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Abstract: The type and amount of information needed by top
management of large companies is primarily determined by the role
of individual managers. Thus, managers at the top of the hierarchy
in complex enterprises need information that is different from the
information managers of individual divisions or strategic business
units. Starting from these requirements, strategic management
accounting has developed a number of ways to provide information
aimed at shaping corporate strategy. In this regard, the paper will be
discussed various aspects of performance measurement in
multinational companies, as well as the tasks to strategic
management accounting should meet within them. Bearing this in
mind, the main objective of this paper consists in analyzing the
importance of strategic management accounting is to successfully
manage the performance of multinational companies. Adequate
application of theoretical concepts and research methods chosen, the
work is expected to extending domestic literatures in this field meet
our economic releases to the role of strategic management accounting
in the measurement and control of the performance of multinational
companies.
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Introduction

Multinational companies (MNC) are very strong compa whose
economic power is often beyond the resources amd résults of many
countries. Characteristics of multinational compeanprimarily relate to the
large geographical coverage, significant orgarizeti interdependence and the
ability of a coherent integration of the activitiesurried out in different
countries.

Using the favorable conditions and comparative athges offered by a
specific geographical location and their integmatio a multinational network
of research and development, production and safesd, available knowledge
and accumulated experience of these companieanag to the fore. In such
circumstances, the primary tasks of strategic mamagt accounting becomes
coordination, control, resource allocation, perfamte measurement and
management of currencies.

The concrete company, based on its own systemndriforces and key
success factors, selects a multidimensional pedoom measurement system
that best presents selected business strategy. Frobroader range of
performance measures, which is immanent to theemehtation phase of the
strategy, the company chooses a rational systenghwtorresponds to the
nature of its business activities, and selectethbss strategy.

Methodology

From the perspective of scientific methodology this important
methodological approach to the problem which issihigiect of research. In the
selection and application of specific methodologi¢sscientific research, we
are guided by the need to the correct methodolbgitd, to the extent possible,
complete and accurate manner approach to the pnotiiat is the subject of
research in order to achieve the main goal of rebeacontribute to the
understanding of the importance of the role oftetfie management accounting
in the measurement and control performance of matlbnal companies. In
accordance with the subject matter and researds,ghaing the survey will be
used following the scientific method.

In order to establish the basis of the researdhisfproblem the empirical
analysis of the role of strategic management adoayim the measurement and
control performance of multinational companies wik applied. First the
method of deduction will be applied in order to tjet desired response, while
in the later stages of the research the inductigthad will be applied in order
to reach new conclusions and hypotheses.
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Paper (Kaplan, Norton, 2008) concluded that a newrket-oriented
strategy and its adjusted organization of multoreal company require a new
performance measurement system. In this regareirphasized the importance
of the Balanced Scorecard (BSC) because of itstyaltd link strategy with
appropriate performance measurement system, argl dhables the linking
strategy of profit center with responsibility oethmanagers.

Adam Nurmohamed, Heidi Kwok, Pearl Law, Mandy Wargl Sean Ma
(2010) in their case presentation discuss compangsare the world’s top 3 in
integrated oil, gas and petrochemical. They aréiqudairly concentrated in the
development process launched in 1994 by renaisssoicgions senior-level
executive leadership team (ELT) guided intervievgxtract ELT ideas about
BSC developed objectives & measures for four BSSpeetives. Key findings
of their study include: operational improvementsstomer base increase, dealer
partnerships, knowledge base, profitability and petitive advantage.

In 2011 Emir Kasseyev (prezi.com/.../mobil-usmraing-the-balanced-s),
Harvard Business School, follows the introductiéthe Balanced Scorecard in
example of Mobil Corporation Fairfax companiesMinginia with operations
in more than 100 countries.

The authors will be in this research directed talsasuch an approach to
establishing links between business strategy angroppate performance
measurement system that starting from the formadilateategy recognizes the
key success factors and driving forces systemdtrevcreation of multinational
companies. The end result of this approach is fagmitly streamlined and
made a concrete performance measurement systenm#dtahes the chosen
business strategy. In order to fully meet the nesnents imposed by the object
of study for this research will be applied and tleenparative method, while a
synthetic method imposed as to consolidate theiqguely mentioned method,
and the shaping of a unified whole. Therefore, plaiper will apply a combined
system of more scientific methods, with the pripation system analysis
method which is based on three basic principlegatibe analysis, and the
truth of the evidence and scientific reliabilitytbl methods.

1. Specifics of Multinational Companies

Only a century ago, it was generally accepted ttijprosperity of a nation
depends on the management of natural resources asidand, minerals or
labor, which is the nation gained a comparativeaathge over others with less
wealth. In today's global economy is the most \sittend of business just
increasing globalization of the market of mategabds and services around the
world, so the company can get to the resourcesrenvbe they are, in a cost
effective manner (Markog¢j 2013). The main carrier of this process are
transnational companies - MNC, which is a phenomedaveloped in response
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to the expressed human need to organize peoplegynaesources and
technology on a global basis. There is also a redspo their rapid growth,
because there is no institution that would bettswves the purpose of them
(Todorovik, Markovic, 2001). Contemporary processes of globalizationleu
the influence of MNC's, lead to more equalize tbaditions of doing business
in various national economies, leading to the fdromaof the world economy
as a single entity. The wide network of MNC makes ¢mbryonic form of the
central nervous system of the emerging global evon@rder, as well as a
form of global economic institutions is an instrurhef transition in the global
economy.

Their great power based on the enormous size atidtias on a global
scale, especially in the social influence that stérom it; internationalization
of all phases of operations; centralization of sieci-making; monopoly control
of the world's raw materials and energy; as wellttses great potential of
scientific and technical development, including &tdlity to attract and engage
a number of scientific staff from around the worlchus, MNC's are still the
most important factor in the world economy, whidmirols more than 70 % of
world trade and 80% of the world's financial poi@ntThe most dynamic
sectors of the economy are broadly transnational laave an interest in
maintaining an open international economic systémarkovi¢, 2003). The
expansion of MNC'’s has led to the growing integnatf the world economy in
which their business is increasingly limited byioa&l boundaries, so that the
factors of production and goods to move freely, clwhiallows for the
reproduction cycle of global capital freely fetdition (Markové, 2003).

It is characteristic, for example, the Japanesepemy , Toyota” one-third
of the total production generated from its 25 conigs located in America,
Europe and Asia. Exports about 45 % of its productiealized in Japan.
Through its regional network of Asian imports diesagines from Thailand,
the Philippines transformers, heaters, etc. fromaltaa. American company
-IBM“ in the field of information technology, 41 %f its sales realized in the
North American market, 30 % in Europe and 9 % immAgCanon” is realized
30 % of its production in North America, 29 % inrBpe and 37 % in Asia. For
companies that have a relatively small domestikatasuch as the giant Dutch
electronics industry ,Philips” or Swiss food colasf an industry, it is crucial
exit out of the national market and the expansibitscactivities on the planet.
For this reason, MNC's locate their center of dttieverywhere can realize the
most effective combination of technology, capitadl dabor to produce the most
profitable and launch their products. They arengyto infiltrate and in the
periphery of the world economy, the interest of thiy to spatially
decentralized production operations, seeking mooéitp and lower wages. As
a consequence, the emergence of transnational ldgveimpire whose business
scope often exceeds the gross national productaf/roountries.
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On the basis of the content of MNC is a strate@y foreign investment is
being made, rather than in the form of the loarntahim the form of capital and
entrepreneurial business to be managed mainly fhencountry of origin of the
company. Foreign direct investments in modern dgrakntal stages function
as a key development factors and the internatitreale and technological
progress have become the main mechanism for thmlgEonomy. Common
modes of transmission activities of MNC'’s in otleeuntries, in addition to FDI
as the most important ways: exports of goods, safeScenses, portfolio
investments, joint ventures, contractual arrangeésnand know-how. In such
circumstances, the companies strive to become lzalglprimarily due to the
inclusion in the global market of material goodsd agervices, to oppose
competition in the domestic market, hedging and pes unit of product. In
addition, the development of productive forcesaassult of the scientific and
technical revolution, led to the fact that in somdustries it is impossible to
organize the production of which would be profiggtfF it only works for the
national market. To be effective, corporations seeknsure the good market
position, increasingly insist on quality, technat@d innovation, with particular
attention to attach a global strategy and developmin the struggle for
dominance in the market, do not shy away from tke af various non-
economic, even illegal activity, that they an efffex and fast way to provide
global dominance.

These economic agents are much more effective rtaional companies
from a revenue and research activities, thus ecrgatinew ideology of global
business and play an important role in the transétion of the structure of the
capitalist mode of production. In its businessiogis are often elusive to the
regulations and customs of national countries, wiibbal corporations at a
disadvantage, because, according to her parteafdtional economy, and it is
to the nation-state - a unit. In this importanerof financial capital as the union
of industrial, banking and commercial capital, wWhitranscends national
boundaries and mobilize capital on a world scafel the concept of global
business that has been accepted MNC is the treatrhéime whole world as a
single market. In this way, adaptation to speaquirements and tastes of
each region is much smaller, leading to significsanings in operating costs.
This was achieved by modeling and unification oftomer needs through
massive use of information technology and the fskillapplication of
advertising in the media. In a broader sense, dt isajor impact on the MNC
system of socio - cultural values, lifestyle andgige of modern information
civilization.

Based on a comparative consideration of the sizéhefgross domestic
product (GDP ) of the countries and the amounhefrevenues of the world 's
largest MNC'’s, it can be seen that at the top ef thS. GDP worth U.S. $
11.713 billion, more than double the second-platagzhn. However, among the
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first one of hundred leading economic entities he torld in 2012, not the
state, but MNC, with one of the largest U.S. coations, ,Wal -Mart Stores”
with revenue of 447 billion U.S. $ in 27th placerder and stronger than
economy of Norway, Saudi Arabia, Denmark, Poland Budonesia. After the
above mentioned countries, appears MNC ,Exxon Makith revenue of 420
billion U.S. $. The automotive giant ,General Matobmat the 39th place with
U.S. $ 195 billion, ahead of the value of GDP ofl&nd, Ireland, Portugal, Iran
and Hong Kong, while Taiwan and Argentina by ecomopower can find
between MNC ,Ford“ and ,General Electric’. Petraleu Corporation
,Chevron“ with revenue of 222 billion U.S. $ in andlar economic level as
Malaysia and Israel, and in front of the Venezuetwmmonomy, the Czech
Republic, Hungary and Singapore. On the list oflileg as economic entities in
the world, including banks, ,Citigroup” and ,Bank America“, oil corporation
».conoco Philips" and manufacturers of IT equipmelBM“ and ,Hewlett
Packard“. The data show that the importance of M§Gwing and their
activities are increasing the share of total w@IdP. However, although MNC
compared to other businesses, including a number nafion-states,
characterized by a series of benefits arising ftbie cumulative effects of
several factors, such as a monopoly in the marketirathe field of technology,
capital mobility, possess enormous financial poewd increasing the reserve
army of labor tamed uncertainty and the constameatiof unemployment, in all
their activities strongly affect consumers themeslv

With the mobilization and active participation of5ls, supported by the
pressure of public opinion, MNC'’s are forced tddisto the voice of the other,
and to reorganize its business in a socially resiptsn and environmentally
sustainable manner. These needs are noted and Sahmeerican economist of
the Austrian origin Peter Drucker (1909-2005), whixpressed the position
that does not mean that corporations should bedidkeir social obligations.
On the contrary, they should be so organized thé&naatically fulfill their
social obligations in the act of seeking to fulfifieir own best interests. The
human world of ecology, human rights and otherghjnfor a dignified and
quality life necessary qualifier, reached the regfliilevel of awareness and
understanding of the essential causes and backdjmfusocial phenomena and
trends. The consequence is more frequent and nigemiaed struggle against
the negative consequences of corporate behaviereiPmoycott buying certain
products of selected corporations and other forhexpression of disagreement
with the behavior of these MNC's that the pursdifpoofit neglect the social
and ethical norms, are able to strongly influente tthange of their
irresponsible behavior.
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Taone 1. The world's top 10 non-financial MNC'’s, rankedby foreign assets, 2012
(millions of dollars and number of employees)
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In our business, MNC occurred, the multitude ofdeats around the world,
the consequences of which have multiple affectethbyenvironment and the
local population in the region, most notably to 498/hen in the Indian city of
Izopal poured toxic gas corporation ,Union Carbitdd®ithin three days, 7,000
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people died and thousands were injured. Today, thae 20 years later, over
100,000 people suffer from chronic diseases, aritiren born with birth
defects. The above MNC refused to recognize thisdigtion of the courts in
India, in which the members of the affected comrniesifor justice. In Kenya,
a Canadian corporation ,Tiomin“ recently came imnflict with the local
community, when its actions threaten forests of tommunity for centuries
considered holy. Also, in December 2003., the gRapokwu“ in Nigeria
suffered extensive damage when a broken pipe pgpeorporation ,Shell”, a
waste oil contaminated water and destroyed the Veikie fish, which is the
majority of households in the agricultural area Vefs without a source of
income and drinking water. From these examplesavesee that MNC's often
work in areas that are rich in natural resources, dre not economically
developed, where they exploit the environment ane lbcal population,
affecting even their move, thus endangering thdiucal heritage and identity.

There are other examples of similar misdeeds ofesbNC’s, which are
still ongoing, but if the corporation intends to intain its position of the
dominant institutions in society, will have to beea as useful in general. It
requires you to use your influence for the improgamof the whole human
community, not only because of its ultimate goalswever, with the current
economic structure of many externalize social andrenmental costs of doing
business, the two efforts are often in conflicteTdoal should be to connect
with social corporate profits. Some corporate etiges have realized, and the
president, ,Du Pont“, Charles Holliday Jr., poiot# that there is no success in
business in the twenty-first century if the compdaiy or global ecosystems
continue to deteriorate. Corporate Responsibiligseatially means that
corporations should behave in an environmentallgtasnable and socially
beneficial way: to prevent environmental degradmatito create useful and
healthy products to treat workers and communitegustly and fairly and that
their enormous influence used to improve the welfair the entire society. In
this way, corporations would benefit and the markset a more complete
consumer satisfaction creates conditions for bettaket reputation.

The process of globalization, especially the IT ieetments and
educational development of social consciousnesates more ethically minded
consumers who actually buy on the scale of its azaMoreover, if MNC
labeled as socially responsible, thereby reducihwg risk of possible attacks
activists of certain organizations, which could smthe stain brand or influence
the loyalty of consumers. Bad publicity in pubkcthe most effective tool in the
effort to MNC corrects their behavior. As they fedbmething”, ,Nike“, ,Coca
- Cola“ and others, boycott, workers strikes, &tign and negative advertising
can achieve a direct impact on the ultimate goathef company. However,
although the ecological and ethical implications thé initiatives outlined
clearly useful, the primary motive of the corparats financial nature. Thus,



444 Markovié, Stevanovi¢ /Economic Themes, 52 (4): 436-460

the general director of MNC ,General Electric”, fdey Imelt explained to
initiate a plan of ecological view: ,We start wigtological view not because it
is fashionable or because it's moral, but becausdliaccelerate our growth
and make us more competitive”. For this reasornstad corporation hopes to
by 2015 was to have U.S. $ 20 billion in revenumrrproduct of ecological
view. Many other MNC'’s in similar ways trying to aencile social and
corporate interests, and ,IBM”, ,BP”, ,Exxon Mobiland ,Du Pont“ by
reducing waste production lowers costs for a huhtlrsS. $, thereby increasing
competitiveness and acceptability their productsntoket. Learning from bad
experience negative reputation in the market, duthe exploitation of poorly
paid workers, the corporation ,Nike* trying to maken-toxic shoes that will
be able to recycle and thereby show themselvesiewalight. Of course, in the
short term, the greater corporate responsibilitgsdoot always bring higher
profits because most of the measures for pollutontrol and employee
benefits costs are added. However, viewed in theg loun, greater
accountability can help corporations to beat riviatsbeing one step ahead of
the strict regulations, which will reduce the udecostly inputs and attract
money caring investors and consumers. For othgyocations, which do not
follow the transformation of the market and do rfiodlow the path of a
sustainable society, the choice will be all the endsky.

MNC'’s have their levers of power in the hunt foofi; to traverse the
planet on which they affirmed the global dimensafrcapitalism. In addition,
certain phenomena in the process of internaticai#diz yielded a qualitatively
higher level, which enabled the powerful processntérnational integration
and the emergence of the global economy, whose@sse the realization of
national interests and economic expansion, prigmdrdme countries. In the
course of further development of the MNC's new teg of increased
engagement in the development of new technologiessh were able to in the
current crisis not only maintain but also incredke level of their profit
margins, while the effects of the crisis succe$gstuansferred to other actors of
the world economy: workers and the economy are ldped countries. Also,
certain corporations with distinctive long-termaségy recognized the need of
consumers for ethically and environmentally resgmasapproach to business
and more often adjust their behavior in this reg&towever, regardless of the
occurrence and need a more responsible corporhtesioe, the great power of
MNC'’s still holding my neck the whole world. Everansnational capital is able
to stimulate the crisis on a global scale, movioghly 1-2 % of its weight
because any change in the parity of the world'secgies and to ignore the
nation-state as a secondary force (Marko2008). With astonishing amounts
of money, economies of scale, the ability to malaifguthe prices of goods and
even the power to determine the policy of governsieRINC'’s are the real
masters of the planet.
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2. Dimensions of Performance Measurement of Multinational
Companies

The complexity of multinational companies signifitlg complicates the
task of strategic management accounting in thed fiel measuring their
performance. In doing so, these tasks are significadifferent from one
multinational enterprise to another, which preveras single universal
prescription for solving the problem. Therefore, wan safely conclude that
strategic management accounting in any multinatioogpany must match the
unique information needs of its central managementhis regard, it must be
adjusted precisely measure the performance needemntfal management in
multinational companies.

Due to the fact that the interdependence of sudosédi in multinational
companies is extremely important, any Subsidiargpeeially central
management must be thoroughly versed in the opesbf other subsidiaries.
In doing so, these circumstances necessitatingagipgopriate non-financial
indicators. For example, information about the @enlance of individual
product lines is necessary for the global planmwihgroduction and sales efforts
to be undertaken around the world. Also, informatidoout the lack of order in
one region is an important foundation for the plagrof production in other
regions of the world. We note also that the infaiomaon customer complaints
about the quality from anywhere in the world ispafrticular importance for
corporate research and development. The cost efrettdefects that occur
while, affect not only the planning of production factories, but also the
introduction of services that subsidiaries mustvig® customers around the
world (Mili ¢evi¢, 2003).

On financial performance measures in multinatiomabso associated with
specific characteristics. The profit subsidiaries @ot the most important point
of focus of corporate management. One could saythi interdependence of
subsidiaries within the global organization. Consaly, the profitability of
individual global product line is much more impartdhan the profitability of
certain subsidiaries. Thus, investment in prodecplant in one country affect
what should be sold in another country.

The wide geographical coverage entails centralidedision-making on
selling prices in multinational companies. Veryeoftin this connection forms a
.Ccost — plus” pricing strategies, which on the dmend, responsibility for
corporate profitability attributed to the top, whilon the other hand, allows
subsidiaries to some extent affect the determinaifdhe sales price.

Strategic management accounting information canvigeo its central
management of multinational company’s good supfmittegrate subsidiaries
in centralized organizational milieu and establigtighly coordinated
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relationships between them. This role strategic agament accounting can
successfully play exclusively composing meaninfjidncial and non-financial
performance measures.

The correlation between financial and non-finanp@tformance measures
at all levels of the organizational structure pd®d a complete picture of the
results achieved during the implementation of fdating developed
company's strategy and is, therefore, necessary afiséoth. The top-
management and senior levels of the organizativieshrchy should follow not
only the financial measures that tell the resultpast decisions, but also non-
financial measures as predictive indicators of rutperformance. Similarly,
staff at lower levels of the organization must ustiend the consequences of
their financial and operational decisions.

The emergence of innovative disruptive technologied globalization have
changed the basic assumptions of the businessofaadicial importance for
achieving sustainable competitive advantage becaheesompany's ability to
mobilize and exploit intangible assets, which vallow you build customer
loyalty, serving new markets and segments, timegvetbpment of an
innovative high-quality products and services at loosts and employee
involvement in a process of continuous improven@ntapacity, quality and
response time. For these reasons, the reportinglmedich relies only on the
financial perspective, it must be extended valumatiof intangible and
intellectual assets, which contribute most to ss&ce today's competitive
environment, which is related to the reliability dfuppliers, internal
competencies, skilled workforce and loyal custon(8isons, 2000).

The integrated performance measurement system ksyapart of the
organizational infrastructure, involved in all asiseof the management of the
business cycle, ranging from strategy formulatitmpugh its communication
through organizational structure, developing angblé@menting tactics of its
implementation, and to develop control systemsnfionitoring performance in
achieving strategic goals. Performance must besssddor deterministic when
appropriate strategic options, they must follow thadit strategy, their
communications and develop tactical objectives. rd@foee, it is necessary
integrated approach to performance measuremengjdieatbeyond its traditional
role based solely on feedback control (Nanni, Djx¢oilmann, 1992).

Successful implementation and development of aegmated performance
measurement system is based on the respect dfltbwifig basic determinants
(Parmenter, 2007):

e creating value for stakeholders,

* the role of senior management and employees

« correlation measurement, reporting and improveraeperformance and
* link performance measures to the chosen strategy.
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The importance of an integrated performance meagne system is
minimal if it is not associated with the currentyksuccess factors of the
company, the chosen strategy and the ultimate@faakating value. Integrated
system, or as they are also called the ,strategidopmance measurement
system®, trying to integrate the strategic goald ansiness initiatives through
the translation of strategic directives into guides$ for everyday activities. A
well-designed and developed a strategy requirggrdper implementation. As
the strategic directions of change over time, tlagnnask in these changes is to
determine the critical success factors, which isaly determined by the
performance and capability of the company. Develaptof an integrated
performance measurement system just necessitdiegngedactors that reveal
the bedrock of strategy execution and value creaifdhe company. Thus, the
number of performance measures can significantiguce a company's
management to focus on those most important angsfoa actions that have
the greatest impact on the successful implementafictrategic goals. Practice
has shown that there should be between two andl legtsuccess factors. Once
you determine the right key success factors, e¢rgat multidimensional
performance measurement system is greatly faeititat

Each of the identified factors of competitivenesbjch may relate to the
reduction of costs and the improvement of manufaxurocesses, the level of
technological leadership, reliability, innovatidimeliness, quality, flexibility,
degree of customer satisfaction and so on. Usuallyires several carefully
selected performance measures (Shank, Govindarb§®3). If as a strategic
objective lineup technology leadership in the indyanatching candidates for
critical success factors are: the development aadhitenance of technological
capabilities, providing enough funds for projectghe field of technology with
market potential, quickly launch development prtgen the market and so on.
Their corresponding performance measures could hiee following: Open
Positions Research and Development, Jobs Oppoaesinihe ratio of accepted
bids, offers rational maintain technological cajptbs, the percentage of failed
projects and the percentage of revenues from ptegwcinger than 24 months,
during coverage of the market, period harmonizafwojects in the area
technologies with market potential, while the petege of the launch of
development projects on the market (Dressler, 2004)

Developing strategies ultimately leading to tangiperformance indicators
for each success factor, with the ideal produce$@@otential performance
measures. If the reliability is considered an intgot strategic factor of
competitiveness, the system incorporates measuids & the percentage of
products returned by customers or the rate of jingelivery as appropriate
indicators of reliability of products and servic&rategic factor of timing in
response to consumer demand requires accurate megesu of time to carry
out all necessary activities, ranging from commatan with suppliers,
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through procurement, production and internal locgstto the delivery of the
required products to customers. Achieving the megulevel of quality, which
intensified in its relevance, a need for continuoonitoring of the
performance of products and services, primarilpilgh measuring the degree
of satisfaction of customers/consumers, the nundbetheir complaints, the
percentage of warranty repairs, or, again, the ohteaste, defects and product
returned the refinement (Shank, Govindarajan, 1993)

After identifying the key success factors immantenparticular companies,
access to identify priority measures. This effadtiivmeans that all measures
identified through the development of strategiealyed in terms of their
compliance with the set strategy and adds valuBe@occompany, as shown in
Figure 1.

Figure 1: Identification of the priority performanc e measures

Identification of priority measures

' Priority
. . | hiah measures
reating value The contribution
value
low
low hiah

The strategic importan

-

Strategic analysis

Source; Dressler, 2004

The primary goal oftrategic analysis consists in the creatioof potential
performance measures that are closely associatdd the business vision,
strategic objectives and key success factors ofctivapany. Their strategic
importance is assessed as low or high. Analysigalfe creation focused on
monitoring the contribution of potential perforncan measures to value
creation of the company, which also can be higlowr By assessment of each
potential indicator in relation to its contributidgn the creation of value and
strategic importance achieved the synergy of thetegiic focus and values of
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the company. In this way it is done selection o fmiority performance
measures, i.e. measures which have strategic importance camdribution to
value creation at a high level.

In addition, it is necessary to test the criterih ,measurable* and
~controllability”, not relevant to the definitionfriorities, but if they are not
met, the potential measures are dismissed autaaigtiln some cases, internal
information systems not perfected for generatingegtiired data related to, for
example, the interpretation of the cost of the disnens of the products or
customers, or operational measurements such as \worlprogress by
organizational units. Some measures, such as uwelatiarket share, it is
impossible to determine due to the deficierafydata on the market size.
Controllability criterion is met if the measuresntain at least one variable in
that it can influence, such as relative indicatditee revenue growth of the
company in relation to the growth of gross domestioduct, or the price
changes in share price of the company in relabangtock exchange index.

In doing so, establishing a correlation betweearfoial and non-financial
performance measures within the control system isnperative, given that the
realization of superior performance is only possilly combining the
optimization of financial performance and the inmpéntation of non-financial
objectives.

3. Information on Support Strategic Management Accounting to
Performance Measurement and Control of Multinational Companies
in the Example of Mobil Corporation

Mobil North America Marketing and Refining (NAM&RrdJSM&R) is
based in Fairfax, Virginia, with operations in madten 100 countries, in
addition to Exxon and Shell, was one of the thezgdst producers of oil, gas
and petrochemicals. Mobil's stated strategic visisas ,to be the best
integrated refinermarketer in the United States by efficiently deling
unprecedented value to customers®. Exxon Mobil Gapon or ExxonMobil
is an American multinational oil and gas compangmied on 30 November
1999 the merger of Exxon and Mobil USM&R company.

Return on capital employed in Mobil Corporation 1895 was 12.8%,
which was the fourth score among the 14 largestcoinpanies; annual
increment share of 19.1% on average for the pelR@il-1995 is the largest
compared to the other oil companies. Summary datt® sales and profits of
the period 1993-1995 are given in Table 2.

1 Example was taken from Simons, R. 20@@¥,formance Measurement and Control Systems for
Implementing Strategy, Text and Cases, Prentice Hall, New Jersey, p. 544-561.
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Table 2. Summary data on sales and profits of MobiCorporation

Summary financial information, 1993-1995. (in ndi).

1993. 1994. 1995.

Revenues $63,975 $67,383  $75,37
Profit from operations 2,224 2,231 2,846
Expenditure on research and capital expendit#3é®6 3,825 24,802
Capital employed at the end of the year 25,333 24,946 4,268
The ratio of the loan capital 32% 31% 27%
The rates of return on:
Equity 13,2%  13,2% 16,2%
sector average 10% 14%
average capital employed 10,2%  10,3% 12,8%
sector average 8,1% 10%

Source: Simons, 2000

In 1992 Mobil Corporation was in the 12th placetba profitability of the

13 oil companies in the United States. The turmaheig 1993 that profit and
return on equity will soon overcome the sector ager The functional
organizational structure of Mobil Corporation egibtuntil in 1994. Group to
supply purchased crude oil and transported toiaaf Production function in
refineries processed crude oil into fuel, kerosdregting oil, diesel, jet fuel,
lubricants and petrochemical intermediate. Servitispatch transported
petroleum products through pipelines and barges tadks to regional
terminals across the country. Managers of termireeived, stored and
managed inventory and distribute them to retaiéerd distributors. Marketing
function determined the packaging, distribution aade of Mobil products
through wholesale and retail to end users.

In the early nineties, Mobil faced with stagnatidgmand, growing
competition and limited capital for investment iapdal- intensive business.
Bob McCool, vice president of USM & R division, edls: “in 1990 we have
not earned anything. In fact, we even lost 500iomlicash. Expenditures and
the capital have doubled, margins have fallen, @sag sales volume.“ McCool
is the next few years dedicated to ensuring thatcttimpany recovers and stop
the outflow of money, which he managed, faced wiithv to generate future
growth. By examining the business environment @ui®93 was found that
employees considered internal reporting requiresyeadministrative processes
and top-down policy by limiting factors of creativiand innovation. Customer
relationships are casual, while employees work @dylong as necessary to
achieve solid results of its business units. McCwooth the help of external
consultants initiated a major study of businescggees and organizational
efficiency, on the basis of which he concluded thatas necessary to focus on
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customers, follow their needs and desires, andesta completely satisfy it. In

1994 was implemented the decentralization of deweisnaking for managers
and employees who want to be closer to custome3d] & R were reorganized

into 17 primary business units and 14 service congga Core business units
are included:

» unit of sales and distribution,
e integrated units of processing, sales and distdhut
e units of specialized products and processes.

McCool commented on the need for reorganizatiofobiews: ,Too much
we have grown as a functional organization. We tsakiage administration and
we must put its costs under control. But the mgidrtant thing is to focus on
customers. We have to teach everyone in the org@miz cannot be a little
better do their job, but all the energy focuseddretter offer of Mobil products
and services to customers .“ Brian Baker, viceigezd of USM&R continued:
»~We were a big centralized organization that hesysid from its customers. We
did not have the ability for rapid change with nexarketing programs.”

Reorganization of USM&R took place simultaneouslythwthe newly
developedcustomer segmentation strategy. Historically, Mobil, like other
companies, trying to maintain growth and sales malby placingthe full
range of products to all segments of customers.kdterg petrol group
conducted a study that revealed five segments atmoyeys of fuel:

* 18 % of Road Warriors, mostly middle-aged men ajhhincomes that
exceed 25,000-50,000 miles a year, buying premughly credit cards, buy
sandwiches and drinks at the store, and sometimescar wash in the
laundry;

e 16% of true blues, usually men and women with ma@eto high incomes
who are loyal to the brand, and sometimes a sepaslt, often buying
premium fuel and pay cash;

e 27% of F3 generation, constantly mobile men and &mnof which half
younger than 25 years, crossing a significant gie@nd abundant food in
the restaurant at the pump;

« 19 % of homebodies, housewives transporting childhering the day and
use any station based in the city or along theite®and

« 20 % of price shoppers, customers who are not lmyahy brand or special
pumps and rarely buy premium fuel, often with srbaliigets.

USM&R management decided to focus efforts on thet three segments
(61% of all customers) and not trying to attractaimcustomers and price-
sensitive customers. The new strategy requiresrantonent to improving the
service stations to be able to offer a fast, cotafde and safe service to
targeted segments. This requires a change in theofdobil stores (called c-
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store). Currently, c-stores are restaurants dedigmattract impulse purchases
of motorized customers.

Commitment to improving of services indicates aerapt to incorporate an
element of differentiation in the strategy of foogs which is also an important
indicator of thekey success factors of this strategy, thquality andinnovation.

Pursuant to the aforementioned, USM&R has ideutifignew set odiriving
forces associated with therganization in the most general sense of the word,
whose integral part are the process, leaders, reasiaas well as organizational
structure, organizational culture, brand, intellett property and so on.
Consumers, systematized according to market segments, repreanother
important driving force of the company.

The new organizational structure and businesseglied require a new
system of performance measures. Historically, USM&R relied on functionally
measure that included: production and distributimsts, margins and sales
volume, as well as indicators of the environmertt safety for the group staff
responsible for environmental, health and safetgChbl was dissatisfied with
these indicators, stating: ,We still have the métytaf the controller, revise
the past rather than to lead to future. Functiamditators do not communicate
what we are. | do not want to functional measueasforce the mentality of the
controller. | want to be part of the process of ommication through which
everyone in the organization can understand andeimgnt the strategy. We
need better measures so that the planning proe@sbetlinked to actions, to
encourage people, which is dedicated to the orgtiaiz* Baker also pointed
the need for new indicators. ,Marketing does nohtia lose fuel dealers. But
we do not have any focus on measures of qualityedeaso often assign
franchise to dealers who are not at the level eftitand image. In addition, the
strong strive for short-term profits, so when vokusales falls, people from
marketing compensate for the price increases. G&s be done in the short
term because of the strength of our brand, buteridng run this type of action
is untenable.”

Mid in 1993 by examining the effectiveness andcefficy of the financial
analysis for the whole division, came to the cosidn on their soundness, with
a reference avalanche of criticism on the incolm¥enith business strategy.
Late in 1993 approached to the study of the BSthitking: ,This may be
what has been seeking. Our focus is frequently gddnand nothing we do is
not related to the mission. The BSC is a proceasslitiks the measure with the
mission and strategy of the organization. It cdowalus to put towards the
implementation of new strategies and allow focughendirection in which we
want to move."

Senior management team of USM&R in 1994 launcheBIS& project,
hiring Renaissance Solution consulting company, with D&ddton, to assist
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the process. At the same time started with thevige with all the members of
the leadership team in order to gain insight ihirtviews on the new strategy.
The team synthesized the information from the inésvs, and with the

participation of Norton held several workshops &velop specific goals and
performance measures for the four perspectivelseoBSC, which contained an
active dialogue and debate on the implicationshef new strategy. Forcing
managers to express their strategy by objectivdabdrfour perspectives really
achieved compliance with the new strategy.

The fact that the division has two types of custaniead to be a significant
aspect of the USM&R Scorecard in order to incorfithe strategic goals and
performance measures for both types. Direct custosm@ wide network of
franchised dealers who buy fuel from Mobil. Themettype of customers, are
millions of consumers who purchase Mobil productsrf independent dealers
and retailers.

The team responsible for the development of USM&Rré&card is divided
into eight sub-teams to enhance and refine st@ategbjectives and
corresponding measures: financial team (led by yoesident of strategic
planning); two teams of buyers - one focused ordesders, other on end-users;
production team - focused on production costs dahdrgerformance measures
of refineries; delivery team focused on the inveptmanagement and shipping
costs; environment, safety and health team; hunesources team and
information technology team. Each of sub-teams tifled goals and
performance measures in their area of management.

In August in 1994. eight sub-teams developed sigesifategic objectives
for the four BSC perspectives and choosing arairsiét of measures associated
with these goalsThe strategic goals formulated as follows:

THE AREA OF FINANCE:
Return on capital employed

»10 achieve a sustainable rate of return on capighloyed (ROCE), which
will constantly be among the best in the U.S. ddvemen industry, but not less
than the agreed corporate objectives for ROCE #5.12

Cash -flow

.Manage by operations in order to generate enouwgh ¢o cover at least
capital expenditures, net financing costs and trégn of the dividend.”

Profitability

~continuous increase of profitability by generatimgegrated net margin
that will constantly be the two best results in th8.."
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The lowest cost

.10 achieve a sustainable competitive advantagenbsgrating different
parts of the value chain in order to achieve theekt fully allocated total cost
in accordance with the supplied value.”

Profitable growth

.The growth of the business by increasing the vaufaster than the
industry average by searching for income opporitesin line with the overall
strategy division.”
AREA OF CUSTOMERS:
Constantly marvel targeted customer

»10 identify and meet the value proposition to &trgustomers.*
Improve the profitability of dealers and wholesale

.By providing the required products and servicesd &y facilitate the
development of business competencies, improve rbitgbility of our dealers
and wholesaler.”
AREA OF INTERNAL PROCESSES:
Marketing

.The development of supply and alternative profnters (APC) - the
development of innovative and mutually profitabtegucts and services.”

»The development of the franchise and to achieeel¢liel of quality as the
best wholesale branches out.”

Production

~Lower costs with faster production - competitivdvantage through
increased gross margin and decrease operating“costs

.Better performance of hardware - optimal refinery.
LSafety - eliminating workplace injuries throughuedtion and prevention.”
Supply, Trading and Logistics

.The reduction of storage costs - lower the cost asfmission and
transportation.”

»Optimization of trading - maximization spot markeslization."

~lnventory management - Inventory optimization wélsatisfactory level of
service.”
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To improve the performance of health, safety and anronment

,Being a good employer and neighbor with a committrie the safety of
the plant and the active concern about the impat¢he environment.”

Quality
»Operations management to provide a quality serwil quality business
processes.”
AREA OF LEARNING AND GROWTH:
Involvement in the organization

.Promoting the organization's strategy and createlimate in which
employees are motivated and authorized to strivettie realization of the
vision."

Core competencies and skills

- integrated view - to encourage a greater undedstgof business,

« excellence function - to develop the required lefedkills and competence
to execute the vision and

» leadership - developing of leadership skills toicafate a vision and
promoting integrated business thinking.”

Access to strategic information
»10 develop the support necessary to execute theegl."

The initial set of appropriate performance measigebown in Table 3.

Table 3. Correlation between performance measuresd goals (Simons, 2000)

Goals Measures

FINANCE

Return on capital employed ROCE

Cash-flow Cash-flow without dividends

Cash-flow from dividends

Profitability Profit (after tax)
Net margin (cents per gallon before
taxes)

Net margin, a rating of 6

Total operating costs

The lowest cost
(cents per gallon)

Profitable growth Gasoline sales growth in%
Distillate sales growth in%
Lubricant sales growth in%
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CUSTOMERS
Constantly marvel targeted customer

Improve the profitability of dealers
and wholesale

Share segments
Road Warriors (%)
true blues (%)

f3 generation (%)
mystery shopper (%)

Total gross profit

PROCESSES
Development of products and services
of profit centers

Lower production costs compared to
the competition

To improve the performance of
health, safety and environment

The reduction of storage costs

Inventory management

Quality

Gross margin by prof. center per month

(3)

ROCE by refineries (%)
Expenditures by refineries

Environmental incident
Security incidents by the
(days delay)

refinerig
Storage costs compared to the b
competitors (cents per gallon)

The level of inventories
Stocks availability index (%)

Quality index

S

est

LEARNING AND GROWTH

Involvement in the organization

Core competencies and skills

Access to strategic information

Motivation of employees index

The availability of strategic competence

Strategic systems Availability (%)

Performance measures in the field of finance asmcated with the set
strategic goals, so that to increase the returcegital employed corresponds to
the ROCE measure; improving of cash flow is monitored tlgioumeasures
cash-flow with and without dividends; profitability by thenet profit and profit
rate; achieving of lower costs refers to the need tmitoo theoverall operating
costs, and the objective of profitable growth is asstedavith measures such as
the percentage increase in sales of various derivatives.

Within the field of customers, achieving the gohaontinuous thrill of the
target customer is monitored pyoportional share of segments on that focused
new strategy, while improving the profitability afealers and wholesale

evaluated on the basis gifoss profit.



Markovié, Stevanovié /Economic Themes, 52 (4): 436-460 457

In the area of internal processes, according toditiding force, mainly
associated goals of optimum operating of profit teen as narrow
organizational parts. In this regard, the develamnoé products and services of
profit center is best monitored by thate of profit per profit center; achieving
lower production costs than the competition cammeasured using thROCE
for refineries; improving the performance of health, safety amalénvironment
— by environmental and safety incidentsdiay days; goal of reduce of the
storage cost is monitored Isyorage costs compared to the best competitors;
efficiency of inventory management — &pck levels andinventory availability
index, and quality by appropriatgiality index.

The objectives in the field of learning and growdb,well as involvement in
the organization, core competencies and skills @awdess to strategic
information, starting with the key success facttas be observed by measures
such asemployee motivation index, percentage availability of strategic
competence and percentage availability of strategic information systems.

The teams also identified new mechanisms neededigport the required
performance measures. For example, a strategictogeto thrill customers
into three segments requires from all Mobil statidiast service, friendly staff
and reward loyalty. At that time there was no meashat would evaluate the
performance of dealers in these critical procesSabsoil focus on customers
has developed ,mysterious buyer program“ by whiciteoa month when
purchasing fuel and food evaluated the performafckealer related to stations
exterior, servicing, sales office, staff, toilethese ratings used as performance
measures in the customer perspective of the BSBsdiufocused on dealers
has launched an initiative to support the strataegit of developing dealers and
created instruments that will allow people in mérg evaluation and work
with dealers to improve performance in seven bussinareas: financial
management, service stations, personnel managencant,wash, stores,
shopping fuels and improving the customer expedendvarketing
representatives will assign rating to dealers ideor to identify existing
opportunities and benefits, all in order to inceedise profit performance of
dealers and wholesale of offers Mobil, measuredriogs profits of dealers and
monthly gross margin of alternative profit centesfiops and service points.

Simultaneously with the development of USM&R Scareécwas launched
and the development of business units BSC, by laing strategic themes
defined at the level of division at the local goafsl measures that will reflect
the specific conditions and the competitive envinent of each unit. In this
regard, McCool said: ,Mobil in the Midwest is ndtet same as Mobil in New
England or the west coast. In each market, cus®mer looking for various
services, competitors vary in regions with diffdreaf the economics of
business. We do not want to dictate solutions ftbencenter. We have a basic
strategy and a set of utilities that can offeraolebusiness unit.*
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Business units Scorecard reflects the USM&R Scodegdth slightly less
measures, especially in the perspective of intelmainess processes, as
business units focused on specific functions - sashregional sales and
marketing, processing and distribution - so tha thll range of internal
measures are not relevant to each of them. Stcategl operational control
based on this set of measures system performarezgiygrcontribute to the
efficiency of this control at the company as a whalnd for reaching the
strategic goals.

Exxon Mobil in 2012., with total revenue of 420lioih U.S.$, total assets
of 333 billion U.S.$ and total employment of 77 @kand employees, was
among the top ten leading economic entities insthed.

Conclusion

Multinational companies provide a powerful procesk international
integration and the emergence of the global economipse essence is the
realization of national interests and economic aesmm, primarily to home
countries. By the new strategy of increased engageim the development of
new technologies, multinational companies succeethé current crisis not
only maintain but also increase the level of tipeafit margins, and by its long-
term strategic aim to meet the needs of consumers ethically and
environmentally responsible approach to business.

Strategic management accounting in any multinatiooenpany must meet
the unique information needs of its central managemand adapt performance
measurement. Strategic management accounting iafammcan provide for
central management of multinational companies natéigy of subsidiaries in
centralized organizational milieu and establisthhigeoordinated relationships
between them. This role strategic management atioguoan be successfully
played exclusively by combining meaningful finarciand non-financial
performance measures.

Successful implementation and development of aegmated performance
measurement system is based on the respect ofingreaflue for all
stakeholders, the role of senior management andogegs, correlation of
measurement, reporting and improvement of perfoomamd the relationship
of performance measures to the chosen strategy. iffipertance of an
integrated performance measurement system is miinfnitais not associated
with the current key success factors of the compérgychosen strategy and the
ultimate goal of creating value.
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ULOGA STRATEGIJSKOG UPRAVLIA CKOG RACUNOVODSTVA
U MERENJU | KONTROLI PERFORMANSI
MULTINACIONALNIH KOMPANIJA

Apstrakt: Tip i koli¢ina informacija koje su potrebne vrhovnom menadzmentu
velikih kompanija prevashodno je odreden ulogom pojedinih menadzera.
Tako, menadzerima na vrhu hijerarhijske lestvice u kompleksnim
preduzeéima neophodne su informacije koje se razlikuju od informacija
menadzera pojedinih divizija ili strategijskih poslovnih jedinica. Polazeéi od
tih zahteva, strategijsko upravljacko racunovodstvo je razvilo brojne nacine za
obezbedivanje informacija namenjenih oblikovanju korporativnih strategija. S
tim u vezi, u radu C¢e biti razmotreni razliciti aspekti merenja performansi
multinacionalnih kompanija, kao 1 zadaci koje strategijsko upravljacko
racunovodstvo treba da ispuni u okviru njih. Imajuéi u vidu navedene
¢injenice, glavni cilj rada se sastoji u sagledavanju znacaja koji strategijsko
upravljacko racunovodstvo ima za uspesno upravljanje performansama
multinacionalnih kompanija. Adekvatnom primenom teorijskih koncepata i
izabranih metoda istrazivanja, od rada se ocekuje da prosirivanjem domace
literature 1z ove oblasti upozna nasu privrednu javnost sa ulogom
strategijskog upravljackog racunovodstva u merenju i kontroli performansi
multinacionalnih kompanija.

Kljuéne reci: strategijsko upravljacko racunovodstvo, merenje, kontrola,
performanse, multinacionalne kompanije.



