
Contents 

Past Research on Performance Evaluation o f  International 
Subsidiaries 
H. Peter Holzer 
Introduction 1 - Evolution of  the Topic 1 - Research in the 1970s 2 - Recent 
Developments 4 - Unresolved Issues 9 

Company Approaches 
Accounting Techniques Utilized for the Evaluation o f  International 
Subsidiaries: The IBM Case 
R. J. Rubino 
Introduction 13 - Business and Organization 14 - European/Middle East 
and African (E/ME/A) Accounting System 17 - Business Controls 19 -
Evaluation Techniques 25 - Conclusion 30 

Monsanto Company - Managing Change 
Elwood L.  Miller 
Monsanto Company in Perspective 31 - A Decade of  Transition 32 - Mon­
santo - Circa 1981 32 - Winds of Change 35 - Monsanto Today 37 -
Strategic Planning Systems 38 - Operational Planning 41 - Performance 
Evaluations 43 - International Operations 44 - Role o f  Internal Auditing 48 
- Conclusions 49 

GoldStar Electronics 
K. Wong Rang and Soong H. Park 
Introduction 51 - Organization o f  the Company 53 - The Planning System 
57 - Long-Term Plan Development 58 - Reporting System 61 - Evaluation 
System 61 - Evaluation o f  Overseas Subsidiaries 64 - GoldStar Electronics, 
Ins. 68 - GoldStar of  America, Inc. 69 - Summary 70 

FMC Corporation: Inflation-Adjusted Performance Evaluation . .  
Eric S. Evans 
Overview o f  FMC 73 - Reporting Structure 75 - Inflation Accounting 75 -
Constant Dollars versus Current Cost Accounting 76 - FMC Current Cost 
Accounting 79 - Accounting/Reporting System 80 - Mechanics of  FMC's 
Current Cost Reporting System 81 - Profit and Loss Adjustments 81 - Bal­
ance Sheet 82 - Benefits o f  the System 83 - International Reporting 84 -
Incentive System 85 - Summary 86 

http://d-nb.info/860620239

http://d-nb.info/860620239


X Contents 

Management Control and the Internal Auditor: The Borg-Warner 
Case 87 
John C. Fletcher 
Control Evaluation Review Technique (CERT) 88 - Traditional Audit Ap­
proach 89 - Evolution: From Traditional to CERT 91 - Technique for 
Evaluating Manufacturing Performance 94 - Summary and Conclusion 98 

Performance Evaluation in Multinational Companies: Two Eu­
ropean Examples 101 
Hanns-Martin W. Schoenfeld 
General Observations 101 - Comments on the Philips Case 102 - Comments 
on the Nixdorf Case 104 

Alldelphi Germany (Subsidiary o f  N. V. Philips 
Gloelampenfabrieken-Eindhoven/The Netherlands) 107 
Hanns-Martin W. Schoenfeld 
Description o f  Worldwide Philips Group (1982) 107 - Description o f  All­
delphi 109 - General Remarks about the Control and Evaluation System 110 
- Parts of  the System 110 - Strategic Planning Information 110 - Capital 
Expenditures Budget 112 - Annual Budget 113 - Reporting System 125 -
Performance Indicators 132 — Summary 134 

Nixdorf Computer A G  Paderborn/Germany 141 
Hanns-Martin W. Schoenfeld 
Description of  the Company 141 - General Remarks o f  the Planning and 
Evaluation System 144 - Parts of  the System 145 - Planning and Budgeting 
System 145 - Key Indices 146 - Economica Data 148 - Portofolio Analysis 
148 - Sales Price Analysis 149 - Large-Scale Analysis 149 - Investment 
Planning 149 - Financing 150 - Personnel 151 - Advertising 151 - Rental 
Policy 151 - Others 152 - Reporting of  Operations 153 - Evaluation 154 — 
General Data 154 - Data on a Departmental Basis 158 - Comparison Actual 
and Budget 159 - Management Contest: Best Performing Subsidiary 159 — 
General remarks 159 - Contest Criteria 160 - Contest: Special Targets 161 — 
Rules 161 - Targets 162 

View of Independent Accountants 
Performance Evaluation Techniques for International Operations: 
Impacts on Managerial Incentives and Strategic Planning 
Considerations 163 
Armin C. Tufer and Leisa B. Aiken 
Introduction 163 - Strategic Considerations for Establishing Operating 
Units - The Initial Investment Decision 164 - Monitoring Foreign Oper­
ations after the Initial Investment Decision - Common Measures for 
Evaluating Unit and Manager Performance 165 - Parent versus Local Cur­
rency for Performance Evaluation 167 



Contents XI 

Financial Reporting Systems o f  Multinational Corporations - A n  
External Auditor's Viewpoint 175 
Lenz Neuhauser 
Developments in the Past Year 175 - Areas o f  International Environment 
178 - Foreign Currencies 178 - Transfer Pricing 180 - Foreign Country 
Risks 182 - Interest Cost 183 - Foreign Inflation 184 - Performance Mea­
sures 185 - Proposals 186 - Foreign Currencies 186 - Transfer Pricing 187 — 
Country Risk Analyses 187 - Interest Cost 187 - Inflation Accounting 87 -
Performance Criteria 188 

Performance Evaluation o f  International 
Subsidiaries in the Case o f  Acquisition/Disposal and Annual Audits 
from the Point o f  View o f  Wirtschaftsprufer 189 
Jose f  Lanfermann 
Introduction 189 - Acquisition and Disposal o f  International Subsidiaries 
189 - General 189 - Gathering Information 190 - Types of Information 190 -
Difficulties Regarding the Gathering o f  Information 194 - Reporting 196 — 
Valuation of  an Undertaking 197 - The Conceptual Approach 197 - The 
Problem of  Subjectively Different Business Valuations 197 - Computation of 
Capitalized Earnings Value - Liquidation Value 203 - Other Conceptually 
Adequate Procedures 203 - Reporting 203 - Annual Audit 204 - General 
204 - Audit Requirements Determined by Local Law and/or Parent Com­
pany Management 204 - Organization o f  International Audit Engagements 
205 - A Practical Approach to the Audit o f  Consolidated Financial State­
ments o f  a German Parent Company 209 - The Audit o f  International Sub­
sidiaries in Germany 210 - Completing Special Assignments 211 - Going 
Concern Considerations 211 - Conclusions 212 - Appendix A. Information 
Gathering Report (Specific Example) 212 - Appendix B. Valuation Report 
(General Structure) 214 - Appendix C. Auditors' Report (Long-Form Re­
port) 214 

The Present State o f  Performance Evaluation in Multinational 
Companies 217 
Hanns-Martin W. Schoenfeld 
Introductory Remarks on the Method Used 2 1 7 -  Factors Complicating the 
Performance Evaluation Process in a Multinational Environment 218 - The 
Parts o f  the Performance Evaluation Process in Multinationals 218 - The 
Overall Process 218 - Long-Range and Strategic Planning 225 - Formul­
ation o f  Strategic Objectives 225 - Environmental Analysis 226 - Market 
and Product Analysis 229 - Competitor Analysis 231 - Subsidiary's Strength 
and Weaknesses 232 - Formulations of  Key Strategies, Individual Plans, and 
Budgets 232 - Reporting by Subsidiaries 238 - Reporting Procedures 238 -
Computation of  Return or Residual Income 240 - Computation of  Capital 
Usage and Inflation Impact 241 - Determination o f  Interest Rates 343 -



XII Contents 

Evaluation Procedure 244 - Evaluation Patterns 244 - Evaluation Data 244 
- Evaluation Measures beyond Accounting 245 - Conclusions and Future 
Directions 248 

Comprehensive Bibliography 253 

Brief Biographical Sketches o f  Authors 259 


