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3® EP (Economic Profit)
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HEMEDOYE KD 720121, HHELBIE TR IENLBEEELLETHA. T F -
IyEVa v, METARET CAM AR RETFETHAS. 2 OF THEMESHT %
TV, PF U OFER, BBABEORLZFMITSL I LiX, EELEFRREREL LD,
F 7o, ERBEE, RBICHBETH - TE R 6, BT INTIEETRIED L. ET07
DIZIZHFEEE I BV TREOEREZBWROITL L &, EEOHMEUIFEETHH. FHET
MIAEARIE, RO 2EBTAL7-OOBREY—LTHAE. FOEZADH TEARIZ 25 B
2 & L TIZEP (Economic Profit) 25 L T\ 5.
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The Journal of Management Accounting, Japan
Vol. 8, No. 1-2 2000

Value Based Management
Kazuaki Ikeda™

Abstract

Maximizing cash flow is becoming a key corporate objective in Japan. However
the concept is often misunderstood that it is just a working capital management, a
cash pooling or a divestment of money losing business unit. We define the cash
flow management as the same as Value Based Management, which means that
applying a shareholder value concept to strategic and operational decision making,
is a powerful way of energizing the whole corporation in pursuit of value.

In creating a long-term strategy, we sometimes use Scenario Envisioning, an
innovative technique used to develop a new vision of an industry’s possible future
with our clients. Then, we evaluate a client’s current business model against some
future scenarios and design a new business model to survive in a new environ-
ment. Shareholder value analysis is a precise tool to evaluate the long-term eco-
nomic impact of environmental changes and strategic options.

To make Value Based Management a reality, we need performance measures,
which can measure real shareholder value creation in a certain period, and we
need to incentivize people at all levels to pursue the overriding objective of improv-
ing shareholder value. The Economic Profit is suitable for these objects.

Key Words

Cash Flow, Shareholder Value Analysis, Scenario Envisioning, Peformance
Measures, Economic Profit
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