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Micro-profit Center System for Empowerment :
A Case Study of the Amoeba System at the Kyocera Corporation’

Hiroshi Miya

Introduction

Empowerment can be the key to success-
ful management (Johnson, 1992). Some
Japanese companies use micro-profit center
systems to this end’(Cooper, 1995).

Kyocera Corporation, one of the most
profitable and fastest growing companies in

Japan, was founded in 1959 as a small-scale
producer specializing in fine ceramic parts
(see Fig.1 and Fig.2). Since then, the compa-
ny has been diversified to become a vertical-
ly integrated manufacturer with fine ceramic
technologies as the foundation of its business
(see Fig.3).
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Kyocera has been armed with its micro-
profit center system, which creates a large
number of self-support units called “amoe-
bas.” Amoeba is a small autonomous organi-
zation composed of 10 people in average.
Like a unicellular animal, it is continually
disunited and united. A single step of the
manufacturing process or a small regional
area of sales offices can be divided into this
unit. Once becoming an independent amoeba,
it becomes self-sufficient. It is supposed to
earn its own living not only by reducing the
cost of its products or services, but also by
selling them to internal and external cus-
tomers.

The ultimate purpose of this system is to
raise the entrepreneurial leaders. Under the
pressure to run assigned businesses, the
amoeba leaders are expected to learn what
management is about and to realize how
enjoyable it is. Though all the leaders do not
have enough experience to manage the profit
centers, they have to be responsible for the
entire business just like the presidents of real
companies. The leaders are required to make
decisions on such matters as the volume of
production, selling prices, investment, and
the appropriate size of the amoeba.

The first question of this study is how
those inexperienced leaders can make such
difficult decisions. And the second question
is how such highly autonomous micro-profit
centers can join their forces. Little attention
has been given to the precise mechanism of
the amoeba system’. Based on our intensive
case study, we provide evidence that a well-
designed management accounting system,
together with the corporate philosophy and
the flexible organization, plays an important
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role to support empowered amoeba leaders.
The Research Method

Our concern is not to verify “grand the-
ory,” but to discover the “grounded” theory
of the amoeba system (Glaser and Strauss,
1967). As qualitative information is suited for
this purpose, Tani‘ and I have conducted
intensive case studies at Kyocera Corporation
and its subsidiaries since 1995. We investi-
gated various aspects of the amoeba system
such as accounting, administration, organiza-
tion, leadership, marketing, manufacturing,
R&D, new business, corporate culture, and
corporate philosophy.

Research materials were collected main-
ly from semi-structured interviews and direct
observations. We had interviews with execu-
tives of administration, manufacturing, R&D,
and new business, and with amoeba leaders
of manufacturing, management, and account-
ing. We observed shipment, manufacturing,
monthly meetings, morning meetings, and so
on at Kokubu plant and Shiga plant of
Kyocera. Additional research materials were
gathered from analysis of planning and con-
trol materials, documents of “the amoeba
management workshops®” and so on.

The Micro-profit Center

Except for some administrative and
R&D sections, amoebas are usually operated
as profit centers regardless of their size. In
the case of manufacturing amoebas, sales to
internal and external customers are recog-
nized as their revenues. To make profits,
amoebas try to minimize their controllable
costs. Moreover, it is peculiar to Kyocera



that they are allowed to negotiate the buying
prices of parts and services with the selling
amoebas, not simply following the pre-deter-
mined transfer prices on market-basis or
cost-basis.

Buying and selling between amoebas
does not always take priority over the deal-
ings with the external companies. If the
terms of the external offer are more favorable
than those of internal one, “the buying
amoeba” can make a deal with the external
suppliers. In order to continue the dealing,
“the selling amoeba” needs to offer quicker
delivery or higher quality as well as lower
costs than external suppliers. On the other
hand, the selling amoeba is also permitted to
sell the external customers its products at
higher prices, as far as these dealings do not
damage the Kyocera’s competitive advan-
tages.

By removing the boundaries of a compa-
ny, market mechanism prevails among every
amoeba including upstream ones that do not
face the end consumers. Amoebas are expect-
ed to be competitive in the market and
always improve themselves, even though they
possess fewer resources than external com-
petitors.

The Entrepreneurial Leadership

What amoeba leaders need is an entre-
preneurship. They are responsible not only to
make their own amoebas profitable by carry-
ing out the given tasks efficiently, but also to
grow them up in the long run by planning
monthly, yearly, and mid-term (5 years) tar-
gets and innovating on the existing condi-
tions.

On selling products, leaders ought to
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consider the long-term relationship with cus-
tomers and set appropriate prices to satisfy
both sides. When making production plans,
leaders estimate the yield rates and place the
right amount of orders. If it is possible to
gain the economy of scale from the tie-in
order, leaders will try to make a contract
with the supplying amoebas for harmonizing
each operation and sharing the merit. Since
deciding appropriate investment is also the
leaders’ duty, they will make efforts to keep
in touch with other sections as marketing and
R&D to gather the up-to-date information.

Moreover, how to organize amoebas is
particularly important in the amoeba system.
As there is no fixed rule to divide them, the
judgement depends on leaders’ management
ability. Taking advantage of the amoebas’
flexibility, the leaders can freely modify the
organizational structures. For example, the
size of an amoeba may be reduced and the
criterion for dividing amoebas may be
changed from the manufacturing process-
basis to the product-basis. Kyocera employ-
ees believe that it is time to revise the orga-
nization when leaders feel difficulties in
grasping the situation of their amoebas or
when the members’ motivation decline as
well as when their performancesrbecome
worse. The new organization is expected to
raise their motivation and support leaders’
decision making.

Though the size of amoeba is even
smaller than the smallest unit of the division-
al organization system, the responsibility of
the leader to amoeba is as great as that of the
divisional manager. An amoeba is so small
that it may look inefficient to delegate
authorities, but this micro-profit center has
many benefits such as good face-to-face
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communication among members, acute sensi-
tiveness to the environmental changes, and
quick responses to problems. Furthermore,
more than one thousand ordinary people—
about one employee in a dozen at Kyocera—
are given chances to become leaders, who
can learn by experience how difficult and
how enjoyable management is. As a result,
this system develops entrepreneurship of the
leaders to play the principal roles in the
empowerment management, and consequent-
ly leads to high profitability and fast growth
of Kyocera. :

The Amoeba Accounting System

While leaders are responsible for the
entire business, just like the presidents of
real companies, all of them do not have
enough experience to manage profit centers.
Thus, the first question of this study is how
those inexperienced leaders can make such
difficult decisions. The key point is the use
of management accounting information. The
first feature of the amoeba accounting system
is its simplicity. There is only one perfor-
mance measure, added value per labor hour,
which is calculated as follows® :

Step 1. Total Amount of Shipments
- Purchasing Costs from the
Company’s Other Amoebas
= Total Outputs
Step 2. Purchasing Costs from Outside
the Company + Operating
Costs + General Administra-
tive Costs = Total Expenses
Step 3. Total Outputs - Total Expenses
= Deduction of Sales
Deduction of Sales / Total
Added Value

Step 4.
Labor Hours =
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per Hour

These numbers are reported to every sin-
gle amoeba by income statements. The
income statements are as simple as house-
hold account books and are useful for pin-
pointing problems. Leaders can know the
amoebas’ performance at a glance. By com-
paring added value per hour with in-house
standard wage rate, each amoeba will know
if it is earning its living, because labor costs
are excluded from total expenses. (Fig.4 is a
sample of a manufacturing amoeba’s state-
ment.)

Accounting often gives the impression
that it is something like a black box only
accounting experts can read and handle.
When starting the amoeba system, Kazuo
Inamori, founder of Kyocera, was not satis-
fied with conventional management account-
ing systems because they were too compli-
cated for amoeba leaders having limited
accounting knowledge. To derive potential
ability from ordinary people, Inamori, who
used to be an engineer, strongly believed that
the management accounting system should be
designed for leaders running amoebas instead
of accountants. That is why the added value
per hour and the income statement were
invented.

Without the help of accounting sections,
it is easy for leaders to understand the state-
ment and to calculate their income and
expenditure. Because each category of the
accounting report indicates the impact on the
bottom line, and because amoebas are small
organizations, leaders can fully grasp the sit-
uation of their amoebas and point out the
confronting problems. To be brief, there are
only three ways to raise the added value per

hour: increasing sales, cutting costs down,
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[= 2]

Fig 4. Income Statement of Manufacturing Amoeba

and reducing labor hours, therefore even
inexperienced leaders can analyze internal
and external circumstances and can plan

proper strategies to run their amoebas.

Feedback of Performance

The second feature of the amoeba
accounting system is its quick and frequent
feedback cycle. In many companies the
results are returned once a month after some
weeks, but in Kyocera everyday and the fol-
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lowing day. Kyocera employees think month-
ly feedback data is so late and so aggregated
that leaders can not utilize those data to pro-
mote continuous improvement. Quick feed-
back can bring out early discoveries of prob-
lems and quick actions to cover failures.
Additionally, frequent feedbacks deepen
members’ awareness of profit. Thus, such
reporting system is indispensable to supple-
ment the leaders’ inexperience and eventual-
ly to achieve empowerment.

The third feature is the openness ofin-
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formation. Necessary and sufficient accoun
ting results on the amoebas’ performance are
passed not only to executives and leaders but
also to all amoeba members including part
time workers. At the morning meeting, the
results of the previous day and the targets of
this day are announced to every employee,
who can understand those numbers in the
same way as leaders.

Under the given condition, added value
per hour can be simply compared among
amoebas because the measure is not influ-
enced by the number of amoeba members,
function, or products, but by the efficiency
and effectiveness. Thanks to feedback infor-
mation, all members enjoy such competitions
as games and are self-motivated to win.
Besides, anyone can know whether his or her
amoeba is able to continue to earn its own
living. If it seems hard to survive, all amoeba
members will try to unite efforts. As empow-
erment relies on bottom-up suggestions,
sharing accounting information enhances
their commitments and furthers workers’ par-
ticipation and continuous improvement. In
this way, no matter how inexperienced lead-
ers may be, they can count on other
members’ small but many ideas, and can run
their amoebas well.

Although the management accounting
system to materialize those three features
over numerous amoebas is likely to initiate a
large amount of administrative expenses,
Kyocera considers that these expenses are
indispensable for the amoeba system and can
be paid off. On the other hand, the company
has accumulated know-how about the opera-
tion of the accounting system and has been
reducing its running costs.
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The Education of Corporate
Philosophy

Empowerment inevitably has some risks
that might encourage leaders and members to
take their selfish actions and to get the whole
company to fall into confusion. When
extremely tight profit targets are set for such
small centers as amoebas, leaders should
regard not only their centers’ interests but
also the whole company’s. Thus, the second
question of this study is how such highly
autonomous micro-profit centers can join
their forces.

Inamori thinks it is the key to successful
empowerment to train leaders to be persons
of good judgement who can take suitable
actions by themselves in any situations. For
this purpose, the company tries to educate
them about its credo, Kyocera Philosophy.
The philosophy of striving to “Do what is
right as a human being” shows leaders the
aim of the amoeba management, required
mental attitude, and code of conduct.

In Kyocera Philosophy, cooperation is
emphasized. According to Inamori’s idea,
necessary condition to work the amoeba sys-
tem effectively is to have absolute mutual
trust among all corporate members, such as
between executives and employees, and
among fellow workers. If there is no corpo-
rate culture to regard the right way of life,
this system would excessively arise rivalry
among amoebas or would cause their improp-
er acts, and would bring about the ruin of
companies in the end (Inamori, 1997).

Actually, no amoeba has sufficient
resources to succeed without support from
others, though they are regarded as self-sup-
port units. Paradoxically speaking, amoebas



can not help living together in mutual pros-
perity. The way to manage such collaboration
is one of the most important matters for
micro-profit centers, just as same as the
importance of forming strategic alliances for
real companies. Therefore, well-educated
leaders do not neglect cooperation and
always communicate with other amoebas to
maintain good relationship.

Communication Supported by
Accounting

It should be added that empowerment
does not mean leaving leaders alone. To
complement the education of the corporate
philosophy, executives and superiors also
have to make firm commitment to the amoe-
ba management. Since forcing their opinion
on leaders is against the spirit of the amoeba
system, they are to give leaders impartial
advice from broader points of view. When
two amoebas do not reach agreement on
dealing, superior above them will arrange
meetings, mediate between the conflicting
claims, and adjust their activities.

It is the management accounting infor-
mation that let executives and superiors know
the actual situation of amoebas and commu-
nicate fully with leaders. Kyocera’s account-
ing system is proud of its accuracy as well as
the simplicity as discussed above. As shown
in Fig.4, the accounting system calculate
income and expenditure per amoeba, which
includes common expenses and administra-
tive expenses. What executives have to do to
get the whole company’s profit is just to sub-
tract total labor costs from the sum of all the
amoebas’ deduction of sales. By dividing or
combining the amoebas’ results at their own

112

discretion, they can freely reach income and
expenditure per division, function, factory,
manufacturing process, product, sales area,
and customer.

Because the size of amoeba is small, and
because the accounting system is accurate,
amoebas do not have any room to hinder
their bad results caused by their selfish acts
or neglect of cooperation. Executives and
superiors can monitor all the amoebas
regardless of their size and, if necessary, can
give the leaders proper guidance. So long as
every Kyocera employees share the account-
ing information and knowledge, communica-
tion supported by accounting data has advan-
tages of making discussion concrete and
practical. Since the visibility of organization
is enhanced in this way, the accounting sys-
tem works as a useful communication tool
among executives, superiors, leaders, and
amoeba members. In the end, coordination
among highly autonomous micro-profit cen-

ters is realized.
Summary and Conclusion

Kyocera uses the amoeba system to pro-
mote empowerment. Developing entrepre-
neurial leadership is the ultimate purpose of
this system, which brings the perfect harmo-
ny between organization, management
accounting, and corporate philosophy (see
Fig. 4).

Though leaders do not have enough
experience in business, they are required to
run their micro-profit centers like the presi-
dents of real companies. Our first question is
how those inexperienced leaders can make
proper decisions. The key point is the use of
information.

management accounting
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Fig 5. Empowerment by the Amoeba System

Kyocera’s accounting system is proud of the
simplicity of calculation, the quickness and
the frequency of feedback, and the openness
of information. Such reporting system is
indispensable to supplement the leaders’
inexperience.

However, empowerment has some risks
that might encourage leaders to take their
selfish actions and to neglect cooperation
among amoebas. The second question is how
highly autonomous micro-profit centers can
join their forces. Kyocera tries to train lead-
ers to be persons of good judgement who can
take suitable actions by themselves in any
situations. For this purpose, the company
educates them in the corporate philosophy.

And executives and superiors are also sup-
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posed to give advice, mediate between the
conflicting claims, and adjust their activities.
The accounting system is so accurate that it
can work as a useful communication tool
among all the members of the company.

To conclude, let us consider the implica-
tions of this study. The first point to notice is
the relationship between empowerment and
accounting. Though Johnson (1992) empha-
sizes the importance of empowerment, he
argues that accounting information must be
removed from the operational control system.
Tani (1996) argues against Johnson that as
long as management accounting system is
well designed, it can promote empowerment
at least in the case of the micro-profit center
management. In Kyocera, this accounting



system has practical utility to amoeba man-
agement, and plays the important roles. This
fact supports Tani’s opinion.

The second point is the ways to imple-
ment and control strategies. Simmons (1995)
describes that there are four basic levers to
control them: beliefs systems, boundary sys-
tems, diagnostic control systems, and inter-
active control systems. And it requires a bal-
ance among them to implement strategy
effectively’. Simmons’s idea can be applied
to the case of Kyocera. Its accounting system
works as a diagnostic control system and an
interactive control system, and its corporate
philosophy works as a beliefs system and a
boundary system. Besides, the accounting
system and the philosophy complement each
other. Kyocera has been armed with such
unique and excellent management control
system, which is its core competence (Hamel
and Prahalad, 1994).

However, to discuss these issues is
beyond the scope of this brief paper. Further
investigation is expected for further under-
standing of the amoeba system, micro-profit
center system, and empowerment.
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Notes

1 An earlier version of this paper was pre-
sented at the 17th Annual Congress of the
European Accounting Association in
Antwerp, Belgium 6-8 April 1998.

2 In addition to Kyocera, Cooper provides
the examples: Higashimaru Shoyu, Kirin
Kyoto Erewery, Olympus, Taiyo Group.
Tani and I have conducted field research-
es at NEC Saitama, Sony Minokamo, and
SO on.

3 Exceptions are Cooper op. cit., pp.303-
316, and Hamada and Monden(1989).

4 Professor Takeyuki Tani, Kobe University.

5 The amoeba management workshops are
held at regular intervals to promote the
amoeba system to other outside compa-
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nies by Kyocera’s consulting subsidiary,
Kyocera Communication Systems.

6 These steps are prepared by referring to
Hamada and Monden, op. cit., p.203.

7 Simmons writes, “Beliefs systems are
used to inspire and direct the search for
new opportunities. Boundary systems are
used to set limits on opportunity-seeking
behavior. Diagnostic control systems are
used to motivate, monitor, and reward
achievement of specified goals. Interac-
tive control systems are used stimulate
organizational learning and the emer-
gence of new ideas and strategies (Sim-
mons, p.7).”
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