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Financial Performance and Health for Google Inc.
Executive summary
Google Inc. is one among the best global companies as ranked by its customers. The company’s future remains limitless since it depicts a serious in addition to an aggressive review of the evident organizational culture which is accurately conducted, and recommendations are well followed. As outlined in the Google Human Resource Department, Google has a wide array of the royal workforce. Also, the management has made a lot of efforts to nurture an entertaining organizational culture as a core step to the organization success (Google Incorporation, 2017). The management has a strong internal organization assessment where researchers are required to examine the core opinions of both past and present employees via testimonies. The approach in which the employee serves in Google illustrates that innovation is highly emphasized in the entire company. Employees are also motivated to reject the negative attribute of the culture, and hence, they work to produce a unique culture in each of their core investments in the world. 
It is also noteworthy that the company embraces ethical practices, the importance of performance appraisals and advancement in the estimated organizational core values based on culture.  The organization’s stories are quite reflective of the entire cooperate culture.  Also, company history is highly charitable, and this signifies that all aspects of the organization are socially expansible (Germe et al., 2019). The company has also promised to offer adequate financial support for the invention of technological products. The company strives back to its core users by conducting a charity venture, which again boosts Google’s organizational culture. Like it is the case with any other operation organization, Google’s management team has been determined to maintain and possibly grow its financial position by making mega investments (Google Incorporation, 2017).  According to the company’s financial report, Google has been in the forefront to its competitors by wining up to 23% year over year revenue growth to 136. 8 billion in addition to 22% for the fourth quarter to $39.3 billion (Spuchlakova, Zvarikova, & Kliestik, 2017). The Chief Financial Officer of Google has endorsed that “with great and valuable opportunities ahead, the company stands a chance to remain focused on its investments in talent in addition to infrastructure required to  invent unique and exceptional product, as well as recording improved encounters to customers,  advertisers, and partners  from a global perspective” (Google Incorporation, 2017). Besides, Google Inc. needs to come up with forward-looking statements which entail risks and uncertainties (Germe et al., 2019). A lot of attention needs to be deployed based on the organization’s revenue culture by making additional investments, hiring promising techniques, ensuring acute communication and transparency in its global sales departments. The company must work on its high turnover rate and all exposed weaknesses. The company must also stay focused on creating brand loyalty as a result of the affiliated positive corporate image. 
Financial Performance and Health
a. Organizational Context
Google Inc.’s goods and services are purely oriented to meet its customer needs. Also, its operation is well defined by its mission statement that it “identify human problem than it can be solved within technology and then invent technologies that address these core issues” (Google Incorporation, 2017) The major Google products and services include Google search, a web search engine offers to millions of browsers and researchers in all regions of the world (Google Incorporation, 2017). Another product is Google images, which provides results based on the file name in addition to a text adjacent to the image. Google offers YouTube services to artists and other customers to share entertainment, precautionary, and educative video clips to its customers. The company offers automated news compilation services in addition to search engines, which support more than 25 languages (Germe et al., 2019). Google Finance is another product offered for businesses to access executive information, blog search, interactive charts, and make acute discussion groups for business propensity among other initiatives. Other goods include Google groups, Google maps, Google translate, and Google flights. The company offers a variety of advertising services such as Google ads and Google marketing platforms which fully support business-oriented services. Other technical goods and services from Google Company include calendar software, news aggregators, and cloud storage for businesses, cloud computing services for business and a suite of productivity applications which include word-processing, spreadsheet, and photo-editing software services. Notably, Google Inc. offers a wide array of goods and services whose relevance in the contemporary world can never be under-estimated (Google Incorporation, 2017). Majority of the listed products are certainly affiliated and available in Google’s core businesses and Web search.  Herein, chrome and Android web searcher are suitably designed to ensure that Google search bar is accessible to all interested Web users who are the major customers to the firm despite the fact that they lie in varied categories. The major rationale for providing these goods and services is to maximize the value of technology and to meet the major goal of digitalization by converting the world into a global village. It also intended to act as an eye-opener for many internet-based businesses. These features are core in that they help the business to set boundaries for business decisions through market identification and customer segmentation as key tools for a successful business. 
Google Inc. underscores a good organizational structure. As evident, Google incorporation is patterned into several broad “Product Areas” which are suitably managed by the SVP/CEO who report to the Google’s overall CEO, Sundar Pichai: Android, Research, and Machine Intelligence, Ads, Hardware, YouTube, and Google map among others. Moreover, Google’s global business operations also generate reports to Google’s overall CEO (Google Incorporation, 2017). From another point of view, Google applies a matrix organizational structure, which is a hybrid amid functional and divisional structure. For that reason, the company’s organizational structure sticks to three core features, which include flatness, product-based definition, and function-based definition. The company uses the function as a basis for categorizing employees in all dimensions. Overall, the management gives a growing emphasis on the aspect of organization and structure as key factors in defining the brand image.  
b. Recent Financial Performance
Consolidated income statement from 2016 to 2018
	The section highlights the company’s changes in the expenses, income and profit over the years. The income statement shows impressive performance in revenue. The financial records illustrate that Google revenue was on a rising trend. The improved performance saw the company record a gain of 18.39% in 2016/2017 financial year and 18.23% for the 2017/2018 financial year (“Google Incorporation,” 2018). The revenue increase may be as a result of improving marketing skills and operational management. The improved performance can also be attributed by the company’s effort to come up with new methods of operations, which made it allocate more funds for research and development. The company also had increased operations, which led to more operational costs. The increase in cost is evident in from the financial performance of which the financial year 2017/2018 had an increase in the operational cost by 30.64%. Further, the gross profit for the three years also showed a rising trend with 2018 recording the highest at $77270000 whereas 2016 reported the lowest value at $55134000. 
The pie chart below illustrates changes in revenue for Google Inc.

Operation Income
	The operating income is arrived at after deducting the operating cost from the gross income. The company had a rising trend in the operating income with 2018 reporting a value of $31392000 whereas 2016 having the lowest figure of $23,716,000. The corporation's cost that was associated with the operating cost includes General and administration Cost, selling and general administrative cost, and the non-recurring expenses. The increase in tax and the interest on capital made the net income to decrease in 2017. However, performance for 2018 was impressive, of which the company recorded a net income of $30,376,000. The trend in the net income performance is illustrated in the bar graph below: 

Chart showing the net income trend
Earnings before interest tax and depreciation
	The amount is derived after the deduction of the company’s expenses without including interest, tax and depreciation. The companies show an increasing trend in interest and depreciation expenses. The increase contributes to the rising trend in the EBIT in the income statement.  
Chart showing the performance trend in EBIT, interest and tax.

Cash flows
Google consolidated cash flow statement highlights the movement of cash in and out of the organization. The significant items in the cash flow statements include the operating activities, investing activities and financing activities. 
Cash from Operating Activities
The reported cash from operating activities includes the changes in the values of the working capital items and the other activities excluding the discounted operations. The company’s stock from operating activities showed an increasing trend with 2016 reporting $36,036, $37091 and $47971 for 2016, 2017 and 2018 financial years respectively. The statements below show the company’s cash flow from operating activities from 2015 to 2018. 
[image: ]
Cash from investing activities.
	The important items for Google include equipment, PPE, collection and acquisition of debts and other productive assets. The business cash flow from investing activities does not include amounts from the discounted operations. The statement cash flow statement below shows an overview of the company’s cash movements from the investing activities. 
Cash from investing activities.
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The illustration shows that the company had more of capital expenditure, which contributed to it having net cash outflow in the investing activities. 
Cash from financing activities
The financing activities illustrate business cash movement from the company’s operations. The business may obtain finance from the shareholders, or borrow more funds to enable it to pay its obligations. Below is an illustration of the ash from financing activities.
Cash from financing activities
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The illustration shows that the business only earned net cash inflow from financing activities in 2017 whereas in 2016 and 2018, the net cash outflows were -$13179 and -$8332 respectively.
Underlying financial performance
	 The current performance is healthy for the going concern of the company based on the increase in the net profit as well as ratio analysis.  However, the business needs to reduce the amount it has on current assets to increase the cash required for operations. Recently the company also acquired one of the technological companies, Motorola. The acquisition enabled Google to have multiple sub-segments, thereby making it have numerous income streams. It also intends to acquire the subsidiary’s production patents to allow the business to have full control over the Motorola Company. The complete acquisition will increase Google’s competitive advantage in the market. 
c. Current Financial Health
The company is well known in the technological sector. Its primary competitors include AOL, Yahoo, Inc and MSN. However, Google still performs better than all its competitors ranging from profitability to efficiency. The financial health of Google, Inc. can be evaluated from the ratio analysis and other balance sheet items.
Cash and Cash Equivalent
The company’s cash and cash equivalent recorded an increase with 2018 reporting the highest amount of $101.9 billion. The same performance was evident in the cash ratio where the business recorded a steady increase in the ratio signifying that it is in a position to settle the short term debts. 
The chart below illustrates the company’s performance based on different liquidity ratios.
	 
	2019
	2018
	2017

	Quick ratio
	3.887031
	5.109333
	6.274767

	Current ratio
	3.919006
	5.140305
	6.290762

	Cash ratio
	3.152513
	4.212505
	5.152363




Debt and shareholders’ equity
	The Company had an increase in the value of equity with 2018, recording the highest amount of $177.63 billion. The upsurge in the equity value is an indication that more investors are showing interest in the Company, thereby making buy more shares from the business. Google’s total debt increased to $3.97B in 2017 from $3.94B in 2016, then later to $4.01B (“New york stock excahange market,” 2019). The Company’s leverage can be illustrated by the increase in the solvency ratio as illustrated below:
	

	 
	2018
	2017
	2016

	Debt ratio
	24%
	23%
	17%

	Debt to equity ratio
	31%
	29%
	20%


The analysis is an indication that as the year’s progress, the equity amount also increases, thereby increasing the stability of the company. 
Receivable days outstanding
The receivable days shows that the company had a poor debt recovery system. The number of days increased from 58days in 2016 to 106 days in 2018 which may lead to bad debts written off by the company. 
	 
	 
	 
	2018
	2017
	2016
	2015

	Days sales outstanding
	
	136,819
	110,855
	90,272
	74,989

	Accounts receivable
	
	21,193
	18,705
	15,632
	13,459

	Average accounts receivable
	
	39,898
	17168.5
	14545.5
	

	Total credit sales
	 
	 
	0.291612
	0.154873
	0.16113
	 

	Multiply by number of days
	 
	106.4382
	56.52882
	58.81234
	 



Success Factors and Risk
Google Inc. is endowed with well-strategized financial and strategic priorities. The organization’s management underscores the fact that Google’s fundamental success of the strategy is highly depended on critical factors which include the firm’s realistic internal view of its core competencies, Google alignment with the external settings, suitable competitiveness, in addition to careful implementation and monitoring (Google Incorporation, 2017). The company pays attention to revenue-oriented approached, such as investment. The company also aims at increasing its market share for improved sales and returns on investments.  The company also focuses on providing financial services to its customers. In my conviction, these prioritizations affect accounting procedures and business decisions in that they provide different financial entries which correlate to the firm’s investments (Germe et al., 2019). They help the business give emphasis on the most profitable business investments. They help in choosing as well as defining which organizational endeavors needs to be complemented with additional revenue allocation for improved operation and returns as well (Google Incorporation, 2017). These financial and strategic prioritizations impact the decision through the deployment of financial assistance services to the most profitable business activities.  They help in examining which areas of operation need a supplementary budget for improved operations. They help the management to make growth-oriented business decisions. The company seeks to address risks and short versus long-term planning horizons via effective leadership with close monitoring. 
Google Inc. can capitalize on nonfinancial factors by carrying out a persistent business evaluation. Such as practice will allow the firm to identify its areas of strength and weaknesses. Google Inc. should conduct out fundamental market research to identify new business opportunities in the internet industry and deployed necessary resources effective utilization. Google Company, through its sales and marketing department, should access greater market share through advertising their product (Google Incorporation, 2017). Google Inc. can also develop a good brand image and maintain reputation by focusing on offering quality and reliable products to customers. The company should also assess its performance by examining the customer’s reviews attached to its goods and services and take the initiative to improve its operation. Google should also aim at recruiting qualified employees who can meet both the goals of the organization and the needs of customers. It is worth to note that nonfinancial factors are the backbones of every effective and successful business, and hence, every business must pose growing attention. 
Google Company is subject to varied internal risks, which poses a threat to the company’s financial performance.  Google’s essential internal risks of financial performance include liquidity ratios. This refers to the company’s inability to meet both short-term and long term financial obligations due to the lack of adequate capital. Herein the Google Company should ensure proper capital management (Google Incorporation, 2017). Recruiting qualified financing personnel would help in making proper auditing and hence paving the way for improved financial management. Google Company also pays attention to the leverage ratios, which included assessing the company’s internal policies on the usage of debt in addition to the mixed equity and debt in its capitals structure. Another internal risk is profitability ratio, which includes location assessment and marketing effectiveness in the entire business. These aspects in Google company paves the way for internal changes such as training needs, regulatory compliance, and rental and maintenance rates, all which requires adequate financial allotments and persistent supervision to ensure that the best product comes from them (Google Incorporation, 2017).  In addition, rates of return within the company need to be assessed through assessing competitive environment, which can lead to a loss of highly talented employees, management capability, in addition to its internal procedures. Also, the company should pay attention to technological changes in the internet industry and the implications of cybercrime to the company endeavors regarding unauthorized access to the company information.
Projections
Google Inc. has had a positive trend in annual financial reports for the past three years and observed in its financial returns.  Google Company has experienced a steady increase in its financial performance in the past three years, and hence it is my anticipation that Google will record increase revenues due to the increased rate of globalization (Spuchlakova et al., 2017).   Herein, the internet of things has depicted growing demand for Google goods and services such as Web Search and technology and intelligence services. These aspects are mandated to increase a hopeful increase in revenue by approximately 25% in the next financial year. Google’s finance is expected to keep on increasing revenue in the United States and the global market as well, for the next three years (Google Incorporation, 2017). The projected increase in revenue is evident in from the financial performance of which the financial year 2017/2018 had an increase in the operational cost by 30.64%. Further, the gross profit for the three years also showed a rising trend with 2018, recording the highest at $77270000, whereas 2016 reported the lowest value at $55134000 (Google Incorporation, 2017). Assumedly, Google is expected to gain about 7-15% of its average financial performance in the next three years, making Google Inc. to remain a global leader in both internet industries.
The best-case scenario of Google Inc. financial performance is that it will maintain its dominance in the global internet industry by providing highly reputable and reliable goods and services which seek to accomplish both firm’s goals and the needs of customers as well. Herein, both domestic and global markets are likely to contribute up to 15% increase in financial performance in the next three years. However, this change will be noted if the management is focused on expanding the firm’s core operations (New York stock exchange market, 2019). If all operations are well managed, the company stands a chance to make growth revenue up to $140 billion by 2022. The worst-case scenario is likely to occur when the firm is not able to establish and maintain its brand more appropriately in the digitalized world due to the mushrooming global services. The company will be faced with stiff competition and hence recording increasingly reduced returns in the short-run.
In relation to the estimated projection, I believe that the outlined projections are not overly aggressive, but they are very attainable, by Google Inc.’s ambition to grow as well as expand their stipulated performance lines and hence recording improved financial returns. These projections are likely to be modest by serving as the most appropriate and immediate goals which the company can attain in the long-run. By attaining these services, the assumptions mentioned above will possibly stimulate Google’s dominance in the global penetration. Changing these financial projections may lead to reduced commitment in company objectives as a result of easily achievable projections (Amy, 2019).
Business Opportunities
Google Inc.’s has a good and well-performing organizational structure with a good management team (Amy, 2019). The company has been able to maximize the provision of goods and services to its good and reliable customers. The company should show attention to its chief business opportunities for growth and efficiency. Google Inc. is required to embrace the aspect of globalization by providing highly amalgamated services to its customers. It should invent highly reliable advertising Ads platforms to help in hitting the set goal and other future anticipations. The company should focus on increasing the accessibility and availability of its good and services to the end-user. Investment in Digital services will also pave the way for reducing the cost of investment in addition to lowering the cost of operation (Google Incorporation, 2017). The main rationale for adopting this mode of investment is that Google is a world-leading company, and therefore, its goods and services should be digitalized to cope with the demands of the internet edge generations. Investing in globalized ads services depends on powerful search engines and skillful IT personnel. 
Google is likely to experience a wide array of challenges in investing in global ads services because of the outstanding competition and cost of provision. Based on the aforementioned assumption, the estimated cost of investment is digitalized ads services if USD$30 billion, a cost which is likely to shake the firm’s core financial status in the short run. The specific benefit of this investment is that it will create a great pool of customers and a means meeting customer’s demand in the world (Google Incorporation, 2017). Google will benefit from the reduced cost of advertisement to the company since its goods and services in the long run since it will be accurately displayed in the digitalized ads service apps. Google will experience a rapid increase in the number of sales, in the long run, is to increased reliability in core service provision (Winick, 2019). This investment is likely to impact the outlined spreadsheets by making great changes to the consolidated financial performance and help in making changes in business decisions such as laying out a fully effective business plan. 
Investment in digitalized ads service apps shares an implication that Google Inc. should review its operational budget to provide a supplementary budget for the estimated project. Also, supplementary funds are required to meet the unforeseen expenses, which might come as a result of project unfolding. Google’s potential investment will demand improved corporate management, strong business decision, and effective project management team, which will again complement the needs of the entire organization in the competitive internet service industry. There is an implication that Google should carefully focus on the provision of quality services in the industry (New York stock exchange market, 2019). The firm will be required to drop labor-intensive modes of production and cope with capital-intensive modes of operation. The investment will be featured with improved sales in the next year, and hence, a lot of concern must be deployed on how to manage resources and maximize on the outstanding opportunities for efficiency (Germe et al., 2019). Based on this potential investment, the company is likely to opt for increased spending in the short term to subscribe to mass benefits in the long-term. It is with no doubt that the benefits of investing in are very great as opposed to risks.
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Appendix



Cash from Operating Activities.
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Cash from financing activities
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Cash from investing activities.
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Receivable days outstanding
	 
	 
	 
	2018
	2017
	2016
	2015

	Days sales outstanding
	
	136,819
	110,855
	90,272
	74,989

	Accounts receivable
	
	21,193
	18,705
	15,632
	13,459

	Average accounts receivable
	
	39,898
	17168.5
	14545.5
	

	Total credit sales
	 
	 
	0.291612
	0.154873
	0.16113
	 

	Multiply by number of days
	 
	106.4382
	56.52882
	58.81234
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2019	Quick ratio	Current ratio	Cash ratio	3.8870306181398036	3.9190063547082579	3.1525129982668978	2018	Quick ratio	Current ratio	Cash ratio	5.1093330025224333	5.1403051730554479	4.2125046520282785	2017	Quick ratio	Current ratio	Cash ratio	6.2747672475531164	6.2907615182621184	5.1523633325375986	




net revenue	2018	2017	2016	136819	110855	90272	

Net income ($000)
Net income	
2018	2017	2016	30376	12662	19478	



net revenue	2018	2017	2016	136819	110855	90272	

Net income ($000)
Net income	
2018	2017	2016	30376	12662	19478	



2018	
EBIT	Interest	Tax	31392	114	34913	2017	
EBIT	Interest	Tax	28882	109	27193	2016	
EBIT	Interest	Tax	3716	124	24150	
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