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@ beginning of things

Global Solutions to the Global Problem
NAA Conference at Bermuda 1988

. .IBIS (Integrated Business Information System )
: A study of combining production
and accounting systems
Aug. 27 1987

by: Makoto Kawada , Manager
Corporate Planning Department
Teijin Seiki Co., LTD: Japan 1 987

Abstract

As production concepts have changed from standard-mass-production to
diversified small-batch production in 1980's , the disruption between
production and accounting system became conspicuous . Quite a lot of
manufacturers seem to be failing in adopting the new production
systems like JIT , MRP , OPT both in Japan and the U.S.. Major reason
for this is that the theoretical and practical integration of
production and accounting hes not been realized yet in actual business
Even in the field of accounting , institutional cost accounting for
disclosure and management cost accounting for internal control have
not theoretically been co-ordinated . Teijin Seiki’s IBIS (Integrated
Business Information System ) is going to present the system
architecture for integrating the production flow and the cash-flow ,
then cash-flow information and the accounting information by employing
an advanced computer technique of real time database processing . But
what is more important now is the philosophy rather than the technique
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. How to recomstruct the philosophical scheme specifically in terms of
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The Rise and Fa“ Of A Process of Ongoing Improvement

This book is about progress. It’s about the creation
and acceptance of improvements—change for the better.
It's about Jonah, Alex, Julie and others trying to under-
stand what makes their world tick so they can make
it better.

It's about a process of ongoing improvement. This
global perspective of organizations can be used to prevent
the decline of manufacturing in the Western World— and
the loss of our standard of living. Or we can allow those
nations that compete with us to again capitalize on our

Management Accounting

ideas thus accelerating their emergence as the leading
economic powers in the world

The Novel That is Changing American Business

1984

Eliyahu M. Goldratt

Jeff Cox -~

With a New Preface by the Authors




Volume =Make More

Resource Operation Oriented Paradigm
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NCTR / pc. : 630 min.
Q/ 630=0.048 TMC(1998)

SCCC COM. 3



Velocity =Flow Fals'te'b\h/laterial Flow Oriented Paradigm

One Piece Flow

(Converting & NCTR:Net Conversion Time Ratio
Carrying lot: 1 pc.)

Kaizen and
Evolution
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Integrated Design Information Transferred to Media

Design
Information

—

|

N:Sending Speed
of Sending media

Sending media=Man, Machine

Receiving media=Material
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In “Integrating
Type” Product

: N/L is
hundreds of
times
(Source of
“Productivity
Miracle” )

From T.Fujimoto
Model




Knowledge Pattern Pivot

Toyotism (Eastern) h Fordism (Western)

&% )
Make-to-order, Make to-stock,
limited productlon mass productlon
f The faster the materials flow, the ) The more products men or

_ better. Velocity (time-axis) ) _ machines make, the better. Volume

: Pull ;Push
: Seniority wages ] Piece-rate wages ] /\
, g 7 SME can

| Multi-talent workers ] __Single talent workers . T
: Co-operative labor, total optimum ] " Division of labor, local optimum S pivot::
| Kaizen by workers themselves | | Kaizen by Kaizen staff
s N - N

Standard work made by Standard work made by
L workers themselves ) L engineering staff
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https://researchleap.com/impact-smes-financing-business-growth-nigeria-study-keffi-mararaba-metropolis/
https://creativecommons.org/licenses/by/3.0/

Is Lean-TPS Easy or Difficult ?

Olf only you can count ten by folding fingers, then
introducing TPS is OK.  ( Taiichi Ohno)

©“Hundreds of thousands of executives from thousands of businesses have
toured Toyota's plants in Japan and the US. What’s curious is that few
manufacturers have managed to imitate Toyota successfully — even

though the company has been extraordinarily open about its practices.”
Spear and Bowen (1999)

© Why is Lean-TPS so difficult to implement and to sustain?
The relationship between profitability/financial success and actions that
people should take is not clear. David Cochran (2006)




ROE, the most popular KPI cannot measure “B2B Monetary Flow~ in the Post— Corona Era .
How to overcome “Short—term Profit Penchant” in the Shareholder Capitalism ?

“ Americans have become all the more concerned
on the short-term reporting profit in the income
Statement. In many cases, the market put focus

ROE(Return on Equity)

40.0

30.0

oo | — | e on the current net profit, and not a small part of
10,0 Nissan managers’ remuneration is linked to the current
00 R stock price (stock option) which intensified
2017 2018 2019 2021 GM ’
100 e oehiba managers’ concern for the current, not future,
200 —Sharp profit, thus robbing American managers of the

-30.0

energy to pursue a company’s long-term

reputation. ”
Stiglitz, J. (2004), The Roaring Nineties-why we’re paying the price for the

-40.0

greediest decade in history, Penguin Books. (Nobel Laureate,2001)

ROE 2017 2018 2019 2020 2021
Toyota 10.7 12.0 11.9 11.2 9.0
Nissan 144 10.1 5.7 0.9 3.5 GM and FORD are recovering in 2021, OK.. But, Sharp,
FORD 13.6 8.8 1.6 ~14.3 12.7 once almost bankruptcy, seems constantly too high,
GM 30.0 19.3 15.6 14.0 38.6 while Toyota’ s ROE looks relatively lower. ! ?
Toshiba -36.0 8.2 2.6 13.9 8.9
Sharp 20.3 22.4 22.6 18.8 22.8 SCCC COM. 8




Histogram of Net Income

(Consolidated Income Statement, Listed Companies, Japan
Mar. 2000—Mar.2007)

Why it’s not
Normal
Distribution ?

LIS

Japan also requires
healing from Profit
Penchant disease.

Graduate from
“Creative Accounting”
for short-term profit
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Source : Yoshida - Kunimura

(2008) Data: from NIKKEI
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SCCC (Supply chain Cash Conversion Cycle)
/ B2B Money Flow /Stakeholder Capitalism

Disrupted global Supply

Chain suddenly aggravated

SCCC of all the four auto-

manufactures in Japan.

Is there any measures to

—— recover the velocity of
monetary flow?

—/

SCCC COM. 10




Shifting Mindset can happen within half a day !

Paper-Airplane Folding Game
Why One-Piece Flow wins? / “Eyes open !” within half a day
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T ! — | OK, “Velocity , not Volume”
m Productivity Miracle exactly Happens !
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SSMT
Q ROE that looks good is Created by adjusting Volume

ROE = net income / sales x sales / total assets (ROA) x total assets / equity capital

i

-

)

roblems : “cosmetic” ROE” by vo/lume adjustment
= Increase inventory
({1 . . »”
= “profit-recording in advance
= “own share repurchase”
({1 s P
= “push—in sales

“Increasing debt ratio in B/S (Leverage)” etc. 1

Detected by
worse SCCC

Q

Dysfunction : Cosmetic volume hampers sustainability, could fall into
black—ink bankruptcy , or may even repeat ILehman Panic in 2008 @

Measure : Reinforce ROE by adding Velocity indicator like SCCC that exposes the
sustainability of business, giving the smarter judgement to the traders. ; |

Proposal : Collaboration of “ROE awvith BSQ & SCCC




SCCC : From Volume- Velocity- based Productivity Notion

SCCC (Supplychain Cash Conversion Cycle)

330.0

© SCCC (Supply chain Cash Conversion Cycle)
= (Accounts Receivable / Sales X 365)
+ (Inventories / CGS X 365 )

280.0 e Toyota
- Vissar + (Accounts payable/CGS X 365 )

. BtoB
s o (CGS: Cost of Goods Sold )

Toshiba Features for “Miracle”:
130.0 — Sharp
80.0 (@D SCCC should evolve every year,
S S S @) The result of SCCC is accumulated to BSQ .
@ Values to support Miracle

sccc | 2017 2018 2019 2020 2021 - “Paying earlier” is advantageous for business and society.
Toyota 119 | 1104 | 1385 | 1274 | 1528 - Waltlr?g tllme & bgffer Is cost, as net processing tlme..le.‘,. .
Nissan 1357 | 1318 | 1233 | 1297 | 1656 * Velocity is more important than Volume for Productivity.
FORD 146.8 236.7 231.7 256.2 238.6
GM 297.9 176.6 187.7 220.5 2124
Toshiba 2318 | 2308 | 2484 | 2498 | 2642 The Essence : Cost = Price X Quantity
Sharp 191.3 188.0 254.6 188.2 188.9 XTime AXiS

SCCC COM. 13




SSMT
PP put the melee of ROE into order for mid-term Profitability

PP(Profit PP (Profit Potential) ROE (Return on Equity)
Potential) || .., "
= Operation Profit | |~ "
/ inventories | o -~
80.0 \ = Toyota 20 e TOYOta
= Operating Profit 60.0 Nissan 10 Nissan
/Sales 40.0 FORD 0 FORD
X Sales . M GM
. . e ] 0Shiba 10 e T0shiba
/Inventories
0.0 e Sharp Sharp
2017 2018 2019 2020 2021 -20
-20.0
-30
-40.0
-40
PP
m— 2017 2018 20719 2020 2021 ROE 2017 | 2018 | 2019 | 2020 | 2021
oyota 835 945 904 947  76.1
_ Toyota 10.7 12 11.9 114 9.0
r(';';;" 983 445 253 30 -13.2 Nissan 14.4 10.1 5.7 09 -35
441 282 °0 -424 440 FORD 12.4 8.7 17 -149 127
GM 1093 835 736 785 1095 GM 245 21.6 16.8 169 336
Toshiba 198 176 9. 272 21.8 Toshiba 36 8.6 2.1 138 8.9
Sharp 28.7 410 34_4| 17.4 31.6 Sharp 20.3 22.4 22.6 18 22.8

SCCC COM. 14



@ PPER =Stock Price/PP reinforces the weakness of PER )
Previous | This term| This term Accounting Phenomena The weak_ness of .PEB
to tempt management
@ |Sales 500 500 500 unchanged to short-term profit
@ |Inventories 200 260 120 Inventories penchant like
@ |Operating Profit 100 120 80 Profit ® = © T e Sl (e 1567
perating Profi roti " to make the
@  |Profit rate 0.20 0.24 0.16 current stock price
® [Turnover rate 2.50 1.92 4.17velocity © = @ look CI'C'Ieaper- Igl)-lead-
in-sand ostric
® |PP(Profit Potential ) 0.50 0.46 0.67
@ year-over-year -0.04 0.21Profit Potential © = @ Wile, reducing
inventories like “Case
worse or better worse better 27 realize the better
PP and PPER like “®
P . 7
Stock Price 3000 3000 3000 &® thus
©® |PER 30.00  25.00 37.5undervalued = overvalued strengthening the
long-term
PPER 6000 6510 a449g°vervalued =undervalued competitiveness of the
business.




Balance Sheet is Flow, not Stock information.
BSQ is the verifier of the reliability of ROE
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BSQ( Balance Sheet Quality)

2017

2018

2019

2020

2021

e TOyOta

Nissan
FORD
GM
Toshiba

Sharp

BSQ=M/A + N/C

,where M : Inventories and trade receivables
A : Total assets
N : Current liabilities
C . Liabilities & Shareholders Equity

When Lead Time or NCTR gets better, M/A and/or
N/C gets smaller so that BSQ value gets smaller.

The lower the proportion of procured funds used
for operation, or the higher the proportion used for
Innovation or investment, BSQ gets smaller.

BSQ is an “evolution indicator” which should
evolve , reinforce sustainability of business.

BSQ 2017 2018 2019 2020 2021
Toyota 0.45 0.45 0.45 043 044
Nissan 0.50 0.47 0.50 0.57 0.51
FORD 0.65 0.67 0.67 0.60 0.57
GM 0.55 0.55 0.56 0.53 0.50
Toshiba 0.98 0.87 0.78 0.84 0.75
Sharp 0.79 0.80 0.86 0.87 0.83

BSQ value is the result of creating flow Kaizen, which
increases the sustainability and the “lead-time
productivity.” Toyota is No.1 , two risky Japanese

company’'s BSQO is relatively very low.
PPPP(\R/!_ y Q y y 15




SSMT

SPL is the product of Innovation and Operation of Business

SPL(Sales per Lead time)

2017

2018

2019

2020

—=

2021

SPL(Seles Per Lead time) = Sales/SCCC”
Numerator = Volume = factor of Innovation
Denominator = Velocity = factor of Operation

SPL

2017 2018

2019

2020

2021

Toyota

246.5

266.2

2183

234.9

178.1

Nissan

86.4

90.7

93.9

76.1

47.0

FORD

75.3

78.6

78.0

57.6

68.7

GM

95.4

96.6

84.8

67.6

67.5

Toshiba

17.0

171

14.9

13.6

12.8

Sharp

10.7

12.9

5.5

121

12.8

Much smarter stock market
Already possible is to measure A SPL
of everyday or even every instant.
Slope( Differential factor) of the
denominator( A SCCC) and numerator

(Revenue) can be updated in real time
by DX.

SCCC COM. 17



Accounting and IoT*FinTech enabling
Balance Sheet—focused Mgt.

E——) Nov. 2020
1. P/L is not “flow”, but is just “the A,E?.fjﬁ,"

difference between the two fixed

point with unknown variables in (Acquired Business Model Patent/ Japan )

between , and B / Sis the flow Title of invention : Real-time Balance Sheet generation

information in which money flows system and program, Balance Sheet evaluation and Fund
on the time axis Circulation Velocity Evaluation Program

Patent No. 6873423 (April 23, 2021,
2 Recent IoT technology can track

the “flow of material and money” Right holder: SCCC, Real-Time Management Promotion
in real time and update B/S in ot/ N
which the amount of net assets => “For—Free License” to Individual Corporation to
(OI‘ proﬁt) is updated in real time serve the smarter Stakeholders’ capitalism.

SCCC COM. 18



@ Measure the sustainable power of business through
B/S & C/F, not P/L, - Oriented Management

Less inventory through Kaizenincreases cash
reserves along with less tax for less profit

v/ L

Relatively less demand Relatively easier Procurement | |Retirement of debt
for working capital of investment capital

Improved BSQ

(/ N :

Less current assets & More fixed Less current liabilities
assets for more Investment U -

More Net assets & earned surplus (Fiscal Profit)

— Mid- to long term

Competitiveness of Business
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“Lean-TPS is simple and easy”
Three conditions to realize Miracle :

3. oonioveren maeerr o aes Vet m—— reere 4

(@ The President’ s own unyielding commitment to shift

. 12016 Amazon
the value from Volume to Velocity Kindle (20?6)
¥ 1.056

2 Gemba people acknowledge within half a day the

advantage of the smaller—batch production
@ HQ accountants should be able to support new velocity
—oriented KPI .
(Conversely, miracle never happens if any one of the
three is missing.)
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@ Evolution & Waku-Waku -oriented KPI to

Encourage Creating Flow *
A Increase sales (share) Mission of SSMT (Smart Stock Market Trading)
A Increase cash flow * Fewer inventories through Kaizen may reduce
A SaleS / employee short—term ROE, which, however, has improved

SCCC, BSQ, SPL., substantial competitiveness.
You can invest in this company.

(Denominator fixed)
A Reduce Inventory days

* On the contrary, even if ROE is up by increasing

A Reduce LT inventory , but BSQ, SCCC, or SPL is down,

A SCCC |ncrease long—term competitiveness or sustainability of the
A Increase Profit Potential (PP) .company is dett;:’riorated. ( may fall into “black-
A First Time Through nk ba";ir:if;czpl' )( —

A Availability rate oriented Old paradigm)

A Cost Per Unit
A On-Time delivery

A Machine operating rate




CLPG PACKAGING INDUSTRIES

Miracle in
Malaysia

N

start of JIT| 1st Year | 2ndyear | KRM |
Balance Sheet 201312 201412 | 2005512 | 2016712 jjudgement
] Current Assets 5574 6620 7928 S608
2 __ {Cash and bank balances) 45 80 241 550 | o
| (Trade Receivables) 2958 1875 2168 2764
/i (Inventories) 1875 2040 1508 1302 | £4
/& Total Assets 134955 14693 22104 23314
a: Current Lishilities B714 9635 6120 S046
7 liTrade Paysbies) 1631 1128 2005 720 53
i Totsl lisbilities Qg31 10229 13291 12685
3 Met Azcets 4427 4464 EB15 10634
i Total Lishilities & Net assets 138959 14693 22110 23319
Income Statement
It Revenue 16098 16238 16294 202206
IFi Cost of Sales 12646 12786 18722 14434
F Gross Profit 3452 3452 3571 5772
H General & Administration Expenses 2332 2307 2656 29
ik Op erating Profit 1120 1145 815 3743
JIT Management Analysis
A Balance Sheet Quality(=B4 G) 0.93 0.44 0.39
(Invertories+Heceivables Assets) (Total Assets— 077 017 017
Cash & Bank balances) = (3w @05 - - '
o Ei?am Payables)” (Lisbilitiee & Met Assets) = 066 028 023
D Supply Chain Cash Conversion Cycle (SCCC)=E+F+G 1404 135.2 119.0
E |Inventory Tumover days = @7 x 365 | 55 9 50_9 15_5
F Trade Receivebles Turnover days = 370 = 365 47 6 46.4 44 5
G Trade Payables Tumover days = 071 x 365 369 37.9 389
General Financial Indicator (for reference)
I Sales Operating Profit ratio % 267 138 W5 =
J ROE (Return on equiti) % R 0.07 0.06 019 <5\ =




Miracle
in Iran

SCCC

(from Mar.2018 to
Jan.2019) ABAD GARAN ,
Chemical Constriction, Iran

224 215 2210 — 200
400 213 228 203 207 « -
P e 168 165 165 172 168 Receivables
200 116 108———h0G e OT g 91 . - - - - Produ_ct
S S S— — — — | S Y | R
0 — — — - — — —— —— — — ‘ Payables
March2018 April May June July August  September October November Decemdmsond week- January
. “ .
explanation VTR The fo_rmer wide plirchasmg
| ey material warehouse” has
Inventory Turnover days- Raw material  (3) 43 i transformed into 3 “morning
Inventory Turnover days- product  (3) 12 assembly plaza” by much
Receivables Turnover days .(2) 62 h CCCC i .
Payables Turnover days - to Shareholders - shorter S Increase in
to buy material (4) 98 “Space Productivity” that is not
Payables Turnover days (5) 53 o ial .
SCCO (2)1(3)+(4)+ (5) 266 counted in financial accounting.




[oT*DX=Al Era for Productivity Miracle

Real-Time updated
Balance Sheet

The day’s trial balance The day’s
B/S,P/L,C/F
(all input price basis) B/S BSQ,SCCC
Update money R P/L,C/IF
flow . - N . today’s
corresponding Real-time journalizing receipt
to material : ) paid
ﬂOW_m real automatic real-time input E’{ tomorrow to
time %® M ( suppliers
operations at Genba /
%
Beginning B/S
money mat / | pay/ | wip . pro rec/ | cas/
ovh . |cgs/ pro
flow pay | cas | /mat wip /ov /Wip gs/ p sal rec
material : — : :
flow proc. pay input pass each|finish| ship deliv [colle.
mate. |pur.price| mate. | process |prod.| prod. |prod | rec

Quick action

Measure evw

. Real- time tracking of the process including waiting time and buffer
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for your participation
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