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[bookmark: _Toc7120969][bookmark: _GoBack]Executive Summary
The financial  performance of company X has been critically examined with the KPI and P&L report identifying positive and negative indicators and signifying a loss to company X. Therefore, to improve the financial and operational performance, research was carried out and studies conducted by, (Kabashkin, Yatskiv (Jackiva) AND Prentkovskis, 2018), (Goodchild AND Toy, 2018), (Chiang et al., 2019), (Rosano et al., 2018) and (Yoo, Yu and Jung, 2018) acknowledged the benefits of drones for freight transportation in comparison to trucks and identified technological limitations. (Malik et al., 2019), (Fridell, Bäckström AND Stripple, 2019), (Lv et al., 2019) and (Bektaş et al., 2019) recognised the current EU environmental impact of transportation and the current need for green freight technology such as electrically powered vehicles. (Hill, Korczak AND Korczak, 2019), (Steinberg, 2019) and (Bashir et al., 2019) studies go on to discuss the Brexit political uncertainty regarding the UK economy and (Steinberg, 2019) in particular developed a model to compare the Leave/Remain benefits towards the economy and microenvironment thus, impacting company X. 
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[bookmark: _Toc7120971]Introduction
This assignment will critically analyse the financial performance of company X and identify the positive and negative indicators associated with the KPI and P&L report. Research will then be carried out to identify how the financial performance of the company can be improved and investigate current economic issues affecting the business such as Brexit, green fright technology and the environmental impact. From this research a conclusion can be made on recommendations required for implementation to improve the financial performance of company X and reduce the current carbon foot print whilst staying competitive. 
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[bookmark: _Toc7120973]Key Performance Indicators
Key Performance Indicators (KPI’s) are points on which companies should pay attention the most and based on which, companies can make decisions. KPI indicators assist management in making decisions that will directly have an encouraging effect on business results (Jaško AND Marinković, 2016).  In Addition, a specific, measurable objective is measured against a KPI. It is one specific numeric measurement which compares an actual result to a target result (Noel AND Spence, 2013).
The KPI material presented in the assignment recognised good and bad performance indicators by company X, which will impact the P&L and overall financial performance of the company. These identified positive and negative indicators are as follows:
[bookmark: _Toc7120974]Negative 
1. [bookmark: _Toc7120975]Absence 
The overwhelming negative indicator identified in the KPI report was the ‘absence’ of staff over a 53-week period. The indicated planned absence was 2.80% with an actual absence of 4.31%, generating a variable of 53.9%.  Companies grant time off with pay for various personal reasons, the most common of which are personal leaves of injury time, absence, short-term military leave, time off to vote and death in the family. Depending on the employer’s business needs, unpaid leave is limited to 30 calendar days, but may be less depending on the circumstances (Group, 2015).
2. [bookmark: _Toc7120976]Health & Safety 
The KPI report recognised 20 accidents and 1 RIDDOR within a 53-week period. The use of lost time accidents (LTAs) involving days away from work as a Key Performance Indicator for determining safety success, is usually considered insufficient (AVERILL, 2017). Injuries, downtime and accidents are negative and prompt under reporting. These factors are impractical for a small business because of the randomness of incidents and they don’t capture diseases with long latency periods, such as occupational cancers or near misses, which are a great source of information. Finally, they tend to focus on the negative side of performance and give little indication of the quality of working life (McPhail, 2015).

3. [bookmark: _Toc7120977]Miles per Gallon (MPG)
The KPI recognised poor ‘MPG’ over the 53-week period. The plan signified 18.71 with an actual of 15.34 generating a variable value of -17.1%. This is a clear identification of a poor indicator regarding fuel consumption. By reducing fuel consumption, the organisation can benefit from a reduction in fuel cost, which is an important factor of operating costs (Clausen, Meier AND Ten Hompel, 2014). A study conducted by (Díaz-Ramirez et al., 2017), suggested the 76% of countries total energy consumption comes from fossil fuels, and more than 90% of CO2 emissions by transportation sector originates from road transport, of which 50% is due to freight transportation. 
[bookmark: _Toc7120978]Positive 
Positive KPI’s have the major benefit of helping an organisation define the objective and measure progress. KPI’s can also be used for benchmarking the performance of an organisation and compare its performance with rivals in the same industry (Kazmi, 2016). 
1. [bookmark: _Toc7120979]Miles per Journey Store  
The KPI material presented by company X recognised a plan ‘Miles per Journey Store’ of 133.1, with an actual value of 133.9, generating a variable value of 0.5%. This is a positive factor on the KPI report because it has nearly reached its actual target. However, when analysing the data, it can be seen that the high variable values shown throughout the year tend to be in seasonality events that occur in certain months such as January and December. Therefore, it is essential that prompt planning is carried out to ensure congestion costs are reduced thus, impacting the KPI performance. Congestion costs measure the comprehensive costs resulting from road congestion when the speed drops below the standard velocity, such as time loss and increase of vehicle operation costs (OECD, 2017).  
2. [bookmark: _Toc7120980]Vehicle Fill
Positive ‘Vehicle Fill’ was identified on the KPI report. The result indicated a plan of 1510 with an actual value of 1558, thus generating a variable value of 3.2%. Optimising the distribution of goods will impact the Vehicle Fill report. (Bektas, 2017), states that road freight transportation use a wide variety of vehicles, which can be differentiated based on capacity, size type of energy used and weight. The empty mass of the vehicle, but with fluids such as engine oil and fuel is known as curb weight. It’s the optimisation of the curb weight that will ensure vehicle fill efficiency is improved. 
3. [bookmark: _Toc7120981]Volume 
The KPI report from company X signified a positive factor of ‘Volume’. The KPI Volume plan indicated 63,309,547 with an actual value 65,348,112 thus, generating a value of   3.2% variable. A study conducted by (Letnik et al., 2018) recognised that 20% of freight vehicles drive empty with an average load factor of 30-40%. This is contributing to the pollution to the environment with freight vehicles contributing to about 21% of CO2 emissions and 19% of energy use. Clearly this volume indicator report is having an encouraging impact on the company’s volume optimisation. 
[bookmark: _Toc7120982]Profit & Loss 
The total of all items of income and expenses recognised during a time period is the total comprehensive income for the period, reported in a statement of profit or loss (PKF International, 2017).
[bookmark: _Toc7120983]Calculations
[bookmark: _Toc7120984]Expenses 
Productive Labour Costs (£6,294,224) + Labour Costs (£682,045) + Variable Costs (£4,432,230) - Controllable Costs (£1,071,801) + Non-Controllable Costs (£2,888,079) = £13,224,796
Business Plan P&L = £13,108,021 
[bookmark: _Toc7120985]Total Cost 
£13,108,021 - £ 13,224,796 = £-116,775 loss
[bookmark: _Toc7120986]Productive Labour Costs
The P&L report presented by company X generated a total productive cost of £6,294,244 over the 53-week period. Labour productivity is defined as the output per unit of labour input, and unit labour cost is the labour cost per unit of input (International Labour Office, 2016). When analysing the indicators in the productive labour cost section, two major costs were identified, associate wages of £3,923,775 and sick pay generating a cost of £509,157. By analysing the data, it can be seen that the costs are associated with the KPI absence result variable of 53.9%.
[bookmark: _Toc7120987]Labour Costs 
Company X produced a labour cost of £682,045 over a 53-week period. Much of this cost was generated from the management and clerical salaries. Labour cost can be up to 30 - 40% of the overall cost of the product and the cost can easily get out of control if not managed and monitored correctly (Dudbridge, 2011).
[bookmark: _Toc7120988]Variable Costs 
Company X produced a variable cost of £4,432,230 over the 53-week period with fuel expenses being the biggest contribute, generating a cost of £1,575,045 of the total variable cost. Motor carriers consume over 54billion gallons of fuel per year and fuel approached the annual labour cost in 2008, which is usually the largest expense for motor carrier industry. In 2008 almost 3,000 motor carrier companies went bankrupt, reducing truck capacity by about 130,000 trucks (Novack et al., 2016). Therefore, to reduce these expenses, a better management system should be implemented, or an alternative transportation method should be used. 
[bookmark: _Toc7120989]Controllable Costs
The controllable cost generated a value of £1,071,801 over a 53-week period. Most of the cost was created from the backhaul income with total a value of £1,103,223.Backhauling is the load you haul from the point of delivery back to the original point of departure. This has major effects on the bottom line by reducing empty miles or distances truckers often are forced to cover without hauling any cargo and improving efficiency thus, generating a little or nonrevenue while still consuming money (Medium, 2019).
[bookmark: _Toc7120990]Non Controllable Costs 
A cost of £2,888,079 was produced by company X for the non-controllable cost. A Major factor contributing to this cost was the Truck/Tractor rental cost of £2,865,807 which is clearly a major non controllable cost. A Study conducted by (Oliveira, Carravilla AND Oliveira, 2017), identified costs that are associated with the rental of freight vehicles by suggesting, rental costs consist of acquisition costs, holding costs, empty transfer costs and lost sale costs. The study goes on to explain the importance of freight management and constructed a framework which companies can adopt to properly manage freight rental costs.  







[bookmark: _Toc7120991]Financial Performance Conclusion
From analysing the P&L and KPI report, it is clear that the performance of the KPI is having an effect on the P&L report. Company X is making a loss of £116,775 over a 53 week period and there are several factors affecting this loss as explained above. The KPI report identified an absence variable of 53.9% and this generated a cost of £509,157 on the P&L report. However, the KPI report identified 20 accidents and 1 RIDDOR under the H&S indicator in the 53 week period. Clearly the KPI absence performance and the P&L report are impacting each other and improved safety must be implemented to reduce injuries, which will reduce the absence, which will then affect the P&L expense. 
From comparing the KPI and P&L report, the fuel expense generated a cost of £1,575,045 with the KPI identifying a variable of -17.1% on the MPG. Again, poor driving is impacting fuel consumption which is impacting the P&L expense, hence the need for better driving skills or an alternative method of freight transportation. 
The P&L report recognised a truck rental cost of £2,865,807 which is clearly very expensive. However, the KPI report identified that the longer trailer was not used through the 53 week period. Thus, identifying poor optimisation and poor use of equipment. 
Based on these findings, research will now be carried out to establish how these identified major cost findings in the KPI and P&L report can be improved, such as the high fuel costs, poor MPG, and rental costs. Also, the current political uncertainty (Brexit), and the need for green freight transportation will be investigated to help drive competitiveness.








[bookmark: _Toc7120992]Operational Changes to Enhance Financial Performance
The KPI and P&L reports from company X recognised key issues which are impacting the financial performance of the company. These issues must be addressed and solutions put in place to remedy the fault thus, improving financial performance and revenue. These recommended solutions are as follows: 
[bookmark: _Toc7120993]Drones
The KPI and P&L report acknowledged poor usage of the longer trailer, poor MPG driving and a large fuel cost was accumulated over the 53 week period. (Kabashkin, Yatskiv (Jackiva) AND Prentkovskis, 2018) suggests that up to 15% improvement of fuel consumption may be achieved by teaching eco driving to drivers therefor, company’s management teams should focus more on training to identify any potential issues and tracking the long term effects of eco driving training. However, due to technological change and the environmental impact of fossil fuels an alternative method should be considered. (Goodchild AND Toy, 2018), carried out a study on the CO2 emissions generated from two types of transportation, one being drones and the other being trucks. The study found evidence of drone energy usage in comparison to trucks. Drones that require an average of 40Wh/mi to operate will usually have a positive impact on most delivery stations, while drones at an 80Wh/mi to average energy requirement will not. The study goes on to discuss that drones tend to have CO2 emissions advantage over trucks in close range depot and trucks almost firmly have CO2 advantage over drones under conditions in which service zones are far away from the depot.
However, studies conducted by (Chiang et al., 2019), (Rosano et al., 2018) and (Yoo, Yu AND Jung, 2018) have acknowledged the benefits of drones over trucks by suggesting that transportation is the most visible aspect of supply chain that accounts for 33% of logistics costs. Using drones to transport commercial packages is the new industry trend as seen by Amazon and Google. It can greatly change energy use in the transportation and distribution sector. Drones have the benefit of time reduction of delivery. The current technology of battery powered delivery drones limits their range (delivery distance and flight time) and payload capacity (weight and size of parcel) which is the current limitation restricting the drone’s logistical outreach. The studies in conclusion made clear that drone delivery would cut CO2 emissions. Thus, establishing the environmental benefit of drone delivery, firms should carefully plan and control their routing and coordination of vehicle and the drones.
[bookmark: _Toc7120994]Environment
Studies conducted by (Malik et al., 2019), (Fridell, Bäckström AND Stripple, 2019), (Lv et al., 2019) and (Bektaş et al., 2019) identified key issues and potential solutions to emissions caused by the transportation of goods by freight. The studies identify the need for alternative green friendly methods by stating the worldwide transport sector accounts for 23% of CO2 emissions and the transport led emissions are expected to increase to 58% by 2030. While many other sectors are showing decreasing emissions of greenhouse gasses, transportation is still heavily dependent on fossil fuels. While passenger transportation is moving towards electricity and less CO2 intensive fuel alternatives, freight transportation mainly remains with liquid fossil fuels. The transport sector in the EU emitted about 931 Mtonne CO2 in 2016 which is about 23% of the total emissions. The demand of hydrocarbons is due to increase by 30-82% between 2010 and 2050. Clearly there is a need for operational change within company X to compete logistically and help reduce the environmental emissions caused by freight. (Bektaş et al., 2019) goes on to address the need for electrical powered vehicles by suggesting electric vehicle technology is becoming increasingly relevant in green freight transportation. The advantage of battery electric vehicles in comparison to vehicles powered by internal combustion engines are the non-existing local pollutants emissions and lower noise pollution.
However, a cost study will need to be conducted to determine if it can be financially beneficial for company X to implement an electrical powered freight over the current fossil fuel powered vehicles. Also, the technological advancements in batteries will generate an outcome to show if freight can be powered electrically. Based on (Auto Express, 2019) on the current Jaguar I-Pace electric powered vehicle, it takes 12 hours to charge the battery with an operating life span of 300 miles with a speed of 62mph. Clearly this is not good enough for the current freight transportation sector and more advancements in the electrical powered vehicles is needed. . 







[bookmark: _Toc7120995]Brexit Uncertainty
While operational changes are needed to improve the financial outcome of company X, the business will identify the current political Brexit uncertainty while carrying out STEEPLE and porters 5 forces. As with all companies currently operating in the UK, the uncertainty with Brexit has a huge impact on the operational performance. Although not much guidance and preparations are being presented, there are case studies that can help interpret the current performance on businesses and predict how Brexit will impact the UK. Studies conducted by (Hill, Korczak AND Korczak, 2019), (Steinberg, 2019) and (Bashir et al., 2019) have all identified how the UK will be impacted by Brexit, in particular (Steinberg, 2019) models concluded that Brexit will have a considerable influence on the UK economy, particularly in the long run. Compared to a counterfactual steady state in which Brexit never occurs, consumption will fall by 0.5-1.3%, trade flows with the EU will fall by 8.2-44.8%, and the present value of UK households welfare losses will amount to £7000-£19,000 per person. The model also predicts that Brexit uncertainty will have little impact on the microenvironment. Therefore, it is good practice to assume that companies such as company X should make preparations ready to deal with the economic shock and business challenges associated with Brexit. 				















[bookmark: _Toc7120996]Conclusion
For this assignment the KPI and P&L report present by company X have been critically analysed. The company had negative and positive indicators all of which can have been analysed and can be seen in the KPI report and this assignment. Company X was making a loss of £-116,775 over the 53 week period with the majority of cost being accumulated through Non Controllable costs (Truck/Tractor Rental) and Variable costs (Fuel Expenses). The KPI report identified poor MPG and poor usage of the longer trailer. Studies by. (Kabashkin, Yatskiv (Jackiva) AND Prentkovskis, 2018) identified the need for better driving to reduce fuel consumption of up to 15% which will impact the P&L greatly. Research was then carried out to determine if drones could benefit company X for the transportation of goods. A study conducted by (Goodchild AND Toy, 2018) compared the CO2 footprint between trucks and drones. This study provided evidence that drones have a CO2 advantage over trucks for short distances however, trucks have the advantage over longer distances. (Chiang et al., 2019), (Rosano et al., 2018) and (Yoo, Yu AND Jung, 2018), identified the benefits of drones by suggesting drones have the advantage of time reduction of delivery however, the current battery technology limits the drones range therefore effects the logistical outreach. Consequently, based on these finding it would be advisable to implement drone for short logistical outreach and use trucks for further distances until the battery technology have enhanced. 											Environmental studies conducted by Malik et al., 2019), (Fridell, Bäckström AND Stripple, 2019), (Lv et al., 2019), (Bektaş et al., 2019) and (Bektaş et al., 2019) go on to discuss the need for alternative fuel sources for logistical freight. The study suggest that the advantage of battery electric vehicles in comparison with internal combustion engines is the pollutants and noise pollution. Further research then identified that the current Jaguar I-Pace electric powered vehicle takes 12 hours to charge with a life span of 300 miles with a speed of 62mph. Clearly this is not good enough for the current freight transportation sector and more advancements in the electrical powered vehicles is needed. 				Finally, the political uncertainty regarding Brexit was investigated with studies by (Hill, Korczak AND Korczak, 2019), (Steinberg, 2019) and (Bashir et al., 2019) all identifying the potential impact and (Steinberg, 2019) in particular developed a model to help identify Brexit uncertainty and established the impact on the microenvironment and economy. 
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