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Measuring Sustainability Growth
Sustainability Growth Rate refers to that growth that a company can sustain or experience without having to look for outside additional financing. The company is thus self-financing in this respect and so funds its operations and growth from its own sources. Firms that have SGR that are higher than their actual growth ill most definitely require additional funding. This would be inevitable as the firms would be faced with liquidity stalemate. Cash reserves are rapidly depleted in this case (Hirsch, Manchikanti, 2014).
 Expansion requires extra financing. In the event that the SGR is less than actual growth, the firm may pursue several measures to meet this requirement. This includes increasing sales. Sales generate revenues and it is through increased sales that this is realized. However, this approach must be treaded carefully. First, the company may be operating in a saturated market or simply facing stiff competition that may make this move a nightmare. Increasing sales may mean cutting back on prices and/or increasing production as well as spending more on promotions. There must therefore be careful analysis and consideration in this regard. Alternatively, the firm can go back to the capital markets and float more shares as a source of funding.  This increases the interest of shareholders in the firm (Hirsch, Manchikanti, 2014). In order to maintain a proper capital structure through the debt-equity ratio, there would be need for floating shares to be done in tandem with borrowing. This not only generates more finances for the firm, but would keep the WACC in check. The firm may as well increase its retention ratio. This in essence means funds due to shareholders are retained and so dividend payment is foregone in favor of the expansion.
Shareholders would not be spared either. This is especially true if the shares floated would be in such a way as to increase the number of shareholders in the firm. This in effect would dilute the interest and so the earnings of present shareholders and even the new ones would not enjoy the benefits as a result of their shareholding thereof (Bettis, Mahajan, 1985).
In case the company`s growth is less than the SGR, the company will have to pay more dividends. There would be no financing through equity or debt and so the ratio would be maintained.
CALCULATING SGR
It is calculated as below
SGR= ROE*(1-DPR)
Where;
SGR= Sustainable growth rate,
ROE= Return on equity,
DPR= Dividend pay-out ratio (Bettis, Mahajan, 1985).
Return on equity refers to income a company earns in a given financial year as a percentage of shareholder`s equity employed in its operations. It is in other words a measure of profitability a company generates for using finances that are raised from shareholder`s contributions.
ROE=Net income/shareholder`s equity
Net income is that residual income due to shareholders, that is before dividends to common stockholders are paid, but of course after payments of the same to preferred stockholders.
In calculating the SGR of our company, we shall run the three periods as `13/14, `14/15 and then 15/16 financial years to September of each fiscal year. 
1) SGR for the fiscal year 9/28/2013-9/27/2014
SGR= ROE*(1-DPR)
ROE=39510/111547
=0.354
DPR=11,126/39,510
=0.282
SGR= 0.354*(1-0.282)
=25.41%

2) SGR for the year 9/27/2014-9/26/2015
SGR=ROE*(1-DPR)
ROE=53,394/119,355
0.447
DPR= 11,561/53,394
=0.217
SGR=0.447*(1-0.217)
35%

3) SGR for the year9/26/2015-9/24/2016
ROE=45,687/128,249
=0.356
DPR=12,150/45,687
=0.266
SGR=0.356*(1-0.266)
26.13%
Since we are measuring the company`s SGR in relation to its growth, there is need to calculate this growth therefore. Growth can be calculated using various parameters in each financial year. This includes, but not limited to, assets, revenue and dividend. Whatever the measure, the trend is the same and its comparison to the SGR in each year is common. Growth in this case was calculated using the Net income parameter. But since the growth in the second year equals the SGR in this respect, we shall use the assets metric in our analysis which gives us a growth of 19.57%.
	PERIOD
	S/EQUITY
	NET INCOME
	DIVIDEND
	SGR (%)
	GROWTH

	13/14
	11,547
	39,510
	11,126
	25.41
	6

	14/15
	119,355
	53,394
	11,561
	35
	35

	15/16
	128,249
	45,687
	12,150
	26.13
	16



Apple Inc. had its actual growth at percentages less than the SGR for two years except for the period of 14/15. This means the company is not utilizing its full potential. This is a n underperformance. Like explained, when this is the case, shareholders would have to be compensated more through increased pay as dividends. This is analyzed as what happened in comparing the dividends for the three fiscal years. Dividends are seen to be growing through the years, although the growth is marginal. This may be due to company policy in so far as dividends pay out are concerned. This may as well due to the retention policy. Whichever the reason, shareholders are not getting what they deserve. There is no need for retaining much when there is no expansion or growth that can absorb this retention.
The period of 13/14 saw the SGR equal the actual growth. This is break-even point and so the company can exercise the discretion of financial outsourcing or not. Apple`s strategy in this respect was to source for external funds. This can be seen with the increase in common stock from $23,133 in 2013 to $31,251 in 2016 with the increase being steady throughout the period. Since debt-equity ratio is something that should be checked in additional funding, it is inevitable to increase equity without debt as well. Apple`s debt almost doubled from $28,987 in the `13/14 financial year to$ 53,463,to meet the growth leap it experienced from 6% that increased almost six fold to 35% to the period under review.
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