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Abstract

The purpose of this paper is to understand the meaning of cash flow
return on investment (CFROI) accounting and to study the charac-
teristics and problems. CFROI accounting applies the idea of internal
rate of return (IRR) to performance evaluation and corporate valua-
tion. The characteristics and advantages of CFROI accounting are as
follows. (1) CFROI accounting is a comprehensive accounting system
relevant to mutual in the accounting figures. (2) CFROI accounting is
the real acquisition-cost accounting and enables to period comparison
and comparison between companies. (3) CFROI accounting is the in-
vestor oriented accounting. The problems of CFROI accounting are as
follows. (1) CFROI accounting has average thinking and is based on
the non-realistic assumption that the present cash flow is appropriate to
the future cash flow. (2) CFROI accounting is the ratio in nature, there
fore the increase in CFROI is not necessarily the corporate value in-

crease in itself.
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