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A Study on Cost-Volume-Profit planning and Residual Income Valuation Model based
on Real Option Analysis
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Stochastic Cost-Profit-Volume analysis proposed as a profit-planning
method under uncertainty has produced a large number of research results. These research, however,
had been sharply reduced since the 1990s. On the other hand, Real Option Approach was proposed as a
decision-making method for capital investment under uncertainty at the end of the 1980s, but these
decision-making models were never established in Japan®s management accounting practice.

This study aims to clarify theoretically and empirically that the profit management and investment
decision-making process are dynamically extended from the viewpoint of real option analysis.
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