The following is a select review of the financial impacts of steam optimization.

· Return on assets (ROA).  As a financial variable, ROA is simply the ratio of net income for an accounting period to the average value of plant assets in place for that period.  A corporate decision-maker uses ROA as a measure of how hard assets work.  To illustrate, consider two plants, both with $10 million in assets.  One produces an annual income of $1 million  (a 10% ROA), while the other produces $2 million (20% ROA).  This is clearly a difference worthy of investigation.

· Production cost per unit.  Competition in some industries forces managers to focus on cost.  This is especially true for high-volume, commodity processes such as refining, primary chemicals, and pulp and paper production.  The marketplace usually dictates prices; profitability will then depend on cost containment.  A steam champion is prepared to document and communicate the results of optimization in terms of a reduction in cost per unit of product.  The corporate audience often responds better to this measure than to a statement of aggregate costs saved.  Sometimes, a few pennies saved in the per-unit production cost have a meaningful impact on the product’s marketability.  A steam champion can identify the increment of per-unit cost savings attributable to steam optimization.

· Addition to shareholder equity.  The holding companies that own manufacturing concerns are keenly interested in the performance of their stock, as well as the opinions of that stock as issued by Wall Street analysts.  Accordingly, company executives place a priority on the company’s performance in terms of the variables tracked by equity analysts.
  The cumulative holding company’s cumulative goal, however, is to grow shareholder equity.  The steam champion can translate an improvement in net income into incremental growth in equity.  For example, assume that a holding company stock sells at a price of ten times earnings.
  If a steam optimization initiative realizes $1 million in savings, shareholder wealth is increased by an increment of $10 million ($1 million times the P-E ratio of 10).

The steam champion serves his or her own interests in contributing to the firm’s financial and corporate priorities.  Steam managers compete with process and other managers for a share of the firm’s capital budget.  Those managers who can demonstrate superior returns on their capital investment proposals will get greater corporate support. 

� Some examples of financial variables tracked by equity analysts include inventory turnover, debt ratios, profit margins on sales, and rate of return on assets.  Many other creative variables exist.


� Stated alternatively, the stock’s P-E ratio is 10.





