
I Chapter 20

International Control

Contral is a fundamental task of management and its main task is to pravide adequate
information to decision makers at different levels of the company. This Chapter intro­
duces the functions of international control, discusses the particularities of control in a
MNC and describes several contral instruments.

Introduction

Control is a fundamental task of management. It involves developing plans
for a company, inc1uding budgets, monitoring the actual results and decid­
ing on corrective actions in case the actual results differ from the planned
results (Rugman/Collinson 2009, p. 444; Mellahi/Frynas/Finlay 2005, p. 347).

The typical control process for a MNC subsidiary consists of three steps: First,
HQ and the subsidiary jointly plan the objectives for the subsidiary for the
next year. The influence of the subsidiary management in this process differs
strongly between different MNCs. Second, throughout the year, the HQ
monitors the performance of the subsidiary against the set objectives. Third,
if the subsidiary fails to achieve its objectives, the HQ intervenes to leam
why the problems occurred and reacts accordingly when necessary (HilI
2009, p. 666). In addition, on the level of corporate controlling, the plans and
budget proposals of the diverse subsidiaries or divisions have to be consoli­
dated in an overall plan and budget.

More concretely, the first stage of the control process involves defining the
performance dimensions. "What you measure is what you get" and, thus, the
selection of performance indicators and the specific targets give a sense oj
direction and c1arity of purpose to managers and employees at the different
levels of the MNC and it serves to align their activities with the corporate
strategy. It also exerts a motivational influence. The objectives for the subsidi­
ary should be challenging but realistic (Merchant/Stede 2007; Boddy 2008,
p.640).

Traditionally, the most important criterion for evaluating the performance of
a foreign subsidiary is the subsidiary's actual profits compared with budg­
eted profits. Other commonly used criteria inc1ude the subsidiary's actual
sales (compared with the objectives) and its return on investment (ROI) (Hill
2009, p. 666).
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More generaHy, controls can take many forms . A major distinction is be­
tween measures for effectiveness and for efficiency:

• Effectiveness is a measure of how weH the outcome of an activity relates to
the objectives. For example, sales, profits, the number of customers or of
produced units could be measures of the effectiveness of a subsidiary
unit. Effectiveness reflects "doingtheright ihings" ,

• Efficiency is a measure of output divided by the input needed to produce
the output. For example, sales per salesperson or produced units per ma­
chine hour are efficiency measures. Efficiency means "doingthingsright" .

Some aspects of performance can be measured objectively (e.g. sales or ROI)
while other performance indicators which might be equally important are
more depending on subjective evaluation (e.g. innovativeness, company repu­
tation, service quality) (Boddy 2008, p. 601) . However, some level of quanti­
fication is necessary to compare actual results with pre-set standards.

If one considers the HQ-subsidiary relationship from a principal-agent per­
spective (see Chapter 8), with the subsidiary acting on behalf of the HQ then
a major problem lies in the information asymmetry since the subsidiary (the
agent) usually knows substantially more about its activities and its external
environment than the HQ (the principal). From this perspective, it is the task
of controlling to reduce this information asymmetry without causing infor­
mation overload at the HQ. Thus, providing the right amount of necessary
information is crucial.

It has to be noted that the controllership function usuaHy is a staff function.
Controlling assists management in making decisions by providing adequate
information. Thus, the controller delivers information and monitors per­
formance but the use of this information remains the responsibility of line
management (Merchand/Stede 2007). As a consequence, establishing and
running a system to collect and provide information regularly, i.e. an infor­
mation andcontrol system, is part of the controlling task (Boddy 2008, p. 22).

Particularities of International Control

Considering the requirements for controlling a MNC, a set of heterogeneous
factors, with regard to the external environment as weIl as to the internal
relationship between subsidiary and headquarters, enhances the quantitative
and qualitative challenges. Some measures are uniform across the MNC
while others are unique to a certain situation or country. A number of particu­
larities of international control are given (Zentes/Swoboda/Morschett 2004,

pp. 802-806).
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Selected International BusinessFunctions

In a MNC, usually a greater number of "control objects" (e.g. divisions, coun­
tries, subsidiaries) has to be considered. In addition, these are usually char­
acterised by a greater degree of heterogeneity than in a purely domestic con­
text. Furthermore, the separate organisational units are interdependent, e.g.
due to intra-company product flows . Fluctuations in currency exchange rates
may cause substantial distortions in the comparison between subsidiaries
and in the performance measurement. For example, the US subsidiary of a
French MNC may fail to achieve its profit goals in Euro, not because of per­
formance problems but merely because of a decline in the value of the US
Dollar against the Euro (Hill 2009, p. 666). Due to different currencies, the
control of cross-border transactions (including internal product flows) is also
more complex. The comparability of data is not guaranteed. Different subsidi­
aries operate in different external environments, thus, comparing profits or
ROI may not be an adequate measure to compare the performance of the
subsidiary's management (Hill2009, p. 669).

Different legal systems, taxation systems and accounting practices have long
required the compliance of MNCs with heterogeneous reporting standards
for their external financial reporting. While external financial reporting and
internal control are two separate systems with different objectives and pur­
poses, they are usually based on the same databases. Since IFRS (Interna­
tional Finandal Reporting Standards) are now introduced as a legal stan­
dard in many countries (Boddy 2008, p. 646), a convergence of internal con­
trol is likely. International control concerns people from different cultural
backgrounds, and cultural differences will affect how people respond to con­
trol systems (Boddy 2008, p. 622).Problems and misunderstandings between
the HQ in one country and a subsidiary in a foreign country are more likely.
Cultural differences have an impact, e.g., on the expected and accepted time
horizon for planning and reporting, on the use of quantitative or qualitative
performance measures, or on the degree of precision and detail in planning
and monitoring.

Gathering information in the international context is more difficult and more
costly; in addition, the information is often more uncertain. External data for
foreign markets, in particular in less developed countries, might not be eas­
ily available. The resulting information advantage of the local management
might be exploited to manipulate information which obviously limits its
reliability. It also increases the problems of performance measurement
(which is a type of agency problem). Finally, as has been pointed out in
Chapters 1-3 of this book, the tasks and roles of subsidiaries in different
countries vary and also other characteristics like the age or the value-added
activities (manufacturing plants, sales subsidiaries, etc.). This has to be con­
sidered when measuring its performance.
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I 20 International Control

Currency Issues

MNCs have subsidiaries in different countries and usually do business in
different currency areas. As a consequence, MNCs are usually exposed to
three kinds of exchange risks (Rugrnan/Collinson 2009, pp. 433-435):

Transaction Risk • When specific contracts are denominated in a foreign currency, the MNC
is confronted with transaction risk. In this risk, a financial loss may occur
due to an unanticipated exchange rate change which affects already fixed
future cash flows when exchanged in the horne country currency. For ex­
ample, accounts receivable in U5-Dollars from the sale of a machine to­
day that is being paid by the foreign customer in one year might not re­
sult in the planned Euro-value then. Instruments to reduce this risk exist
(e.g.futures or options) but are costly.

Translation Risk • The translation risk, or accounting risk, is the risk of losses on the MNC's
balance sheet by value changes in foreign-currency assets and liabilities.
For example, the plant and equipment of a Japanese subsidiary that is
consolidated in the British MNCs' financial statement is subject to de­
valuation if the Yen is loosing value versus the British Pound.

Economic Risk • Economic risk is the risk of unexpected changes of potential future cash
flows from foreign operations that result from exchange rate changes.
This can, e.g., be caused by changes in sales, prices or costs. As arecent
example, the strong rise of the Euro against the US Dollar in 2007/2008
caused Airbus to issue profit wamings. It assumed that its products,
which are mainly produced in the Euro-zone, will be less competitive in
the future against Boeing since most plane purchases are contracted in US
Dollars. A strategy of so-called "naturalhedging" tries to reduce this risk
by spreading costs over different currency areas. For example, Mercedes
and BMW have built factories in the USA that allow shifting production
output to or from a country as a response to a shift in exchange rates.

To avoid costly and unnecessary risk reducing mechanisms by separate
subsidiaries that do not oversee the MNCs' overall riskexposure and can usu­
ally not evaluate the net effects, a certain level of centralisation of financial
management of MNCs is required. As a general trend, MNCs today are
using a centralised structure to manage currency and financial issues
(Shenkar/Luo 2008, p. 402).

Particularities of Control in Multi-Level Organisations

MNCs are not only international, they are typically also multi-level organi­
sations, composed at least of a headquarters, divisions (regional, product, or
functional) and usually also country subsidiaries (see Chapter 9).
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"Quite simply, [...] information is produced because people need it. The
reasons why they need it vary from one group of people to another" (Gow­
thorpe 2005, p . 73). It is evident that, in particular in a MNC, the needs of the
different groups of people differ strongly - when comparing the information
needs of corporate management, subsidiary management, a production
manager or the marketing manager of a subsidiary. Since setting perform­
ance standards, monitoring them and providing information to the decision­
makers in the organisation is the main task of controlling, the different deci­
sions made at the different levels in the organisation and the related infor­
mation requirements have to be regarded.

Decision and Information Requirements at Different Levels in aMNC

Decision Decisions Informalion Infor-
Type Requiremenls malion

Strategie Corporate Management Extemal

• basiclang-term strategie decisions tor • opportunitie&lthreats andstrengthsl
company weaknesses infoon coporate level

• resourcealloeation to dMsions • infoacrossdivisions (end performance)
• coordination of divisions (ind. selecting end • lang-tenndevelopments (highlyaggregated)

appraising division management)

Division Management

• basictargetsfor 5ubsidiaries • targetsfrom HQ

• mid-terrn planning • lang-term, rnid-term, ratherspeculative deta
• resource allocation to subsidianea • specific product and/arregionrelated
• coordination of subsidiaries (inei.selecting coordination andevaluation data

endappraising subsidiary management) • quantitative monetaryinfoon division results

Subsidiary Management

• development cf country-specific strategies • targetsfromdivision management
• coordination of operationsi issuesin • operativedatafrominternal accounting

subsidiary • onlyimmediate infoonexternalenvironment
Ope- • supportive datafromdivision or HQ

rational Internal

Source: Adapted from Zentes/SwobodalMorschett 2004, p. 806.

As the overview in Table 20.1 indicates, the proportion of strategic decisions
increases with the hierarchy level in the organisation, usually requiring
more aggregated information about the external environmentand rather long­
term,fuiure-oriented information. An attempt to capture fully the heterogene­
ity and cross-relationships within the MNC may even lead to information
overload at the HQ which would reduce decision effectiveness. On the other
side, at the level of subsidiary management, the preoccupation with opera­
tional decisions requires more internalinformation.

As another consequence of the multi-level organisation, the corporate ma­
nagement and subsequently the division managers have to decide on the
level of detail with regard to the performance objectives for the subordinate

415

Part VI
Heterogeneaus
Information
Needs

Table20.1

LevelofDetail
for Performance
Targets



I 20

Subsidiary
Participation in

theProcess

International Control

unit. This decision is related to the basic attitude conceming centralisation or
decentralisation (Merchant/Stede 2007;Boddy 2008, p. 187):

• The superior hierarchy level can decide to set performance targets only
on the level of botiom-line jigures, Le. rough outcome figures as ROI, etc,
In this case, the subsidiary manager has the autonomy to decide how to
achieve the desired results. These outcome figures are like a "compass"
and give loose guidance -leading managers in the right direction but not
commanding specific actions. Thus, this system aHows for the flexibility
to adopt to the specific host country or to unexpected changes.

• On the other hand, top management can set unambiguous targets about a
comprehensive setofperformance indicators which guarantees a tight control
over the operational behaviour of the subsidiary. This systems acts like a
"roadmap" which provides clear guidance to subsidiary managers as ex­
actly how to achieve the specified objectives. The caveat is that superiors
in the HQ might not fully understand the specific situation of the sub­
sidiary and, thus, might not reaHy know which subsidiary decisions are
best suited to reach the objectives. It also severely limits the flexibility of
the subsidiary management to respond to unexpected situations. The ad­
vantage of this approach is coherence in the subsidiary behaviour.

Considering the planning and budgeting process, the multi-level organisa­
tion also has to decide on the level of participation of the subsidiaries in this
process (Zentes/SwobodalMorschett 2004, pp. 813-815):

• In a top-down planning process, top management starts the planning pro­
cess and in a cascading procedure, each subsequent management level
uses this plan as an obligatory input and merely concretises the objec­
tives for its organisational unit. The objective of plans at lower hierarchy
levels (e.g. the subsidiary) is only to fulfil the preset objectives of the su­
perordinate plans. The main advantage of this procedure is the strong
coherence of the plans of the organisation; the main disadvantage is a
negative impact on the motivation of subsidiaries, in particular if the pre­
set performance objectives are not considered adequate by the subsidiary
management.

• Pure botiom-up processes hardly exist in reality. Here, subsidiary man­
agement (or division management) would set their own performance
targets and take decisions for their own organisational units. At the top­
management level, plans would be merely acknowledged and maybe
consolidated. The advantages of this procedure would be that subsidiary
managers are highly motivated to reach the self-set objectives and that
the targets are fuHy aligned to each local context.
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Selected International Business Functions

• By far the most common procedure is an integrated top-doum-botiom-up
process that attempts to combine the advantages of both processes. Here,
top management issues guidelines and rough performance objectives for
all divisions/subsidiaries. Then, each subsidiary develops concrete plans
and performance targets for its organisational unit, e.g. budgets for the
coming year. These plans and budgets are proposed to the HQ. After
consolidation and analysis, the HQ might request modifications which
then are carried out by the subsidiary in new proposals. These steps
might be repeated several times and for an annual budgeting process, the
whole procedure may last about three to four months. Despite the time
and effort, the procedure has many advantages. Since the process starts
with HQ guidelines, coherence is guaranteed and at the same time, cor­
porate priorities are dearly communicated to the subsidiaries. Interde­
pendencies among organisational units are considered by the top-down
approach. But simultaneously, the subsidiary is involved in the process
which leads to better acceptance of the targets and, thus, commitment to
achieve them.

In addition, in a multi-level organisation, consolidation of reports, financial
indicators, financial statements, etc. becomes important. While the typical
MNC comprises a parent company and a number of subsidiaries located in
different countries and often organised as separate legal entities, most of
which are wholly owned by the parent, economically, all the companies in
the MNC are interdependent. Thus, the purpose of consolidation is to pro­
vide information about the group of companies in the MNC by exduding
the transactions among the members of this group (i.e, eliminating sales
figures resulting from intra-company product flows or netting out the
amount of money owed between MNC units) (Hill2009, p. 662).

Organisational Issues

As another concern in multi-level organisations, the organisational relation
within the controlling function (which is usually a staff function) exerts a
strong influence on the role and the main tasks of the controller (Mer­
chant/Stede 2007). This can be described by using the example of a corporate
controller and a divisional controller. The organisational challenge arises
from the two main responsibilities of a divisional controller: On the one hand,
he has a certain support function for the division management. On the other
hand, the divisional controller has a responsibility towards thecorporate control­
ler to ensure that the internal control practices in the division conform to the
corporate objectives and standards and that the information provided by the
division to the HQ is accurate. He acts, thus, partly as a corporate guardian
over the division activities.
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In each case, the division controller has to serve two different organisational
units. Which of the two functions is dominant is largely dependent on the
organisational attachrnent of the controller (Merchand/Stede 2007). If the
divisional controller has a "solid line" relationship with the division man­
agement, reflecting that the division management has functional and hierar­
chical authority and the division controller a direct reporting responsibility
to the division management, and only a "dotted line" relationship with the
corporate controller (i.e. an indirect reporting responsibility) then the divi­
sion support task prevails. Controllership function is in this case rather de­
centralised and the divisional controller perceived to be a "division ally" and
a trusted supporter. If, however, the solid line is between the divisional con­
troller and the corporate controller and the dotted line between the divi­
sional controller and the division management, the direct reporting respon­
sibility is giving emphasis on the internal and financial control responsibil­
ity. In this case of a centralised controllership function, the division
controller is often seen as a "corporate spy", or at least more as a representa­
tive ofHQ.

Performance Measurement

As has been shown before, profits, ROI, and other performance indicators of
foreign subsidiaries are strongly influenced by the external environment in
which they operate. Thus, using standardised quantitative criteria to assess
the performance of subsidiary managers might not be adequate. However,
this might make it necessary to separate the evaluation of the subsidiary
itself from the evaluation of the subsidiary management (Hill 2009,
pp. 668-669):

• When comparing subsidiaries, it may be adequate to compare ROI, sales,
profits, etc. Eventually, it is the task of the HQ to invest its resources in
those countries that generate the highest returns. Whether the return of a
foreign subsidiary is low due to strong competition, a negative exchange
rate development or other influences are not of primary interest. Still, the
MNC may want to reduce its investment in a low-performing country.

• When evaluating the performance oj managers of different subsidiaries, the
economical, political, social conditions have to be considered. For exam­
pIe, the manager of a subsidiary that has grown by 3 % might have per­
formed better than the manager of another subsidiary that has grown by
8 %, depending on the average market growth in two countries. Fur­
thermore, it seems reasonable to evaluate the management on the basis
of their results in local currency and after consideration of those financial
effects which they cannot directly influence (e.g., interest rates, taxes, in­
flation, transfer prices, etc.).
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Transfer Pricing

One characteristic of most modem MNCs is substantial intra-company
transactions, e.g. sales of components that are produced by one foreign sub­
sidiary to a subsidiary in another country which uses those components to
assemble a final product which might then be sold by another subsidiary in
a third country. As already mentioned, about one third of world trade con­
sists of those intra-company sales.

The price at which exchange of products or services or rights between differ­
ent units in the MNC occurs is referred to as the transfer price. Obviously, the
choice of the transfer price strongly affects the performance of the two sub­
sidiaries that are engaged in the exchange. Using the arm's length principle,
the price the buyer pays would be the market price under conditions of
perfect competition. Thus, it would be openly negotiated between the for­
eign subsidiaries which would also require the free choice for the buyer to
choose another, external supplier. This would also perfectly make use of
market mechanisms as a coordination instrument for internal resource allo­
cation. However, transfer prices are not onlyabilateral issue between the sub­
sidiaries, and nota zero-sum game since they also influence the overall profits
of the MNC. For instance, raising the sales price of a certain component will
raise the profit of the selling subsidiary on the expense of the buying sub­
sidiary. If the selling subsidiary is located in a low-tax country, this will re­
duce the overall worldwide tax liability of the MNC. A similar influence is
exerted by custom tariffs. Since these are often a percentage of the value of the
goods, lowering transfer prices lowers the import duties to be paid. In addi­
tion, transfer prices might be set with regard to avoid government restrictions
on capital flows. For example, transfer prices between a foreign subsidiary
and the headquarters can be used as a hidden mechanism to repatriate prof­
its from this subsidiary (Rugman/Collinson 2009, pp. 424-425; Hill 2009,

pp. 685-686).

However, considering the strong impact of transfer prices, government regula­
tions usually keep the range for manipulation in a rather tight frame. Also,
the MNC's overall interest on setting certain transfer prices obviously has to
be considered when evaluating thesubsidiary management since this important
profit determinant is in this case out of their direct responsibility. It also has
to be noted that the flexibility is drastically reduced in the case of a joint
venture (as buyer or seller) where each of the joint venture partners might
have different strategie objectives linked to the transfer price.
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Selected Control Instruments

On the strategie level, relatively broad and highly aggregated plans about
missions, goals and general strategies are developed (Mellahi/Frynas/Finlay
2005, p. 347). On the operational level, short-term financial planning is the
major eoneern of control, and operational optimisation, with a strong em­
phasis on quantitative data. The tactical level is the intermediate level bet­
ween strategie and operational level. From strategie eontrol to operational
control, the level of detail and spedfidty increases while the planning and
control period decreases. Control instruments ean roughly be attributed to
the three levels . Operational eontrol instruments include short-term budgets,
cost control, inventory control, break-even analysis, or contribution margin
analysis and short-term budgets. Tactieal instruments are, e.g., ABC analysis,
industry analysis, benchmarking and financial ratio systems (like the Du­
pont pyramid). Typieal examples of rather strategie eontrol instruments are
portfolio analysis, scenario planning, balanced scorecard and shareholder
value.

Budget

A budget is a plan, expressed in financial terms (or, more generally, in quan­
titative terms) which extends for a certain period (often one year) into the
future (Gowthorpe 2005, p. 378).

Usually, in particular in complex organisations, a number of budgets is pre­
pared, e.g. for sales, produetion, labour, ete. A reasonable starting point is
frequently given by the sales budget. With this as input, the production
budget ean be prepared. This again is usually directly linked to a materials
budget, a labour budget, etc. The outcome of the budget process then is a Jull
set of interrelated budgets (Gowthorpe 2005, p. 387). Part of international con­
trol involves ensuring the eoherenee of these budgets.

Portfolio Analysis

It is a principal task of the MNC top management to develop a corporate
strategy that defines the businesses in which the company should be active
and, thus, to structure the portfolio of businesses. Closely related to this task,
the MNC management has to ensure an effective resouree alloeation across
business fields, countries and value-added functions. Portfolio models offer
a framework that allows an overall assessment of the given portfolio of
business units and to determine the desired composition of the future port­
folio (see Grünig!Kühn 2006, pp. 165-193, with a detailed overview of such
models).
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Most portfolio models have in common that they position objects (mostly
business units) in a two-dimensional space, i.e. a matrix that is created from
two criteria. Usually, they also suggest norm strategies for the overall portfo­
lio as weil as for business units in a specific position in that portfolio. The
main differences between the portfolio models are the selected dimensions:

• Traditionally, the term "portfolio" origins in the investment optimisation
models. Here, the portfolio dimensions (which can also be applied to
business units or country subsidiaries if they are seen as investment ob­
jects which have to yield a certain return on investment) are riskand re­
turn, with the implication that diversification helps to reduce overall risk
and that the optimal diversification depends on the correlation of risks of
the diverse business units.

• In the well-known Boston Consulting Group portfolio matrix, the relative
market share of the business unit and the market growth rate are used to
group business units into categories such as cash cows (high market share
but low growth) or question marks (low market share but high growth). It
is assumed that, for example, the cash expenditure and the cash inflows
depend on the two dimensions and, thus, a balance in the portfolio of
cash-generating business units and cash-requiring (but high growth)
business units should be given to ensure the long-term competitiveness
of the company.

• Another often used portfolio matrix is the General Electric matrix which
uses the industry attractiveness and the competitive strength of the business
unit as dimensions.

Balanced Scorecard

The control instrument that has arguably attracted most attention in the last
decade is the balanced scorecard (BSC) proposed by Kaplan and Norton in
1992. Basically, this is a specific, four-dimensional performance measure­
ment system that comprises financial objectives as well as non-financial meas­
ures (see Figure 20.1). "The balanced scorecard translates an organization's
mission and strategy into a comprehensive set of performance measures that
provides the framework for a strategie measurement and management sys­
tem [... ] The BSC enables companies to track financial results while simulta­
neously monitoring progress in building the capabilities and acquiring the
intangible assets they need for future growth" (Kaplan/Norton 1996, p. 2).
More specific, the BSC is build on the assumption of leading and lagging
indicators with financial indicators considered to be "lagging" and other
indicators (like learning & growth) seen as "leading" indicators that are
closer to the root of the long-term company success.
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Figure20.1

International Control

The Balanced Scorecard
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Source: Kaplan/Norton 1996;Gowthorpe 2005, p. 542.

With regard to international control in a MNC, the BSC offers the opportu­
nity to break down superordinate strategies and detailed performance
measures on the corporate level into specific and clear objectives for sub­
units (see Figure 20.2).

Figure 20.2 lmplementing theBalanced Scorecard in Multi-Level Organisations

ICorporate Level

IDivision Level
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L&G L&G L&G

France Siovakia
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Source: Adapted from Rieg/Gleich 2002, p. 697; Zentes/Swoboda/Morschett
2004, p. 830.
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Thus, a rather detailed set of performance indicators which comprises finan­
cial and non-financial measures is targeted by each subunit, guaranteeing
coherence in the organisation.

Shareholder Value

From the shareholder perspective, a major objective of management is to
increase the value of the company for its owners. Thus, company decisions
should be based on their expected influence on shareholder value. Transla­
ting this to MNC management, the performance of a subsidiary or invest­
ment project is measured in terms of its contribution to the value of the
MNC (Zentes/Swoboda/Morschett 2004, pp. 839-844).

This dynamic investment perspective investigates expected future cash
flows and is calculated, e.g., based on discounted cash flow (i.e., the net pre­
sent value of future free cash flows). An example of value-based perform­
ance measurement is presented in the Daimler case study to this Chapter.

One of the most frequently applied models of value management is the
economic value added (EVA) developed by Stern Stewart (Stern/Shiely/Ross
2001). EVA is computed according to formula (1) (Dragun 2004, p.162;
Estrada 2005, p. 288):

(1) EVA =net operating profit (after taxes) - WACC x capital

Thus, the value added considers not only the profit of the company but also
whether the profit is sufficient to compensate its capital providers appropri­
ately. It is calculated as profit (using an adjusted profit measure) less the cost
of capital, thus, as a kind of residual income over the required rate of return
for the capital investment (which also considers the opportunity costs for the
investor). A problem is to define the weighted average cost of capital (WACq
which is averaging across the costs of debt and the costs of equity capital.
The costs of debt are simply the interest expenses required to serve the debt.
But the cost of equity capital is more difficult to calculate because it depends
on uncertain factors such as overall stock market risk, return expectations
and the risk-free rateof return available to investors (Dragun 2004, p. 161). In
particular in MNCs, the required rate of return that inc1udes a risk premium
can differ for investments in different countries or different investment pro­
jects that carry different risks. For each investment project in a subsidiary, if
EVAis greater 0, this project creates shareholder value but if EVAis below 0,
the project destroys shareholder value (Estrada 2005, p. 286). Across poten­
tial investment projects or subsidiaries, capital is to be invested in the one
with the greatest expected EVA.
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Conclusion and Outlook

Polycentric,
Ethnocentric and

Geocentric
Orientation

International control covers not only operational performance monitoring
but in particular also strategic control which is mainly future oriented. In an
international setting, the complexity of control enhances dramatically, due
to, e.g., currency issues , different external environments and cross-border
interdependencies. In the MNC, the multi-level structure adds to the com­
plexity, resulting in highly heterogeneous information requirements at dif­
ferent organisational levels and units. A very comprehensive set of control
instruments is available to handle this complexity. Their application depends
not only on objective and rational decisions but also on subjective attitudes
and corporate values.

The general "orientation" of the MNC will influence its response to the chal­
lenges for international control. With a polycentric orientation, the MNC will
leave manY decisions to the subsidiary, determine only rough objectives and
merely control the output level, e.g. profits. With an ethnocentric orientation,
the foreign operations are treated as extensions of domestic operations, lea­
ding to rather uniform planning and control systems and tight integration
into the control system with rather detailed performance indicators and
objectives which might neglect the particularities of each foreign country.
The geocentric solution tries to handle control on a global basis with the ade­
quate level of centralised decisions and uniform control instruments and
performance objectives while regarding the heterogeneity of the subsidiaries
(Rugman/Collinson 2009, pp. 422-423). This would inc1ude, for example,
comparing performance of subsidiaries in a rather uniform way as an input
for decisions on resource allocation but considering a more complex set of
performance criteria for the evaluation of subsidiary managers.

As a general trend it can be observed that control is moving increasingly
from "looking back" to "looking forward" to support management better (Nur­
din 2009, p. 11). Related to this trend is the development that financial per­
formance measures are increasingly supplemented with non-financial per­
formance measures (like customer or employee satisfaction). The wide­
spread application of the BSC c1early reflects this trend to monitor a
comprehensive set of performance indicators.

FurtherReading

KAPLAN, R.; NORTON, D. (1996): The Balanced Scorecard: Translating
Strategy into Action, Boston, MA, McGraw-Hill.

MERCHANT, K.; STEDE, W. van der (2007): Management Control Systems:
Performance Measurement, Evaluation and Incentives, Upper Saddle River,
Prentice Hall.
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Case Study: Datmlert

Profile, History, and Status Quo

Daimler is a globaHy leading producer of premium passenger cars and the
largest manufacturer of commercial vehicles in the world. Headquartered in
Stuttgart, Daimler generated revenues of about 78.9 billion EUR in 2009 and
thus is one of the largest companies in Germany.

The origins of Daimler date back to 1886 when Gottlieb Daimler (Daimler­
Motoren-Gesellschaft) and Karl Benz (Benz & Cie. Rheinische Gasmotorenfabrik)
made history by, independently from each other, developing the first inter­
nal combustion engine. In consequence of the dramatic situation of the Ger­
man economy after the First World War, Daimler-Benz was formed in 1926 as
a result of a merger between the two pioneering automobile companies
Daimler-Motoren-Gesellschaft and Benz & Cie.Rheinische Gasmotorenfabrik. After
recovering from the Second World War, Daimler-Benz positioned itself as an
innovative manufacturer of high quality automobiles and evolved to one of
the most successful car manufacturers in the world.

In 1998, Daimler-Benz and the US automobile company Chrysler announced
plans to merge, with Daimler-Benz acquiring Chrysler for more than 35 billion
USD in a stock swapo Operating as DaimlerChrysler, the newly formed corpo­
ration was led by dual headquarters and chairmen and it was agreed that the
respective product brand identities would be operated separately. Moreover,
in order to further strengthen its position in the automobile industry, Daim­
lerChrysler acquired a 34 % stake in Mitsubishi Motors in 2000. This move
made DaimlerChrysler the third largest automaker in the world.

What started with the ambition to create the leading car manufacturer in the
world, ended up in an economic disaster and one of the most prominent
examples of value destruction in international management. Two vasUy
different corporate cultures, the lack of synergies, as well as performance
and quality issues of Chrysler, forced DaimlerChrysler CEO Dieter Zetsche to
terminate the collaboration between Daimler and Chrysler. With the transfer
of a majority interest in Chrysler to Cerberus, a private equity company that
specialises in restructuring heavily troubled companies, in 2007, a new chap­
ter was opened in the company's history. The deal was accompanied by a
change of name from DaimlerChrysler to Daimler.

Sources used for this case study include the web sites http://www.daimler.com.
and various annual and interim reports, investor-relations presentations as well as
sources explicitly cited sourees.
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Figure20.3

International Control

Organisational Structure and Performance

Daimler operates a divisional structure that comprises five divisions. Figure
20.3 displays the divisions and the respective brands.

Divisions and Brands oj Daimler

Mercedes -Benz Cars
MA Y B A CH

Daimler Trucks

@

'wr ~USCl S TE RL I N G

Mercedes-Benz Vans

@

Daimler Buses

® @ SiE....AR ..-----.w
~~ ......, -or,onJ
Daimler Financial Services

'id'M'"
Source: Daimler 2010.

··""e'
• The Mercedes-Benz Cars division comprises the brands Mercedes-Benz,

Maybach and smart. Mercedes Benz, the most valuable premium car brand
in the world, constitutes the core brand of the segment.

• The Daimler Trucks division develops and produces vehicles of the Mer­
cedes-Benz, Freightliner, Sterling, Western Star, Thomas Build Busses andMit­
subishi Fuso brands in a global network. Daimler Trucks is the world's
leading manufacturer of trucks.

• The product portfolio of the Mercedes-Benz Vans unit comprises the van
model range of the Mercedes-Benz brand: Vita and Viano, Sprinter, and
Varia.

• The Daimler Buses division supplies buses as well as bus chassis under
different brands. Daimler is the market leader for buses above the eight
tons mark and Orion is the world's leading producer of hybrid buses.

• Daimler Financial Services provides a range of leasing, financing, fleet
management, and insurance products in dose cooperation with the com­
pany's automotive brands. The Mercedes Benz Bank in Germany offers
additional investment products and credit cards.
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Table 20.2 reveals selected performance and financial key figures for the
various divisions for the year 2007.

Selected Performance and Financial Key Figures for the Daimler Divisions 2009

Mercedes- Dalrnler Mercedes- Dalmler
Dalmler
Flnanclal

Benzears Trucks BenzVans Buses
Services

Revenues(In million EUR) 41,318 18,360 14,123 4,238 11,996

EBIT (In million EUR) -500 -1,001 630 183 9

UnltSales 1,093,905 259,328 165,576 32,482

Employees 93,572 70,699 15,226 17,188 6,800

Requl,ed Rateof Retum
12% 12% 12% 12% 13%

on Net Assets (RONA)

Net Assets (In million EUR) 11,373 6,720 1,728 1,221 4,671

Value Added (Inmillion EUR) -1,865 -1,808 -181 36 -599

Source: Daimler 2010, pp. 76-78.

International Controlling

"The financial performance measures used at Daimler are oriented towards
our Investors' interest and expectations, and provide the basis for value
based management"(Daimler 2010, p. 76). Keyelements of value based man­
agement as performed by Daimler are (Malmi/Ikäheimo 2003, p. 251):

• aim to create shareholder value

• identify value drivers

• connect performance measurement, target setting and rewards to value
creation or value drivers

• connect decision making and action planning, both strategie and opera­
tional, to value creation or value drivers.

Daimler's striving for value based management is in line with recent devel­
opments in controlling and accounting as value based management has
attracted considerable interest among organisations across all industries
(Malmi/Ikäheimo 2003, p. 235).

Value Based Performance Measurement at Daimler

Part VI

Table20.2

ValueBased
Management

For purposes of performance measurement, Daimler differentiates between ValueAdded
the group and the divisionallevel. The core performance measurement tool
that is applied at both levels is value added. All management decisions at
Daimler, like acquisitions or location decisions, are based upon this figure.
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The value added indicates the extent to which the operational profit measure
exceeds the cost of capital (see Figure 20.4). Hence, value added shows to
what extent the group and/or its divisions achieve or exceed the minimum
return requirements of the shareholders and creditors, thus creating addi­
tional value.

Figure 20.4 Calculation ofValueAdded

ValueAdded
Profit Measure

(e.g. EBIT, NOP)

Requlred Rateof
Retumon Net

Assets (%)

- - - - ----y
costof capital

Elementsof
ValueAdded

Source: Adapted from Daimler 2010, p. 76.

The operational profit measure at divisional level of Daimler is EBIT (earn­
ings before interest and taxes). EBIT is calculated before interest, income
taxes and results from discontinued operations and thus reflects the profit
and loss responsibility of the divisions. In contrast to the divisions, the op­
erational profit measure at group level is net operating profit. Net operating
profit includes the EBIT of the divisions as weH as profit and loss effects the
divisions are not considered responsible for, e.g., results from discontinued
operations and income taxes . The cost of capital is comprised of two ele­
ments: net assets and the required return on net assets. Net assets represent
the basis for the investors' required return. While performance measurement
at the financial service segment is on an equity basis, the industrial divisions
are in charge of all operational assets. Thus, all assets, liabilities, and provi­
sions the industrial divisions are responsible for are allocated to them. Net
assets at group level include the respective net assets of the industrial divi­
sions and the equity of the financial service segment as well as net assets of
discontinued operations, income taxes, and other reconciliation items the
divisions are not responsible for. The required rate of return is derived from
the minimum return that investors expect from their invested capital and
comprises the cost of equity as well as the costs of debt and pension obliga­
tions of the industrial business. The cost of equity is calculated according to
the capital asset pricing model (CAPM). Thus, the cost of equity is deter­
mined by the interest rate for long-term, risk-free securities (such as gov­
emment bonds) plus a risk premium reflecting the specific risks of an in­
vestment in Daimler shares. The cost of debt is derived from the required rate
of return for obligations entered into by the Group with externallenders. By
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Part VI
using the information provided in Table 20.2, Figure 20.5 illustrates the cal­
culation of the value added for the Mercedes-Benz Cars division.

Value Addedof the Mercedes-Benz Cars Division (in millionEUR) in 2009 Figure20.5

ValueAdded
-1,865
~

= ~./.
NetAssets

11,373 x
Required Rate of

Return on Net
Assets
12%

Altematively the value added of the industrial divisions of Daimler can be
calculated by using the return on sales (ROS) and net assets productivity. ROS
is the ratio of EBIT and revenue while net assets productivity can be
determined by dividing revenues with net assets (see Figure 20.6).

Determination ofValueAdded by using ROS andNet Asset Productivity Figure20.6

Required Rate[ RofRetum on
./. Net Assets X Net Assets

(%)

NetAssets
Productivity

I Revenue I/I Net Assets I
~

ValueAdded

EBIT I/I Revenue

Source: Adapted from Daimler 2010, p. 76.

Value Based Decision Making at Daimler

The acquisition of Chrysler in 1998 and the disposal of Chrysler in 2007 were
arguably two of the most important strategic moves in the history of the
Daimler company. While the acquisition of Chrysler was based on a variety of
reasons that range from synergy potentials to management compensation,
the disposal of Chrysler was basically a value based decision. That becomes
evident when comparing the value added of Chrysler in the fiscal year 2006
with the value added of the other divisions of the group. While all other
divisions delivered a positive value added, Chrysler weakened the perform­
ance of the group with a value added of -2,169 million EUR (see Figure 20.7).
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Figure 20.7 Value Added0/'formet DaimlerChrysler Divisions in 2006
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Chrysler more than offset the positive value added of the other divisions in
2006 and caused a negative value added for the whole group. The group's
profit was therefore insufficient to cover the cost of capital employed. The
reason for the poor performance of Chrysler was the difficult market and
competitive situation in the USA. Hence, from a value based point of view,
as Chrysler almost entirely absorbed the value contributions of the other
divisions, seHing Chrysler was doubtless a sound strategie move.

Immediately after the announcement that a majority interest in Chrysler
would be transferred to Cerberus on 14 May 2007, Standard & Poor's up­
graded its long term rating from BBB to BBB+ with a stable outlook. Fitch
placed the BBB+ rating on a positive watch and upgraded Daimler from BBB+
to A- three days after the Chrysler transaction was closed. Moody's changed
its outlook from negative to positive as well and finaHy upgraded the rating
from BAAl to A3 with a continuation of the positive outlook, providing
Daimler with a higher flexibility in terms of financial management.

International Financial Management

The international financial management of Daimler is separated from other
financial functions like reporting or accounting and rests on five pillars:
capital structure management, cash management, liquidity management,
management of market price risks, and the management of pension funds.

Capital structure management is concerned with questions regarding the
capitalisation of financial service, production, distribution, and regional
holding companies. Apart from basic principles like cost-optimisation and
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risk-optimisation, the equity levels of the group companies also depend on
refinancing conditions in local banking markets as weH as taxation legisla­
tion and restrictions on capital transactions in certain countries.

Cash management determines cash requirements and surpluses on a
worldwide basis, Daimlerundertakes remarkable efforts to limit the number
of external bank transactions by internal assessment of cash requirements
and surpluses. Subsequent cash concentration and cash-pooling procedures
are performed accordingly.

Liquidity management is concerned with securing the company's ability to
meet its payment obligations at any time . Therefore all cash flows from op­
erating and financial activities are tracked in order to identify financial re­
quirements. Besides operationalliquidity, Daimler keeps additionalliquidity
through a pool of receivables from the financial service segment as well as a
confirmed credit line. This additional liquidity is available on a short-term
basis to settle urgent financial demands. Liquidity surpluses are invested in
the money market to optimise returns.

The management of pension funds comprises the investment of pension
assets to cover the corresponding obligations. Pension assets are held in
separate pension funds and are therefore not deployable for general business
purposes. Decisions on capital contributions worldwide are centralised in
the pension committee. The funds are invested to different asset classes and
constantly benchmarked to optimise fund ailocation.

As Daimler generates approximately 50 % of its revenues outside Western
Europe, market price risks like fluctuations in interest rates and commodity
prices and especially fluctuations in foreign exchange rates, constitute a
remarkable threat for the financial performance and financial stability of the
company.

An exchange rate risk occurs when revenue is generated in a different cur­
rency than the related cost. For instance, the Mercedes-Benz Cars division is
confronted with this situation. While huge parts of the revenues are gener­
ated in foreign currencies (especiaHy USD), most of its production costs are
incurred in EUR. The Daimler Trucks division, on the other hand, is exposed
to this transaction risk as weil, but to a lesser extent, because the division
vastly benefits from a worldwide production network. Moreover, as many of
Daimler's subsidiaries are located outside the EUR-zone, exchange rate risks
also exist related to the net assets, revenues and expenses of these compa­
nies. Since the financial reporting currency of the company is EUR, the in­
come and expenses of the subsidiaries have to be translated into EUR to fit
into the financial reporting standards of the group.
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International Control

The company's overall exposure to exchange rate risks and other market
price risks is determined on a continuous basis and hedging instruments are
applied respectively. Daimler applies a total of four hedging instruments to
minimise the impact of market price risks on the results of the group and the
divisions: spot sales, outright forward, swaps and options. In contrast to the
spot sale, that is a binding contract about the immediate purchase/sale of
foreign currency to a fixed spot rate, the outright forward is a binding con­
tract about the purchase/sale of foreign currency in the future at a fixed
forward rate. A swap is a binding contract about the immediate and simul­
taneous exchange of foreign currency. An option grants the owner the right,
not the duty, to purchase or sell currency at a specified exchange rate .

Summary and Outlook

The strategie goal of Daimler is to achieve sustainable profitable growth in all
divisions and to increase the value of the group. However, realising profit­
able growth in a market that is characterised by overcapacities and thus
extremely competitive necessitates a rigorous international controlling as
well as asolid financial management. The disposal of Chrysler showed that,
Daimler clearly connects decision making and action planning to value crea­
tion and has emphasised Daimler's aim to increase shareholder value as the
most important factor of value based management.

Questions

1. The case study reveals the value added for the divisions. Calculate the
value added for the whole group for 2009.

2. Daimler heavily emphasises the shareholder value concept. Compare and
discuss the shareholder value approach with an alternative concept
known as the "stakeholder approach".

3. In 2007, Daimler invested almost 3,500 million EUR to buy back its own
shares. What was the rationale for this move?

Hints

1. See Daimler's annual report for 2009

2. See Argenti 1997 and Campbe1l1997.

3. See Mitchell, Dharmawan and Clarke 2001 for a general discussion of
buy-back programmes.

432


	Chapter 20 International Control
	Introduction
	Particularities of International Control
	Currency Issues

	Particularities of Control in Multi-Level Organisations
	Organisational Issues
	Performance Measurement
	Transfer Pricing

	Selected Control Instruments
	Budget
	Portfolio Analysis
	Balanced Scorecard
	Shareholder Value

	Conclusion and Outlook
	FurtherReading
	Case Study: Daimler1

	Profile, History, and Status Quo
	Organisational Structure and Performance
	International Controlling
	Value Based Performance Measurement at Daimler
	Value Based Decision Making at Daimler

	International Financial Management
	Summary and Outlook
	Questions
	Hints




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 149
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 149
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 599
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /DEU <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice




