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[bookmark: _Toc528427639]Task 1: Financial Analysis of Uniliver Group
[bookmark: _Toc528427640]Introduction to Uniliver and Competitors 

[image: ]Uniliver was established in the year 1930. It is headquartered in Rotterdam in Netherlands.   It has the biggest global presence with its product portfolio being categorized as personal care, foods, home care and refreshments. Consumers of Uniliver products have improved their lives crossways 190 countries internationally and it continues to expand its operations. Uniliver is operating in over 100 countries. It has acquired several brands in the recent past. This has led to increased business diversification and performance improvement. Uniliver has over 400 brands of which 13 are attributed to sales of over 1B. The performance culture of Uniliver uses a 4G growth model. This shows consistence, profitability, responsible growth as well as competitiveness. Uniliver thrives stiff competition internationally and global with the FMCG industry. However, Uniliver has maintained accelerating growth, declining footprints and environment effect integrated into commercial goal making it an industry leader. The main international competitors of Uniliver are as discussed in the following sub-headings: 
[image: ]	P&G is an American MNC dealing in consumer goods. It is headquartered in downtown, Cincinnati, Ohio. The company was established in the year 1837 by Procter, British American and Gamble, Irish American. P&G specializes in a broad array of personal health or consumer health, hygiene and personal care products. The P&G products remain organized into various segment like grooming, beauty, healthcare, and fabric care, and baby, feminine and family care. 
[image: ]	It is an American MNC dealing in personal care and mostly produces paper-oriented consumer products. The brands for the company are tissue paper, hygiene products, toilet paper, utility wipes, scientific cleaning wipes, baby wipes and diapers. It was established in the year 1872 in Neenah, Wisconsin. It has since been based in Irving, Texas from 1985. 
[image: ] It is an American MNC that manufactures food and headquartered in Battle Creek, Michigan, US.  Kellogg Company brane name is Kellogg’s. It produces convenience food and cereal. These include crackers, toaster pastries, and cookies. The company undertakes the marketing of its products by array of well-known brands. The brands are corn flakes, Cheez-it and Keebler. The company’s mission statement remains focuses on nourishing families to enable them flourish and thrive.  It manufactures its products in eighteen countries and markets them in more than 180 countries. Its biggest factory is found in Trafford Park, Trafford in Greater Manchester, UK. This is where its European headquarter is situated. 
[image: ]General Mills, Inc. is American MNC which manufactures and markets branded consumer food foods and sold via retail stores. The Company’s headquarter is situated in Golden Valley, Minnesota, Minneapolis’ suburb. The firm markets various popular North American brands. These brands are Betty Croker, Old El Paso, Lucky Charms, Yoplait, Totino’s and many others. The company’s portfolio is over 89 other top United States brands and several classification leaders globally. 
[bookmark: _Toc528427641]Importance of Ratio Analysis: 
	Ratio analysis remains a significant technique or tool when analyzing the financial performance of the comp company (Weygandt, Kimmel & Kieso, 2015). It is attributable various significant advantages. 
[bookmark: _Toc528427642]Analysis of Financial Statements: 
It is helpful in analyzing the financial statements. Ration analysis remains a significant tool of analyzing financial statements. Accounting ration stay valuable when understanding the company’s financial position. The different consumers of financial statement information like investors, bankers, management and creditors apply this ration when analyzing the company’s financial position for the purposes of decision making.
[bookmark: _Toc528427643]Efficiency Judgment: 
Accounting ratios derive from ratio analysis remain key in judging the efficiency of the company based on its management and operations. Such ratios are helpful to judge how well a firm has managed to use its assets to earn profits. 
[bookmark: _Toc528427644]Weakness Identification: 
Accounting ratios can as well be employed to acknowledge the weakness of operations in the company despite having a quite good general performance. Management can subsequently pay much attention to the identified weaknesses and execute remedial actions to override these weaknesses. 
[bookmark: _Toc528427645]Plan Formulation: 
Even though accounting ratios are utilized in analyzing the past financial performance of a company, these ratios are also useful in establishing future company trends of its financial performance. As a consequent, the ratio analysis is helpful in the formulation of the future plans of the Company. 
[bookmark: _Toc528427646]Performance Comparison: 
It is imperative for a firm to have knowledge of how well it is performing over a period and as contrasted or compared to other rivals in the sector of identical nature. Moreover, it is essential to have knowledge on how the company’s diverse divisions are performing individually in different periods. Therefore, analysis of the company ratios are enablers of such comparisons. 
[bookmark: _Toc528427647]Versatility and Usefulness: 
The analysis of ratios remain a crucial tool for quantitative analysis. Among the utmost significant functions of ratio lies in their respective capacity to serve as indicators of lagging in the identification of both negative and positive financial trends. The information provided by trend analysis enables the company to develop and implement ongoing financial company plans and, where essential, make effective course corrections to short-run financial plans. Analysis of ratios further provided means of comparing the financial position of the company verses other competitors within the sector or even between one’s company and companies in different sectors. The sheer numbers of existing financial ratios make it increasingly significant to study and select ratios most applicable to the company. 
[bookmark: _Toc528427648]Common Size Comparison Ratios: 
The common size ratios of the balance sheet remain imperative for comparing the liabilities and assets. Such financial ratios are emphasizing the computation of every asset on the balance sheet as a proportion of the total assets and every liability as a proportion of total liabilities in addition to the equity of the owner. Computing and comparing these common size ratios by a firm for a corresponding periods of reporting in two years in a row assists in the identification of desired trends as declining cash and rising accounts receivable balances. Goals of financial planning will subsequently comprise of strengthening the collection policy of accounts receivable as well as tightening the guidelines of credit-granting. 
[bookmark: _Toc528427649]Cash and Liquidity: 
Ratios of liquidity and cash assist in the determination of whether a company is able to afford its investment in capital assets or even in long-term growth of the business. A working and current capital ratio are both valuable in the assessment of whether the firm has adequate liquidity to make payment for its day-to-day operations alongside meeting its short-run expenses on debt. For example, a current ratio of a firm makes a comparison between current assets and current liabilities. Therefore, a ratio 3:1 demonstrates that the firm is adequately liquid. At this juncture, the company can commence the incorporation of capital or even market investment into its financial plan. 
[bookmark: _Toc528427650]Efficiency and Turnover: 
The turnover and operating expenses ratios stay important for assisting the company in assessing how efficiently its business is using assets as well as managing its liabilities. The firm uses its operating expenses ratio to compare its operating expenses like purchase of inventors, rent, and advertising to the revenue from sales.  Whereas a low ratio denotes a business that is successfully managing its expenses, a high ratio represents the need to course-correct ongoing financial plans. The turnover ratio characteristically calls for an in-depth examination, with both exceptionally low and high ratios denoting a need for urgent concern. For instance, a high turnover on inventory ratio shows a need for a company to review its budget for inventory since the company might be losing sale as a consequent of repeated stock-outs.       
[bookmark: _Toc528427651]Financial Analysis of Uniliver and Competitors 
[bookmark: _Toc528427652]Gross Profit Margin Ratio: 
Description: 
GPMR is the financial measure used to assess the company’s financial health and its business model by revealing the money balance from revenue after one has accounted for cost of sales. It is computed by dividing the GP by revenue. 
Formulae:
Gross Profit Margin Ratio= (Revenue-COGs)/Revenue
Graphical Representation 

Interpretation 
	Firms desire a higher GPMR. Examining the results of the analysis, it can be seen that Uniliver is doing better relative to the other rivals in the industry. This is because when comparing the years 2015 and 2016, there was an increase in the value of the GPMR. This indicates that the Uniliver was more profitable in the year 2016 than in 2015. 

[bookmark: _Toc528427653]Operating Profit Margin Ratio 
Description
	OPMR is a measure of profitability which helps the firm to assess how much a dollar of revenue will remain in the firm once it has subtracted the operating expenses and the cost of sales.  
Formulae
Operating Profit Margin Ratio= (Operating Profit/Total Revenue/Net Sales) X 100

Graphical Representation 



Interpretation 
	The analysis clearly demonstrates that a higher OPMR is desirable and indicates a higher profitability. From the analysis above, it is apparent that there was an increase in this ratio across the five rivals firms between years 2015 and 2016. With specific respect to Uniliver, the firm made 0.0987 dollars in operating earnings for each dollar it spent in year 2015 as opposed to 0.105 dollars in operating earnings per dollar it consumed in year 2016. The decision is that Uniliver was more profitable in than year 2016 as opposed to year 2015. 

[bookmark: _Toc528427654]ROCE: 
Description
	ROCE describes a financial ratio calculated by the company to measure its profitability and efficiency with its capital employed. It is, therefore, an important profitability measure that helps in comparing the profitability of the company across the industry based on the capital each company employs in its operation. ROCE enables the company to compare its performance in capital-oriented industries since it takes into consideration additional debt and liabilities. ROCE, therefore, avails an advanced financial indicator for the company with significant debt. 
Formulae
ROCE= (Net Profit before Interest and Tax/Capital Employed) X 100
Graphical Representation 


Interpretation 
	Companies have preferences for both stable and increasing ROCE. This is because such a ROCE has the capability of volatility and bouncing around throughout there years. The calculation of ROCE in this analysis clearly shows that Uniliver enjoys both stable as well as an increasing ROCE (Minnis & Sutherland, 2017). Therefore, Uniliver remains more profitable in 2016 than 2015 as compared the other four rivals companies. However, it should be noted that all the other four companies that Uniliver is competing with have rising and stable ROCE between 2015 and 2016.  
[bookmark: _Toc528427655]INTEREST COVER RATIO
Description
	The ICR is employed when determining how easily a firm is able to pay its interest expenses on its outstanding debt. It gives a measure of the number of times over the firm might successfully pay it outstanding debt through its earnings. It is imagined as the margin of safety for the creditors of the company in case the firm is trapped in the financial problem in its operations. The lower the ratio, the more a firm is burdened by expenses of debt. Where the firm ICR is merely 1.50 or under, the ability of such firm to meet its expenses from interest is doubtful. The ability of a firm to service its respective debts remains a key element when establishing the solvency of the firm and it remains imperative value for both prospective investors and the shareholders. This is because the company prospective investors wish to be guaranteed that the firm they consider investing in is able to pay its bills and even the expense from interests. Such investors do want desire the growth of the company to be impeded by such types of financial problem. 
On the other hand, the creditors are worried about the ability of the firm to pay its interests. In case a firm is battling to pay its interest expenses, it makes no sense for a prospective credit to give further credit (Grant, 2016). Thus, the ICR sometimes assist analysts to know more details about the ability of a company to service its debt, however, scrutinizing ICR over a period will avail a precise image of whether the debt of the firm is becoming a burden on its financial positon or not. A decreasing ICR makes investors to get worried because it is an indication of a firm being unable to meet its debt payment in the coming years. Nevertheless, it remains challenging to predict the long-term financial health accurately with ICR. 

Formulae
Interest Coverage Ratio= (Earnings before Interest and Taxes EBIT/ Interest Expenses 
Graphical Representation 


Interpretation 
	A declining ICR is a worry for investors, creditors and shareholders. This is because it shows the inability of the firm to meet its obligations in the future. However, as seen in the above graphical representation of ICR, the five companies all have arising ICR. This means that they will be able to pay their interest expenses.  However, the ICR for all the firms are lying below 1.5 which means that they are all burdened with debt payment. 
[bookmark: _Toc528427656]GEARING RATIO
Description
	Gearing is a classification that shows comparison of some equity forms of the owner to the fund borrowed. It gives a measure of a firm’s leverage while the gearing ratio is an evaluation of the firm’s financial fitness. Gearing ratio represents the current equity value that could be required for unpaid debt due (Feng et al., 2014).  
	
Formulae
GR= Interest Bearing Debt/ (Share Capital + Retained Earnings + Interest Bearing Debt)

Graphical Representation 


Interpretation
Every firm determines its optimal gearing ratio in comparison to its competitors in the same industry. A gearing ratio higher than 50% is considered highly leveraged or geared. Therefore, a company shall be at increased financial risks because lower profits with higher rates of interest make the firm highly probable to default on its loan payment thus insolvency (Easton & Sommers, 2018). A gearing ratio below 25% is typically considered a low-risk by creditors and investors. A gearing ratio between 25% and 50% is normal and optimal for an already established company. As seen in the analysis and graphical representation, Uniliver’s 2015 and 2016 GRs lie below 25%. This implies that Uniliver is a low-risk company when examined by investors and creditors. 

[bookmark: _Toc528427657]Conclusion 
	Hinged on the inferences, Uniliver has to enhance its OPMR, GMPR, and ROCE ratio to help the company appeal and win back its stakeholders. The firm can accomplish this through the product diversification because the current products are also being manufactured by its rivals within same industry and market. The competitors manufacture the same products produced by Uniliver at considerable amount and sell at competitive prices within the local and global markets. Their prices are relatively lower as compared to those of Uniliver and this is a threat to the firm. 
Uniliver, therefore, must employ other tactics that attempts to curtail such threats. This should be done by having the company adopting such measures that enhance the company’s profitability. The company must be aware that its clients remain extremely conscious of the products they are buying from competitors and hence it should address this concern by focusing on the eco-friendly products to create a competitive edge. Uniliver can also thrive the global competition by adopting measures that can match the rivals’ products like being innovative-product manufacturer as consumer seem to have great taste and preference for such products. On the other hand, the competitors of Uniliver needs to remain aware of the weaknesses of the firm and maximize on such weaknesses to counter the influence of Uniliver lest they will be outstripped.   
[bookmark: _Toc528427658]References 
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[bookmark: _Toc528427659]Task 2: Budgetary Techniques:
[bookmark: _Toc528427660]Introduction: 
Budget creation is never merely an activity which the Chief Financial Officer (CFO) provides to the company managers to give busy work to the people already extremely busy. A budget remains a detailed financial plan for accomplishing the operational and financial organizational goals. A correct use of budget remains the map of the strategic plan of the company. In the creation of a budget by a large organization, the firm is in essence, developing its goals and objectives to acquire and utilize its resource. A budget once drawn becomes increasingly useful benchmark for determining how well the moves and actions assumed by management are guaranteeing the attainment of the objectives. 
 A range of benefits are attributable to budgeting. The activities coordination in the organization between departments are all formalized by budgeting as it aligns such activities to the wider image-the strategic plan of the company. Budgeting avails the assignment of decision-making roles and improves the responsibility of management. The presence of a solid and sound budget ensure that all makers of decisions work towards the shared goal. Moreover, the budget enhances the evaluation of performance-availing a shared base for deliberating on how well the management met their objectives and goals and giving a talking point regarding why real outcomes deviated from the initial budget. 
A budget encourages each area within the organization to be increasingly efficient thus rolling up to a greater efficiency business-wide. Budgets allow for the control of cost as mangers use it to compare the real expense and to the forecasted expenses and in this process controlling the costs. In absence of budgets, the firm cannot know whether it has made loses to sales or even when the expenses becomes out of control till it is really too late. In this regard, budget exerts control on the performance management as well as cost control. 
A budget can either have a control or planning choices. In this respect, planning and forecasting assists the present-day corporations to manage their business alongside economic volatility. This is because, from the perspective of planning, a budget remains a glue which makes separate parts of the firm fit together. This makes the budget a harmonizing tool for the strategy of the business with its management, personnel, organizational structure as well as the desired task to be executed for strategy implementation. A well-done budget translates into strategic plan for the firm and its programs for implementation into the period-based operational guides to the activities of the company.  
A budget can also assume a control-side. In this regard, large corporations with complex planning system employ budgets mainly for controls. This include the coordination of dispersed unites of the business and in the later period, to evaluate the performance of those units. The creation of an effective budget actually remains a challenging tasks. It calls for more than a crunching numbers and throwing aimlessly out to the organization team. Partaking budgeting procedure or process remains a significant share of the management communication process of the workers. It culminates in group acceptance of goals that have been budgeted. Budgets have to be viewed as being reasonable and fair by workforce whose performance shall be compared to such goals. 
The creation process of a budget with the team remains a lucrative opportunity for hearing the opinions as well as ideas of the team and to effectively share the vision of the organization with the team. An engaged-team is required since it enables the organization to get their respective buy-in, and it shall culminate in greater success for the firm. 
[bookmark: _Toc528427661]Budgetary Techniques in a Large Organization
	There are 4 major types of budgeting techniques available for large corporations. These techniques include incremental budgeting, value proposition, activity based as well as zero-based budgets. Each of these techniques have merits and criticisms. 
[bookmark: _Toc528427662]	Incremental Budgeting: 
This technique takes the previous year’s real figures and subsequently adds/subtracts a % to get the budget of the present year (de Campos & Rodrigues, 2016). 
[bookmark: _Toc528427663]Activity-based budgeting (ABB):
Activity-based budgeting (ABB) assumes a top-down budgeting strategy which establishes the input amounts needed to support the outputs or targets the company has set (de Campos & Rodrigues, 2016). 
[bookmark: _Toc528427664]Value Proposition Budgeting 
Value proposition budgeting remains a mindset regarding ensuring everything which is entailed in a budget delivers the desired value for a business. It aims at budgeting avoiding unnecessary expenses, however, it is never as clearly aimed at that objective as zero-based technique. 
[bookmark: _Toc528427665]Zero-Based Budgeting 
Zero-based budgeting begins with the budgeter assuming that each department budget at zero mark and has to rebuild from the scratch (de Campos & Rodrigues, 2016). 
[bookmark: _Toc528427666]Other techniques: 
Other techniques include imposed budgeting, negotiated budgeted, and participatory budgeting, all of which categorized based on level of involvement in the process of budgeting. Imposed budgeting 
Imposed budgeting remains a top-down procedure whereby the executives follow the goals set by them on behalf of the company with managers following goals and subsequently impose targets of budgets for costs and activities (de Campos & Rodrigues, 2016). 
Negotiated budgeting 
Negotiated budgeting combines both bottom-up and top-down techniques. The executive might outline certain targets to be accomplished, however, they will simultaneously have a common responsibility for preparation of budget between employees and managers. Participatory budgeting 
Participatory budgeting technique describes a roll-up strategy in which workers work from bottom-up and subsequently suggest targets to their executives. Executive might give certain input, however, they will more/less take suggestions provided by departmental managers alongside other workers.  
[bookmark: _Toc528427667]Need to Continue Budgeting:
Companies need to continue to practice budgeting as they examine “operational performance” within the units and divisions. This is important since, in so doing, the company will be able identify the weaknesses and strengths in the budgets and effect the correct course of action. This will enable a continuous planning and control and in the process help the firm avoid unnecessary expenditures.
[bookmark: _Toc528427668]Budgeting Criticisms 
Budgeting attracts various criticisms. The CFO remains under immense pressure of improved budgetary control since the present-day budgets are utilized for planning and evaluating performance of actual business (Segun & Olamide, 2015). Budgets, true enough, have the capacity to tell stakeholders various things since they are able to tie different business organization parts together. Though this budgeting practice has been ongoing for an extended time, and various attempts have been done to try to enhance budgets, budgeting is still facing a number of constraints by criticisms: The three common criticisms of present-day practice include reduced budget value, centralized decision making imposition and tendency of making individual feel undervalued. 
In respect of tendency of making individual undervalued; because of the ability of the budget to impose vertical control and control nature of budget, they are criticized for reinforcing departmental obstacles rather than battling to eliminate these barriers. In this regard, budgeting has a tendency of losing its emphasis in the creating value within the firm which significant bars workers from making best feasible decision. Departments that fail to get a budget they believe they deserve will subsequently feel undervalued which brings dire consequences in respect of their performance. 
In terms of decreased value of budget, budgeting preparation consume a lot of time which is never profitable for organizations. Many budgets, most importantly, stay updated solely per year thus assumption arising from such budgets are in essence obsolete. Conventional budgeting is criticized for inability to forecast various uncertainties in a diverse as well quick speed surrounding. Furthermore, if individual engaged in budgeting process lack standards for prediction or forecasting, the resulting budget will definitely fall short of being applied as a sensible performance standard upon which the firm preparers can be held accountable. This regard makes budgeting to have no value at all. 
In respect to imposing of centralized decision-making, effective budgetary control will imply imposing a center-oriented control and command. This will usually imply increased emphasis on reductions of costs instead of creating value. Even though this does not mean to its bad to reduce costs, such a focus might occasionally impede the strategic goals’ achievement. This is due to the tendency to limit the ability of being increasingly agile that promote change hence preventing desired changes. Moreover, a budget is able to focus solely on financial performance with extremely low level of emphasis on other critical non-financial organizational goals. 
[bookmark: _Toc528427669]Need for Flexible Budgeting 
Organizations need not to follow conventional techniques of budgeting and this calls for a need for them to stay adaptable to adhere to “flexible budgeting” or fix their organizational behaviors via “operating budgets”. Traditional budgeting do not account for economic uncertainties and this hamper the ability of the firm to achieve the gross revenue mark. The decision-making and public presentation of a firm is thus dependent on the economic system uncertainties that makes the gross revenue and net income to alter (Vesty & Brooks, 2017). 
As a result of economic uncertainties, traditional budgeting techniques are rendered ineffective thereby necessitating the need for flexible approach to budgeting. This is because traditional budgeting disregards economic ambiance changes in the organization and hence ineffective to allocate costs as these costs are changing and need to be factored in as the firm is operating. This is because movements of economic systems through recession or increasing prices has a consequences on the budget. 
Thus, conventional budget is comprised of only one or additional past information about the company to achieve strategic map and is based on one year period and hence silence on economic system changes. This makes the budget to be fixed and cannot be changed to answer to the changes despite the occurring of unanticipated events. Thus, using a historical information on budgets makes it inaccurate and misleading to the organization leading to wrong decisions. 
Continued reliance on traditional budgets’ information leads to unrealistic image of business performance since it is based on outdated information. A continuous operation budgeting is desirable because it always reviews the effects of uncertainties and factor them as the firm continue with its operations. The firm will be able integrated what they need to do achieve the goals from time to time using the up to date information. Flexible budget gives up to date forecast per month or in every three months as well as re-evaluates the firms’ position. This allows the organization to know the possibilities of achieving the goals, gauge what has been achieved and what direction or cause of action is required to achieve the unaccomplished goals. This makes the organization to plan well and re-allocate the resources to achieve the planned aims. 
Flexible budgeting allow the firm to thrive the challenging uncertainties as they are able to re-adjust and search for better ways of achieving the goal set in the budget as they remain flexible to respond to these uncertainties. Flexible budget allows the firm to rapidly respond to chnaging economic uncertainties. Flexible budgeting thus forestalls the limited nature of budgetary controls by allowing the firm to undertake re-appraisal of its strategies and correctly re-allocate resources to accomplish strategic organizational goals.                      
[bookmark: _Toc528427670]	Examples of Success and Failed Companies 
Various companies have succeeded while other have failed to perform and subsequently deliver outcomes even with strong budgeting culture. 
For example, 3G has succeeded by transforming rapidly the consumer industry. It achieved this by using zero-based budgeting technique. Through this, the 3G has slashed costs, cut jobs and raised profit margins. The firm has succeeded in this industry buffeted by slower growth as well as altering habits of the consumer. This has made investors to cheer 3G’s austere management discipline which included its strategy of zero-based budgeting. This has made its competitors to recoil at what they perceive as the best model that eventually destroys their businesses via investment starvation.  
Uniliver, for example, has failed before in its budgeting and this is why it was almost being taken over by Kraft Heinz. The company failed due to being under intense pressure to increase profits because the private equity firm, 3G and alongside US Kraft Heinz shelved their attempts to buy Uniliver and the takeover would have done serious harm. Uniliver used traditional budgets instead of flexible budget and hence, relied on historical outdated information to make its decisions. This made it ineffective to come up with better strategies since it was using outdated information which definitely led to poor and misleading decisions made.  
[bookmark: _Toc528427671]Comprehensive Budgeting Techniques:
	A comprehensive budget is that which covers all elements of financial life and inclusive of a forecast of recurring expenses and incomes alongside non-recurring spending (Marshall, 2016). A comprehensive budgeting can be illustrated as follows: 
[image: ]
The above diagram indicates that a comprehensive budget compiles an operating budget for the short-term goals that involve items recurring as well as capital budget for a long-run goal comprising of non-recurring items (de Campos & Rodrigues, 2016). A comprehensive business budgeting/profit planning/master budgeting remains an important technique in tool box of management accounting. A comprehensive budgeting is important since it helps in obtaining a measure of the influence of interconnected decisions on the net income, cash flow and financial position. 
A comprehensive budgeting is also important because it allows the recognition or enhancement of organizational structure and increased focus on long-term objectives setting. Also, it leads to increased motivation to accomplish objectives and also for explicit acknowledgement of critical decision relationships. It also leads to better coordination of activities by managers and also improved performance of profit. A comprehensive budget also leads to better evaluation of performance. 
Amongst the accounting tools of management, comprehensive budgeting remains the most powerful as well as useful tool in decision making. Indeed, no other tool or technique remains as comprehensive in its scope and indirectly and directly touches all decisions reached in the business. A comprehensive budgeting thus brings into the process of planning a logical as well as orderly procedure to making decision. 
[bookmark: _Toc528427672]Revenue Budgets
	These are projections of the sales revenues alongside spending of the company together with the capital-associated spending (El Haddad, 2015). It remains necessary that one determined whether the company owns adequate financial mechanism for executing operations, grow its business, and eventually realize a profit. The future of the company might remain uncertain in absence of planning since it will be foolhardy to know the much being invested or spent. Revenue budgets therefore guarantees efficient allocation of resources, and hence help save not only money, but also efforts.  
	Revenue budgets allows the organization to project the amount to be earned from the sale of their commodities. Plans are reflections of current state of the firm and hence helpful in analyzing each element of a firm with an inclusion of revenue. Sale revenue budget’s construction is straightforward and comprises of the expected number of units to be sold alongside the expected quantity of customers to by the commodities. It is further comprised of the expected price to be charged for the commodities.     
[bookmark: _Toc528427673]Activity-based budgeting (ABB) 
	ABB assumes a top-down approach to budget and determines the inputs quantity needed to support the outputs or targets the company has set. For instance, a frim can set an output target of 100 million dollars in its revenue projection (Cole, 2019). The firm shall then require first determination of desired activities to execute to accomplish such sales target, and subsequently establish the cost to undertake such activities. The diagram below illustrate the process involved in ABB: 
[image: ]
[bookmark: _Toc528427674]Zero-based Budgeting (ZBB)
[bookmark: _Toc528427675]	It is one of the commonly utilized budgeting techniques. ZBB begins by assuming that each department budgets is zero and has to rebuild right from scratch. The managers have to have the ability of justifying each single expenditure (Nnoli, Adeyemi & Onuora, 2016). No spending is “Okayed” automatically. ZBB is extremely stringent/tight, purposing to evade any and each spending which is never absolutely regarded necessary to the successful or profitable operation of the firm. This type of bottom-up budgeting might be an extremely effective mechanisms of shaking things up. The ZBB approach remains an effective tool in case of urgency to contain costs. For instance, in a scenario where the company is under a financial restructuring or even in a major market or economic downturn requiring such a firm to cut down its budget suddenly. ZBB remains appropriately to address the discretionary costs instead of important operating costs. Nevertheless, ZBB might be highly time-consuming technique, thus several firms solely employ ZBB occasionally. 
[bookmark: _Toc528427676]Capital Budgeting
[bookmark: _Toc528427677]	It is the process by which an organization determined as well as evaluates large investment or expenditure potential (Almazan, Chen & Titman, 2017). Usually, the assessment of lifetime cash outflow and cash inflow of prospective project is undertaken in determining whether the potential returns produced are commensurate with the benchmark of the target, also known as appraisal of investment. Examples of such prospective projects might include acquisition, purchase of land and building, deploying smart technologies, developing sustainable facilities, investment in R&D, and green practices.     
[bookmark: _Toc528427678]	There are various techniques used in capital budgeting that help a firm to be confident in the above listed examples of expenditures. These include conventional methods or the non-discount techniques (Payback period (PP), and accounting rate of return ARR) alongside the discounted cash flow approaches like Net Present Value (NPV), internal rate of return (IRR) and Profitability Index. 
[bookmark: _Toc528427679]Payback Period: It describes that period whereby the project shall produce cash that recovers the original investment executed. It primarily focuses on economic life of a project, investment made and cash inflows and stays silent on time value of money. Selection of project using PP is done on the basis of project earning capacity (Hayat et al., 2017). It used simple computation to reject or accept project based on outcomes that gauge the associated risks of a project proposal.  Nevertheless, it is hinged on thumb rule, and hence disregards the significance of time value of money and, therefore, the relevant profitability dimension. 
[bookmark: _Toc528427680]The formulae; PP= Cash outlay (investment)/ annual cash inflow
[image: ]
[bookmark: _Toc528427681]Based on the above project A and B examples, PP for project is shorter than that of project A, however, project A gives higher returns. Therefore, A is superior than B, (business is confident) 
[bookmark: _Toc528427682]Beyond budgeting (BB) 
	BB implies above control-and-command toward a management model which is adaptive and empowered (Schmitz, 2018). It is all about thinking how organization is managed in the post-industrial globe with innovative models of management denoting the solely sustainable competitive edge. The benefits attributable to BB include faster response, innovative strategies, lower costs, and more loyal clients and customers.  
[bookmark: _Toc528427683]Role of Technology in Budgeting, Planning and Forecasting
	Technology avails real-time insights in increased direct communication forms for decision-makers to eliminate guesswork and highlight essential information. Use of technological tools alongside process help automate great deal of mundane, low-value tasks alongside freeing up FP and A teams to give foresights and insights to allow organization and stakeholders grow (Suomalainen, Kuusela & Tihinen, 2015). Technology help CFOs and managers to build in systems which sync automatically with general ledger which assist in keeping accurate data to the minute to eliminate potential errors. CFOs use technology to effectively monitor and report budget and real time forecast thus creating reports capable of comparing historical information, enhance dashboard and produce scenarios of “what-if”. BP&F software helps in consolidation and centralization of financial information hence easier for more accurate budget generation and analysis of “what-if” scenarios. 
[bookmark: _Toc513903685][bookmark: _Toc513908456][bookmark: _Toc528427684]Conclusion 
In my view, budgeting as an activity is never going away. However, flexible budgeting should be preferred over traditional fixed budgeting.  Technology should be used in budgeting instead of outdated excel spreadsheets. Technology will help automate a great deal of mundane, low-value tasks and free up FP&A teams to give required insights and foresight to correctly permit the organization partners and organization itself to expand. 
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[bookmark: _Toc528427686]Task 3: Performance Measurement Techniques

[bookmark: _Toc513903688][bookmark: _Toc513908460][bookmark: _Toc528427687]Introduction 
[bookmark: _Toc528427688]Budgeting influence performance management aspect. Performance is a must for each economic entity. Budgets has the ability is to assist boost the performance of an organization. Budget is a valuable tool that support the performance improvement through its ability to project activities, to manage business resources, as well as to implemented desired control. Budget assist the business to achieve its objectives and goals and is valuable in managing business and resources, employee and leadership motivation, enhance individual performance and permit effective control implementation. This assist the management take desired decisions and suitable measures to improve activities. Thus, budget is useful tool since it contributes to superior performance management.  
[bookmark: _Toc528427689]Benchmarking – 
[bookmark: _Toc528427690]Academic Definition: 
	It refers to the creation of targets and comparators through collection of data which permits comparable levels of performance to be recognized (Cull et al., 2014). 
[bookmark: _Toc528427691]Types: 
The types of benchmarking are internal, functional, competitive and strategic. 
Functional benchmarking: 
This entails comparison of a firm with a similar function such as selling, dispatch or handling in another organization which is not a direct competitor. 
Competitive benchmarking:
 This is whereby the organization utilizes the most successful competitor as its benchmark by observing the performance of the rival frim. For example, observing the speed with which its benchmark firm process customer orders. 
Strategic Benchmarking: 
This is where the companies in the industry agree and participate in a collaborative benchmarking process with an independent third party leading the process. 
Internal Benchmarking: 
[bookmark: _Toc513903689][bookmark: _Toc513908461]The firm uses other units or departments within the firm itself as important benchmarks, especially for a large firm with identical sub-divisions (regional segments).
[bookmark: _Toc528427692]Balance Scorecards (BSC)
	It is a non-financial measure use to appraise the performance of the business as an advanced performance measurement tool. BSC assist the firm to plan and permits target-setting linked to appropriate performance objectives and measures by managers (Akkermans & Van Oorschot, 2018). BSC has such four perspectives as financial, internal efficiency, learning and growth and customer.  
[bookmark: _Toc513903690][bookmark: _Toc513908462][image: ]
[bookmark: _Toc528427693]Financial: 
It focuses on satisfying shareholder’s value. It is measured by return on shareholder funds and ROCE and 
[bookmark: _Toc528427694]Internal efficiency: 
Measures firm’s output hinged on technical excellence and customer needs and indicated by quality and unit costs. 
[bookmark: _Toc528427695]Learning and growth: 
It stresses on endless enhancement need for the present commodities and techniques and development of novel ones to meet altering customer’s needs. It measured by revenue % attributable to new commodities.
[bookmark: _Toc528427696] Customer: 
Measures firm’s view on eye of customer by customer’s satisfaction and indicators are loyalty and satisfaction of customers with timeliness. 
[bookmark: _Toc528427697]Product Life Cycle costing (PLCC) 
[bookmark: _Toc513903691][bookmark: _Toc513908463]	It is both production and procurement costing tool that takes into account each life cycle cost. It is used in procurement to determine the least cost of owning a fixed asset including purchase price, installation cost, operation cost, maintenance cost, upgrading cost and additional costs in the course of economic life of an asset. It help track and gather actual revenues and costs attachable to costs object from the point it is invented to disposal (Gmelin & Seuring, 2014). It traces revenues and cots on a given product by product base over many calendar years.  Useful in making such decisions on acquiring, maintaining, refurbishing or disposing to be executed in respect to complete cost implication. It is a mechanism to estimate all costs pertinent to procurement, operation, maintenance and eventually disposal of a product in its entire life.
[bookmark: _Toc528427698]Target Costing (TC) 
[bookmark: _Toc513903692][bookmark: _Toc513908464]	It is a method of determining the life-cycle cost of a product that need to be adequate to create a particular quality and functionality, and concurrently guaranteeing its anticipated profit. TC entails target cost setting through the subtraction of optimal profit margin from the market competitive price (Cooper, 2017). TC is the max value of cost which is capable of being incurred on a given product, nevertheless the business may still be earning desired profit margin from a commodity at a given price (selling). TC is decomposed from level of product to constituent level thus spreading competitive pressure facing a firm to suppliers and designers of a commodity.   
[bookmark: _Toc528427699]Throughput accounting (TA) 
[bookmark: _Toc513903693][bookmark: _Toc513908465]	It is based on principle and a simplified approach of management accounting which offer managers support information for decision making to known improvement in profitability levels (Hilmola & Gupta, 2015). It is comparatively novel approach and recognizes variables constraining a firm from hitting its goals. It stress subsequently on simple measures driving behavior in critical areas towards goal achievement. It is neither costing nor cost accounting since it remains cash-oriented and never allocates each cost to services and products provided or sold by a business. 
[bookmark: _Toc528427700]Value Chain Analysis (VCA) 
[bookmark: _Toc513903694][bookmark: _Toc513908466]	It is a process by which an enterprise acknowledges its support and primary activities which are valued-addition to its eventual product and subsequently scrutinize such activities to cut cost or surge differentiations (Jaligot et al., 2016). This approach analyzes firm activities internally with the main aim of recognizing the specific most valuable activities to the business and those that might be enhanced to create a competitive edge. 
[bookmark: _Toc528427701]Conclusion
		Budgeting influence performance management aspect since there is a direct linkage between budgeting and ability to improve performance. Various techniques for performance measure have been presented in this section including VCA, TA, TC, PLCC, benchmarking and BSC. 
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[bookmark: _Toc528427703]Task 4: Key Considerations on Financial Proposal for Significant Expenditure
[bookmark: _Toc528427704]Capital Budgeting (CB)
[bookmark: _Toc513903697][bookmark: _Toc513908471]	A long-run planning to make and finance intended capital outlay. CB is considered as the attempt to establish the future (Hayward et al., 2017). 
[bookmark: _Toc528427705]Net Present Value (NPV)
[bookmark: _Toc513903698][bookmark: _Toc513908472]	It discounts expected cash inflow at diverse periods of time at a given rate. Cash inflow’s PV are then compared to initial outlay. Positive difference denotes accepted project while negative difference is rejected. Time value of money is the main consideration and NPV stays consistent with maximizing profit objective of owners (Adusumilli, Davis & Fromme, 2016).  
[bookmark: _Toc528427706]Internal Rate of Return (IRR)
[bookmark: _Toc513903699][bookmark: _Toc513908473]The main consideration is time value of money. Attempts are made to reach interest rate whereby initial outlay might be repaid out of project cash inflows. Where IRR>WACC, project stays profitable. Where IRR>k; project is accepted; otherwise reject project if IRR<k (Patrick & French, 2016).
[bookmark: _Toc528427707]Payback Period Model (PBP)
[bookmark: _Toc513903700][bookmark: _Toc513908474]	A project with a shorter PBP is desirable. It considers the period an initial outlays takes to recover it after investment. Considers cash inflows and project economic life and investment made. Disregards time value of money. Considers earning capacity of a project to select the proposal and gauge the associated risks (Savino et al., 2017). 
[bookmark: _Toc528427708]Accounting Rate of Return (ARR)
[bookmark: _Toc513903701][bookmark: _Toc513908475]	The consideration is that a project with ARR higher than minimum established rate by management is regarded and those with ARR falling below minimum rate is rejected (Christodoulou, Clubb & Mcleay, 2016). It accounts for whole economic project life hence an effective mechanism of comparison. Ignores time value of money and fails to account for project life length (Richard, 2014).   
[bookmark: _Toc528427709]Conclusion
	The above analysis provides the best key considerations on financial proposal for significant expenditure. There is a need to compute using the IRR and NPV which considers time value of money as opposed to PBP and ARR which ignores it yet it is a critical consideration. 
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GPMR

2015	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	14.7	12.6	13.4	13.8	7.4	2016	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	15.2	13.6	14	15	8.6999999999999993	



OPMR

2015	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	9.9	9.8000000000000007	10	9.1	8.8000000000000007	2016	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	10.5	10.6	11.2	10.4	9.3000000000000007	



ROCE

2015	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	9.3000000000000007	7.3	8.4	8.8000000000000007	7.4	2016	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	10.6	9.5	9.5	10.5	8.6999999999999993	



INTEREST COVER RATIO

2015	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	10.199999999999999	9.1999999999999993	9.4	10.6	10.4	2016	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	10.6	9.8000000000000007	9.9	11.3	11.3	



GEARING RATIO

2015	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	1	1.1000000000000001	1.2	1.8	1.4	2016	Unilver PLC	Procter 	&	 Gamble	Kimberly-Clark	Kellogg's	General Mills	1.1000000000000001	1.3	1.6	2	1.7	
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