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The Relationship between Profit Evaluation Measure for the Divisional
Manager’s Performance and the Efficiency of Capital Utilization

Noriko Hoshi*

Abstract

Both the “profit before allocating head-office or corporate cost” and the “profit after allocating
head-office or corporate cost” are used to evaluate a divisional manager’s performance. From the
existing literature, it is found that the “profit before allocating head-office or corporate cost” is
used to evaluate a divisional manager’s performance. However, in the actual practice of
Japanese companies it is seen in the majority of cases that divisional managers are evaluated by
the “profit after allocating corporate cost.”

This paper examines the relationship between profit evaluation measures for the divisional
manager and the efficiency of capital, and clarifies why such practice is undertaken in Japan.
The author has conducted a questionnaire survey of all listed companies in the first section of
the Tokyo stock exchange in October 1997, and analyzed the resulting data with a log-linear
model.

The results suggest that using the “profit after allocating corporate cost” for evaluating divi-
sional managers is effective in improving financial performance (i.e. turnover of total capital and
ROI improve).
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BT M
& Bt EXMA FEHB & & FXIA HELB
F E & 6,100 2,400 3,700 6,100 2,400 3,700
EE)7e B 2,160 800 1,360 2,160 800 1,360
HERLEBRTED LUERE 240 80 160 240 80 160
BB A & 3,700 1,560 2,180 3,700 1,520 2,180
SRR ELENECE 1,600 640 960 3,180 1,145 2,035
SRR 2,100 880 1,220 520 375 145
EEARFEDEE 1,200 400 800 0 0 0
A - EE FBENOFEBFIE 900 480 420 520 375 145
AEE - HEEERA 400 120 280 20 15 5
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Z O i 1 0
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c ¥R TR 1: W | FE R
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HFT)— L LB EE RS20, SN BEEEETVEER L. SEEEEF L
BHOHHRIL, X¥MMICEVPHLIMBERLERILIER - AREGELT, ¥HEBOEE
BATHTT) —EBEHCTOMNTELNLTHE. NEBEEFNVIZRDE I LD TH
5.

4DODEHKA, B, C, D R3ZBW) or57rIT)—%ZThTh, i, j, k, | (i=1, 2, j=1, 2,
k=1, 2, I=1, 2), &l (i,j, k1) ODYEFERES,, BHEZ, LT2.

9, WaERIcHL, RELLVISOTRTOERNR, 1K, 2K SROXREERALE
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log f g, =utuf +ub+ul +uP +ufB+ulfCrulP+ulC+ufP+ugl +uffC+ufPP+uffP+ib0 +uliCP(5.1)

(i=1,2;j=1,2;k=1,2;1=1,2)
SZT, i, j, k, LIZ3EHA, B, C, DOATIT) —DH

ZOMMTEFL (5.1) KEINIFHEED) LWL OPDORBRE 0L LEEF VA RMAE
FhEWS, 2770, BBOEANIKEY, HILFEF00THNIENICED Z2EROMBEEIT
FTRTOLLTHMY DI D, 72k 2, uff=0, ufP=07% 51T,

l[ABC:=O, ufUﬂD::O’ LLACH)::O, ugUNJDZZO

ijk il ikl ijkl
thb, ZOEFNVERTERIT L,
— 1Aty Bt Cyyy Dy, ACy  BCy , BD , CD_ , BCD
logfijkl—u-l—ui tu tuy up tuy, +ujk +uﬂ +uy +ujkl (5.2)

%2 (EFVAC/BCD *ER¥5). ChODEFLLLRELREFVERIRT L X, *
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FVOEBEZRET 2HEMNVEMN TS 256, BRNIIKRFICET AV OPDEF VDT
AMNZEBTHIEICRD., FIT, AFETIE, ZOVK2OP0HBZHEFT VORISR E L
EFNVEROHTEINEEL LTAICEHVS. AICIZ7 4 v FAAMBELT, LirdEET
RENGA—=IBDOVLVET N ERAEARETHL. LT, TOAIC DEIFIRPDET
VEBEBRZLICRD. AICIERATERES.
AIC=-2'log (ETVOTTORRKLE)+ 2 HEETREBHZ/NNT A —FH)
7, AULERIIOWTIREENSL2ODETFVOLEZ BT A2 LELREICH VA LER
h 4 ZFFEEGIIIRKNTESNS.,
n..
G2=2§i:§:§§l:nijkllogm::§ (5.3)
SCT, ng, ZBIE, my, 3EOLHEEE
AT EEZMBEICT A0, COLERIA ZFKEEG2Er (HHE) 2fioT,
2OFF VD AIC DE,
AIC,,—AIC,=G*—2r | (5.4)
ZZT, AIC,  REMEFNDAIC, AIC, : HaHIEF VD AIC
ZRD, TOENLAICDEI/NEETIVEEIRT L.
BB, BIRENEFTVOERE, REEHOHEEMEE KD, ThEZhORREMAS.

6. MR
6.1. DHER

®AICEKL EEK5DFHRIZOVTERZENRBINET VD AIC LWL DPDABAET VD
AICLDEZRD A, NILHHRICELTHBOFERANZL 225> T2 SN RBAIEF IV
EHT112DH 5. FICKATE - LEBELREFRHBELMBEERL OBREZRARLZEHPEY
THhoH00, ERBLEKCLEND, >5VIEIEHREXELETVERATL.

BEFNVDAIC DFEIZERE, TOLH ko, Kerd, BMBERLZBREARERE L
L&, AICHB/IPDEFNVIIABIEFTVAC/BCD TH 5. &£ - T, FREHEFINVAC/BCD
PROLDTIZTVOIVEFLVELTEIRLZ. T/, UWBERPREARENRERLET S L,
AIC SB/PDETFTVIEIAMETIVA/BCE TH 5. & o THEEHIET VA/BCE % EIRL 7-.

®4 ETHER HEFEEXR)

BARRIE
, 1 | 20K
. . (oY
A:Z A CHIRERE DGR D=
1 ARI2EBEREILAE[2ER
LI 1B BRI 9| 12 7 8
o E R R 9 6 9| 28
o |LEEEERE| 5| 6| 6 3
R DY 11| 13| 21| 24
9

NI -El ectronic Library Service



The Japanese Associ ation of Managenent Accounting

BHEXEE B9k H25

&5 HExLHER MEFAREEFIRE)
B AEE R
s | 2K

ERREARREERSE
LAE 2R LA |2:ER
LA LT AT geFl 4 9| 12 8 7
|2 ERBAE 9 6/ 20 17
0. LB REF) 5 6 4 5
o R R 14| 10| 24] 21

®6 AICH=E (MEARDOEXR)

lasmit| crimee

EF) G’ |df| p |AICD#=E
ABCD - - - 0
ABD/ACD/BCD| 0.439| 2] 0.803| —3.561
ABC/BCD 6.148| 4| 0.188] —1.852
ABD/BCD 9.439| 4]|0.051| 1.439
ACD/BCD 4.409| 4| 0.353| —3.591
AB/BCD 13.667| 6]0.034| 1.667
AC/BCD * 6.687| 6| 0.351| —5.313
AD/BCD 12.024| 6/ 0.061| 0.024
A/BCD 13.713| 7| 0.057| —0.287

* BRI NETN
RT7T AICDE FEABEFHX)

E 7V G®> |df| p |AICD#=
ABCE - - - 0
ABC/ABE/BCE | 0.148| 2]0.929| —3.852
ABC/BCE 0.213| 4| 0.995 —7.787
ABE/BCE 7.559| 4| 0.109| —0.441
ACE/BCE 0.721| 4| 0.945| —7.279
AB/BCE 7.732 6| 0.258] —4.268
AC/BCE 0.752| 6| 0.993| —11.248
AE/BCE 7.773| 6| 0.225| —4.227
A/BCE * 0.779| 7| 0.353| —13.221

* | EIRSNIET I
RIZ, TO20DRBHEFTNDIING A —F DI EfEERDD L, R8DLH b, H#
tnvizeheEh (A, B, C,, D), (A4, B, C,, E)) THb. 2%1, §NTOEHIOV
THTFIT) — 1 DOHENEEIIL>TWS,

%8 FRMTFILACBCD TOREE (REAEER)

¥ % OB #5218

u;y |ZA1L = —0.588

ui | FEE LR & —0.074

us |FUREERE BB A R4S —0.046

u; |REARERE ER 0.251

X H fF H #e e B

us | AL FRIRE B ok BLER A R 2 0.871
us | AERE HER * FRIEE 1K sk FLER 14 Il 4%

usy | AREELE kR ER M ER ExER —0.418

uy  |FlIERIEE % REAR B EmE ER ARG ER —0.303

umm | AERE Rk FIRIEE xR EAREER KRR xER
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HEBROFIRERTMIBE L EEOBAPAER L OB

K9 ATREMETIVA/BCE T TCOHEME MBEABREFZER)

F ® F HesEfE
u; |ZA1t [ 0.011
uj | AR {159 —0.154
us | FlERFEHE AR Bl 4% , 0.496
u; | REREEFRE ER 0.251

%X H E M HEEE
ugy | AR LE IR IEE 15k BB 1A Fll 45 ?
uy | AHEHLE*REREEFIEE KxER —0.251
usy |FIRIE * EREEF R FEREFE*ER —0.614
usy |AERE L 4 FIRIE « REAREERRE | R+ EREA S+ ER |

6. 2. EROHIR

(1) MEXEEE

BERAEROBES, BIRINIABAIETIVAC/BCD 2, ZHCORKENTERA LE
B, DAV LTWAEIEEERLTWS., 230, EHA (ZALLOBRE) 12, ZHCH
K1 (BEHWEMI) AT, Fk#E2 (REE - LEBRERENR) HNTEHB (RIE-
HLBEEILF) RPERD BEAREBER) LIIBEFRIRV, FRITEENRV.

F7:, BE¥B, C, DICHTAMEMEHEZRL L, WE=0.480) ZHEEMENT T ATk o T
. THIARE - LBBELENS <MET£ﬂ§T$%%§%$mwaém%Lm« ¥:N
W LABEESMME L ARTE - HEEEBEAREHVCWCEEREZFHML T 20EOH
Wy A2HENSVWI EEZRLTWS,

uBP=1.020) b HEEMATT T A2 Y, THIEARE- BB ILRIEEHRTRARCE
¥R % 5 LEROECSFEICHNR, RTE - LEBLFPEAKRIBE - LEBRREAMET
BHEDRZFMOLEROBRCAEOHBAT IHEIHVI L ZERL TV

%0, $%®Mﬁ%%#$¥%kﬁﬁéhfwéﬁ¥1d,$%E#&§Eﬁ&ﬂﬁf
HERE 2 M3 HiE, EREGERIEL LS. TR 2F0LDOTHEH 5, K3i21X
THEE .

(2) MEXEEF|EFE

BEARRERRBOREE, BIRXN-AEBMEFVA/BCE ZA L BCE 52l LTw3
TERBWRLTWAS, OF ), EHAIRBCEIZE -7z BRI 2. E¥B,C,E\CHTAXKE
EHEZRS L, wBf=0.803), wBF=0.468) L LHIZTTRAITRY, REABEEORE L

222

BROBRVBONIZ. LoT, REARFFIRRICONTY, KR 21EXFENZILITRD.

6. 5k

M OSHERD?S, IKH1ITBIRSNT-EFVD2LRBZEHA (BHILORE) LE¥B
(REE-LERILE) OBBPRBEINT, IRTLEIENTELD2 o7 RA2DAFTFEL
hiz. 2%, [BERROEBRIPKEVEE, 0F ) AHE - LBEFLRPMECEE, FER
BEOMBFEMIGIEICARRE - L BEERBEAREZHVL0EIE, BEEE RERDNERRE, #
BEARABRENGZE) PRV, vz b,
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BLEHEPROERMERR, EHEOANBEZRR R —FAOEZIZHVWSLZTTIIERL,
HEMMED SHBERE LTOHEERO-DICEEZBENTH LENT 5 X 5 128
520030 TLH5H. T, ERIFMEERORENREME, FEEEIFZOBREREDD
THSOHBIZTE S (BHTEER) BEXVHICHRILSHAE L2025 M 5482 R
I 2DDOTLRITNIE LRV LIZHS. _

LB ICHEERBEORBREHERTEIY, ThICL DL o> TES T TREEIS T TV HE
MR BHREOBERRELEEREICRHE I TV &, FEREOEHIRZEEB LI X
FEEPWMAT S, E5ICFDMOREEIIT > T HBIY — © X ERFI R AR ERFA AL b K&
WCBEERIIBBEINDLIHICRY, SHOFEICLEDZREE LBBEOEHAINEL 2B
ON, BEPEOEHEMELIX MEEBDLHMKTLTHS).

ZI X, BERRVBSOMAKL-FHENRLZ2ERLRIAEHLZ2EI2ZIEL
CEME T 24ENAVWONE 2 51E, FEFEI T T I IMHMOBELZERTLIENE TS L
IZHBTHA).

L7225 T, BERIHBEZ R TOLLEITERRICRIN 2 HEROREEREL S5 2,
AHBEEZ CTEX L2 ITHERICBE L T B AR, AHE - LBERRBENRZEETE
DOFEFFMBRICH V2139 2%, 2L ER (BAAEKE, REARBEEFER) IR
THHAI). TOZLEPARRMOEMERNPO IR EINT-DITTHS.

EZAT, AIROHG LOFiRE LT, ARE - XBBEXERORD, 0F D ARLOEH -
—EARBORDIZ, THODOER -+ — AP HEBIIBE I, EXHROEBROIR
BPRELGoERELZ. LA L, G TRIEH - — Y ABEDN, FFERIBESL
BT TIREL, BREHIIBE SN TEINST Y MY =Y 7 E&N2Y, Ya7—F %
—ERELTHALZY, 5VEF o2 BBROLTVABEENLT I N -V TT 5T
—AbHbH. TNLDOLHFEIZOVTH, HHOREEE - LBEBELRI/NEL RoTWEHIIHRS
WRWDT, Z0 [INEL oK E - LBEZER L -BOFETARIIZITEHERTRRIC
%h.] TEIZEELYITRY. LEAL, ThODHAZLTLY [HEFZEOHERIKE W]
LWz hw, ThODFr —RIZOWTARBIZ IO E2ITo T RW, TOTI M-V ¥
TRV 2T — FH—ER2ED WOV TIIROBZERE L L.

o

CORLEERT 510X, AHAYEORIHHHE, PHZILSRE Y S22
TL7 37, BRTHLOREN D OARIORMEREOT AL PR VLEEF LA b,
LX) EALELETET.

p: 3

OEEEFORFESY (BBWEFT 215721534 L EBAUEA IOV TOFMIL, RAERFRFRHEETENE
#} @ Discussion Paper No.881 Z & & 7>\,

(2)Varadarajan and Ramanujam[1990}iZ, KD X 5 2 KHEHT, KL% BERL¥E) LERIEE FRAEF)
ED2ODHTI) LB ESEL.

MEAMRER LB LEERICOVTZOEEDOH IR (median values) %FHHT 5. RWERAIEIR LT LR

BRIZODVTHLZODENE BIZZOHFIMEL ) bEVEL ORFELRILEL T5. ZOMAIIERIILHE
THhY, S7220BEDO) LARLLEIEL LNV EDOREBEIZONTHIMEL ) BENEEZ D OLETH .
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