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1. 97/#4//7L£6%mU1F5

(1) FY9 94T TICEBVANSIFaTULY
19937 A 27T HICHE T T A SN TPl s EFEEREHEHRE] (BEHE) &, 20
DRKELFEELERFEL TN, 20121, [---894F 5 A £ TEABFIBGR & ikkt L 7.
CDE)BBREEDN - NTUVREO—DOFEHME 2722 LI3HE %T%&wjtbf
RBAWT,1993,201 H], 80 E%EOM RERBUEDERI N T IVEEDFEEIC
S EBIRFORBHREORMZELARIIRD /I L THL. T, 1947HFI25E 1 [EI4F
RIFFREVITONTLR, FOTOHECHH LR S, F20HEIE, F4ET [
WA 72RBEFEOV AN 7 F2aT7 ) r7] LEL, IOTIVANSHMELZER”L LD
S THA.
ZOILEREDVA N TIZOVTIR, HE28 [VA LT 7 F2T ) ¥ e bi¥k]
T, KE, RDOLIZ2OMEDE, £EDY AP IPMRESANT NS 2L EAKIC
B L7 REAEIT,1993 4,324 H.
O FEHRA»LEDLON TV 2 RIHENLEBOHIRE - RFEREOEHE, BT
EHE OHIR
(@) RSP O EOON TV L EREERIOREL - HREFRICAILZERO L
BLn AR ,%ﬁE¢§E%¢ﬂ®EEL REMJ/~DENE, EFEOHT LVE)&
® HEHEHZHEESZLERE EDOONTWAERELBOREL -+ Y2 T7H W - BV
BEE 2 O EERERAREE DT
INSDELIE, BEBOHRICHY, ZOBMAEKE LT, REHREDEHMHEIZ L 5 R
E‘iil]%@ﬁ’ﬂzﬁz HERE -  XBEEBREFTEHBOHE, ANFBOHIFEZHIT TS, 2
D) LILEERE, KEERVURERIESK LIFIEN, ZOHIRABELE N TE DT, 3K
thiFm%@SKJtFhﬁ@SKJ%%%T&%T%é.::Kn%@SKtm,ﬁ
BE, TEEBLRUBEDOZLTHY, HEDOSK LIIMAREE, LEELRERUTHFIN
HEOCLThD, TBEOSKIZMERRT 5 - L SLETH LY, HEOSKITG LA
BB ELRROBEEZ T2 H5RETHE. ZO0HEPLIE, LEBERERLHTIHE
i, TNETARRBICETEOSKE LT—HH D EODPR SN T E 7258, &L AHE
W LI UBRGEIRAEICE O L Z LR EIN S,
EARLZY 2T BRZLT, . £20%3, VAT LIE, restructuring ® =
T, #HIERIZIEre (FF) + structure (FXMHE) +ing (B, 2F 0 [FEHEEOD
BEE] 0Z LA e bk, P EEEEEREOTFRL LT, BE, sizingh L b
HIFONTET/:. sizing &3, size (BEHME) +ing ERE), 2F ) FEHEOMBEDZ
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VA MTEEROWTaIA MOER

ET, Ty 7THA 7 (up-sizihg) ATy (down-sizing) D220OHH 5.
NTVREELEE, 7y TH AV 07 (FERBEOEKR) KEBUAFTELT, MeA
(&0 - B, FHHEGERE, FHEBEANOEHEVREFHEINTE. L IAEPNNTVREER
BRI, #7407 (BEREOHEAN) KXV ANFELT, ABEH, KREH
FIOBEE, TLE SKDHIEMITEh>o0H 3.

L2L, ForHA4 20 7bid, BERBETE TORINDOZ LT, BERELEZ 5 HE
DFNE, BHOBEXEIEEIIT IR, FIrFAP L TIZEB ) AN T OROHI,
BEORKLER - FASIE L) ETH2RAMIIBRICELRETHSL. BT HIZ, XTI
BICL o TKBNL-FERELBEERBETI THEAINTAHAILEY, FI o478 5
DARNSGTHoT, FERRICIHZANBEESLHEXEGHAM L, STEEIISHEELICH
Lo\, BEICIAKRDVTIIBEEREFTIA LY I RETHAHD, EEEAELE
S TETHELEBRERTICRL L2 L1, BITAIER 2\,

(2) MRVANSIFaT7Y)TIC&2BUUER

ST NREFERE, MRS REEEL Sh, i RO S L o THETICZ
NAEBRENTEZ, LA L, NTUREHERT, RIESESSEEEE Sh, 20
FIA MRS 5 2 LA REFEROEAS L SN DIIE o 72, BIUREIE T IS0 %m0
WAENZDOT, BALFRICEL o THRINLTD, ZBAREHET LI LN Las L
b, MTEBEETE, Thi “VORERE” LIFHRL, SHEELE, 1993409
H19H, FH#EICEEHMO200ANE%ED, [HEOMUEIYOTY, ARLEob
DHEMRTED, MOBEREEHICL] LIRL, (REEH 77> ] OFT2HERL
7- AP ,1993,190 H].

MR B A ERT 2101, EEEORNM L ICEMERE RS Z L ASTRTRTH 5.
LIAN, HEOSKIEHBO LI ICHMERBETETH Y, F 2 BAEEMONHIE S
Bft, EHUIEALTES 2 MBTE LV, WiT A MILESENICL - TRIBI
MRS A LA TED, 2R, Wikl "X NFo v 0RE" LHSR [FHiE,1973,
F4aE], 2 "BZ0OFMEE MERENTE 2z [HE,1970]. 2 A MY v OERE
W LESHEHIRB IS CTEICALYS, VA MIBAEZEL2, BUZOEEHRH
REsho255. Wi, BE=% (BAGRHE] , [ARGEFH] RV [BgEE
PRl oW a X PEIBORIF B L, —ELTANE, LTOoLBYTHS
[Bﬁuyszyx,w%zgﬁ%y

CBLRTAERE - EMEOTHASSBM%E L TV MR R TEEL, WRT A % 95%
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HIR

CETEEE R AMRETF I a2 -y T—TEHR L, FEMNBEHHETI
£/ 20EM, gk T 12 EHEIR

CATEGR e KRR O EERE L TW/ilHENM TmZ2 R TAEE L, St LSt
ANRZ 8% O 1% 25| T

c 773 —<v—b - HAREOWEETIF Iy 7O 1HOEEGHE XKL, Wik
a A % 3 EHI

I e O N o7 H =L B O REE A EERXICEE L, SEEREH
B OBBETHZER % 15% Kl

KRR - VAN TEIEPOMAT TR 27 A0S 5-14 HIZEML, AMEEY
5ERICIT6FIHS L 25 I

- HRIBM:--- £E20 » FTOBEZ F M L, EXELEL 15056 5F0I5[ LT, 954K
FCTICHEM 200 BHOY I A + % 3 EIHI

BB T A MIZEIE600 B (ELEH3%) AT 7 F v s EEBEL, 26
T 17% #.D 500 &M £ THIM

2. HRAX b DOERE & HBEHEIRORBRRIER

(1) brELESHOTUMABOEEE
Wik A MIEMEEIROEEEHL T, WEI R N ORESELD L DTHIE, 2
DUIRASEEFRICRIZTHEIMIICT R, B2 LTWRIA FOERIE, &9 5,
EEAHICBLTIE, TEESMENE] £54108 0 [AMEHMEE] % mAE M
LaTRER DRV, 209 bHBHEOAE - BRROTEBRFEICOWTIE, THE
EEMI] CEOVTERT 2 2 EARE S hTWwa . BERANC LT, ERstEE,
FEEILFELEMA R L TR ERAR T RO, AP ORAR RO —REHE £ 27]
WTEEAREERT LI ENEB ST O N TS [MBEEME,1963, %83 &% U4
894]. ZOBE, TLEEMTH L EEEMIT, MEE, ¥HBBERUCERICHET S L%
12, BEBRRU—REBERE, BIAEROL I CHELERTLIILESROOND (M
B S BIBUR E$H ,1963, 85 167 K UV 176].
B, WIER, EME, REEER, RA%, MARRE
PR U RS ICEET 2R, REEOKE, B4, FY, BE5, GAELER
CBFER RSN ROZEE, KE, XE%, BER, LRERUEELE,
MBLAEE, WK, 8%, RBREOTREES e |
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JAFSHEROBRIANDER

o T, HERMPOBRETCICRTEERT—HERBROF»OMEER, EKE, RE
BErEFTLE, XUWHBOKRETMAZ L TEL, AR 271 2 X] i,
BE, EBEHoZIYHRB I Ya -y TRBELABERZEREL TS, FHiE0
199849 FICL AL, ['934F, FEMERHE 2,015 HDOZLWIRE OB IL, 6K
6,057 B, BIEICH~N1.4%, 1,600 MBS L. L2L, L& Z2nL EEI L
72728, AFE RIS, BTSRRI R 20N 55% LBEEKE D
Twa. ] [HEB Y AT 127 A,1993,149H]. FEIC L 2 1HBOTHLYIRE OFEHEIL,
BIZIERDEBY TH2 (FEMIFTLEFHE).
© HBHEXR

- HEHEHE ---- 176,892 5 /M (4.54%)

- MY HEIE - 173,924 5 (1.95%)

C AREIEFTE - 109,249 5 M (4.05%)

- NKK:oooeeee 83,028 5 /7 (6.58%)
FEEREBTHE-- 80,079FH M (6.95%)
® tAvbhER |

-HAEAEX M- 44,8127 FM (21.24%)
CEREAY N 34,39THFMA (24.07%)

@ REER
CHE e 76,280 B 5 M (2.42%)
- B BAERT oo+ 70,758 B A (1.86%)

B, FLEENZELWRERIL, ROLBYTHL FERNITZILWRE DFEH).
AERE AL M 24.07% (34,397 H M)
-HAEX S b 21.24% (44,812 HFH)
- ETRAE 16.40% (73,778 EHH)
cE—E X b 16.39% ( 3,094 HTH)
- REIRBUMES .- 13.98% ( T00EHAFH)
- KR A b 18.70% ( 9,348 5 M)
- /NEFEHE A Vb - 13.62% (31,860 5 M) ,
FREEEYHIA PO Ny TREEZFRLIZS DT, & EHEH» L ANITE DB
TELRW, bbb, EBEH 20150 FEZHIHEIE, FTLEED1.55% L) O
EETHAH., LIAPINSOYHIA ML, THYREOTFH2LLLHMONE LI IZ,
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FESUIHNOYREEE (M5 v/ AU REABEHE) HETHH -2 2H7 1
T, HEWEE (HREARRUAREERE) W EER (R OB O Wik E
B) 12, THWRBUNOERE GoR, B4, TN, H5, BUEAR, XBR, KE,
SRR, BEY, AR, WELR, BHAR RMENE, BEE, RRELUTHE
FAEHE) RALTY S, |

BATIRT %50 ERBHRIDIKIO—HTH Y, EANS Ot 2
M, ORI o T WA, SOL) BELHN WIOKILIE" Ths. LI 755
PAKI DL o TEETIE, 545 =y s BEOBE AR ETZ L2k D,
MRIEBYT Y, TLWHRBAWRIA FOLREE-T, WA P OBELRET R
L MBI O EIR A E D K THIE, AL — ¥ 1k > CilEh G BT B
EATED, MAAEITIR, SO Ak L=y — TN 5 b OAWE A
7R S T, ’

(2) MAEXBOTI T« 7 ZAOEMEHE

WiREMETESN R ETHIYWRXIIT AT 4 7 AL E—FKMAH». KETIAF 1272

%Eﬁ%% (Council of Logistics Management : CLM) D & Td A2 KEWHEHIGHES

(National Council of Physical Distribution Management : NCPDM) 28 F L 72#1ik D %E

%L, 197612 CLMICZMLZBOO Y27 1 7 ADER LB L THL L, ROLB
hTHH [FHE, 1992,1-2H].

@ Wifi(physical distribution @ PD) & i&, [FEAE, P3G K USR5 ORERD S
HESBT TORRMZBH2EEL, EHL, WA TL2EMWT, 22oXE320 LD
EEERAT LI L] TH .

@ vY AT 17 Alogistics) L 1&, [HED=—XZM2T720IZEME, FRIK
ENDIHET 2 FMORER 2 5 HH M T TOREER - RO 2 BB L CRE 2 FH
L, L, #hlv 4887 zv).

Mmb VAT 47 Ab, ROFBATENEEFAMLEC LTS,

a SERmMDIED, EMEREEM (in-process (IABFEREIN B Z DL WVD, I h
IR TH %) bMRIZT B

b FEEMPOEEMTI T, REITNITHEDROIEIIREY R E TEET S WK xR
TWMRICREL, FAEWRTI TCEAELAEDDEO AT A 7 AEHRTEAD VLD, 2
NETETTH2).

c EITLEHO2BELEA, T (management) X, EFHE(planning) & #iHl(control)
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JAMSEROWHRIA NOER

POERINTNES,

L»L, BV A7 47 A%, ROFATYREFEZRIZIL TS,

a BEEOZ XL T7:0247bh, MEEMPERINL TV S,

b EME, F8m, TRMOED, ENROICHEET 5 EHR (information) xR & L,

TEHREBAH I ) AN N7,
¢ BE(flow) 7217 TZ% { R (stock) b & A, HEFE (efficient) 7217 Tk &, HICEAR

R (cost-effective) # EMR T 5.

ZDEHIZ, OVART A ADUI AT 4 7 R725DZAIHMEBILOERICH S, Wik
DMFEALZX S Z LS [MiOT VAT 17 AL} 232 h 5% v, TOZELEEN, O
VATFATZREVI A DT OFHEBIZLE VD&, WHAOYREZETHD, FHlcuyxsr
17 RAZEL) ETHEMIBELIRETHILENDHS ).

COEIBYHENET I AT 4+ 2 X (BT, Wik LB 2SI L2z B E A it
Em%ﬁvéé.ﬁ%t?é%ﬁ%ﬁ%%@ﬂ?%k,%%%ﬁ%ﬂ%,ﬁﬁ%ﬁ%%%,
MBS, oM CREWREEE, MU REE, REWRBES) 298

L, Z-Wibeehlicid, a¥BEE, WERRHHE, @ARMHE, RERHE, Toft
(EMTEEE, BHROEREE, URETERIES) CESETLILNTES.
Wi EAMEE ICR LT, EFIIE [WiREMETE] v o [f&E, 1977], £Ho
EERLEARELCELD, HEMICAR SN YREMEEELFHET 2 LE I8
b, BERICRD L) L RAMEELRELAKRLTEL,

CHUNEET oA NEEY =27V 19754

EEE Wi a A PEER—EEE] 1976 4

CHPEEXEA [WiRa X NEE - EH~= 27 V] 19924

CHNEET (b )R T whiRa A VEER = 2T V] 1993

(3) WA X MEIRDFESRIES
INHDEEIZEDONT, EFFL, EEMEXREOREICLY, 10FEBIFEENE
EOYRIAIA NOERRAELERL TE/2. ZOEEEL, ROLBYTH A,
CEPHEREL 1965 FERME - R LEEDT7.1% [BWIREHS, 1966]
EBEEL 19 EERE - T EED11.59% [AAYMEEB#ES, 1976]
ETEHEEL 1985 EFERE - TLEED9.01% [AAWREERHES, 1987]
- EEEEE 1993 EEREL - FTLEED835% [ARKTTV AT 127 AL AT LHE,
1994]
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EHAHY £3%FE 15

E1X

1985F Dkl

TS BE 85

___________________________________________________________

42.77%

50.73% att#h X HL5E

a ZHWHR

57.23% 49.27% bTiW?‘r%E 5 5
100.00% 100.00% Jc#*‘%ﬁiﬁ
cHEE  dPFE . e HHNYURE (IGEWIRE g oMt
ik
PQSAEE e eeeees 100.00%=17.01% +37.40% +44.35% +1.24%
PTSEERE e eeees 100.00%=17.01% +60.15% +28.30% + 0%

B2R WAEFDYRBR DB

(F1) ¥—VoRERAKRENE LS.
(7F2) SERBURERL LR O BALTFY

10

(BAT : %) )

100% 3=

FE | estepE | 75 | 8SERE -

A %% 37.8 20300 11.65 # 2
WOk R 7.0 16.43 12.84 2
W % B 46.4 34.65 50.11 gf%

(- 7.2 19.62 17.84 [ "

z O b 1.6 7.56 % g
Yoo B 100.0 100.007?|  100.00 .

yOE A= 7.1 11.59 9.01 40 50 GO
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JAFSERROBRIA FOER

(1]

INLOMBEMELRRLAOPEIKKVE2RTH S [FHiE, 1988,41H]. 1985
EEFEOBETIE, E2ROL I ICWHIA MIFTLEED9.01% 0> TEBY, D)
LEEBAE0.11% LRESE &, BER, WEE, BEE, toMEsbET,
49%%Kﬁkﬁm%$%ﬁ%%h%.@ﬁ,%1H®i5ﬁ:ﬂ%@%ﬁﬂX}05%
TR E L, 50.73% 13 LAWK E R U R ERE S 449.27% LR FITELT
WA, Wi, FEWREIL17.01%, HHNWRE L37.40%, BEWHE L
44.35%, FOhiL1.24% TH 5. ‘

Zh, FE100EBHADO X -7 —Tid, FHTLEWmT A MTIEN (100 FEM X
9.01%) »DoTVHEEZLNLDT, 2O 1EEHIRHT 5 &, 9,000 5F (9EMX
10%) OMFIZESHEMT 2. FTLEBENFMAIRZER2% O TIE, £E% 4580 (9,000
M+2%), 2% VE/S5 S5 (45 M+ 100EMH=45%) #imsw/-0 &, B UMER
RebiFons.

COX) R E iR X MR ORERRER ] BT 5. WRICIE, WiRa A b
IR ORBEIRDPET B0 6, NTIUVBEIZL > THELEEWEILTY, WiHI A k& Hl
W AhE, RIBICELEZERIELDOERUERGRIFEL, BEEORRTZH TS L
BTEL, INFTIE, WEREICLAREHERICL o TORFREEZHEML 2EELT
2, WA LOHRIZE > TH, WRREL LOFIREREZLZLSTES. ¥
MaAMOHIEA, VAMSOEREIN, BIVEROWKELE INLEDIE, ZOHTH
5.

3. %mﬁﬁnn’ﬁ*’”bkié%ﬁ@*ié’ﬁj EiF1E

(1) & X DX LICEZTEREOER ,
LHALHEER, o2 [HEAEEFH] © [BFEHE] MThEHBLA LI, bt
ERRFITEE, WRRRIZEAL, ©EOYRVEEFCEREFIZERZEE 2 RITT
LI hotz. BIZ, HBREZ - XDERL - EHLIZEY, EERPHEZITTRIME
EHET AWML, LRE - NE - ZEEAOEMPSEETH L. HWETIEY YA M ¥
% A A (just-in-time | JIT)#ikd —fKfb L, HESN-HRHIIEZREOEHMREZ/NET D
BETAZENEFINLLICR>TWE, MAT1IHOBEXERED ML, i
H4EE# 2 ROLIVEZZVAANTERD A,

ZORER, MAREIWRIA POEBIZIVFEIEBS N, EXITERITEREN
%i%ﬁ%éi%%ﬁ%ﬂé.mﬁ,b7/7% EDOWRIZEDY, 2@ REETG G’
11
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WMLy, AREENB,ENDDH D,

R2LT, ATYRICRES N LS HIE - NE - SEEWTIT, BHTH—HA % %R
DEFETHYESNT VS, Lal, MESEEERE S, BIMER - BEOBILE 2,
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Physical Distribution Cost Management
in the Restructuring Age

Osamu Nisizawa*

Abstract

In due to the collapse of the so-called Bubble Economy, the Japanese industry world
is being strongly forced into Restructurization by Downsizing. In order to achieve this -
objective, it cannot but realize that the Decrease in Sales and Increase in Profit is
brought by downsizing to proper business scales . Therefore, it is important for most
corporations to challenge Physical Distribution (: PD) called as “the Treasury of Cost
Reduction.”

According to financial statements from manufacturing companies, Paid PD Costs
are only 2-3 % of annual sales. However, Total PD Costs reach up to 9% of annual
sales. If Total PD Costs are cut down by 10% in the corporations which the ratio of
net profit to annual sales is 2%, that will equal to an increase of 45% in net profit.
These Multiplier Effects may only be achieved under the precondition that PD cost
accounting is introduced and practiced in the corporations.

We published “the Accounting and Application Manual on PD Costs” from MITI in
1992, and have since propagated “the Campaign on Charging PD Merchandise.” And
then the party which required irregular PD activies, is charged back with the
increased PD costs calculated on the base of the Manual. To realize Social Fairness of
PD Activites through such Price Mechanism is urgently needed in the PD world.

Keywords

Physical Distribution, Logistics, Restructuring, Physical Distribution Costs,
Physical Distribution Accounting

Submitted November 1993
* Professor of Accounting, School of Commerce, Waseda University
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ABC: A Franco-British Intra-Group
Comparison

John Innes* and Pierre Mévellec’

Abstract

This case study describes the implementation of ABC in two factories within the one
British multinational group in France and Britain. It also explores the similarities and
differences between the assessment, implementation and use of the ABC system in these
two factories. The French managers assessed ABC with the major objective of product
costing whereas in the British factory ABC was used mainly for cost management.
However, it is important to realise that the French homogeneous cost pools, based on a ver-
tical analysis of the firm’s organisational structure, make it relatively easy for French man-
agers to move from ABC for product costing to ABC for cost management.

The driving force behind ABC differed between the two factories with the French Factory ‘
Manager and the British Finance Director being the two respective ‘champions’. This had
implications for the development of the ABC system with the French factory concentrating
on the production overheads (and the resulting ABC product costs varying from +127% to -
13% from the existing product costs); whereas the British ABC system included most over-
heads (such as production, administration and marketing) and developed useful brand
profitability information. The French managers were interested in the fact that the ABC
system attributed higher overhead costs to the sub-contracted products. The British man-
agers developed more team working and a revised organisation structure following the -
introduction of the ABC system.

However, similarities also existed between the ABC systems in the French and British
factories. The ABC process was viewed as a management rather than just an accounting
tool and was considered to be complementary to Just-in-Time and Total Quality
Management. Cost drivers were incorporated into the performance measurement system
and the fact that ABC examines activities across departmental boundaries forced man-
agers to think about business processes and to change their mental ‘model’ of the organisa-
tion. Despite such similarities this research project has shown that even in the same group
and with similar factories ABC information can be used in different ways. ‘

Keywords

Case Study, Activity-Based Costing, Product Costing, Cost Managament.

Submitted January 1994.
Accepted February 1994.
* Professor-of Accountancy, University of Dundee, UK
¥ Professor of Management, University of Nantes, France
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1. Introduction

Activity-based costing (ABC) has attracted a great deal of interest from both manage-
ment accountants and managers in the late 1980s and the 1990s although earlier refer-
ences to activity costing can be found (Solomons (1968), Staubus (1971) and Shillinglaw
(1982)). Cooper and Kaplan (see, for example, 1988 and 1991) and CAM-I (see, for
example, Berliner and Brimson (1989)) did much to publicise ABC. A review of the ear-
lier literature on ABC can be found in Innes and Mitchell (1990), Boisvert (1991) and
Mévellec (1991).

The early examples of ABC case studies concentrated on product costing. Instead of
recovering overheads on the basis of volume based overhead rates (such as labour hours
or machine hours) on a departmental basis, ABC introduced activity-based cost pools
which crossed departmental boundaries and cost drivers to link these cost pools and the
prdduct lines. However, in recent years the cost management objective of ABC has
become at least as important as the product costing objective. Brimson (1991), Turney
(1991), Bellis-Jones (1992) and Brinker (1992) provide details of activity-based cost man-
agement.

Many of the developments in ABC have been reported in the form of case studies - in
particular the Harvard Business School cases (Cooper and Kaplan (1991)). British case
studies on ABC are reported for example in Innes and Mitchell (1990 and 1991),
Gietzmann (1991) and Bhimani and Pigott (1992). French case studies on ABC can be
found in Evaert and Mévellec (1991), Diard (1992), Adam (1993), Armitage (1993) and
Mévellec (1993). HoWever, despite the interest as indicated by the number of ABC con-
ferences and the amount of ABC literature, relatively few organisations in the United
Kingdom have actually implemented an ABC system. In the Innes and Mitchell (1991a)
survey, 720 questionnaires were posted to members of the Chartered Institute of
Management Accountants who worked for organisations either in the manufacturing or
the financial services sectors in the United Kingdom. There was a 26% usable response
rate (187 questionnaires) and only 6% (11 firms) were implementing ABC, 33% (62 firms)
were currently assessing it, 52% (97 firms) had not yet seriously considered it and 9% (17
firms) had rejected it. No such similar survey has been conducted in France but it
appears that relatively few French firms have implemented ABC.

However, the results of such surveys must be interpreted with care. For example,
when individuals reply that their companies are implementing ABC what exactly does
this mean? It may be that one company within a group is implementing ABC. This is
one of the areas which this article explores. Do two companies in different countries but
within the same group implement and use ABC in the same way? ,

This is both a descriptive and exploratory case study (Scapens, 1990). It describes the
assessment and implementation of ABC in two factories within the same British multi-

national group in France and Great Britain. This case study also explores whether or
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not two similar factories in different countries but in the same group assess, implement
and use ABC in the same way. Ferreira and Merchant (1992) provide a good review of
existing case studies in management accounting.

These two factories studied produce similar products for a particular segment of the
consumer market. To date the group has no specific group policy on the implementation
of ABC. This article explores the reasons why the French and British factories were inter-
ested in ABC, how these factories assessed and implemented ABC, how the ABC results
have been used by the managers and the changes caused by the ABC project. The ABC
experiences in the French and British factories will be discussed separately and the similar-
ities and differences between these two ABC systems will be discussed in the conclusions.

2. French Factory

A research assistant helped with the development of an ABC system working full-time
during a four month period. This is therefore an example of action research. In addi-
tion, other researchers made periodic visits to the factory to discuss the progress of the
ABC system. After this system had been implemented, the research assistant made a
formal presentation to an audience which included the two researchers and the French
Factory Manager. This formal presentation was followed by three hours of discussion.
Four months later a further interview was held with this Factory Manager for feedback
on the use of ABC information. ’

3. Background

This British multinational has several French factories and the factory implementing -
the ABC system exports over 50% of its output. This factory manufactures six different
types of products for a particular segment of the consumer market. This segment of the

‘market is very competitive with several French and multinational competitors. In
France this particular multinational is not the market leader for the products made in
the French factory. The introduction of new products is an important element of the
competitive situation with a new product appearing almost daily on the market and an
old product being withdrawn. ‘

This factory has 400 employees with overheads being approximately 25% of total costs.
The system of recovering overheads was to charge 30% on the direct materials and direct
labour cost. For sub-contracted items the overheads mark-up was 10%. This was also
the basis for intra-group transfer pricing. The automated production lines are dedicated
to each of the six types of product but each type of product has many different product
lines. The Just-in-Time system is used in part of the factory. Total quality management
is practised and certification under international standard 9002 was obtained in the
spring of 1993. Managers considered that ABC would link well with both the Just-in-
Time and Total Quality Management approaches.
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The factory controller uses ‘un tableau de bord’ in the following matrix:

Packaging | Direct Materials Sub-contracted
Items

Number of Receipts
% of complaints
% of quality problems
% of rejections

% of supplies under quality assurance
% of supplies checked in laboratory
% of supplies checked automatically

The detail for the above ‘tableau de bord’ comes from the shop floor and there is a
detailed monthly analysis for each performance indicator. Production is monitored by
the efficiency of the production lines relative to the sales schedule and the good product
despatched to customers. Production is also monitored on the basis of the actual direct
labour time against the expected labour time. Budgeting is the main financial method
of control. On the costing side five individuals calculate and monitor the production
costs and the fact that the products are consumer products is illustrated by seven indi-
viduals calcﬁlating and monitoring the marketing costs. Further details of ‘tableau de
bord’ can be found in Greif (1993) and Lebas (1993).

It is important to realise that the French cost accounting system has been developed
during the last thirty years on the basis of an analysis of activities and of the organisa-
tion structure. The basis of the French cost accounting system today still relies on this
idea of ‘sections homgenes’ or homogeneous cost pools based on a vertical analysis of the
firm down the pyramid of the organisation stucture (see Mévellec &and Rochery, 1990,
p.215,and Burlaud and Simon, 1993, p.215). Although this theoretical approach of
homogeneous cost pools has been simplified in practice, it offers the possibility of calcu-
lating ‘true’ costs based on this vertical analysis of the organisation structure. This is
the basic reason why, in France, ABC does not have a real advantage in terms of finding
our ‘true’ costs unless it includes a horizontal or cross-functional analysis of the organi-
sation. In other words, in France the introduction of an ABC system necessarily
involves an analysis also of the business processes across the organisation. Therefore,
this distinction between activity-based product costing and activity-based cost manage-
ment is blurred in French ABC systems. You can move from ABC to ABCM without any
major changes in the basic underlying system.

4. ABC Assessment

The major reason for assessing ABC was that the managers were unhappy with the
existing costing system. For example one manager believed that ‘the existing product

costs do not reflect the real consumption of resources by a product’. The primary objec-
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tive of the ABC system was therefore established as product costing. At the beginnings
of the process little, if any, consideration was given to the cost management aspect of
ABC. However, a secondary objective of the ABC system was to report details of the cost
drivers to the managers. The driving force or the ‘champion’ behind the introduction of
this ABC system was the Factory Manager.
The overheads were divided into three categories:
1. Controllable overheads for which the managers could control
and therefore had responsibility such as salaries and
depreciation of equipment. '
2. Traceable overheads which were services provided such as
quality assurance and central engineering. At present these
overheads were reapportioned to production managers on
bases such as number of employees or square metres of space.
3. Headquarter overheads which were reapportioned on the basis
of prime cost.
The ABC system excluded category three above namely the headquarter overheads
because although the headquarter office was visited, the objective was to explore the
. implementation of ABC within this particular factory concentrating on the production
overheads.

Individual discussions were held with approximately 40 managers to determine the
activities and the related cost drivers. It soon became apparent that an important activ-
ity was that of sub-contracting with sub-contracted items being 40% of total sales.
Previously the cost drivers of the sub-contracting activity had not been seriously consid-
ered. The existing system was to add 10% to the cost of sub-contracted items as an’
allowance for the company’s own internal overheads.

The interviews with managers and further investigations identified the volume of
part numbers sub-contracted as being the most important cost driver for the subcontract-
ing process. This analysis revealed that the internal overheads related to sub-contract-
ed items varied greatly between the items sub-contracted depending on the above cost
driver. Overall this ABC product costing analysis revealed that the total internal over-
heads associated with the sub-contracted items exceeded 10% of the cost of sub-contract-
ed items. The managers were interested and surprised by some of the ABC costs for
sub-contracted items.

As is usual with most ABC assessments, the managers identified a large number of
activities and cost drivers. For example, the activities included planning, sub-contract-
ing, quality control, maintenance, material receipts and movements, purchasing, packag-
ing, engineering, management of human resources, accounting and computing. The
managers identified from one to nine cost drivers for each activity during the initial
interviews. However, after further investigations and interviews nine cost drivers (in

addition to the one above for sub-contracting) were chosen as the basis for the ABC prod-
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uct costs. Of these nine cost drivers, four related to the products:

1. number of part numbers produced;

2. total number of part numbers for company;

3. number of formulae;

4. number of different types of packaging;
Four cost drivers related to the volume of products:

5. Volume of products manufactured;

6. Number of production lines used;

7. Volume of products sold;

8. Number of pallets of finished product;

One cost driver related to the number of batches:
9. Number of batches multiplied by time to change set-up.

Further analysis revealed that two of the cost drivers namely total number of part
numbers for the company and the number of production lines used could account for
approximately 50% of the internal overheads (excluding the overhead costs related to
sub-contracting activities). This information surprised the managers and, although the
objective was ABC product costs, this raised questions from the managers about cost
management. For example, does the company really need all the part numbers which
are held at present? However, the objective was ABC product costing and this was
developed using a Lotus spreadsheet to compare the existing costs and the new ABC
costs by product line. '

5. Results

The new ABC product costs changed the existing costs of product lines from +127% to -
13%. The overhead element of the new ABC product costs changed from +1,400% to -
50% from the former basis. The ABC product costs also revealed one particular product
group with several different product lines which all made a loss. Following further
in\}estigations the managers agreed that the overhead element for this particular prod-
uct group had been understated in the past.

An analysis of the detailed ABC product costs revealed four further general results.
First, the manufacture of small volumes of a product line was very costly and much more
expensive than even the managers had assumed. Secondly, and following on from this
first result, the high volume product lines were subsiding the low volume product lines.
Third, as the managers had expected, the former system of recovering overheads on the
basis of 30% of direct cost did not reflect the real consumption of overheads by the differ-
ent prodﬁct lines. Fourth, the existing system of adding 10% of the cost of sub-contract-
ed items for internal overheads understated the overhead costs driven by the sub-con-
tracting system.

Four months after the end of this ABC project, the managers were generally happy
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with its results. However, to date this ABC project has been viewed as a one-off project
and the ABC product cost information has not been produced on a monthly basis.
Nevertheless, one important change is that some of the physical cost driver information
has been incorporated into the performance measurement system.

The ABC project has also affected the sub-contracting decisions. Some items are no
longer sub-contracted and some sub-contractors who were previously not in the quality
assurance scheme have either been dropped or included in the scheme. The method of

_calculating the internal overhead element for sub-contracted items has also been
changed. Similarly, the ABC project has changed the managerial response to new prod-
ucts. In the past new products almost always used a new formula and new packaging.
A programme was established to standardise formulae and packaging between different
product groups. The managers generally saw great potential savings from such stan-
dardisation without adversely affecting the products. Managers now search for more
standardisation with existing products including more standardisation on the packaging.

To date the one permanent change to the monthly overhead accounting system has
been the inclusion of the volume of part numbers as an overhead basis of recovery. The
possibility is being examined of employing a person full-time to implement and run the
ABC system on a monthly basis but no decision has yet been taken on this. _Generally, ‘
the managers consider that it may be better to produce the ABC information periodically
on a one-off basis rather than run it as a monthly system. However, discussions are con-
tinuing within this French factory. What therefore is the ABC position within the
group’s British factory which produces similar consumer products to those of the French
factory.

6. British Factory

A major difference from the French factory was that consultants and an internal team
had implemented the ABC system within the British factory. The driving force or
‘champion’ behind the introduction of this ABC system was the Finance Director. A
researcher therefore visited and spent a day with the Finance Director. This day includ-
ed a slide presentation on the ABC system and further questions, discussion and exami-
nation of both documents and ABC information on a computer screen. Following this
visit further discussion and correspondence took place including a write-up of the ABC

system by the researcher which the Finance Director amended.

7. Background

This is one of several British factories within this group. This particular factory manu-
factures six different types of products for a segment of the consumer market. This mar-
ket is very price competitive with several British and multinational competitors. New
product development is extremely important. The British market is dominated by a
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few, very large and powerful customers.

In this factory the overheads were approximately 50% of total costs with this factory
doing little sub-contracting relative to the French factory. The existing costing system
concentrated on contribution with overheads being deducted as a lump sum. The facto-
ry management had adopted an overall cost reduction approach and realised that they
required more detailed information about where and why overheads were incurred. The
factory had recently implemented a Just-in-Time (JIT) system and also MRP II and ABC

" was viewed as a complementary approach to such developments. Budgeting is an impor-
tant method of control with the finance function having a total of 40 staff. Within the

factory, management accounting is very much seen as the ‘business language’.

8. Implementation of ABC

The primary obfective for introducing ABC was to improve the overhead cost manage-
ment. Managers had expressed an interest in managing, and in particular, reducing
costs based on a better understanding of what drives the overhead costs. They were also
interested in classifying activities as being either value added or non-value added. The
JIT studies had encouraged such an analysis of value added and non-value added activi-
ties. Although cost management was the primary objective, secondary objectives for the
ABC system were brand profitability and customer profitability.

Consultants were involved in the design of the ABC system which was driven by the
finance function but always involved managers so that ABC was seen very much as a
management tool. No more than four activities were identified for each major function
or business process. The activity analysis was applied to all overheads including manu-
facturing support, information management, marketing, administration and research
and development. Cost drivers were identified for these activities and at an early stage
these cost drivers were related to brand profitability.

Brand profitability revealed that managers’ assumptions about which were ‘activity
hungry’ brands were generally incorrect. However, this factory did not replace its exist-

- ing product costing syStem with its ABC system. The existing system concentrates on
variable costs at the product line level. Managers viewed the new ABC information on
brands (as distinct from individual product lines) as supplementary to the existing prod-
uct line costing system. One major problem experienced was the maintenance and
updating of the activities and the cost drivers. Originally a Lotus spreadsheet was used
for the ABC information but a software package is currently being examined.

A development which interrupted the implementation of this ABC system was an
internal company reorganisation. Cobb, Innes and Mitchell (1992) found in their
research project that such implementation problems are very common in practice. After
its successful implementation, the main use of the ABC information was for activity-

based cost management. The managers considered its major advantage to be the new
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cost visibility of overheads which raised questions about whether or not activities were
really required and whether activities could be performed in different ways.

The Finance Director considered that the implementation of the ABC system had three
major advantages:

‘1. aid to decision making directing management’s attention to profit priorities;
2. activity-based cost management system encouraging
a) behavioural change
b) team working
¢) development of process oriented structures
3. establishment of links between non-financial performance measures and
financial results.’ ’

The Finance Director expanded on these three advantages. First, the ABC informa-
tion is an aid to decision making in several respects. It gives managers a better under-
standing of what drives the overhead costs and this can redirect managers' attention to
profit opportunities. The ABC information also identifies not only brand profitability
but also customer profitability. Again this new information enables managers to focus
on profit opportunities.

Second, by concentrating on activities which cross departmental boundaries, managers
are forced to communicate and work together to manage such overhead costs. This has
encouraged more team working and also the development of a business process organisa-
tion structure. In addition, the ABC information has increased the accountability for
and ownership of financial results. Third, this factory is attempting to link the physical
cost driver performance measures with the financial results. This is proving to be diffi-
cult and to date little progress has been made but the Finance Director has high hopes
that such links can be established in the future.

9. Post-implementation

In the period after the implementation of this ABC system managers were able to chal-
lenge the overhead costs more easily. However, managers also realised that activities
such as purchasing took place not just in the Purchasing Department but across the
organisation in other departments including the Finance Department. This has helped
to break down barriers between different departments. Furthermore, a change of atti-
tude has occurred with managers now accepting ownership of certain overhead costs.
Managers now use activity analysis as a management tool.

A recent development is that managers are viewing the management of certain activi-
ties in strategic terms. It has now reached the stage where individuals are challenging
their own activities. In particular, they are deciding which activities add value from the
customers’ perspective and how can the performance of such activities be improved. In

contrast managers are taking actions to eliminate or at least reduce non-value added
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activities. Activities are being related to ‘value propositions’ or mission statements to
determine what is a non-value added activity. For example, the mission of Information
Systems is now not to write new computer programmes but -

a) to buy computer software

b) to challenge managers

¢) to avoid changing computer programmes.

The physical measures for the cost drivers are used as performance measures in some
cases although these are used only after careful analysis of the possible behavioural con-
sequences of using such performance measures. Another recent development is that the
factory is now basing its internal transfer prices for products on its activity-based costs.
However, perhaps the most important post-implementation development has been the
increased detail available about brand profitability and in particular about customer
profitability.

Previously customers were viewed in terms of their gross sales less variable costs
namely contribution. However, the ABC information on brands has now enabled cus-
tomers to be analysed in terms of contribution less their related activity-based costs.
This gave a very different view of customer profitability and could have an important
influence on future decisions. This customer profitability information is held in a data-
base which managers can access when making decisions. The managers consider that

this database approach to ABC information has great potential.

10. Conclusions

The Factory Manager in the French factory and the Finance Director in the British fac-
tory have seen this article and corrected any errors. It is interesting that, although
there are regular factory managers’ and controllers’ meeting within this group, the basic
conclusion of this research project is that the French and British managements imple-
mented and used ABC in different ways. There are, of course, some similarities but
what are the major differences between these two factories. First, the two factories had
different reasons for assessing ABC. The French management assessed ABC with the
primary objective of product costing whereas the British management had the primary
objective of cost management. However, it is important to remember that with the
‘homogeneous cost pools’ based on a vertical analysis of the firm’s structure, it is very
easy for the French managers to move from ABC for product costing to ABC for cost
management. Second, although the two factories manufactured similar products for the
consumer market, the French factory did more sub-contracting than the British factory
and this sub-contracting process drove a significant part of the French factory’s over-
heads which affected the ABC system. |

Third, the French management assessed and implemented ABC with the assistance of

a research student whereas the British management used consultants. Fourth, the
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French Factory Manager and the British Finance Director were the respective driving
forces or ‘champions’ behind ABC. This meant that in France the Factory Manager did
not have the authority to include the marketing costs within the ABC system and, there-
fore, the French system concentrated on production overheads. In contrast the British
ABC system covered a wider range of overhead costs including marketing costs. As was
to be expected with the different objectives for assessing ABC, so the use of the ABC
results differed between the two factories.

Fifth, the French management concentrated on the new ABC product costs which var-
ied significantly (+127% to - 13%) from the existing product costs. In contrast the
British management concentrated on the cost management implications of the new ABC

. information. For example, the French managers were particularly interested in the
facts that the ABC system attributed higher overhead costs to the sub-contracted prod-
ucts and that one product group (with several product lines) was loss-making on the
basis of the new ABC information. Similarly, the French managers were interested in
the ABC cost of manufacturing small volumes and also at how the high volume product
lines subsidised the low volume lines. In contrast, the British managers concentrated
on how to eliminate or at least reduce the cost of non-value added activities and how to
improve the value added activities. This had led to behavioural changes, more team
working and revised organisational structures to reflect the fact that activities cross
existing departmental boundaries. .

The above are important differences between the French and British factories as
regards their assessment and use of ABC but some similarities also exist. First, neither
factory is producing the ABC information on a monthly basis. Basically, the new ABC
information has been added to the existing management information. Second, within
both factories the managers were entirely involved in the ABC prbcess so that it was not
viewed just as an accounting but as a management tool. In both factories ABC was
viewed as complementary to Just-in-Time and Total Quality Management giving an
overall coherent approach.

Third, the interviews with managers identified similar activities and cost drivers.
Fourth, both the French and British ABC systems produced cost drivers and some of
these physical cost drivers were incorporated into the performance measurement system
of both factories. Fifth, the introduction of ABC has helped to "change the mental ‘model’
of the organisation in both the British and French factories. The fact that ABC exam-
ines activities horizontally across departments forces managers back to think about the
organisation structure and to act in a different way relative to the old costing system.

Sixth, the above distinction between product costing in the French factory and cost
management in the British factory is important but the French factory had ABC ele-
ments of cost management and the British factory had ABC brand and customer prof-
itability. It can be argued that the French ‘tableau de bord’ itself has elements of ABC
cost management but that, of course, was in operation before this ABC assessment.
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However, after this ABC assessment the French managers changed their sub-contracting
decisions and aimed for more standardisation in their formulae and packaging.
Similarly the British ménagers were particularly interested in the development of ABC
customer profitability which was developed from the ABC database. Both the French
and British ABC systems had elements of product costing and cost management
although the primary objective differed between these two systems. |
This research project has shown that, even within the same group and between similar
factories, the reasons for assessing ABC, the use of the ABC information and the result-
ing changes can vary. Undoubtedly similarities exist between the ABC experiences of
the French and British factories but probably more significant are the ABC differences
summarised above. This suggests that the results of postal questionnaire surveys in
management accounting although useful must be interpreted carefully. This project
implies that it may be wrong to suggest that management accounting is the same in all
companies within a multinational group. This is an area requiring further research.
Although the core features of activities and cost drivers were common to both the French
and British factories, this research project shows that ABC is a term used to cover differ-

ent systems involving product costing, customer profitability and cost management.
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@) FEHIILD LD IZUHEFTRE D, ‘

@) TTHNBECHEEE S TFN— T 2200 20EE R BET B, L

DEIIBMELHRE D,
(5) BIREN7-FHHEE 27 2 4 N 2D A, EDLI IO NIEATFIZALTHA
S, (BRTERFOKEVEIBo>TLES)

(6) EMMZFMEEEMNLFMAE LDOLHIIZLTIDIIHRE, METITL V.

KT FEROMEL BT 2008 LTRBHERESE (AHP;Analytic
Hierarchy Process) ZHUY) LT, ZOBEIZOWTHERS,

3. MBORFEFTM L ERENERREE

3.1 HMBOXEFMADEENERREENDEH
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EHIEE 3BT 1LF

CEOMBEEICEOERICEEP OBRLBEL 52D L) RTAPTOAS T
COEBIZOVTHRES N RS2\, 72k 213, IS, FRROME, HEE,
EEORELZLAHITONLA, BOICHETELZDOLEHIFHELIIC VDL
BETA. INLDOENEEDLEDD, FLTENIZERYEL PIXZOREICSIML T
VB AN DEE, HE, BB, HEBRALICI), REIASPATLIV, 20U
EREE 2%, C0kS RMERET S0, BEEICOWTEA D POEEN R E
BREINAEZILIZED, BMBOESENERINLILEPIEIFNS. MBHNERREEIL
ZOEIBRERIIHLT, PR VENLFELERDD 5.
WENESRERIE, EETHOTVRRIRICE T 2 SRAFMERED D L CABOE
BN 1T X 2 BB T L LT T.L.Satty 234208 L 7=,
IOBBREETIE, MEEREREEE-FELE-RBEOMETE S 2, BEE
EEOLD)HITH., 0%, BRBENDA-TFMEEOEERE 2K, v CKFME
MDA RBEOERELFML, BIEIIE, IALEREEED S HRBEO
ICHE T2, ZOBERREETE, BB zELLTCINETETMELIVEEILL
t@?%@ﬁﬁ%k%i%ﬂfwtﬁﬁéﬂi%i5bewé.SMWJ%M
ZOREE LTI, ‘ ,
(1) SN S ¢, L2dEVICEBEOREN 2 VL) 2HEL MR TE 5.
2) F—FHE DI VEBE T CERREL AT SRS 2L ) ZE L BRTE 2.
(3) W THES O TRIIRE 2 PB4 B+ 2 2 L THRIEL, 55 N7 &0 CHAH
AHEBEERS 2L TEBNLFEIATE S, |

(O EHB T BT 2L T, REOE)BEMOREEZTEIIL, TRETO
ERISH TR XFNBVERE L BRI OREL BRTE D,

(5) /N — FCEBRET L, BREMOBERAETRL, VT LOL0ITMED
L, |

COBBRREELEALZBEAN I Y2 -5 OBREEE, TEY AT LOFR, R
BEOBRER ECBVTHSHBE SN TN,

BWT, ZORBHERREEZEOEBE 2R EFIICBITA2ERRENDTT L RIC

DWTIHRRDG .,
3.2 BBEMEBERREZDEREIOEX

CEnEOFMELEL,, I, DB Y, TOREDT 24 Mfw {,w, Thotk
TAHE, HEIL; &I, DEEEO—WILEBEa,;
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RGO MBI BT BB ERREEOENEIIBYT 2R

aij =

W

W BRERT.
bL, wy, w, PEHMOKE, —ttHEBATHIA=[a;;] 1 ZRDOLIIIR5.

Wl/wl Wl/Wz W1/Wn
A = [aij] = W2/W1 W2/W2 W2/Wn
Woa/wi Woaplwg "+ wW,/W,
7272 L
Wi
W2
aij=Wi/Wj, aij=1/aij, W =
W

i?jzl’ 2?...9]:1
ST, TOXMN) v ZAAZTzA MOXRTZ Mlvwrx#lTsE, X7 bMvn-wxigh.

wi/wqy, wi/we - wi/w, W1 ' W 1
Wolwyi WolwWe <+ wWolw, W o | wa
~ =n
Wa/Wy wWolwyg - w/w, W, W o
L = _ ]
Thbb, )
Aw=mn-w

Yy
COBBRED A b N2 PV wid ADRKEAME A max 23T 5 EHRL L
(Swi=1) EBENRZ NLERD.
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BHREF £38E LT

ST, EE c:%ﬁ’%&&ﬂki&in“, —XTHE H T o 7256, AD LX) ZRELRFEOITH 2
FTA5ZLIETELRVY, ZNREITEVELZ LTV EERNE, ADRRKEFELE
BHEXR7 MLERoONE, FORENZ PUPEFMEEOY 24 P LTHRHATE .

LIAT, EBRICKIESERICENE R I CERREEOENEE LB B, 2D
BEMLFMETAREL LT, BMBWEEREETIIESE (C. 1 ; Consistency Index)
FEELTV. -

Zhid, THAE n BOBRAE DY, 20fidn & 552 2FALT, (n-1)
EOEAMET OIKEL SO0 T, 1 BNS72 ) OFHEFET 5 LI2LY, THADRE
ERBEEULIOBHEIEINEIZ0 THY, TAPRELLRLEIENESENE VL A

Amax —n

n-1

Satty ¥, C.LOMEN0ILUTTHNITERETAZLEZREBAIZVIREL T3,

E61Z, 1/9, 18, -+, 1/2, 1,-++, 9 DIEE T ¥ FAIZWNZATHIAD C. I & Z K EET
BL, ZOFEHEMELRD, LIFEONTC.LOELXZOMTE - EXEELL (C. R.
; Consistency Ratio) *IRUY, ZfED 0.1 T THNITEHEET S,

C. L
C.R. = —
M
PED L) BHmIIEISCT, BENERREFEIRIITRTIDODRAT v IhrbBEERE
BIThhb.
(A5 v T71)

MR T 12 A BB A B ES IS DTN 5. MEBRIEL L EEE & F
TOEBAEARAI L. BRENCKRGENES S, BFUICREBEE B (.
(A7 v 72)

ELALVOERICOWT, ZOLOBRERICET 2 —MEBEETF). 2 LT, —Hl
BITFIORKEAEL BEN2 ML ERD 5. |
(A5 v 73) ,

ELAVOBEABOY 4 Micb ESWTHBLEHO Y = 4 23 ET S, 29 LT,

{
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RABOEETFMIZ BT AEBOERREEOEDEICET 507%

REEHWIHT2ENBREOTIAF ) 71 ZRET 5.

DTV, ZOEBREEOENEFEDR TS 72010, AKE RO MO EETHI
COHEFEET L. |
4. ABFEZERO7ZIEOEZSTMA DEH

CITXRHEETLHAHFFERE, THEPSEREINTWVE, ZOFETEDARIZ
1R TEBYTHS.

o || bm || o || ek || exE || mm || emE |

TEE 1 FIEREL FEE 1 FIEEL FIEREL FTEE 1 FIERE 1
Z D ftas ZDfhs Z D25 Z D16 FD1fhs Fof10 Foftil2

H1 ABEZRKOMEBENKE

COFRIIBEEMSKL LTRISN, 206, E2, SEEFRBOABNED -
OOBEL SHERTILETEFBEE L LY, EECBLTHES ATV ABERARC
A LDENIHALDOD, FOWE 2 5ER, BEL, 770 ORI XTO
FIEIZBVWTEBEBIN TN 5,

IOEKTIRINE CHER LEERE, BEREOERE, ABAEML V) 300
SEMAHECRTEDOL@VFMENTE 72, ZOFMfEEIL, 8L, BE, EXEEHN
BET 2 AL EOLERAHT, BEEL ) AROXETLOEBFRESN, S5
Bld, COEFILLOE, BRAMETS L L ITEEES S BEREROTELE
BN SN

E1EH2ADENENOFMGE L OXFEOMEMETH S, bsHA, EBOKE
ESHTHEINZNOEMISET &0 2 DMA 2 EREIAES TV

IDEHnTOLARBLT, EXEECFRAORBEBR L AENORE/HL b 728
BEVWH)BRTIEIRELMBEL L -T2, 72, TEER IS OBERZ2RIE~EL
By, BREERTORBEERE LTHE L. |

41

NI | -El ectronic Library Service



The Japanese Associ ation of Managenent Accounting

EHAHE HIEE 1S

K1 AHEFROIIEOFFEFHERER & IR

a b c d e f g

YIE | HRE | XUE | WIS | XE | WIE | XK
HE5E LBl E 5 7 3 6 1 2 4
H 2% D E R R 2 5 6 4 3 1 7
NEAEENS 2 7 5/ 4 3 1| .6

L Ladis, SOYAFAIEHLT, HoCIEREIS -7, 2L IS O
EETTRZEOFMIA TS THLI L L, TRTOFMBEL KA L EETM A
FADBZNVEWVW) ZETHo7:.

bbAHA, TNETIDOIOOFHMEELFLIZL T, TOMOFFMIBE D LEIZIL L
TEERSBICHEEBINZDY, INOE2HAMLAZ VAT LRBESNL TV ED -
7.

COE)LMERZATAIOHERBICH L CHENERREETHW2EHEH Y X 7
LERBET LI LICho7:. FRAPSIIHIEREFFEOE A Y N— 12 ADE TN, N
RELTIE, BEHR, B%, AFE, LR BRECHETIERBIVTIIERTHL. 20
FIEIXH2ITRT E BV ITEDONT,

T, LEOEEFMIBL T, £DX) RFMBEFLELO»H, XERAHETH
BENT. TORR, 9OOFMSESRES N, M3ORERAIERS R 551
ZOFMIBETLEONFIZER2DEY THL, SWVLWIZILT, N5 DOFERIIFHE, A
HLELOEMEIIBVTHICAFLTURbDIEDP ) THAZCAFTILEDOH L IR
— Dy ho .

DOWVWT, INLDOHBILENZFNRFNOERIZHNLTY 2 A4 M2 DT 5ERETIE
ENENDLY (g, WK, AFE, XERRY) OBV LIPEAPELRYD, FLEA

TRIELIVDVODPLVIEEZINT TORBPLEBDIERL TWIZDT, ZOKRK

TIERBEEREREEZMAT A Z &1L 7.

BAERWIZIE, R4 L) 27y r—MERICL250T, RL25EAZHHICLT,
HEEDELLOHEEWIVERENPEZOEEVIZB L TOMEZ 2T 59 HiETRA
L7z, BBEIZDOWTIE, £30XHI2AMIZON, AT 1/9457T, PRIZ1HE25 25
EWV)IDHDTH 5.
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EERBOEFIFMIC ST ARBHERREEDOHMNEIIE T L%

XE R &G
ttE, BRaA, XER7TAT
K IEFEMMi o /2> D IE B % ¥

J

| W E IR o 7z & D IEB Dk |

J

| BeE S M A EH % R L |

l

H % E D — x b B

J

| SELNAOHEBEMOY = 4 FEHH |

L

3 LR |

=

X)L D
> 7

\

Hor

N

L
i

geit

NO

|_ SHEEHEOY = 4 F O KR ‘

K2 FEFHMEEEDY A MPEBSINBDETORN

3 JE O & fifi

Dt | | | (segRoxs— ] | EEaRE | | gerews | | weesne | | s
[t |
N/ W/ N\ W/ N\ N N/
| axE | [ bxE | [ exiE || axE || exE || fxkE || gxE |

H3 ABBH¥ROEBEIMEEOREXR
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BEHEKEHE R3EF 1T

F2 FRFMMERE L& ZTOAR

EEE: BRI
R NFFAETENE (RHINEME 20 B OBRERE)
e 5 RefEt | LERREEGEL L
EEROET =N Tx | HEEME%E SMOTXE, RHOTRERL
W5 TIF M THROZBENDT v 7 — MER, FREBEOBMEK
BEBBIKR HERBE HEEONH I HOSH/ EREORNETREI Y
B AR | EEEOBRARE | A
AEER HEAYEROERE

AHPT ¥ 7 =k

K4 |

BADT =22, B2 207 OMIZLTRLTWET,
BEADHMDI L, INVEE, H5VIEILVENERDLDNAFIIDONT, ZOEEX,
EREORBEINLTELTALELNS EZAIZOHIZDIF TSV,

7 =71 XIEDFHEEE

@ > E O B v & A M
¥ oh E o2 B v B A M
B0 £ B B D
iz B 2 = p: -
g = = =
E %
€73 S N NN NN D N NN N N QS Y
e L L L L L L L I | ggEozs—»
Wk e L ] mawes
I R I N A I A O O B s e vy
R I I R T O O T I e )
Ipeats [ S T I N S O O R =
e L L #zreoes—m
R L] l L I mxses
X4 FEHEEEMIEB B O—Xt s
#*3 ¥STFHEBRO—ILEBRE
—xF LB AE T I ET |
1 FIFEE WA DIBEVEBETFMIF L HLVEE
3 RREE —HFDEEMEAL VT LEE
5 EF —FOBH NS L) EE
7 M) EE —HOHEEPMMH L e ) EE
9 AERT Y B —HFDOEHMW MG L D ESWICER
2, 4, 6, 8 HRAEY 12
T OEIED LRSI FDEE S —FDEB 2R &
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EERBOEETHEICB T LEBNBERREEOEYEIIET A5

INBLEMEDE IR M) v 7 XR2FIHLTCFORKEAELEEENY MVHETE X
N, BEED 0.1UTIZZS2ho 286, BE, —WHHEZT-oTH56W, 128E80°
0.1LLTFIZR B TR BESNIL.

22D v 7 ATIE, WERMEICH AT EAEERICH - AFIDOAREOHEL I,
st L R M LEDOREBHEICL o TR O VWEETHL I LERL TS, T,
WNBEMEI BT EREBOET - VIZH 7 5FOXLEOMEL/21E, T VHEEED
%§~WﬁiE®¥%ﬁﬁKkofﬁk@&bi%f%é:&ibfw%.v

EH1Z, TOAmax 32D MY v 7 ADFREAFRELZ/RL, C.1L7D0.0381L0.1LTF
BDT, TOTRY Y ADEEUENENTOE I EERLTVS.

EORME | e | e (EERREBE HERE HEEE  Gsan | macs o
T 1 1 12 131 13 1 0.167
B N N NS V- NN V- S R O A V- R N 0167 |
T ey N R RS AN V2R A S V- S - N 0283 |
EEEEE I 30 5. 1] 3 1 3| 0.637 |
CgEm@ixE | 1L 1 s ani s, 1 0.155 |
| meeRE | 3031 3L 3l sio sl 0.642 |
T S 1 1 130 13 1 50 1 0.148

A max=7.227 C.I1=0.038 C.R = 0.029

X5 CXEROERFMRABEO—MEEYRY v IR (—H))

RO RS LBENILA T N DEBRS FVEEADE B THD, hB, ZOME
FEDORENTLEL DL L) ICERMLZDDTH . -
FE AR, EEZIIOVTIE, TEOEEHMIIEL TOREEOEENIE, AEEH,
BEERE, BREHIKN, REEDET -, UM, HEHRERN, EEEOIEICE
EHL, 2Ov x4 MEZRFN0.366, 0.165, 0.136, 0.127, 0.079, 0.077, 0.049
ThBHILERLTVA, IhALREERBEEMRIN L TREICRIELTWAZ L2
ADBRB.

$ro, BRL (OAE) GERAGEE, BEEBRECESFBL TN, REEDTT
MOV THUMOALL I D DEERL TS L5025,

BR2 (R BEEMEEICEMEIVEEEZ252 TV,

B%3 (BH) BEEBREEII-FSV oA M 2B0TwaY, MOBELFAEICE
BRLTWALEIEDN) DA ZA. '
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BTHIEE B3%5515

B4 (BE) SEOBRELEERLTVLED, FIZEERIZOWTIIMO AL L]
BLTEBLEERLTYS
INrHdbhrb L), INITEERINTELIGEEEZ —FEEZLZLLTnLE
F1IAD BT, MEMLE, AFEK BHEGHRREEE, FRICE-TRETH LS
FHAEICHE T AFMEEICT L TEANICESRZBV TS, $/2, FEBEDET—IVOT
DIEETHLEMMEL TRIZENZFN0.58, 042 I FRFAMLBEEOY = A bLhot.
B, TOFMTEIZATSTOEANY L% EHTY L CEFMGEDO Y = 1 1 &
LTHETAZIEICLAE, F)LT Y7o/ bOERBRIT6 DL ) IZEK SN, BNE
EEDORETIET.
CORREATOHEBFEINS LHIZ, EREOBANPFLILZVEVIILEDOKRE LM
BV, o2IZb b od, TNETWIERICITVE L, &) LTH/PO0%Hh
ofz. L Lad s, R4ELEIRRT A LT, EFMIRBICHT 2 EEELHER
BEVWDOEZHTOBEBCERBT L ENTE .
COXI T O AERZBT LI LIF, FHEBICD, AEMICS —RERZ LD ICR
A, LTCHABHELILTHL. BEVWIHFOEZYEMT L2 L THEROETE R
L, FEFMEROBER 2O TERTAEL, BEVORKRZEROLE D,
NICETARM2zEML TNEILILRENPLTHS.

odw(,:@&%éﬂt%%ﬁ%%@ﬁi%bﬁ%td%,&ﬂ%ﬁ,k%%ﬁ@ﬁ
LHEIFFMIIAFLABHRZDLIIKTORNIIEST, M8D L) L—3FbExFEha L
o, D CCHEMTMIEEL L CRESNAEA S LD, 2FER T BT A b 0T
5%, |

R 2WTIE, BiEFEMk, R50LHITERIIN, AmIT/IAT, FRIT1HE%E
525 0)b0T, H9DLI < ) v 7 2A2FBLTCEORKERELEAENZ b
WISETRE & 7.
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EEM O EBIFMIZ BT BN BERREEOANEICET K

®4 BFRFEFFEEBOEEANY MIVE

FE DB

) Ml | RREE BRI ) ) B4
A& e

NS 0.079 0.036 0.017 0.084 0.025
AR 0.049 0.030 0.052 0.101 0.188
REBDOEZ—IL| 0.127 0.164 0.079 0.095 0.175
R 0.165 0.223 0.439 0.314 0.254
BEREIKN 0.077 0.119 0.025 0.105 0.041
BAEEIRT 0.136 0.235 0.104 0.107 0.117
ANFE 0.366 0.192 0.283 0.193 0.200

a b c d e f ) g -

YEE YEE YEE YEE YEE YEE YER | PYE
0.092 0.159 0.076 0.032 0.027 0.022 0.160 0.067
0.033 0.037 0.076 0.035 0.031 0.075 0.033 0.061
0.139 0.051 0.129 0.114 0.112 0.226 0.098 0.126
0.275 0.266 0.290 0.318 0.198 0.379 0.166 0.274
0.024 0.029 0.070 0.039 0.030 0.037 0.024 0.052
0.214 0.266 0.292 0.241 0.224 0.176 0.106 0.185
0.225 0.193 0.067 0.220 0.379 0.085 0.413 0.235

WHEEDET —VIZxF LT

] CHIE | @EE O EmE Sk BX3 B4
SR e
FERRE 0.25 0.50 0.50 0.25 0.83
T 0.75 0.50 0.50 0.75 0.17
a b c d e f g - .
YER YEE WEE XEE XEE WEE UsE | THE
0.83 0.17 0.50 0.75 0.75 0.75 0.88 0.58
0.17 0.83 0.50 0.25 0.25 0.25 0.13 0.42
|0.067'- [0.061 ‘ | 0.126 | 0.274 l 0.052 ' |o,185 |0.235
Dimmte || Amr | [sgRoeso | | EamRE | | seweks | [ awesre | | s
0.58 0.42
o
NV NV NV NV NV NV hN
[ axs | [ bxiE | [ cxkE | [ dxE | [ exwm | [ txiE | [ exE |

X6 ABEFROFREFHEAEORERICHT SV o1 b
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R R D #E

?

g

FRUZORE
f)

i
ﬁ%

DA
% B ¥

HFMEBEHEICKE 3F b B % E K
EE N

0)_.
FIH K F)

EEMOY =4 FEHE

BEEEORE

NO

EEEP0.LLT 2 ?

WEFMMEOERN

HE~NO®RE HER

XESHREHR

K7 #BEXERT-FOAFHISXER
PEREhBETORN

KADHEBIZELT,

F—=1

aX Ik
aX Ik
aX [
aZfE
a¥ I
a¥JE
b JE
b3 E

SHEAH

LR
oA E R R E A O
o B O B B A A
B E E B U
2 B = = ' I
r = E Ok
VA VY
L b e
(N S N N I NN N o=
N I N I R O A O ey
N N S N N N S IO =
N N A N R N (N NN B
L b e
N A R O O N e
(N I N O N N B

I8 AREMICH T B TERO— L
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ﬁ%%ﬂ%&k@%ﬁ?ﬂﬂﬁb:ﬁ JARBHERFEEOEMEIIHE T 5%

R5 FEEO—XFLLBIE

— it e % % 5
1 R i DX EDLEEFMOEE 23 LTIZA L { Hu ke
3 R L —HOEEIME LTI LEE
5 I — K OKIENMS L) BE
7 B L — B OXIENMS L) A ) BE
9 WA LT b — B OFIENMT £ ) My B
2.4.6.8 RV T
LoBED FEE I OEES,S —FOEER R L &
a . b e Pod e L f e )

P PR R R VR T - A
s LRI X S % ST S T2 NS V<1 SO R 0.383 |
=/ U V10 S U5 SN Y20 N - S SNNS VAR NS U5 N V-2 RO 0.054 |
=27 NS V- St . 3 SN U U SO . 2 S U< 2N V- 2 N 0.168 |
S - T N - N S N - T A e 0.115 |
e3UE 2.0 T 33 L. 2. S 0.482 |
= S 30 9 3. T 2, ] Lo C 0.751 |

gz IE /7 2 : /2 | 15 ) 1/9 | 1 0.112

A max = 7.5514 C.1.=0.0919 C.R.=0.069

B0 &%EICHT 3 EERO—SHET LUy 7 2 (—B)

®6 BXEIIHTIEMETFMREBFOEENY LVE
SCIE O AR

gy PEEBOTT VA R B AEE
FHAE e RN Cpe e | T | R | BRI | ISR | iR

| A
AHfiSE  EEE 0.067 i 0.061 : 0.073 | 0.053 : 0.274 | 0.052 : 0.185 : 0.235
aX 0.186 | 0.221 | 0.299 | 0217 | 0.293 | 0.037 | 0.253 ! 0.490 | 0.303
b 0.026 | 0.027 | 0.029 | 0.028 ! 0.033 | 0.209 | 0.080 | 0.017 | 0.045
HIE 0.082 | 0.063 | 0215 | 0247 | 0.162 | 0.119 | 0250 | 0.203 | 0.183
d3ZfE 0.055 | 0.116 | 0.042 | 0.042 | 0.063 | 0.471 | 0.084 | 0.033 | 0.081
s 0.233 1 0.145 1 0:197 0.197 1 0.112 | 0.057 : 0.072 ! 0.045 | 0.107
5 0363 | 0.357 1 0.149 | 0.183 | 0305 | 0.057 | 0.044 | 0.089 ! 0.183
g 0.054 | 0.071 | 0.070 | 0.086 | 0.033 | 0.051 | 0.216 | 0.124 | 0.098
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HHRHE £38F 15

FHEHERIIRGIIRENS.

EHEAER, BREOFMBET L O~y MVEICH L CEMAEEO Y = 4 FAELES
n,iﬁi&w%wﬁﬁ%ﬁéﬂé.t&i@ai%@umﬂmx01%+nﬂmX
0.221 + 0.073 X 0.299 + 0.053 X 0.217 + 0.274 X 0.293 + 0.052 X 0.037 + 0.185 X
0.253 + 0.235 X 0.490 = 0.303) L E 31 5.

HERE LT, HERBRNEOZ VT, BEIVAESE LN a KI5 REEHEC
BWTH1IfLE ol #iC, HEBRBREDNMEDE IVERES IO
TIEERTRICT v 7 &hiz, ZoRRIE, B, BEFIHRESH, 2OERr I
%, IERSFER L LTHB SN,

DI, BONERIILWOIEE ZIFTORRMEE LN, HJEZT & DNEMLASERREIZ
%Y, TERICE S TEEFBICHLVEMI AT L0220 0b5TF, HoE52513—
RIZZ ORI L CORFZRIDE R L7,

BRELT, RENERREELEOEEFMIIA VL Z LIZLBHED, RO L)
N R (A '

(1) FEEFMBE LT, FEAF—FRHEZIT)I LT, BABAZNIIESE
BUTWAEDPDPHBICRY, 8BRS A L - X727,

B CIE—HOBERICHILUONAZ LN LI HEY, ZOZLITBBOSIMEIIAL
PREE S, REVERAZ LI R ) 2REV. COBBREETIX, REShER
FMMEE I L T MESEX - LHEETV, TOHREEVICHZ TSI LT, A
BAPMIZCEEEZBENTWEONHELPIRY, #HintEDDL L TOEBERNA L —
X2k b,

(2 7z A4 PEFHTHEIEIZLD, ’AEFL:%TET%L:'J"?X TN T ABDIF 6Nz,

INETOREEPOMLOITON: SHEOFHEREL S ZNEFNDILIFZOEEE D
SN & B EHEREDRE, COEEEORENTAZ. /2, VoA POBEHIZH-o
TIEBMZEIZED), Z2DIF5D0BTEETH L2, SHIEEBDY = 4 M & YT
HZET, REEEDIEDLIEDNTE.

(3) B DB L 2DV 24 e m$ 2 LT, BHELZBENTE 7.

FIERLVANVEZT TR, ZERNORERBICH LT, FMEEORER L ZD Y = A b
BRENLZEIWLEY, o4 EFTLoTWAFREEHEOMLE, FAREOMLEE VS 72—
BATIEEIICD LR WEKAL LAZBENPSHESHFIZTES, LEZTET -, B
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The Study on the Usefulness of the Analytic
Hierarchy Process in Evaluating
the Performance of the Firm’s Organization

Kenichi Hato*, Kazuo Kanekawa', and Masumi Hirotu#

Abstract

This paper reports the results of a case study which was undertaken at A education school.

It is extremely difficult to evaluate the performance of a complex firm’s organization today.

Though a financial statement had been analyzed mainly for evaluating the performance
of a firm’s organization, this information offers only the side of the business
management. Because the firm’s organization has various goals which are the profit
goal, employee's morale, customer satisfaction, R&D and etc..

The purpose of this research is to represent the usefulness of the Analytic Hierarchy
Process in constructing a system of evaluating the performance of the firm's
organization by applying the method to evaluating the performance of seven offices of
A education school. ‘

An effective performance evaluating system for the firm must satisfy the followings:

(1) The performance evaluating system, includes not only the accounting

reports,but also the non-numerical factors which are closer to the business
management.

(2) The performance evaluating system by using the non-monetary measurement.

(3) The evaluating system which is integrated and synthesized in both the

numerical (both monetary and non-monetary measurement) and the non-
numerical factors. ‘

(4) The evaluating system which supports the managers in evaluating the

achievement of the organizational goals as well as makes the organizational
members have motivation to perform their goal.

Keywords

AHP, Firm’s Organization, Performance Evaluating System, Numerical Factor,
Nonnumerical Factors
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The Journal of Management Accounting, Japan
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Divisionalized Management systems at NTT

Yasuo Watanabe*

Abstract

This research is focused on the divisionalized management systems of Nippon
Telegraph and Telephone Corporation (NTT) as an exceptional precedent of decen-
tralized profit management.

In 1985, Nippon Telegraph and Telephone Public Corporation was reorganized into
a private company in line with Japan’s new telecommunications industry liberaliza-
tion policy. This move was made not only to end the monopoly of Japan’s telecommu-
nications industry by NTT as a public corporation, but also to improve the efficiency
of NTT. Soon after privatization, NTT replaced its functional organization with a divi-
sional one. ~

However, NTT as a private company faces two major problems in organizing itself
as a system of divisions. First, the company must still operate under government reg-
ulations with a mandate to serve as a public utility. And second, the telecommunica-
tions business itself with its network operation structure is not conducive to being
managed under a divisional organization. For a division seeking to enhance its prof-
itability, these factors pose constraints not usually faced by the typical private compa-
ny. ,

The aim of this paper is to examine the constraints faced by NTT in this environ-
ment, highlighting: the problems division managers face in operating under a regu-
lated tariff system; lower controllability on its expenses stemming from a higher pro-
portion of fixed costs; and their ensuing effects on a division manager’s ability to con-
trol profit.

Keywords

Capital Investment, Cost of Capital, Divisional Organization, Investment Center,
Management Control, NTT, Performance Evaluation, Profit Center, Public
Utility, Transfer Price
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CEHIERE
CIMA & RiCEHE

The Nature and Development of the Chartered
Institute of Management Accountants (UK):
The Birth and Growth of a Professional Institute

Douglas McRae

Mr. President, fellow management accountants, I am pleased to be here and to have
the opportunity to forge links with my colleagues in Japan. I thank you for giving me
the opportunity to speak to you; I havé been asked to say a few words about my
Institute and how it has developed over the years.

The Chartered Institute of Management Accountants, or CIMA, is the professional
body for people who specialise in management accountancy. It promotes the study of the
subject to ensure maximum efficiency in industrial, commercial and other undertakings.
The emphasis is on educating and training accountants to a high standard and on repre-
senting management accountants who are equipped with the right skills to bring about
developments in industry and in commerce.

Of the UK professional bodies, CIMA provides the most relevant in-workplace training,
for business management. There is increasing recognition, among employers of CIMA
members and students, that management accountants are professionals who can take

‘ part in the management and development of a growing business.

The Instituté itself was established in 1919 as a result of a recognised need to develop
techniques for a more scientific approach to the measurement and nature of costs. At
that time, Britain was struggling to regain its prosperity and economic stability follow-

ing the War. It became clear that cost accounting could provide industry with a solution

COEEIR, AEERLEERDEHAI LS (The Cartered Institute of Management Accountants: CIMA) & DFE# % i
&L T, CIMA%E Douglas McRae RIZBFEWL-RBABEROLHTY. ZTOFEIT, 1994 (FH6) £ 4 A208 12z
REINBRERSHFE 7+ -7 4 (b FRRFEBEASILSE) 02T, Thh7bDTT.
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to its problems by applying costing systems and providing managers with the informa-
tion to make decisions and control their business.

‘Existing accountancy bodies showed little interest in cost accounting so, to bridge the
gap, the Institute of Cost Accountants was formed on 8 March 1919 with a membership
of 37. That was our first name; I shan’t bore you with a list of changes, over the years.
The Institute was fortunate that its first President was Lord Leverhulme, a prestigious
industrialist. I am his 59th successor, the 60th President of the Institute, in this 75th
anniversary year.

The beliefs of the first members of the Institute were that cost data and the prepara-
tion of financial statements could be combined with industry-specific technical knowl-
edge to improve operating practices.

The first members did not sit examinations but were admitted on the basis of the posi-
tion which they held in business, backed up by appropriate references. However in May
1920, the Institute held its first examinations, for 20 candidates and the number of peo-
ple qualifying through this route gradually rose. A student category of membership was
established and, by 1929, almost 1,500 students had registered. By 1930, the Institute
had nearly 800 members, of whom half had sat the Institute examinations.

By the late 1940s, membership of the Institute had risen to 1,233 with 2,391 registered
students. During the post-war period, membérship showed a marked increése. In 1945
there were 1,840 members and 5,307 registered students. By 1969, when the Institute
celebrated its golden jubilee, this had risen to 10,510 members and 25,718 students. At
the date of the 75th anniversary, membership of the Institute exceeds 36,000 worldwide
and there are 60,000 registered students. Over the 75 years of Institute’s existence, this
represents massive increases of 343% and 233%.

When the Institute was first established, the emphasis was on experience rather than
education. The acceptance of experience gradually encouraged mature students, from a
variety of backgrounds, to take the examinations at a later age. A close relationship
between examinations and experience has remained a fundamental characteristic of the
Institute, up' to the present day. Today, the Institute examines over 43,(500 candidates
each year, sitting at 162 centres worldwide.

An Institute coat of arms, which carries the motto Accuratio Probitas Justitia

(Accuracy, Probity, Justice) was granted in 1932. Other significant events in the develop-
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ment of the Institute include the Royal Charter, which was granted in 1975 and a name
change, to the Chartered Institute of Management Accountanté, in 1987. The change
was made because it was felt that the word “management” reflected more accurately the
purpose of the Institute and the qualification and standing of its members. -

Somewhat more recent changes include a fundamental re-examination of the
Institute’s educational system which has taken place over the last two years. This in
turn has lead to the introduction of a new syllabus, under which the first exams will be
sat in May 1995. The new syllabus is still grounded in the principles and techniques of
cost and management accountancy. However, this has now been made even more rele-
vant to industrial, commercial and financial organisations. For example, the study of
Japanese pr(;duction techniques has become part of a core aspect of the syllabus con-
cerned with modern management accounting techniques.

The syllabus was reviewed to recognise the fact that, in servicing the needs of manage-
ment, the role of the'management accountant, had developed and was changing continu-
ally. A number of developments in industry and finance had altered the angle from
which management accountants approach their work. The most notable influences were:

* automation and integration of production techniques;
* the increased availability of information technology;
* new financial practices; and

e the increasing globalisation of business.

Similarly, the UK has recently experienced a number of devélopments in educational
philosophy and practice; for example there has been a general shift towards work-place
testing and using case studies.

The content of the new syllabus was also supported by the findings of a major research
study which established what management accountants do and what they need to know
in order to carry out their work. The historic view of the management accountant was as
a cost accounting specialist. However, the research identified one of the key roles of man-
agement accountant as a provider to management of management information and of
predictive skills. The syllabus has been cultivated in line with this research. For example
the subjects at Stage 4, the final level of CIMA examinations, convey clearly some of the
strategic competencies which are required of management accountants. This final Stage
comprises Strategic Financial Management, Strategic Management Accountancy and

!
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Marketing, information Management and Management Accounting Control Systems.

CIMA also recognises that management accountants need to be excellent analysts,
good managers and above all, excellent communicators. In acknowledgment of this, part
of the education of the management accountant involves the development of quantitative
techniques, analytical abilities and presentaﬁon skills. These skills are developed by
means of thorough testing, across 16 subjects, at 4 stages and 3 years assessed practical
experience.

After completing the practical experience requirements, members of CIMA are deemed
to be associates of the Institute and may use the designatory letters ACMA. If the mem-
ber has had three years’ experience in a more senior and responsible position, then they
may apply for fellowship of the Institute. Fellows may use the designatory letters FCMA.

The Institute has a Continuing Professional Development Programme which provides
structured guidance to qualified members on management and professional develop-
ment. The purposes of the programme are threefold. Firstly, Continuing Professional
Development, or CPD enhances the value of the qualification, secondly it sustains and
enhances CIMA as a professional body and thirdly, it maintains the competence of
Institute members.

CPD Guidelines, helping CIMA members to determine their professional and manage-
ment training ha‘ve been issued. At present, the scheme is voluntary. However, mem-
bers are reminded, in an ethical code, of their responsibilities to maintain, enhance and
develop their professional competence. The guidelines provide CIMA members and their
employers with the means to achieve this.

Qualified management accountants should be prepared to commit a minimum of 30
hours per year to structured CPD, for example attending courses and seminars. The
Institute runs courses and seminars which tie-in with the CPD guidelines. In addition,
CIMA also holds courses on more specific subject areas. For example, in this year’s
schedule of courses, there are seminars on Japanese Cost Management and Company
Accounting in the Far East. For the purposes of CPD, members are advised that struc-

*  tured learning activities should also be supported by unstructured private study.

The development of the qualification has also been influenced by the requirements of

eniployers and the changes in the market for accountants. CIMA has recently consulted

fully with employers of management accountants and members of the Institute from

78

NI | -El ectronic Library Service



The Japanese Associ ation of Managenent Accounting

companies worldwide about the qualification. In the development of the syllabus, and
generally, the Institute has an excellent relationship with employers. This has been
enhanced by the formation of an Employers’ Group which works with over 2,000 employ-
ers of CIMA students in the UK alone. Through the commitment of employers to the
CIMA qualification, the Institute has been able:
 to develop a syllabus which is more appropriate to the needs of the working
environment; and
® to establish quality standards for the provision of education to CIMA students
and for the training which is provided to students by employers.

There have recently been other significant changes within industry which have had an
effect on management accountancy. In Western countries, these changes include the
need for industry to increase spending on research and development and the require-
ment to make substantial investment in new technology. To add to the diversity of well
established accounting concepts and techniques, the Institute is engaged in continuous
‘research to establish how these can be adapted to meet the changing needs of business.
CIMA currently spends £150,000 per year on research.

The Institute has produced two five-year research plans, the first of which called for
academic research to be targeted at a number of issues, including Just In Time and other
Japanese production techniques. The second of these plans has identified wider areas
which require research, including:

e whether and how companies are adapting their accounting systems to
deal with new manufacturing technologies and processes;

e assessing the appropriate management accounting techniques to apply
in service businesses;

¢ the extent to which companies undertake long-term financial planning
and the methods which they‘use to do so ;and

e whether different disciplines, for example the adoption of the Japanese
practice of target costing, contribute to the development of management
accounting. ‘

In carrying out extensive research, the Institute aims to combine the standards and
strengths of a professional body with an openness to new ideas, to enhance the qualifica-

tion and standing of manégement accountants.
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As part of CIMA’s commitment to its members, the Institute provides a number of ser-
vices which are maintained by around 165 members of staff. These include the
Institute’s joumal Management Accounting which is issued monf,hly. A total of approxi-
mately 90,000 copies are circulated worldwide. The Institute also houses a leading man-
agement accounting library and information service and runs management and profes-
sional development conferences and courses. In addition, CIMA publishes booklets, study
texts and books on management accounting and related subjects and operates a network
of branches around the United Kingdom. |

CIMA recognises that the scope of management accountancy is not confined to the
United Kingdom. For some time, CIMA has had strong and effective international con-
nections and, of the Institute’s 33,000 members, approximately 25% are based outside
the United Kingdom. As for students, about 38% are outside the UK.

Convinced of the worldwide application of management accountancy, the Institute has
established local organisations of members and students in 34 countries. CIMA has divi-
sional offices in 5 of these countries, Hong Kong, Malaysia, the Republic of lreland, Sri
Lanka and South Africa. These countries represeht the areas of highest growth potential
for CIMA membership. In addition, CIMA is now seeing significant growth in Zimbabwe,
Zambia, Botswana and Singapore. In Australia and Canada, the Institute is developing
alliances with local accountancy bodies with a view to promoting management accoun-
tancy. Members in these countries should also benefit from the additional support. The
Institute is also looking at ways in which its influence in China and the USA could be
extended.

I am delighted to speak with fellow management accountants, here in Japan. I hope
that this will enable the Institute to build more bridges and to help it to promote man-
agement accounting, around the World.

Thank you very much for listening, it’s always a pleasure to have the opportunity to

speak with fellow management accountants.
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