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Introduction

What Is Value- Based Management?
Recent Years Have Seen a Plethora of New Management Approaches for Improving Organizational Performance: Total Quality Management, Flat Organizations, Empowerment, Continuous Improvement, Reengineering, Kaizen, Team Building, And so On. Many Have Succeeded – But Quite a Few Have Failed. Often the Cause of Failure Was Performance Targets That Were Unclear or Not Properly Aligned with the Ultimate Goal of Creating Value. Value-Based Management (Vbm) Tackles This Problem Head On. It Provides a Precise and Unambiguous Metric – Value – Upon Which an Entire Organization Can Be Built.
The Thinking Behind Vbm Is Simple. The Value of a Company Is Determined by It's Discounted Future Cash Flows. Value Is Created Only When Companies Invest Capital at Returns That Exceed the Cost of That Capital. Vbm Extends These Concepts by Focusing On How Companies Use Them to Make Both Major Strategic and Everyday Operating Decisions. Properly Executed, It Is an Approach to Management That Aligns a Company’s Overall Aspirations, Analytical Techniques, And Management Processes to Focus Management Decision Making On the Key Drivers of Value.
Principles

Vbm Is Very Different From 1960s-Style Planning Systems. It Is Not a Staff Driven Exercise. It Focuses On Better Decision Making at All Levels in an Organization. It Recognizes That Top-Down Command-And-Control Structures Cannot Work Well, Especially in Large Multi Business Corporations. Instead, It Calls On Managers to Use Value-Based Performance Metrics for Making Better Decisions. It Entails Managing the Balance Sheet As Well As the Income Statement, And Balancing Long- And Short-Term Perspectives. When Vbm Is Implemented Well, It Brings Tremendous Benefit. It Is Like Restructuring to Achieve Maximum Value On a Continuing Basis. It Works. It has High Impact, Often Realized in Improved Economic Performance, As Illustrated in Exhibit 1.
Examples of Vbm’s Impact: Exhibit-1
	Business
	Change in Behaviour
	Impact

	Retail
Household
Goods
	Shifted From Broad National Growth Program to Focus On Building Regional Scale First
	30-40% Increase In
Potential Value

	Insurance
	Repositioned Product
Portfolio to Emphasize
Products Most Likely To
Create Value
	25% Increase In
Potential Value

	Oil
Production
	Used New Planning And
Control Process to Help Drive Major Change Program
	Multimillion Dollar
Reduction in Planning
Function Through
Streamlining
Prompted an Acquisition
Exposed Nonperforming
Managers

	Banking
	Chose Growth Versus Harvest Strategy, Even Though Five-Year Return On Equity Very Similar
	124% Potential Value
Increase

	Telecom
	Generated Ideas for Value Creation
* New Service
* Premium Pricing
Around 40% Of Planned
Development Projects in One Business Unit Discontinued
Sales Force Expansion Plans Completely Revised After Discovering How Much Value They Would Destroy
	240% Potential Value
Increase in One Unit
246% Potential Value
Increase in One Unit
Na
Na


Pitfalls

Yet Value-Based Management Is Not Without Pitfalls. It Can Become a Staff-Captured Exercise That has No Effect On Operating Managers at the Front Line or On the Decisions That They Make.
A Few Years Ago, The Chief Planning Officer of a Large Company Gave Us a Preview of a Presentation Intended for His Chief Financial Officer and Board of Directors. For About Two Hours We Listened to Details of How Each Business Unit Had Been Valued, Complete with Cash Flow Forecasts, Cost of Capital, Separate Capital Structures, And the Assumptions Underlying the Calculations of Continuing Value. When the Time Came for Us to Comment, We Had to Give the Team A+ For Their Valuation Skills. Their Methodology Was Impeccable. But They Deserved an F for Management Content.
None of the Company’s Significant Strategic or Operating Issues Were On the Table. The Team Had Not Even Talked to Any of the Operating Managers at the Group or Business-Unit Level. Scarcely Relevant to the Real Decision Makers, Their Presentation Was a Staff-Captured Exercise That Would Have No Real Impact On How the Company Was Run. Instead of Value-Based Management, This Company Simply Had Value Veneering.
Not Methodology
The Focus of Vbm Should Not Be On Methodology. It Should Be On the Why and How of Changing Your Corporate Culture. A Value-Based Manager Is As Interested in the Subtleties of Organizational Behaviour As in Using Valuation As a Performance Metric and Decision-Making Tool.
When Vbm Is Working Well, An Organization’s Management Processes Provide Decision Makers at All Levels with the Right Information and Incentives to Make Value-Creating Decisions. Take the Manager of a Business Unit. Vbm Would Provide Him or Her with the Information to Quantify and Compare the Value of Alternative Strategies and the Incentive to Choose the Value-Maximizing Strategy. Such an Incentive Is Created by Specific Financial Targets Set by Senior Management, By Evaluation and Compensation Systems That Reinforce Value Creation, And – Most Importantly – By the Strategy Review Process Between Manager and Superiors. In Addition, The Manager’s Own Evaluation Would Be Based On Long- And Short-Term Targets That Measure Progress Toward the Overall Value Creation Objective.
Vbm Operates at Other Levels Too. Line Managers and Supervisors, For Instance, Can Have Targets and Performance Measures That Are Tailored to Their Particular Circumstances but Driven by the Overall Strategy. A Production Manager Might Work to Targets for Cost Per Unit, Quality, And Turnaround Time. At the Top of the Organization, On the Other Hand, Vbm Informs the Board of Directors and Corporate Centre About the Value of Their Strategies and Helps Them to Evaluate Mergers, Acquisitions, And Divestitures.
Value-Based Management Can Best Be Understood As a Marriage Between a Value Creation Mindset and the Management Processes and Systems That Are Necessary to Translate That Mindset Into Action. Taken Alone, Either Element Is Insufficient. Taken Together, They Can Have a Huge and Sustained Impact.
A Value Creation Mindset Means That Senior Managers Are Fully Aware That Their Ultimate Financial Objective Is Maximizing Value; That They Have Clear Rules for Deciding When Other Objectives (Such As Employment or Environmental Goals) Outweigh This Imperative; And That They Have a Solid Analytical Understanding of Which Performance Variables Drive the Value of the Company. They Must Know, For Instance, Whether More Value Is Created by Increasing Revenue Growth or by Improving Margins, And They Must Ensure That Their Strategy Focuses Resources and Attention On the Right Option.
Management Processes and Systems Encourage Managers and Employees to Behave in a Way That Maximizes the Value of the Organization. Planning, Target Setting, Performance Measurement, And Incentive Systems Are Working Effectively When the Communication That Surrounds Them Is Tightly Linked to Value Creation.
The Value Mindset
The First Step in Vbm Is Embracing Value Maximization As the Ultimate Financial Objective for a Company. Traditional Financial Performance Measures, Such As Earnings or Earnings Growth, Are Not Always Good Proxies for Value Creation. To Focus More Directly On Creating Value, Companies Should Set Goals in Terms of Discounted Cash Flow Value, The Most Direct Measure of Value Creation. Such Targets Also Need to Be Translated Into Shorter-Term, More Objective Financial Performance Targets.
Companies Also Need Nonfinancial Goals – Goals Concerning Customer Satisfaction, Product Innovation, And Employee Satisfaction, For Example – To Inspire and Guide the Entire Organization. Such Objectives Do Not Contradict Value Maximization. On the Contrary, The Most Prosperous Companies Are Usually the Ones That Excel in Precisely These Areas. Nonfinancial Goals Must, However, Be Carefully Considered in Light of a Company’s Financial Circumstances. A Defence Contractor in the United States, Where Shrinkage Is a Certainty, Should Not Adopt a “no Layoffs” Objective, For Example.
Objectives Must Also Be Tailored to the Different Levels Within an Organization. For the Head of a Business Unit, The Objective May Be Explicit Value Creation Measured in Financial Terms. A Functional Manager’s Goals Could Be Expressed in Terms of Customer Service, Market Share, Product Quality, Or Productivity. A Manufacturing Manager Might Focus On Cost Per Unit, Cycle Time, Or Defect Rate. In Product Development, The Issues Might Be the Time It Takes to Develop a New Product, The Number of Products Developed, And Their Performance Compared with the Competition.
Even Within the Realm of Financial Goals, Managers Are Often Confronted with Many Choices: Boosting Earnings Per Share, Maximizing the Price/earnings Ratio or the Market-To-Book Ratio, And Increasing the Return On Assets, To Name a Few. We Strongly Believe That Value Is the Only Correct Criterion of Performance.
Exhibit 2 Compares Various Measures of Corporate Performance Along Two Dimensions: The Need to Take a Long-Term View and the Need to Manage the Company’s Balance Sheet. Only Discounted Cash Flow Valuation Handles Both Adequately. Companies That Focus On This Year’s Net Income or On Return On Sales Are Myopic and May Overlook Major Balance Sheet Opportunities, Such As Working Capital Improvement or Capital Expenditure Efficiency.
Measuring Corporate Performance: Exhibit-2
	Growth

Of Net
Income
	Multiyear

Discounted
Cash Flow Or
Economic Profit

	Net Income,
Return On
Sales
	Roic Minus Wacc,*
Economic Profit
(One Year)


	Greater Need For
Long-Term View
High Probability
Of Significant
Industry Change
* Technology

* Regulation

* Competition

Long Life Of
Investments
Complexity of Greater Need for Balance Sheet Focus
(Capital Intensity)
Working Capital
Property, Plant, And Equipment
* Return On Invested Capital Minus Weighted Average Cost of Capital


Decision Making Can Be Heavily Influenced by the Choice of a Performance Metric. Shifting to a Value Mindset Can Make an Enormous Difference. Real-Life Cases That Show How Focusing On Value Can Transform Decision Making Are Described in the Inserts “vbm in Action.”
Finding the Value Drivers

An Important Part of Vbm Is a Deep Understanding of the Performance Variables That Will Actually Create the Value of the Business – The Key Value Drivers. Such an Understanding Is Essential Because an Organization Cannot Act Directly On Value. It has to Act On Things It Can Influence – Customer Satisfaction, Cost, Capital Expenditures, And so On. Moreover, It Is Through These Drivers of Value That Senior Management Learns to Understand the Rest of the Organization and to Establish a Dialogue About What It Expects to Be Accomplished.
A Value Driver Is Any Variable That Affects the Value of the Company. To Be Useful, However, Value Drivers Need to Be Organized so That Managers Can Identify Which Have the Greatest Impact On Value and Assign Responsibility for Them to Individuals Who Can Help the Organization Meet It's Targets.
Value Drivers Must Be Defined at a Level of Detail Consistent with the Decision Variables That Are Directly Under the Control of Line Management. Generic Value Drivers, Such As Sales Growth, Operating Margins, And Capital Turns, Might Apply to Most Business Units, But They Lack Specificity and Cannot Be Used Well at the Grass Roots Level. Value Drivers Can Be Useful at Three Levels: Generic, Where Operating Margins and Invested Capital Are Combined to Compute Roic; Business Unit, Where Variables Such As Customer Mix Are Particularly Relevant; And Grass Roots, Where Value Drivers Are Precisely Defined and Tied to Specific Decisions That Front-Line Managers Have Under Their Control.
It Took Five Levels of Detail to Reach Useful Operational Value Drivers. The “span of Control,” For Example, Was Defined As the Ratio of Supervisors to Workers. A Small Improvement Here Had a Big Impact On the Value of the Company Without Affecting the Quality of Customer Service. Percent Occupancy Is the Fraction of Total Work Hours That Are Spent at an Operator Station. Relatively Minor Changes Here Also Have a Major Impact On Value.
Key Value Drivers Are Not Static; They Must Be Regularly Reviewed. Once the Retailer Reaches It's Goal of 1.2 Delivery Trips Per Transaction, For Example, It May Need to Shift It's Focus to Cost Per Trip (While Continuing to Monitor Trips Per Transaction to Make Sure It Stays On Target).
Identifying Key Value Drivers Can Be Difficult Because It Requires an Organization to Think About It's Processes in a Different Way. Often, Too, Existing Reporting Systems Are Not Equipped to Supply the Necessary Information. Mechanical Approaches Based On Available Information and Purely Financial Measures Rarely Succeed. What Is Needed Instead Is a Creative Process Involving Much Trial and Error.
Nor Can Value Drivers Be Considered in Isolation From Each Other. A Price Increase Might, Taken Alone, Boost Value – But Not If It Results in Substantial Loss of Market Share. In Seeking to Understand the Interrelationships Among Value Drivers, Scenario Analysis Is a Valuable Tool. It Is a Way of Assessing the Impact of Different Sets of Mutually Consistent Assumptions On the Value of a Company or It's Business Units. Typical Scenarios Include What Might Happen If There Is a Price War, Or If Additional Capacity Comes On Line in Another Country? Thinking About Such Issues Helps Management Avoid Getting Caught Off Guard and Brings to Life the Relationship Between Strategy and Value.
Management Processes
Adopting a Value-Based Mindset and Finding the Value Drivers Gets You Only Halfway Home. Managers Must Also Establish Processes That Bring This Mindset to Life in the Daily Activities of the Company. Line Managers Must Embrace Value-Based Thinking As an Improved Way of Making Decisions. And for Vbm to Stick, It Must Eventually Involve Every Decision Maker in the Company.
There Are Four Essential Management Processes That Collectively Govern the Adoption of Vbm. First, A Company or Business Unit Develops a Strategy to Maximize Value. Second, It Translates This Strategy Into Short- And Long-Term Performance Targets Defined in Terms of the Key Value Drivers. Third, It Develops Action Plans and Budgets to Define the Steps That Will Be Taken Over the Next Year or so to Achieve These Targets. Finally, It Puts Performance Measurement and Incentive Systems in Place to Monitor Performance Against Targets and to Encourage Employees to Meet Their Goals.
These Four Processes Are Linked Across the Company at the Corporate, Business-Unit, And Functional Levels. Clearly, Strategies and Performance Targets Must Be Consistent Right Through the Organization If It Is to Achieve It's Value Creation Goals.
Strategy Development
Though the Strategy Development Process Must Always Be Based On Maximizing Value, Implementation Will Vary by Organizational Level.
At the Corporate Level, Strategy Is Primarily About Deciding What Businesses to Be In, How to Exploit Potential Synergies Across Business Units, And How to Allocate Resources Across Businesses. In a Vbm Context, Senior Management Devises a Corporate Strategy That Explicitly Maximizes the Overall Value of the Company, Including Buying and Selling Business Units As Appropriate. That Strategy Should Be Built On a Thorough Understanding of Business-Unit Strategies.
At the Business-Unit Level, Strategy Development Generally Entails Identifying Alternative Strategies, Valuing Them, And Choosing the One with the Highest Value. The Chosen Strategy Should Spell Out How the Business Unit Will Achieve a Competitive Advantage That Will Permit It to Create Value. This Explanation Should Be Grounded in a Thorough Analysis of the Market, The Competitors, And the Unit’s Assets and Skills. The Vbm Elements of the Strategy Then Come Into Play. They Include:
· Assessing the Results of the Valuation and the Key Assumptions Driving the Value of the Strategy. These Assumptions Can Then Be Analyzed and Challenged in Discussions with Senior Management.
· Weighing the Value of the Alternative Strategies That Were Discarded, Along with the Reasons for Rejecting Them.
· Stating Resource Requirements. Vbm Often Focuses Business-Unit Managers On the Balance Sheet for the First Time. Human Resource Requirements Should Also Be Specified.
· Summarizing the Strategic Plan Projections, Focusing On the Key Value Drivers. These Should Be Supplemented by an Analysis of the Return On Invested Capital Over Time and Relative to Competitors.
· Analyzing Alternative Scenarios to Assess the Effect of Competitive Threats or Opportunities.
Developing Business-Unit Strategy Does Not Have to Become a Bureaucratic Time Sink; Indeed, The Time and Costs Associated with Planning Can Even Be Reduced If Vbm Is Introduced Simultaneously with a Reengineering of the Planning Process.
Target Setting
Once Strategies for Maximizing Value Are Agreed, They Must Be Translated Into Specific Targets. Target Setting Is Highly Subjective, Yet It's Importance Cannot Be Overstated. Targets Are the Way Management Communicates What It Expects to Achieve. Without Targets, Organizations Do Not Know Where to Go. Set Targets Too Low, And They May Be Met, But Performance Will Be Mediocre. Set Them at Unattainable Levels, And They Will Fail to Provide Any Motivation.
In Applying Vbm to Target Setting, Several General Principles Are Helpful:
Base Your Targets On Key Value Drivers, And Include Both Financial and Nonfinancial Targets. The Latter Serve to Prevent “gaming” Of Short-Term Financial Targets. An R&D-Intensive Company, For Example, Might Be Able to Improve It's Short-Term Financial Performance by Deferring R&D Expenditures, But This Would Detract From It's Ability to Remain Competitive in the Long Run. One Solution Is to Set a Nonfinancial Goal, Such As Progress Toward Specific R&D Objectives That Supplements the Financial Targets.
Tailor the Targets to the Different Levels Within an Organization. Senior Business-Unit Managers Should Have Targets for Overall Financial Performance and Unit-Wide Nonfinancial Objectives. Functional Managers Need Functional Targets, Such As Cost Per Unit and Quality.
Link Short-Term Targets to Long-Term Ones. An Approach We Particularly Like Is to Set Linked Performance Targets for Ten Years, Three Years, And One Year. The Ten-Year Targets Express a Company’s Aspirations; The Three-Year Targets Define How Much Progress It has to Make Within That Time in Order to Meet It's Ten-Year Aspirations; And the One-Year Target Is a Working Budget for Managers. Ideally, You Should Always Set Targets in Terms of Value, But Since Value Is Always Based On Long-Term Future Cash Flows and Depends On an Assessment of the Future, Short-Term Targets Need a More Immediate Measure Derived From Actual Performance Over a Single Year. Economic Profit Is a Short-Term Financial Performance Measure That Is Tightly Linked to Value Creation. It Is Defined As:
Economic Profit =
Invested Capital X (Return On Invested Capital – Weighted Average Cost of Capital)
Economic Profit Measures the Gap Between What Companies Earns During a Period and the Minimum It Must Earn to Satisfy It's Investors. Maximizing Economic Profit Over Time Will Also Maximize Company Value.
Action Plans and Budgets
Action Plans Translate Strategy Into the Specific Steps an Organization Will Take to Achieve It's Targets, Particularly in the Short Term. The Plans Must Identify the Actions That the Organization Will Take so That It Can Pursue It's Goals in a Methodical Manner.
Performance Measurement
Performance Measurement and Incentive Systems Track Progress in Achieving Targets and Encourage Managers and Other Employees to Achieve Them. Rarely Do Front-Line Supervisors and Employees Have Clear Performance Measures That Are Linked to Their Company’s Long-Term Strategy; Indeed, Many Have None at All.
Vbm May Force a Company to Modify It's Traditional Approach to These Systems. In Particular, It Shifts Performance Measurement From Being Accounting Driven to Being Management Driven. All the Same, Developing a Performance Measurement System Is Relatively Straightforward for a Company That Understands It's Key Value Drivers and has Set It's Short- And Long-Term Targets. Key Principles Include:
1. Tailor Performance Measurement to the Business Unit. Each Business Unit Should Have It's Own Performance Measures – Measures It Can Influence. Many Multi Business Companies Try to Use Generic Measures. They End Up with Purely Financial Measures That May Not Tell Senior Management What Is Really Going On or Allow for Valid Comparisons Across Business Units. One Unit Might Be Capital Intensive and Have High Margins, While Another Consumes Little Capital but has Low Margins. Comparing the Two On the Basis of Margins Alone Does Not Tell the Full Story.
2. Link Performance Measurement to a Unit’s Short- And Long-Term Targets. This May Seem Obvious, But Performance Measurement Systems Are Often Based Almost Exclusively On Accounting Results.
3. Combine Financial and Operating Performance in the Measurement.
Too Often, Financial Performance Is Reported Separately From Operating Performance, Whereas an Integrated Report Would Better Serve Managers’ Needs.
4. Identify Performance Measures That Serve As Early Warning Indicators. Financial Indicators Can Only Measure What has Already Happened, When It May Be Too Late to Take Corrective Action. Early Warning Indicators Might Be Simple Items Such As Market Share or Sales Trends, Or More Sophisticated Pointers Such As the Results of Focus Group Interviews.
Once Performance Measurements Are an Established Part of Corporate Culture and Managers Are Familiar with Them, It Is Time to Revise the Compensation System. Changes in Compensation Should Follow, Not Lead, The Implementation of a Value-Based Management System.
Compensation Design
The First Principle in Compensation Design Is That It Should Provide the Incentive to Create Value at All Levels Within an Organization. Compensation for the Chief Executive Officer – Though a Popular Topic in the Press – Is Something of a Red Herring. Managers’ Performance Should Be Evaluated by a Combination of Metrics That Reflects Their Organizational Responsibilities and Control Over Resources.
At the Chief Executive Level in a Publicly-Held Company, Increases in Stock Prices Are Directly Observable, And Therefore a Ceo’s Bonus Can Take the Form of Stock Options or Stock Appreciation Rights. Even So, Many Stock Price Changes Result From Factors Outside the Ceo’s Control, Such As Falls in Interest Rates. Stock Appreciation Plans Can, However, Be Adjusted to Remove Such General Market Influences so That They Focus On the Aspects of Company Performance That Are Directly Attributable to the Skill of Top Management.
Discounted Cash Flow (Dcf) Is Not One of the Performance Metrics in Exhibit 6 For Good Reasons. Dcf Is the Present Value of Forecasted Cash Flows. If Compensation Relied On Dcf, It Would Be Based On Projections, Not Results.
However, We Do Recommend Using Dcf in Conjunction with Economic Profit to Establish Benchmarks and Reward Performance at the Business-Unit Level. The Long-Term Perspective Provided by Dcf Can Balance the Short-Term, Accounting-Based Metric of Economic Profit. The Latter Is Often Negative In, For Example, Start-Up or Turnaround Projects, Even Though Value Is Being Created.
The Role of Dcf Is to Act As a Corrective so That Compensation Can Be Calculated Appropriately at the Business-Unit Level.
At the Front Line of Management, Where Financial Information Is Rarely an Adequate Guide, Operating Value Drivers Are the Key. They Must Be Sufficiently Detailed to Be Tied to the Everyday Operating Decisions That Managers Have Under Their Control.
Implementing Vbm Successfully
Although Putting a Vbm System in Place Is a Long and Complex Process, Successful Efforts Share a Number of Common Features (See Exhibit-3). Most of These Points Have Already Been Discussed, And Others Are Self-Explanatory, But the First Feature Is Worth Elaborating.
Keys to Successful Implementation: Exhibit-3
	1. Establish Explicit, Visible Top Management Support.
2. Focus On Better Decision Making Among Operating (Not Just Financial) Personnel.
3. Achieve Critical Mass by Building Skills in a Wide Cross-Section of the Company.
4. Tightly Integrate the Vbm Approach with All Elements of Planning.
5. Underemphasize Methodological Issues and Focus On Practical Applications.
6. Use Strategic Issue Analyses That Are Tailored to Each Business Unit Rather Than a Generic Approach.
7. Ensure the Availability of Crucial Data (E.G. Business-Unit Balance Sheets).
8. Provide Standardized, Easy-To-Use Valuation Templates and Report Formats to Facilitate the Submission of Management Reports.
9. Tie Incentives to Value Creation.
10. Require That Capital and Human Resource Requests Be Value Based.



As with Any Major Program of Organizational Change, It Is Vital for Top Management to Understand and Support the Implementation of Vbm. At One Company, The Ceo and Cfo Made a Video for Their Employees in Whom They Pledged Their Support for the Initiative Declared That the Basis of Compensation Would Shift at the End of the Year From Earnings to Economic Profit, And Gave Examples of What Vbm Meant. All Business Units, For Instance, Would Be Expected to Earn Their Cost of Capital. “if Our Cost of Capital Is 12 Percent,” The Ceo Said, “a 12 Percent Rate of Return On the Capital That We Have Invested Is Not Good Enough. An 11 Percent Return Destroys Value, And a 13 Percent Return Creates Value. But a 14 Percent Rate of Return Creates Twice As Much Value As a 13 Percent Return.”
Most Managers Had Not Thought About Their Business in These Terms. The Video Caught Their Attention and Showed Them That Top Management Supported the Change That Was Under Way.
Though Active Top Management Support Is a Necessary Condition for the Successful Implementation of Vbm, It Is Not Sufficient in Itself. Value-Based Management, As We Have Suggested, Must Permeate the Entire Organization. Not Until Line Managers Embrace Vbm and Use It On a Daily Basis for Making Better Decisions Can It Achieve It's Full Impact As an Aid to the Long-Term Maximization of Value.
Conclusion
Although Putting a Vbm System in Place Is a Long and Complex Process, Successful Efforts Share a Number of Common Features. Most of These Points Have Already Been Discussed, And Others Are Self-Explanatory, But the First Feature Is Worth Elaborating.
Most Managers Had Not Thought About Their Business in These Terms. The Video Caught Their Attention and Showed Them That Top Management Supported the Change That Was Under Way.
Though Active Top Management Support Is a Necessary Condition for the Successful Implementation of Vbm, It Is Not Sufficient in Itself. Value-Based Management, As We Have Suggested, Must Permeate the Entire Organization. Not Until Line Managers Embrace Vbm and Use It On a Daily Basis for Making Better Decisions Can It Achieve It's Full Impact As an Aid to the Long-Term Maximization of Value.
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