with the
system dynamics approach. Explore the different strategic choices and
analyses of various industries. The results were provided for entrepreneurs’
reference.

Chiou [9]

Automobile
industry

Explore the center satellite system network of Taiwan’s automobile
industry. Build a simulated model of the supply network with the sys-
tem dynamics approach. And the simulated model was used to conduct
experimental analysis, for identifying the efficiency relation of the inter-
active model between environmental factors and the supply network.

Huang {21]

Enterprises

Attempt to build a financial planning model that may assist financial
decision making, in expectation to incorporate the principles of system
dynamics, and the spirit and practices of objective management.
Construct the “corporate dynamic financial planning model” by applying
the simulation tool of system dynamics, to provide a financial planning
tool that is capable of repetitive simulated computation, and help enter-
prises revise their financial activities in a timely and proper manner.
Hence, the result of enhancing operational efficiency can be achieved.

Kao [11]

National
healrh
insurance

Build the model and policy analysis theory and practice by adopting
system dynamics, and construct a model that conform to the current fi-
nancial status of the national health insurance system, in order to find
out major factors that affect its financial status and the scope of the
effect. Conduct tests on some feasible suggestions proposed in the rele-
vant literature, trying to understand results of the suggested arrangement
under this model. Test whether some improvement measures are fea-
sible under the existing system, in the hope to contribute to the sus-
tainable operation of the national health insurance program.

Deng [31]

Information
industry

Make use of the system dynamics simulation method to analyze the in-
dustry’s global logistic management, in order to understand its impact
on the production and sales system. At the same time, the possible
changes that the industry may have to face in the future are analyzed
with the scenario simulation method, so that reference may be provided
for enterprises in developing their global logistic management.
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3.3 Framework of Enterprise Value Creation

Based on the compilation and analysis of local and foreign literature in Section 2, and
with the value creation theories proposed by many local and foreign researchers, this study
summarizes five value creation procedures recognized and agreed by most local and foreign
researchers among the 13 major value creation procedures. Therefore, among the scholars
proposing these five major value procedures, this study chooses to use Copeland’s [50-52]
value creation process as the research framework. The framework is used for the model
construction of the system dynamic perspectives. Analysis and model construction of in-
dividual sub-systems in the framework of enterprise value creation process are conducted.
Cause-and-effect cycle analysis of various sub-systems is done according to this research
framework. Major research procedures are divided into five main parts, detailed as fol-
lows:

1. Confirm business philosophy: At the beginning of the basic principle of corporate value
creation, a strong tool is needed to help the company achieve its goal. What the com-
pany needs to explore is how it can link values together, how to ensure coordination
among the company and employees and how to set the goal and aspiration. These are
extremely important issues. Effective business philosophy will push the company up to
the best value creation [19].

2. Conduct investment portfolio management: A company must determine the degree of
conformity of its current investment portfolio with its aspiration. Establishment of in-
vestment portfolio is not only a financial task, and so the company’s investment portfo-
lio must be able to incorporate its own strategic advantages, so that the company may
continuously seek opportunities to improve its performance. Three aspects (strategy, per-
formance, growth) of investment portfolio management are used to manage the com-
pany’s future growth path. If the company’s investment portfolio is in a good con-
dition, it is helpful in the performance management perspective for an in-depth explora-
tion of the organization and value creation [19].

3. Set down design of organizational structure: For value creation, having suitable organ-
izational design in suitable place is very important, because it ensures the systematic
execution of aspiration and strategies involved in value creation. Organizational design
is an essential factor influencing value creation management. Organizational structure
may obstruct or enhance performance in a number of ways. The core of a company
should reflect the source of its advantage, and a company that may successfully enter a
market is probably the most suitable for that market. The issue of in-depth discussion
of organizational orientation may narrow down the definition of value-based manage-
ment. But when a company attempts to make major changes for the creation of value,

it will find that issues relating to organizational orientation are still very important [19].
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4. Improve workflow management: In company workflow management, emphasis should be
put on internal improvement and external improvement. Internal improvement lies main-
ly in the establishment of value driving factors. The process of defining value driving
factors may help managers in the following three aspects. Firstly, it helps managers and
aides understand how value is created, and how to maximize the company’s value.
Secondly, it can help manager to prioritize the driving factors, and decide the allocation
of resources. Thirdly, it may hold managers and staff of a company together to achieve
the high-priority objectives. In external improvement, major focus lies in the in-
formation based on which investors make their resources allocation, investment decision
and decision workflow. Investors must accurately identify the major objectives and strat-
egies of the company, and must be able to implement and finish them with their man-
agement competence. They must also focus on market evaluation and the company’s
strategic plan. After the workflow management is improved, the company may achieve
better performance in its future growth [19].

5. Establish performance management: Establishing performance management is mainly dis-
tinguished as managing business performance and managing personal performance. To
enhance corporate performance, objectives of different levels in the company have to be
integrated. Business performance management is usually the key to value management.
Through this activity, managers may introduce value assessment indices, value driving
factors and the objectives pursued into their daily activities and decision making. To
ensure a good business performance management, three major parts must be properly
dealt with. Firstly, business entities must have clear strategies for creation of value.
Secondly, objectives must be set down, and explicitly linked up with specific value
driving factors. Thirdly, performance has to be regularly audited, to understand the ach-
ievement of kev performance indices. On the other hand, when a company is conduct-
ing personal performance management, a process than links personal behaviors with
overall value creation activities is needed. Incentives that stimulate and award personal
high performance are also needed. Just as business performance management, the proc-
ess of personal performance management should include objective setting and perform-
ance auditing. Personal objectives should be linked with the key performance indices
within one’s responsibilities, so that business objectives and personal objectives are con-
sistent [19]. ’

This study focuses mainly on the “business philosophy,

&6y

investment portfolio manage-
ment,” “design of organizational structure,” “workflow management” and “performance man-
agement” in the value creation process for perspective analysis, and it seeks to understand
the causal relation between various perspective variables after the analysis. The basis of the

system dynamics model is hence established.
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4. Empirical Analysis

4.1 System Dynamics Analysis of Value Creation Sub-systems

According to the literature review in Section 2, Copeland’s value creation process is chos-

en as the basis of constructing the system models, and it is distinguished mainly into five

sub-systems. Correlation of the perspectives and factors of various sub-systems are explored,

to establish the causal relation and sketch out the causal cycle diagram. Table 5 and Figure

I below show the causal relation chart of value creation and causal cycle diagram.

Table 5. Causal relation chart of value creation

Variables Variables . e
(Causes) (Effects) Relation Description
Conduct the value creation process according to the current
Current Assessed company status, to assess whether the company has been crea-
company value value ) ting value. Improvement and corrective actions are carried
out during the value creation process. [Organized in this study.)
In assessing the company value, different opinions and sug-
gestions of the company’s management team and managers
Assessed value GAP + should be integrated and analyzed, while standardized criteria
and procedures should be set down, to rectify the differences
in perception. [Organized in this study.]
Strictly conduct rectification of perceptual difference, to con-
GAP Business . solidate and unify the opinions of value creation, so that
philosophy activities of the value creation process can be smoothly
proceeded. [Organized in this study.]
In the company’s business philosophy activities, understand-
Busi Current ing the basic principle of the company’s value creation re-
usIness + i trong tool that may help the company achieve its
philosophy company quires a strong y help pany
value goal. In this way, the current company value, and how the
company creates value in the future can be assessed. [46]
After confirming and planning the company’s business phi-
losophy, investment portfolio management can be proceeded.
Busi Investment The company’s investment portfolio must be able to incorporate
usiness : . f - "
philosophy portfolio + its own strategic advantages, and continuously seek opportunities
management to improve its performance. Three aspects (strategy, perfor-
mance, growth) of investment portfolio management are
used to manage the company’s future growth path. [46]
After establishing investment portfolio management, the next es-
sential task is to conduct internal organizational design of the
company, because it ensures the systematic execution of the as-
Investment o L. piration and strategies involved in value creation. Organizational
: rganizational . . - : A b
portfolio desion + design is an essential factor influencing value creation
management g management. Organizational structure may obstruct or enhance
performance in many ways. Core of a company should reflect
. | the source of its advantages, and organizational design is the
most important core and basic structure of a company. [46]
A sound organizational design of a company is mainly in-
Organizational | Workflow + strumental to the smooth operation of workflow manage-
design management ment, so that the company may create better performance

during the workflow management. [46]
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Workflow man-
agement

Emphasis should be put on internal improvement an external
improvement in workflow management of a company. Internal
improvement. lies mainly in establishment of value driving
factors. The process of defining value driving factors may help
managers and the management in assessing performance
management. External improvement emphasizes mainly the in-
Performance formation based on which investors make their resources allo-
management cation, investment decision and decision workflow. And in-
vestors must identify the company’s major objectives and
strategies. They must implement and finish them with man-
agement competence, focus on the market evaluation and the
company’s strategic plan. In the workflow management activ-
ities, corporate performance management may be enhanced
through internal and external improvement. [46]

Performance
management

Establishing performance management in a company is mainly
distinguished into managing business performance and managing
personal performance. For enhancing the company’s perform-
ance, objectives on different levels of the company have to be
integrated for easy coordination and consolidation of perform-
ance management in the company. The most important goal is
to push performance management up to the best condition, so
that shareholder’s value can be maximized. [46]

Creation of
shareholder’s +
value

Creation of
shareholder’s
value

With the objective of creating shareholder’s value, it is ex-
plored whether the value creation activities have achieved the
company’s standard, and this becomes the basis on which the
company value is re-assessed. [46]

Assessment of]
current com- +
pany value

narrow the difference in

market cognition

curfent value of the
company

+

evaluate the current

value of the company  * value creation for
shareholders
+\
L)
. + establish a performance
GAP management system
Cat '
+
assure the improvement in the

Usiness value work flow management
\ +

+

management of
investment establish the design
combinations process of organizational
4 structure

Figure 1. Casual loop of value creation flow

Based on the causal cycle diagram of value creation process in Figure 1, this study tries

to establish the system dynamics models for all sub-systems one by one. And the result of

literature validation and analysis is used to understand the causal relation of various

sub-systems. Hence, the whole chain of value creation can be profoundly explored. After lit-

crature validation of various sub-systems, the result is analyzed, and the causal cycle dia-

gram and system flow diagram are established and the correlation of various sub-systems is

analyzed. The following sections will give detailed description of various sub-systems.
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4.2 System Dynamics Construction of Sub-systems

Based on the value creation workflow of Figure 1, this study establishes the causal cycle
diagram and system flow diagram for each sub-system. For the establishment of correlation
of the sub-systems, the correlation index of various sub-systems is validated against the liter-
ature, so as to conduct the model construction and analysis.

4.2.1 Construction Model of Business Philosophy Sub-systems

Table 6 shows the results of literature validation, which are used as the basis for con-
structing the system dynamic causal cycle diagram and system flow diagram, as shown in
Figure 2 and Figure 3.

Table 6. Correlation factors chart of business philosophy perspective

Variables (Causes) Variables (Effects) Relation| Description (References)
Current company value|Assessed value -
Assessed value GAP +  |Organized in this study
GAP Value cognition +
Value cognition Value orientation +  [[46, 51, 79]
Value orientation Goal setting + 139, 46, 51)
Goal setting Assessment index +  |[40, 51, 65, 70, 74]
Assessment index Value driving factors + |[51, 79]
Value driving factors |Quantified goal + [25, 46, 51, 79]
Quantified goal Shareholder’s value + |[[2, 51]
Core competitiveness |Goal setting + [[24, 78, 81]
Shareholder’s value Assessment of current company value + [37, 46, 51, 72, 74, 79, 88, 94, 98]

narrow the difference in

market cognition +

current value of the
company

+

evaluate the current
value of the company +

shareholders’ value

+

@ quantified goals
R + +
GAP
@ value driver
+ +
value-focused
thinking measurement
+ indicators
+

value orientation

.
set up goals

core +

competitiveness

Figure 2. Casual loop of business value management
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Figure 3. System flow of business value management

4.2.2 Construction Model of Investment Portfolio Sub-system

Table 7 shows the results of literature validation, which are used as the basis for con-
structing the system dynamic causal cycle diagram and system flow diagram, as shown in
Figure 4 and Figure 5.

Table 7. Correlation factors chart of investment portfolio management perspective

Variables (Causes) Variables (Effects) Relation Description
Current value Assessed value -
Assessed value GAP +  |Organized in this study
GAP Investment decision +
Investment decision Strategic decision + 1[51, 57, 72, 74, 81, 88, 90]
Market-analyzed advantage Strategic decision + |[80]
Stock market Strategic decision + ][51, 72]
Strategic development process Strategic decision + [51, 57, 76, 88, 90]
Strategic decision Investor communication +  |[25, 40, 87]
Investor communication External improvement and allocation + |40, 51, 72]
External improvement and allocation |Growth opportunity + 1[51, 72)
Growth opportunity Financial forecast + [[51]
Financial forecast Cash flow + [47, 51, 74, 80, 92]
Economic profit Cash flow + |[37, 46, 51, 73, 74}
Cash flow ’ . Assessment of current company value + [51, 54, 69, 81, 84, 96]
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Figure 4. Casual loop of investment combination management
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Figure 5. System flow of investment combination management

4.2.3 Construction Model of Organizational Structure Sub-systems
Table 8 shows the results of literature validation, which are used as the basis for con-
structing the system dynamic causal cycle diagram and system flow diagram, as shown in

Figure 6 and Figure 7.




146 A System Dynamics Study of Enterprise Value Creation~ the Example of Taiwan's SMEs

Table 8. Correlation factors chart of organizational structure perspective

Variables (Causes) Variables (Effects) Relation Description
Current company value Assessed value -
Assessment of current company GAP + |Organized in this study
value
GAP Company strategies +
Company strategies Organizational structure + [40, 41, 58, 74]
Organizational structure Internal design of organization + [48, 51, 61, 88, 95]
Internal design of organization [Organizational decision-making + [25, 43, 50, 74, 87]
Organizational decision-making |External influencing factors + [37, 74, 89, 90]
External influencing factors Resogrces allocation and +  |[72]

planning
Resogrces allocation and Organlzfitlonal coordination n [24, 40, 45, 58, 72, 73, 90]
planning mechanism
Organlzfitxonal coordiration Forecast of future prospect + st
mechanism
Structural decision-making Organizational coordination + |74, 971
mechanism
Forecast of future prospect Assessment of company value + [88]
+
. «h— " forecast on future
current value of the evaluate the current development

company value of the company

,,‘\
+ \ / coordination mechanism
- +

GAP within an organization
~ +
b) . planning and allocation
of resources
company strategy R

+

external influencing
* factors
organizational +

structure

—_ -
organizational

+ L. .
design of internal decision-making

structure I

+

Figure 6. Casual loop of organizational structure
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4.2.4 Construction Model of Workflow Management Sub-systems

Table 9 shows the results of literature validation, which are used as the basis for con-

structing the system dynamic causal cycle diagram and system flow diagram, as shown in

Figure 8 and Figure 9.

Table 9. Correlation factors chart of workflow management perspective

Variables (Causes) Variables (Effects) Relation Description
Current company value Assessed company value -
Assessment of current company, GAP " Organized in this study
value
GAP Value driving factors +
Value driving factors Brainstorming meeting + %‘?’ 822f’83)57,’946§, 46, 51, 69,
Brainstorming meeting Prioritize driving factors + [19, 511
Prioritize driving factors Institutionalize + [19, 51]
Determine resources allocation |[Prioritize driving factors + [40, 51, 72, 88]
Institutionalize Key performance index + {51, 72}
Key performance index Financial and operational index + [19, 51]
Return rate to capital injection |Creation of shareholder’s value + [4, 50]
Financial and operational index|Operational performance + [39, 67]
Operational performance Creation of shareholder’s value + [51, 63, 72]
Creation of shareholder’s value [Assessment of company value + {40, 741
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4.2.5 Construction Model of Performance Management Sub-systems
Table 10 shows the results of literature validation, which are used as the basis for con-
structing the system dynamic causal cycle diagram and system flow diagram, as shown in

Figure 10 and Figwre 11.
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Table 10. Correlation factors chart of performance management perspective

Variables (Causes) Variables (Effects) Relation Description
Current company value Assessed value -
Assessment of current company value|GAP + Organized in this study
GAP Market potential value +
Market potential value Draft business strategy + [19, 51]
Draft business strategy Goal setting + [3, 51, 58, 64, 83]
Competitors’ goal Goal setting + [21]
Industrial analysis Goal setting + [3, 46, 90]
Award system Goal setting + [3, 24, 25]
Goal setting Performance of business units + [40, 51, 56, 68, 74]
Performance of business units g:;ﬁifsﬁon of management + [3, 51, 58, 69, 71, 74]
Cooperation of management positions |Regular performance audit + [3, 90]
Performance assessment index Regular performance audit + [46, 51, 72, 79]
Regular performance audit Benchmark setting + [51, 58, 74]
Benchmark setting Assessment of company value + (46, 51, 57, 38, 69, 72,

73, 79, 82, 84, 90]
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Figure 10. Casual loop on performance management




150 A System Dynamics Study of Enterprise Value Creation~ the Example of Taiwan's SMEs

current value of the
company

establish a
benchmark

+

Rising rate

B potential value of . support from
the marke Reduction rate managerial positions
+
+
. . periodic performance
estabsllt?hg;;lness @ assessment

- +
Y performance

. _____%establish goals measurement indicators

industrial analysis AN ‘> performance of +
business goal of award and business units

competitors  compensation systems

Figure 11. System flow of performance management system

The system dynamics model of the discussed value creation process is established in this
section. The system dynamics diagram of each value creation sub-system is established in
sequence. And the above is the causal cycle diagram of major value creation sub-systems in
this study. It aims at describing “business philosophy” as being the most important core ob-
jective of the company in the value creation activities. The company will undergo the rele-
vant value creation process and activities according to these fixed objectives and criteria, to
achieve the best performance. In devising a comprehensive “business philosophy,” influencing
factors in the external industry and environment can be understood through “investment portfo-
lio management.” Furthermore, it may be seen as the basis and reference for value explora-
tion, which promotes a smoother company operation. In “design of organizational structure,”
the coordination mechanism of company strategies and managers is used to allocate and ar-
range the limited resources for internal use. It is expected to achieve the best internal organ-
izational design, so that a better operational performance can be achieved in the “workflow
management.” Finally, in the activities of value creation, “performance management” is used to
explore internal and external integration and coordination of the company, review and improve
the company’s performance, and further to implement effective workflow and factors through
the value creation activities. It is expected to attain the best operational condition of the com-
pany, and to create the best shareholder’s value for the achievement of the highest efficiency.

4.3 Empirical Analysis

This section is mainly to supplement the deficiencies in the literature validation of value
creation with the Delphi expert questionnaire. It aims at exploring the assessment of relevant
indices for value creation of SMEs nowadays. This study compiles the major index groups
that affect value creation, organizes the assessment indices in local and foreign literature as
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the relevant factors in the expert questionnaire. To ensure the expert questionnaire is precise
and representative, the Delphi method is used to conduct two cyclical questionnaire surveys,
to help finish the relevant research analysis. For the deficiencies of literature validation in
the relevant perspective indices of value creation, Delphi method is used for verification.
Design and analysis of the expert questionnaire are explored and studied below.

Table 11. Phase 1 expert questionnaire analysis

Perspectives |Items Relevant assessment indices Mean| S.D.

A Al | Assessment indices > Value driving factors 4 10.66

pll?ﬁglslz,t;,sﬁy A2 |Quantified goal = Shareholder’s value 34 (117

B B1 | Market-analyzed advantages - Strategic decision 44 10.69

Investment port-| B2 | Stock market - Strategic decision 34 1051

folio manage- | B3 |External improvement and allocation > Growth opportunity 35 (0.84

ment B4 | Growth opportunity > Financial forecast 3.8 |0.78

C1 |Company strategies = Organizational structure 36 {134

C C2 | External influencing factors - Resources allocation and planning 3.8 |0.78

Orgsz;ll:g;ggnal C3 | Organizational coordination mechanism > Forecast of future prospect| 4 |0.81

C4 |Forecast of future prospect - Assessment of company value 37 [1.25

D1 |Brainstorming meeting = Prioritize driving factors 3.1 | 1.19

D2 |Prioritize driving factors > Institutionalization 33 10.67

D D3 |Key performance index = Financial and operational index 36 |1.34

Workflow D4 |Return rate of capital injection - Financial and operational index 34 10.96

management | s | Financial and operational index - Operational performance 3.6 |0.69

D6 |Operational performance > Creation of shareholder’s value 3.8 |091

D7 | Creation of shareholder’s value -> Assessment of company value 3 1124

El |Market potential value = Draft business strategy 39 |0.56

E E2 |Competitors’ goal = Goal setting 43 [0.67
Performance - " :

management E3 | Cooperation of management positions > Regular performance audit | 3.9 }0.99

E4 |Regular performance audit > Benchmark setting 3.7 10.82

According to the relevant indices explored in Section 4.1 above, this study compiles the
relevant indices in the expert questionnaire to explore the experts’ recognition of the in-
dicative causal relation in the value creation process, and conducts a two-phase cyclical
questionnaire survey. According to the Delphi Method theory, when expert members of the
Delphi team have high level of similarity and consensus, the ideal number of members is
15~30. Moreover, Likert’s S-point scale is used to analyze the expert questionnaire, and the
importance of relevant assessment indices is analyzed by their respective mean. Expert mem-
bers in this study are chosen from experienced industry experts of SMEs to conduct the
questionnaire survey, from which the causal relation of the relevant indices of value creation
is derived, and hence the value creation will be more precise and representative. Analysis of
the expert questionnaire in this study is conducted with the statistics software of Excel.
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Quantified data are input and filed. Mean and standard deviation are calculated by statistical
method, and finally the experts’ opinions are compiled and analyzed. This section focuses
mainly on the discussion of the questionnaire according to the relevant perspectives and in-
dices as validated against the literature in Section 2. Without the lack of validating in-
dicators, the questionnaire survey is conducted. Table 11 below presents the analysis of the
Phase 1 expert questionnaire in this study.

Table 12, Phase 2 expert questionnaire analysis

Perspectives |(Items Relevant assessment indices Mean| S.D.
A Al | Assessment indices > Value driving factors 42 | 06
Business ,

philosophy A2 | Quantified goal > Shareholder’s value 4 106

B B1 | Market-analyzed advantages = Strategic decision 44 | 0.69

Investment port-| B2 | Stock market > Strategic decision 4 |0.66

folio manage- | B3 | External improvement and allocation - Growth opportunity 4 | 0.66

ment B4 | Growth opportunity = Financial forecast 4.1 {0.87

Cl | Company strategy = Organizational structure 42 (091

C C2 | External influencing factors > Resources allocation and planning 4.1 | 0.56

Organizational 3 Organizational coordination mechanism —> Forecast of future 4 1066
structure prospect :

C4 | Forecast of future prospect > Assessment of company value 4.1 | 0.56

D1 | Brainstorming meeting - Prioritize driving factors 4 | 0.66

D2 | Prioritize driving factors -> Institutionalization 4.1 | 0.56

D D3 | Key performance index > Financial and operational index 4.1 | 0.73

Workflow D4 | Return rate of capital injection -> Financial and operational index 4 |0.66

management | nys | Einancial and operational index =» Operational performance 4.1 | 0.56

D6 -| Operational performance > Creation of shareholder’s value 4.3 | 048

D7 | Creation of shareholder’s value > Assessment of company value 4 |0.66

El | Market potential value > Draft business strategies 43 | 048

E E2 | Competitors’ goal > Goal setting 44 1051

rrfggg:;%%et E3 | Cooperation of management positions - Regular performance audit| 4.1 | 0.73

E4 | Regular performance audit < Benchmark setting 4 | 0.66

This study conducts expert questionnaire analysis based on the importance of the ques-
tionnaire, and scholars’ recognition of the causal relation of relevant indices in the value
process perspectives. This questionnaire takes the results as final only when the mean of the
results of expert questionnaire analysis exceed 4. Results of the Phase 1 expert questionnaire
show that all the means are above 3. in the overall analysis result, indicating an acceptable
recognition of the causal relation of relevant indices of the value process perspectives. And
the mean of the Al, Bl, C3 and E2 relevant assessment indices is above 4, with standard
deviation not exceeding 1. It shows that the experts’ recognition of these four indices is rel-
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atively consistent, and the recognition of other relevant indices is relatively less consistent.
The Phase 2 expert questionnaire survey is then conducted. The Phase 2 expert questionnaire
survey is conducted based on the analysis results of its first administration, and the analysis
results of the first survey are incorporated into the questionnaire, for the experts’ and schol-
ars’ reference. Table 12 below presents the Phase 2 analysis results of this study.

In the Phase 2 expert questionnaire survey of this study, results show that all means of
the relevant indices are above 4, indicating an agreeable level of experts’ recognition, and
the standard deviations are all within 1, showing a relatively smaller difference in their reco-
gnition. Results of the second expert questionnaire show a more similar and consistent opin-
ions among the experts. So, the part of relevant indices that lacks sufficient literature vali-
dation in this study is supplemented with the validating method of the expert questionnaire.

5. Conclusion and Suggestion

5.1 Conclusion

This study takes the example of SMEs to explore the value creation of enterprises. A re-
search method of system dynamics perspective is used to understand the correlation of varia-
bles in the five major perspectives of the value creation process, namely “business philoso-

EE T4

phy,” “investment portfolio management,

LI N3 EERNTS

organizational design,” “workflow management”
and “performance management.” Through this, system dynamic perspective cognition and
model construction are conducted to provide another decision-making basis and reference for
enterprises in their value creation. The following conclusions can be made from this study:
1. In the value creation process, the ultimate goal is to maximize sharcholder’s value.
Creation of shareholder’s value is the most important index to determine whether the
goal is achieved, and hence to re-assess and improve the value process. This study makes
literature review on relevant local and foreign studies, compiles and analyzes their ap-
proaches, and explores the value creation process in five major procedures. Therefore, the
five major value procedures in this study are correlated and relevant. In the system dy-
namics perspective, the causal relation of each value creation procedure is validated
against literature. And based on this causal relation, the system dynamics model is con-
structed, and hence another research and study method for enterprise value creation is
provided. -
2. Expert questionnaire and literature validation are used as research methods, to provide a
comprehensive validation method in the value creation process. »
3. In exploring the value creation perspectives; high relevancy is found among the per-

spectives of “business philosophy,” “investment portfolio management,
design,

&

organizational

L&

workflow management” and “performance management.”
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The ability to create shareholder’s value through these five value creation procedures lies
in a high relevancy among these perspectives. A company’s aspiration and goal are em-
bedded in the business philosophy established at the very beginning, so that these relevant
factors will support the operation of the following value creation procedures. The company’s
business philosophy provides information for the investors, and urges managers to perform
well in investment portfolio management through this internal and external information. In
this way, the company would encompass good conditions both internally and externally in
the organizational design and workflow management stages, and then be capable to perform
the final stage of performance management, and explore and understand its current status
and improvement potential in the whole value process.

5.2 Contribution of the Study

1. Take system dynamics perspective as the research method for the process of enterprise
value creation. Most past literature on enterprise evaluation focused on financial evalua-
tion model to validate its evaluation process, and relatively few studies were conducted
with the system dynamics perspective. This study employs the research steps of system
dynamics to build the system dynamics model for enterprise evaluation. Enterprise eval-
vation is illustrated with system dynamics diagram and system flow diagram to show
the relation of key variables in the value creation process, to explore the changes of
their causal relation, and to find out the correlation of the factors of various perspec-
tives and variables. A system dynamics approach is proposed for the observation of enter-
prise evaluation, which provides a reference for the industry and subsequent researchers.

2. Validate the causal relation of various perspectives and variables in the value creation
process with a literature review -approach. In the past studies, researchers only used lit-
erature validation to testify the causal relation of the perspectives and variables when
constructing the system dynamics model. This study adopts literature review to validate
the causal relation of the perspectives of enterprise evaluation, which is more repre-
sentative. Current industrial scholars’ opinions are explored, and verified against the
opinions in the past literature. Through compilation and analysis of these opinions, a
different decision-making reference is provided for the enterprise value creation process.

5.3 Future Studies and Suggestions

This is a qualitative study on the system dynamics of enterprises’ value creation in a sys-
tem dynamics approach. Because of the relation of various perspectives and variables, a
qualitative research may be considered less objective. For the variables of enterprise evalua-
tion, a quantitative research method is quite difficult and is subject to the problem and re-
striction of data collection. Nonetheless, a questionnaire is designed in this study with the
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causal relation of various factors of value creation to obtain quantified data. This may pro-
vide a reference for future simulated experiment on system dynamics, so that qualitative and
quantitative studies of system dynamics perspective will be more representative and become
better references. In addition, it is expected that the industry, government, academics, advisory
and consultancy sector will be the subject of future studies with the expert questionnaire. In
designing the questionnaire, it is hoped that representative scholars from the theorist and prac-
tical fields can be invited to participate in the pilot test for the questionnaire design, so that
a higher level of integrity will be achieved for the expert questionnaire. Hence, the expert ques-

tionnaire interview will be more precise and representative for research and academic purpose.
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