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ECONOMICS AND ADMINISTRATION

POTENTIAL OF THE AUTO BUSINESS:
THE ANALYSIS OF THE EFFICIENCY OF USE

Author — Yaroshenko O., Zinchenko V.
Supervisor — Riepina I.
Kyiv National Economic University named after Vadym Hetman

Topicality. In the scientific work the attention was paid to the question
of determining the potential of the auto business companies, on the exam-
ple of Daimler AG, as an effective tool for ensuring long-term functioning
and achieving strategic goals based on the use of available resources.

The aim of our work is to study the theoretical and methodological
aspects of determination of the company's potential, the analysis of per-
formance indicators of the automobile industry in the example of the
Daimler AG in order to establish key characteristics of enterprises in this
industry, the use of own methodology for determining the potential of the
enterprise, based on expert valuation, drawing conclusions based on the
results obtained.

The task of the work is to:to investigate the position of the enterprise,
the representative of the automotive industry, the Daimler AG on the
market, to determine the main indicators of the enterprise. On the basis of
the obtained data, using its own methodology to determine the potential of
this company, on the basis of which can improve the management of the
company and its potential.

Used research methodology: review of scientific works, periodical
economic literature, Internet sources, Euromonitor International, analysis
of financial results of the enterprise (balance sheet, reports), methods for
assessing the potential of an enterprise, method of expert valuation, etc. .

General description of the work: the disclosure of the theoretical and
methodological basis for assessing determination of the potential of the
company, the implementation of applied methodology of determination of
potential of the company on Daimler AG.

Introduction
In the modern world car is one of the most demanded goods of lasting
using, that is why striving to draw funds of people in the national economy
all countries of the world are trying to develop own automotive industry.
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Car production provides high indicator of added value, forms demand on
goods and services of related industries and stimulates scientific research-
es. One worker of the automotive industry creates at least six working
places in related industries.

The automotive industry is crucial for Europe’s prosperity. The sector
provides jobs for 12 million people and accounts for 4% of the EU’s GDP.
The EU is among the world's biggest producers of motor vehicles and the
sector represents the largest private investor in research and development
(R&D). To strengthen the competitiveness of the EU automotive industry
and preserve its global technological leadership, the European Commission
supports global technological harmonization and provides funding for
R&D.

Due to the strong economic links to many other industrial sectors, au-
tomotive industry has an important multiplier effect in the economy. At the
same time, road transport emissions continue to represent a main source of
air pollution. The aim of the EU’s policy in the automotive sector is to
establish an internal market for vehicles, ensure a high level of environ-
mental protection and safety, strengthen competitiveness, and provide a
stable level playing field for the industry.

The modern automotive market exists in the face of excess supply, to
reduce-demand and hard competition between producers. This situation
makes the automobile industry companies that want to take a worthy
position on the world market, go through the merger, concentration and
significant reduction of costs. Prospects of consolidated companies alto-
gether predictable, somewhat more difficult to determine what awaits
independent car manufacturers, who are increasingly harder to survive and
compete in the globalized global automotive market.

Chapter 1. General information about the company

Daimler can look back on a tradition covering130 years — a tradition
that extends back to Gottlieb Daimler and Carl Benz, the inventors of the
automobile, and features pioneering achievements in automotive engineer-
ing. Today, the Daimler Group is a globally leading vehicle manufacturer
that offers an unparalleled range of premium automobiles, trucks, vans and
buses. The product portfolio is rounded out by a range of tailored financial
services and mobility services. Daimler’s goal is to continue to play a
leading role in the automotive industry in the development of products and
services for the future of mobility.
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In a total of 19 countries and more than 8,500 sales centers worldwide.
Daimler AG is the parent company of the Daimler Group and is domiciled
in Stuttgart (Mercedesstrale 137, 70327 Stuttgart, Germany). The
main business of Daimler AG is the development, production and distribu-
tion of cars, trucks and vans in Germany and the management of the
Daimler Group.

The company is listed on the stock exchanges of Frankfurt and
Stuttgart (stock exchange symbol DAI). In 2016, the Group sold around 3
million vehicles and employed a workforce of 282,488 people; revenue
totaled €153.3 billion and EBIT amounted to €12.9 billion.

With its strong brands, Daimler is active in nearly all the countries of
the world. The global networks of research and development activitiesand
of production and sales locations give Daimler considerable advantages in
international competition and also offer additional growth opportunities. In
addition, they can apply their innovations in a broad portfolio of vehicles
while utilizing experience and expertise from all parts of the Group. This
also helps them with the further development of technologies and services
that point the way forward to the future of mobility. Additional potential is
generated by the digitization of processes and products.

In 2016, Daimler increased its revenue by 3% to €153.3 billion. The
Group’s five divisions contributed to this total as follows: Mercedes-Benz
Cars 56%, Daimler Trucks 21%, Mercedes-Benz Vans 8%, Daimler Buses
3% and Daimler Financial Services13% (Diagraml.1). At the end of 2016,
Daimler employed a total workforce of more than 282,000 men and wom-
en worldwide.

Consalidated revenus by division

Mercedea-Benz Cave 5&.0%
E&.rmr'. Trucks 2007%
Mercedes-Bene Vana H0% ]
Digimlesr Buses oy l
Daimier Financial Services | 2.6%

Diagraml.1. Consolidated revenue by division
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The products supplied by the Mercedes-Benz Cars division comprise
a broad spectrum of premium vehicles of the Mercedes-Benz brand, its
Mercedes-AMG high-performance brand and its Mercedes-Maybach
luxury brand. These vehicles range from the compact models of the A-
Class and B-Class to a highly varied program of sport utility vehicles,
roadsters, coupes and convertibles and S-Class luxury sedans. The portfo-
lio is rounded out by the Mercedes sub-brand and the high-quality small
cars of the smart brand. Furthermore, they launched the new EQ brand in
2016 for all activities connected with electric mobility. The most important
markets for Mercedes-Benz Cars in 2016 were China with 22% of unit
sales, the United States (16%), Germany (14%) and the other European
markets (30%). In the context of its growth strategy, the division is contin-
ually further developing its flexible and efficient production network with
29 plants on four continents.

The plants are operating at a high level of capacity utilization, so they
are expanding their production capacities with a new facility in Jawor,
Poland, and a second, highly flexible plant in Kecskemét, Hungary. The
German facilities are their lead plants and competence centers and form the
backbone of the worldwide production organization. In connection with
electric offensive, company is examining the possibility of producing
electric vehicles and components at existing sites within global production
network. Thanks to highly flexible structures, they can produce vehicles
with different drive systems in plants, allowing to react flexibly and quick-
ly to changing demand in the markets. The first series-production vehicle
from the EQ brand will be produced at plant in Bremen.

As the biggest globally active manufacturer of trucks above 6 metric
tons gross vehicle weight, Daimler Trucks develops and produces vehi-
cles in a global network under the brands Mercedes-Benz, Freightliner,
Western Star, FUSO and BharatBenz.

The division’s 26 production facilities are located in the NAFTA re-
gion (14), Europe (7), Asia (3) and South America (2). In China, Beijing
Foton Daimler Automotive Co., Ltd. (BFDA), a joint venture with Chinese
partner BeigiFoton Motor Co., Ltd., has been producing trucks under the
Auman brand name since 2012. Daimler Trucks’ product range includes
light, medium and heavy-duty trucks for local and long-distance deliveries
and construction sites, as well as special vehicles used mainly in municipal
applications. Daimler Trucks’ most important sales markets in 2016 were
the NAFTA region with 35% of unit sales, Asia (30%), the EU30 region
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(European Union, Switzerland and Norway — 19%) and Latin America
excluding Mexico (7%).

Mercedes-Benz Vans is a global supplier of a complete range of vans
and associated services. The division’s product range in the segment for
commercial vans comprises the Sprinter large van, the Vito mid-size van
(marketed as the “Metris” in the United States) and the Mercedes-Benz
Citan urban delivery van. Mercedes-Benz Vans has manufacturing facili-
ties at a total of nine locations in Germany, Spain, the United States and
Argentina, as well as in China within the framework of the Fujian Benz
Automotive Co., Ltd. joint venture, in France in the context of the strategic
alliance with Renault-Nissan, and in Russia in cooperation with our part-
ners GAZ and YaMZ. The most important markets for vans at present
are in the EU30 region, which accounts for 70% of unit sales in the
reporting year, and the NAFTA region (12% of unit sales). They are
expanding their presence in growth markets. In the summer of 2016,
company began building a new Sprinter production facility in South
Carolina in the United States.

They also expanded their presence in China, the world’s biggest au-
tomotive market, by launching the V-Class and the Vito there in 2016.

The Daimler Buses division with its brands Mercedes-Benz and Setra
is the undisputed industry leader for buses above8 metric tons in its tradi-
tional core markets in the EU30 region, Brazil, Turkey, and Mexico
Argentina. The division’s product range comprises city and intercity
buses, coaches and bus chassis. The largest of the division’s 14 production
sites are located in Germany, France, Spain, Turkey, Argentina, Brazil and
Mexico, and since 2015, in India as well. In 2016, Daimler Buses generat-
ed 66% of its revenue in the EU30 region and13% in Latin America
(excluding Mexico). While they mainly sell fully equipped buses in Eu-
rope, their business in Latin America, Mexico, Africa and Asia is focused
on the production and distribution of bus chassis.

The Daimler Financial Services division supports the sales of the
Daimler Group’s automotive brands in approximately 40 countries world-
wide. Its product portfolio primarily consists of tailored financing and
leasing packages for customers and dealers, but also insurance brokering,
fleet management services, investment products and credit cards, as well as
various mobility services such as the “moovel” mobility platform. With the
mytaxi app, following the merger with Hailo, they now reach approximate-
ly 6 million customers in more than 50 cities. The flexible mobility con-
cept cargo is used by more than 2.2 million customers worldwide. The
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main areas of the division’s activities are Western Europe and North
America, and increasingly China as well. During the year under review,
Daimler Financial Services financed or leased about 50% of the vehicles
sold by Daimler.

The division’s contract volume of €132.6 billion covers more than 4.3
million vehicles. Daimler Financial Services also holds a 45% interest in
the Toll Collect consortium, which operates an electronic road-charging
system for trucks on highways in Germany(Annex 3 ).

Daimler AG plans to achieve their goals through four strategic focus
areas(Annex4).

They focus on: strengthening their core business, growing globally,
leading in technology, moving ahead with digitization.

Daimler AG aim to achieve profitable growth and increase the value
of the company. They plan to achieve their goals by focusing activities on
four strategic areas.

eDelighted customers: to finish at the top of all relevant customer-
satisfaction rankings and win over customers with outstanding quality.

eTechnology leadership, innovation and digitization: setting stand-
ards for technology and innovation.

eProfitable growth: intend to achieve a 9% average return on sales
(EBIT in relation to revenue) for the automotive business on a sustained
basis.

eBest teams: they work in teams whose diversity in terms of gender,
nationality and age is of great importance. Their employees are proud to
work at Daimler, and they are one of the employers most sought after by
job applicants. Core corporate values — passion, respect, integrity and
discipline — form the basis of actions.

Chapter 2. Marketing analysis:

eKey brands

Daimler AG is one of the world’s most successful automotive compa-
nies. With its divisions Mercedes-Benz Cars, Daimler Trucks, Mercedes-
Benz Vans, Daimler Buses and Daimler Financial Services, the Daimler
Group is one of the biggest producers of premium cars and the world’s
biggest manufacturer of commercial vehicles with a global reach.

The Group’s focus is on innovative and green technologies as well as
on safe and superior automobiles that appeal and fascinate. Daimler conse-
quently invests in the development of alternative drive trains with the long-
term goal of emission-free driving: from hybrid vehicles to electric vehi-
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cles powered by battery or fuel cell. Furthermore, the company follows a
consistent path towards accident-free driving and intelligent connectivity
all the way to autonomous driving. This is just one example of how Daim-
ler willingly accepts the challenge of meeting its responsibility towards
society and the environment. Daimler sells its vehicles and services in
nearly all the countries of the world and has production facilities in Eu-
rope, North and South America, Asia, and Africa.

Daimler Financial Services provides financing, leasing, fleet man-
agement, insurance, financial investments, credit cards, and innovative
mobility services.

Its current brand portfolio includes, in addition to the world’s most
valuable premium automotive brand, Mercedes-Benz, as well as Mercedes-
AMG, Mercedes-Maybach and Mercedes me, the brands smart, EQ,
Freight- liner, Western Star, BharatBenz, FUSO, Setra and Thomas Built
Buses, and Daimler Financial Services’ brands: Mercedes-Benz Bank,
Mercedes-Benz Financial Services, Daimler Truck Financial, moovel,
cargo and mytaxi.

eMarketing strategy and tactics

The marketing mix of Daimler shows what a fantastic company it is,
and how, as per Business Week Magazine, it is the top most recognized
global automobile brands. This high profile success is not an accident but
hard work, patience and excellent application of effective marketing
strategy all rolled into one.

Daimler is considered as the world’s oldest manufacturer of luxury
carmaker and the reputation is unlikely to go away in the near future. This
marketing mix looks at the company’s marketing and advertising strategies
it has implemented over the years to establish itself as a leader in the
fiercely competitive automobile industry.

Product is the strongest P in the marketing mix of Daimler. It remain
as one of the leading brands in the world market, that too for more than
50 years. The company currently assembles its models — S-Class, E-Class,
C-Class and the ML-Class while other models, including GL-Class, CLS-
Class and SLK-Class are fully imported.

Although Mercedes Benz marketing strategyused to focus on the luxu-
ry, safety and precision engineering of its cars, competition has propelled it
to adjust its product to suit the changing consumer attitudes. Now, their
marketing strategy focuses more on presenting a more energetic, fun
loving and approachable side of cars(Annex?2).
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The evolution of its marketing strategy can also be a connected to its
expanded market. Daimler has, over the years, found it necessary to ex-
pand the market to include younger consumers. Another marketing strategy
employed by Daimler is its decision to slice prices and make the product
more affordable to consumers.

One thing that Daimler managed to do is to build a reputation of quali-
ty and exclusivity in all its products, making it one of the most recogniza-
ble brands in the globe. Thus, it enjoys a reputation of class and prestige.

Daimler introduced many technological and safety innovations over
the years. However, the introduced innovations went on to be replicated
by other brands. The company distributes its product through a broad
network of dealers throughout the world. Company understands that
consumers are not just interested in a buying a car that moves them from
point X to point Y.

They are actually making a car that will enable them easily sell the
idea about the car in the market. The company intends to change the
perception of the brand and reposition it so that it is more appealing to
younger generation. They are also sending out the message that they are
more approachable than ever before.

Daimler AG manufactures different types of convertibles, full sixed
sedans, coupes and sports sedans, buses, vans, other vehicles. It has as
many car models currently ranging from INR 21,49,000 to 7,68,00,000.
Mercedes is leaving no stone unturned to tap world market in premium
segments. As a matter of fact, the company deals in a niche segment where
the customer is more concerned with the value they are getting on the
product more than anything else is.

eCompetitive advantages and bottlenecks.

In the current state of global economy, Daimler is exposed to a higher
number of risks. The entrepreneur activity mainly consists in creating and
using opportunities in order to ensure and strengthen the company’s
competitiveness. As a result of classifying global most famous car brands,
Mercedes-Benz dropped one place in the rankings, from the third to fourth
position, with the brand value of 20.298 mln. $ USD in 2013, compared
with 19.762 mIn.$ USD in 2012.

Considering the competitive pressure on the automotive market,
Daimler must adapt continuously and successfully its production and cost
structures. Each division aims constantly at achieving its objective of
increasing profitability and efficiency. Regarding the car sales, Daimlerof-
fers an entire range of funding opportunities, especially leasing.
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However this business entails the risk that prices paid on cars at the
end of the lease to be lower than their book value, which is called the
residual value risk. In order to achieve the targeted levels of prices, factors
such as brand image, design and quality of the product play an important
part. If these factors do not meet the customer’s requirements, Daimler is
negatively affected. Daimler’s global expansion means that its business
operations and financial transactions are in closely connected with the risks
entailed by exchange rate fluctuations, especially the US dollar and other
important currencies against the euro.

Global risk involves all individual risks for all divisions (Faulkner &
Bowman,2000). There are no visible risks that alone or associated with
other risks could endanger the existence of Daimler. Nevertheless there are
risks from the economic point of view which are specific to industry,
hindrances that prevent the development and profit targets of Daimler.

Table 2.1 - SWOT-analysis of DAIMLER AG

Strengths of the company: Opportunities:
- worldwide famous brand; — increased | - Sustained technologic ad-
interest in ensuring safety; vance;
- company is determined to focus on - Governmental policies support
fulfilling its customers’ needs; car industry.

- efficient distribution channels;
— innovation — initiating design details

Weaknesses: Threats:
- Narrow market segment; - Fuel price increase;
- Has a strong competitor- BMW, - Mergers among competitors;
- High production costs - Economic crisis leads to
- High prices decrease of net allocated for
luxury goods.

The company’s objective is to achieve sustainable profitable growth
and leadership position in all company business, to provide new brands,
products and services, objective which is intended to be achieved through
the four strategic pillars of growth. The first pillar — strengthening basic
activities — refers to the expansion and maintenance of the wide range of
designs, the emphasis being placed on satisfying the customer’s changing
expectations.

The second pillar — expanding on new markets — mainly refers to ex-
panding on markets outside Europe, North America, Brazil, Russia, China,
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Japan, India and strengthening the position on traditional markets. Leader
in green technology — is the third pillar which refers to the goal of the
company to make the future safer and less polluted. Here they refer to
reducing CO2 emissions and the new hybrid cars. More than half of the
world population lives in towns and cities and this percentage increases
constantly. Thus the fourth pillar intervenes — strategic mobility — referring
to people who do not have a car, although the flexible use of one is highly
important. The mobility platform offers the possibility to successfully
combine private activities with work-related ones, billing being made
possible through the payroll system (Ciobanu&Ciulu, 2005).

Daimler's success comes from tactics and strategy. The company’s
performance which ensures a high level of competitiveness aims at both
characteristics common to all firms, i.e. labor productivity, labor cost,
service quality and customer satisfaction level and particular skills —
innovation skill, improvement of human resources and quality manage-
ment, thus managing to develop a trend towards uniformization. Daimler
has achieved business performance as it focused on global management,
developing its capacity to approach service, cost and market-related issues
in a much more critical way than in the past.

Moreover its success in business lies in the way the company ap-
proached and combined international marketing strategies — starting from
strategies based on cost and differentiation to the marketing mix strategies.
The company has thus achievedperformance from managerial, organiza-
tional and communication point of view, focusing its specific actions on
markets and customer segments considered as priority targets.

Chapter 3. Financial analysis:

eUnit sales

Daimler increased its total unit sales in the year 2016 by 5% to ap-
proximately 3 million vehicles. The Mercedes-Benz Cars and Mercedes-
Benz Vans divisions confirmed the forecasts made at the beginning of the
year with significant growth (+10% and +12% respectively).

Daimler Trucks posted a significant decrease in unit sales 0of17% in
2016. At the beginning of 2017 year, the division had aimed for unit sales
in the magnitude of the previous year. That target had to be successively
adjusted as a result of the significantly less favorable market development
in the NAFTA region, the Middle East and Turkey. Also at Daimler Buses,
unit sales were significantly below the prior-year level (-7%) and did not
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reach the originally anticipated volume, primarily due to repeated signifi-
cant market contraction in Brazil.

The Mercedes-Benz Cars division continued along its growth path in
the year under review. Unit sales increased by 10% to the new record of
2,198,000 vehicles. The Mercedes-Benz brand increased its unit sales by
9% to a best-ever figure of 2,053,500 vehicles. This means not only that
Mercedes-Benz grew faster than the worldwide car market, but also
that it delivered more vehicles in the premium segment than any other
manufacturer.Theyare the number one in the premium segment in Ger-
many and some other key European markets, as well as in the United
States, Canada and Japan. In addition, they significantly improved position
in China in 2016.

InEurope, Mercedes-Benz sold a total of 872,200 vehicles (+12%).
Double-digit growth rates were achieved above all in the volume markets
of the United Kingdom (+15%), France (+18%), Italy (+16%) and Spain
(+20%). And in Germany, theyincreased unit sales by 6% to 275,900
vehicles. In China, grew by 20% in 2016 — faster than the overall
market and important competitors. Total unit sales in the NAFTA
region were slightly lower than in the previous year. Growth was achieved
in Mexico, while unit sales in the United States and Canada decreased
slightly. Unit sales in Japan were 6% lower than in 2015 due to the general
market development.

However, they achieved significant growth in South Korea (+33%),
Australia (+17%) and Taiwan (+12%). Demand was very strong also for
A- and B-Class models, with an increase of 2%. C-Class models enjoyed
ongoing success, with a 4% increase in unit sales to a total of 490,200
sedans, wagons, coupes and convertibles in 2016. In the year of the model
change, the E-Class almost matched the prior-year volume, with the new
model creating strong sales impetus as of the third quarter. They sold a
total of 304,200 vehicles in the E-Class segment, including 188,300 units
of the new model.

The smart brand reached a sales milestone in September 2016, with
more than two million vehicles sold since its market launch in 1998.
Meanwhile, smart is represented in 46 markets worldwide. In the year
2016, the brand’s unit sales increased by 19% to the new record of 144,400
cars.
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Diagram 3.1. Unit sales structure of Mercedes-Benz Cars

Although there was a decrease in sales of the S-Class for lifecycle
reasons to 84,300 units (2015:106,200), it continues to be the world’s
bestselling luxury sedan.

*Revenue

In the year 2016, Daimler generated revenue of €153.3 billion, which
is slightly above the prior-year level (2015: €149.5 billion); adjusted for
exchange-rate effects, revenue grew by 3%.

Each of the divisions Mercedes-Benz Cars (+7%), Mercedes-Benz
Vans (+12%) and Daimler Financial Services (+9%) significantly in-
creased its volume of business. Whereas the Daimler Trucks division
posted a significant decrease in revenue of 12%, primarily due to the very
weak condition of some major truck markets. At Daimler Buses, revenue
was 2% higher than in the previous year.

In regional terms, Daimler achieved revenue growth in Europe
(+9% to €63.4 billion) and in Asia (+5% to €35.6 billion) while the
prior-year level was not quite achieved in the NAFTA region (-6% to
€45.0 billion).
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oEBIT

The Daimler Group achieved EBIT of €12.9 billion in 2016 (2015:
€13.2 billion). Despite higher expenses in connection with Takata airbags
and from the remeasurement of inventories, the Mercedes-Benz Cars
division slightly improved on its prior-year earnings. This was the result of
further growth in unit sales, especially in the SUV segment. The Mercedes-
Benz Vans division increased its EBIT significantly as a result of higher
unit sales. The Daimler Buses division achieved EBIT significantly above
the prior-year level as well. At Daimler Financial Services, earnings
increased slightly primarily due to the growth in contract volume.

The Mercedes-Benz Cars division slightly increased its EBIT adjusted
for special items in 2016. The European market situation featured very
intense competition. The earnings of Mercedes-Benz Vans developed
better than was forecasted. Due to the strong business with complete buses
in the EU30 region, Daimler Buses achieved significantly high EBIT.
Daimler Financial Services slightly increased its EBIT adjusted for special
items.

Due to the favorable business development in most divisions, Daimler
was able to exceed slightly its prior-year EBIT adjusted for special items of
€13.8 billion, achieving €14.2 billion in 2016(Annex5).

The Group’s total revenue increased by 2.5% to €153.3 billion in
2016; adjusted for exchange rate effects, it increased by 3.3%. The revenue
growth reflects the demand for products at Mercedes-Benz Cars and
Mercedes-Benz Vans, as well as the increased contract volume at Daimler
Financial Services.

Cost of sales amounted to €121.3 billion in 2016, increasing by 2.8%
compared with the previous year. The rise in cost of sales was caused by
higher business volumes and consequentially higher material expens-
es(Annex 6).

Due to the growth in unit sales, selling expenses increased by €0.1 bil-
lion to €12.2 billion. In addition, there were higher expenses for marketing.
As a percentage of revenue, selling expenses decreased from 8.1% to
8.0%.

The tax expense of €3.8 billion (2015: €4.0 billion) stated under in-
come tax expense decreased at a higher rate than profit before income
taxes. The effective tax rate for 2016 was 30.1% (2015: 31.6%). This was
mainly due to the contribution of shares in Renault and Nissan into the
pension-plan assets.
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Diagram 3.2. Dividend per share

Net profit for the year amounts to €8.8 billion (2015: €8.7 billion). Net
profit of €0.3 billion is attributable to non-controlling interests (2015: €0.3
billion). Net profit attributable to the shareholders of Daimler AG amounts
to €8.5 billion (2015: €8.4 billion), representing earnings per share of
€7.97 (2015: €7.87).

The calculation of earnings per share (basic) is based on an unchanged
average number of outstanding shares of 1,069.8 million.

eLiquidity and Capital Resources

To the extent that the Group’s internal refinancing of the financial
services business is provided by the companies of the industrial business,
this amount is deducted in the calculation of the net debt of the industrial
business. At December 31, 2016, the Group’s internal refinancing was of a
higher volume than the financing liabilities originally taken on in the
industrial business due to the application of the industrial business’s own
financial resources. This resulted in a positive value for the financing
liabilities of the industrial business, thus increasing net liquidity, so the net
liquidity of the industrial business exceeds the gross liquidity presented
here.

Compared with December 31, 2015, the net liquidity of the industrial
business increased from €18.6 billion to €19.7 billion. The increase mainly
reflects the positive free cash flow of €3.9 billion. In addition, cash inflows
in connection with the equity transactions with Daimler Financial Services
had a positive impact of €0.7 billion. An opposing effect of €3.5 billion
resulted from the dividend payment to the shareholders of Daimler AG.
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Table 3.1 — Net debt of the Daimler Group

B.27
Met debt of the Daimler Group

Dec. 31, Bec. 31,

20015 20115 1415
In millicne of ewras Change
Cash and cash equiveients 10,281 9936 * 1,05
Markelable dabt gecuriles 10, 748 8,273 2,475
Liguidity 21,729 18,209 +3,520
Firanaing liabilitios 117 488 101,342 16,544
Market viluation. and
surrensy hedges
for financing lisbiities &1 563 -522
Financing liabilities
(mominall -117,625 100,55% « | F
Net debt 25,696 B350 -13,546

Net debt at Group level, which primarily results from refinancing the
leasing and sales-financing business, increased compared with December
31, 2015 from €82.4 billion to €95.9 billion

Chapter 4. Assessment of efficiency using of potential

In order to assess the effectiveness of entrepreneurial activity, it is
necessary to use a system of indicators that are subject to a report and
analysis, and in a complex can characterize the efficiency of using entre-
preneurial potential.

Using the source information to calculate the cost of capacity, we cal-
culated the indicators that characterize the effectiveness of its use. Then, in
order to calculate the efficiency using of potentialwe use methodology of
expert evaluation. This method is estimated from the subjective expert's
point of view, the value of the indicator for 2016 according to the scale
from 1 to 3, where 1 means not effective indicator ( low), 2 is average
(moderate) indicator and 3 is high (effective). Twelve experts were inter-
viewed for these evaluations. All the results are shown in the table 4.1.
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Table 4.1 — Assessment of efficiency using of potential*

Ne| Indexes | 2014 | 2015 | 2016 |Point
Efficiency of using of fixed assets and intangible assets 7
1 |Return on capital 0,09 0,28 0,25 1
Capital stock 200,85 | 222,75 | 259,56 3
3 |Profitability of fixed assets 12,38 13,32 11,63 1
The growth of the services
4 rendered to the account of the ) 79211.4 | 36139.1
change of the main productive
assets
The growth of the services
5 |rendered to the account of - 11992,7 | -1799,8 1
changes in return on assets
Efficiency of Working Capital 6
1 |Reciprocity rate 0,06 0,19 0,18 1
2 |Duration of one turnover, days 5563,34 | 1877.,73 | 1974,24 1
3 Cogt—effective use of working 9.02 9.17 8.35 >
capital,%
Release of working capital as a
4 |result of acceleration of turnover - 7,2 -42.24 1
ths. EUR.
Changing of services rendered
5 |due to changes in the value of - 227201 | 532284 | 1
working capital, ths. EUR
Efficiency of labor potential using 8
1 |Labor productivity, ths. EUR 17,83 62 65,88 3
2 | Profit per employee, ths. EUR 24,87 29,66 30,18 2
Efficiency of managerial expens-
es, ths, EUR 0,47 0,55 0,55 1
Change of services rendered due
4 |to changes in the number of - 0,23 -0,02 1
employees, ths. EUR
Changing the services provided
5 |by changing productive. Labor, - 125449 | 1094,67 1
ths. EUR
Efficiency of using entrepreneurial potential 6
1 |Profitability of the enterprise,% 9,02 9,17 8,35 2
2 Cost—effectiveness of produc- 753 7.14 7.03 1
tion, %
3 |Profitability of sales,% 21,18 21,07 | 20,94 3

*developed by the authors
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Next stage is to calculate the level of efficiency to each of section (ta-
ble 4.2).

Formula:

Level of sector’s efficiency = total summa of points in this section *
total amount of indicators in this section / 18.

Table 4.2 — Level of efficiency by sections

Efficiency of using main productive assets and intangi-

ble assets 1,94
Efficiency of Working Capital 1,67
Efficiency of labor potential using 2,22
Efficiency of using entrepreneurial potential 1,00
Total 6.83

Using of main productive
assets and intangible assets
1,54
|

Using of
entrepreneurial Using of
potential 3 pp 1,67 Working Capital

T
2,22
Labor potential
using

Picture 4.1. Assessment of potential use efficiency
Because of maximum total point of efficiency using of potential is 14

we can calculate the percent of using the potential.
So, the percent of using the potential of Daimler AG is 48,8 %.

Conclusion
The automotive industry is crucial for Europe’s prosperity. The sector
provides jobs for 12 million people and accounts for 4% of the EU’s GDP.
The EU is among the world's biggest producers of motor vehicles and the
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sector represents the largest private investor in research and development
(R&D). To strengthen the competitiveness of the EU automotive industry
and preserve its global technological leadership, the European Commission
supports global technological harmonization and provides funding for
R&D.

The modern automotive market exists in the face of excess supply, to
reduce-demand and hard competition between producers. This situation
makes the automobile industry companies that want to take a worthy
position on the world market, go through the merger, concentration and
significant reduction of costs. Prospects of consolidated companies alto-
gether predictable, somewhat more difficult to determine what awaits
independent car manufacturers, who are increasingly harder to survive and
compete in the globalized global automotive market.

Today, the Daimler Group is a globally leading vehicle manufacturer
that offers an unparalleled range of premium automobiles, trucks, vans and
buses. The product portfolio is rounded out by a range of tailored financial
services and mobility services. Daimler’s goal is to continue to play a
leading role in the automotive industry in the development of products and
services for the future of mobility.

In 2016, Daimler increased its revenue by 3% to €153.3 billion. The
Group’s five divisions contributed to this total as follows: Mercedes-Benz
Cars 56%, Daimler Trucks 21%, Mercedes-Benz Vans 8%, Daimler Buses
3% and Daimler Financial Services13%. At the end of 2016, Daimler
employed a total workforce of more than 282,000 men and women world-
wide.

The author's methodology for assessing the level of efficiency of using
the potential of the enterprise was proposed and used. The basis for evalua-
tion is the key financial performance of the enterprise. Analyzing them, we
came to the conclusion that labor potential is most effectively used, due to
the rather high and stable Labor Productivity and income per employee.

It is worth noting the high level of profitability of sales — 20,94%,
which, although it decreased in comparison with previous years, but a
fairly small percentage.

We came to the conclusion that the overall percentage of the compa-
ny's potential utilization was 48.8%. This means that the company is using
its potential not fully and not as efficiently as possible. In order to maxim-
ize income in the capital, it is worth optimizing the effectiveness of the use
of potential, through the change of services rendered due to changes in the
number of emploees, Changing the services provided by changing produc-
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tive, increasing the use of working capital and the growth of services
rendered to the account of changes in return on assets.
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