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Unilever PLC: The Role of Management Accounting in Supporting Financial Decision-Making
[bookmark: _Toc233285392]Introduction
Unilever PLC is considered to be one of the world’s largest and fastest-moving consumer goods companies. It operates in more than 190 countries while serving approximately 3.4 billion customers on a daily basis (Unilever, 2024). The company has a diversified portfolio of brands across personal care, nutrition, ice cream, home care, beauty and well-being categories. Globally renowned brands such as Hellmann’s, Magnum, Knorr, Sunsilk, Lifebuoy and Dove are under Unilever. Because of the extensive international operations in the highly competitive consumer market conditions, Unilever need to make effective and informed financial decisions to maintain its sustainable growth and profitability.
Management accounting is significant in providing the managers with proper and appropriate operational and financial information that supports controlling, planning, and the overall decision-making process (Drury, 2021). It is different from financial accounting, which only focuses on the external stakeholders. Management accounting helps the internal managers in the evaluation of costs, preparation of budgets, and measuring performance while improving operational efficiency to a great extent. In the global manufacturing organisations such as Unilever, management accounting is considered to play a crucial role in the management of the production costs, analysis of profitability and supporting strategic decisions. This report is significant as it helps in the evaluation of how management accounting supports the financial decision-making of Unilever with the help of budgeting, cost analysis, sustainability management and performance measurement while making a significant contribution to the organisational success.
[bookmark: _Toc233285393]Cost Analysis and Business Model
Unilever has been operating with the help of a diversified business model that is dependent on the production and distribution of consumer goods across different product categories. Revenue of the company is mostly generated with the help of the sale of everyday products that are regularly purchased by customers from around the world. The broad portfolio of the company helps in the reduction of its reliance on a single market segment and helps in risk diversification (Unilever, 2024).
Management accounting helps Unilever in the better understanding of the costs related to production as well as distribution of the products. Product costs with manufacturing organisations include direct materials, manufacturing overheads and direct labour (Horngren et al., 2021). Direct materials for Unilever include various ingredients such as fragrances, packaging materials, food ingredients, chemicals and vegetable oils used for manufacturing purposes. Manufacturing overhead includes machine maintenance, factory supervision, depreciation expenses and factory utilities that give support to production processes; however, it can’t be traced directly to any specific products. 
Cost classification is crucial as it supports budgeting, profitability and pricing analysis. Management accountants differentiate between period costs and product costs. Product costs are mostly related directly to the manufacturing activities of the organisation, whereas period costs include marketing, distribution expenses and administrative expenses that happened during any specific accounting period (Atrill and McLaney, 2022). 
Cost behaviour analysis is considered to be especially significant in the operations of Unilever. Variable costs change in the organisation as per the volume of the products and it inclyde direct labour, packaging and raw materials. Fixed costs include depreciation, senior management salaries, insurance and factory rent. A better understanding of cost behaviour analysis can help managers in predicting how changes within the product levels influence profitability and overall costs of the organisation (Kaplan and Atkinson, 2023).
Unilever makes most of its benefit from economic of scale as larger production volumes can reduce average fixed costs every unit. For instance, increased production of the products of Dove can help the manufacturing overheads to be spread across a vast number of units. Hence, it can reduce or lower average production costs. Management accounting tools such as cost-volume-profit analysis is significant in helping managers to determine the break-even points while assessing the overall effect of the production changes on the profitability of Unilever (Drury, 2021).
In addition, activity-based costing (ABC) is significant in helping Unilever to allocate indirect costs appropriately across all its product lines. ABC also helps in the improvement of decision-making through the identification of activities that consume most of the resources and assist in the costs accordingly. This approach can help managers in providing accurate information related to operational efficiency and product profitability (Kaplan and Atkinson, 2023).
[bookmark: _Toc233285394]Budgeting and Financial Planning
Budgeting is considered to be one of the key management accounting functions that helps organisations in planning future activities, aligning operations with strategic objectives and allocating resources efficiently (Atrill and McLaney, 2022). For the multinational companies such as Unilever, budgeting helps in the coordination of activities across all the global markets as well as product categories. Hence, with the help of budgeting, management predicts and forecasts revenues, evaluates investments, maintains financial sustainability and estimates costs. 
[bookmark: _Toc233285395]Strategic Role of Budgeting
Budgeting is significant in translating the organisational goals into measurable financial targets. Unilever has its operations spread across 190 countries and it has been managing numerous brands, which makes budgeting crucial for the operational coordination as well as resource allocation (Unilever, 2024). Management accountants help in the preparation of the sales forecasts, procurement plans, cash flow projections and production budgets, which help the managers in identifying risks and make more informed decisions (Drury, 2021).
[bookmark: _Toc233285396]Zero-Based Budgeting (ZBB)
Unilever has implemented Zero-Based Budgeting (ZBB), which requires managers to justify their list of expenditures from the beginning of each budgeting period. They can never rely on the support of the previous budgets. This approach is significant for the improvement of accountability, resource allocation and cost control, whereas it helps in eliminating unnecessary spending (Horngren et al., 2021). Even though ZBB can take more time, it can support strategic alignment as well as operational efficiency (CIMA, 2023). 
[bookmark: _Toc233285397]Capital Budgeting and Budgetary Control
Capital budgeting helps Unilever in the evaluation of long-term investments in digital technologies, research and development, sustainability projects and manufacturing facilities. Management accountants apply various techniques, such as Internal Rate of Return (IRR), Payback Period and Net Present Value (NPV) for the assessment of the investment viability while maximising the value of the shareholder (Atrill and McLaney, 2022).
Variance analysis helps in strengthening budgetary control as it compares budgeted and actual performance. Energy costs, supply chain disruptions and rising inflation have largely increased operating expenses for businesses in the global market (WEF, 2024). Through the identification of revenue, cost and material variances, managers can implement different corrective measures and enhance operational performance. At the same time, budgeting also supports strategic decision-making, contributes to long-term financial success and improves organisational coordination (Kaplan and Atkinson, 2023).
[bookmark: _Toc233285398]Performance Measurement and Decision-Making
Performance measurement is crucial as it helps organisations in evaluating whether their strategic objectives are being achieved and whether their resources are properly and effectively utilised (Kaydos, 2020). Management accounting is significant in providing non-financial and financial indicators that can help managers in supporting evidence-based decision-making and monitoring organisational effectiveness. 
[bookmark: _Toc233285399]Key Performance Indicators (KPIs) Used by Unilever
Unilever makes better use of different KPIs for the assessment of business performance and guiding strategic decisions. 
	KPI
	Purpose

	Operating Profit Margin
	Assesses operational efficiency

	Gross Margin
	Measurement of profitability after the cost of production

	Revenue Growth
	Measurement of market expansion as well as customer demand

	Return on Invested Capital (ROIC)
	Assessment of the effectiveness of capital utilisations

	Underlying Sales Growth
	Measurement of business performance excluding disposals, currency effects and acquisitions.


Table 2: Key Performance Indicators Used by Unilever (Unilever, 2024).
These indicators can be considered as significant in providing the management with crucial insights into operational efficiency, market competitiveness and profitability. 
[bookmark: _Toc233285400]Balanced Scorecard Framework
Financial indicators are the most significant; however, organisations are gradually recognising the significance of non-financial performance measures. The Balanced Scorecard, developed by Kaplan and Norton, is significant in providing an overall performance measurement framework that integrates four crucial perspectives (Madsen, 2025).
	Perspective
	Example of Measures at Unilever

	Customer
	Brand loyalty and customer satisfaction

	Internal Processes
	Production quality and supply chain efficiency

	Financial 
	Profit margin and revenue growth

	Learning and Growth
	Innovation capability and employee development.


Table 3: Balanced Scorecard Framework.
The Balanced Scorecard is significant in helping managers assess organisational performance better and make sure that short-term financial objectives never weaken the long-term strategic success.
[bookmark: _Toc233285401]Management Accounting and Strategic Decision-Making
Management accounting information helps with various strategic decisions within Unilever. For instance, the decision of the company to place more emphasis on resources on high-growth brands and divest some of the lower-performing businesses has been significantly influenced by performance evaluation data and profitability analysis. 
Simultaneously, management accounting also supports different investment decisions related to digital supply chain technologies. Financial analysis helps in demonstrating that advanced forecasting can help in the reduction of inventory costs while improving demand planning and customer service performance. As a consequence, Unilever largely increased its investment in digital technologies for strengthening operational resilience and efficiency (Accenture, 2023).
Activity-Based Costing (ABC) can be considered significantly crucial in supporting the strategic decisions of Unilever. ABC helps in allocating costs depending on the activities that consume more resources, which provides the managers with more accurate customer and product profitability information (Quesado and Silva, 2021).  This information is crucial in assisting Unilever in identifying the high-performing products and enhancing their pricing strategies accordingly.
Hence, management accounting is important as it provides critical information that supports resource allocation, continuous performance improvement and strategic planning across the global operations of Unilever.
[bookmark: _Toc233285402]Sustainability and Ethical Considerations
Sustainability can be considered as one of the key elements of the corporate strategy of Unilever as it has started to face increased pressure from investors, regulators, and consumers to address the social and environmental issues (IFAC, 2023). Sustainability accounting goes beyond traditional management accounting through the incorporation of social and environmental performance measurement along with financial indicators. It helps the organisation in the assessment of broader business impacts while supporting long-term value creation (Bebbington et al., 2023).
Unilever makes better use of sustainability accounting when the evaluation of investments into sustainable sourcing, recyclable packaging initiatives, carbon reduction and renewable energy is measured. Management accounting helps in the assessment of both financial returns and environmental benefits for ensuring that the sustainability objectives are integrated within the strategic decision-making of Unilever (Unilever, 2024).
Environmental management accounting helps in the identification and management of costs related to water consumption, carbon emissions, waste generation and energy usage. An accurate measure of these costs can help in supporting profitability and resource efficiency (Burritt et al., 2023).
Management accountants have their ethical responsibilities to make sure that the financial information is accurate, unbiased and transparent. Key principles include objectivity, confidentiality, professional behaviour, professional competence and integrity (CIMA, 2023). With the integration of ESG considerations into decision-making, Unilever supports stakeholder trust, long-term competitive edge and most significantly sustainable growth.
[bookmark: _Toc233285403]Conclusion and Recommendations
It can be concluded from the overall study that management accounting plays a crucial role in supporting the financial decision-making of Unilever. With the help of budgeting, performance measurement, sustainability accounting and cost analysis, management accounting provides significant information that helps the managers in making informed decisions while enhancing organisational performance. 
This report is significant as it demonstrates that activity-based costing, cost behaviour analysis and cost classification help Unilever in efficiently managing its manufacturing operations. Variance analysis and budgeting support resource allocation as well as financial planning, whereas performance measurement systems help in making strategic decisions and taking organisational control. Sustainable accounting also helps Unilever in balancing environmental and social responsibilities with financial objectives.
For the betterment of the process, three significant recommendations can be suggested, such as:
· Unilever need to expand its usage of artificial intelligence (AI) and advanced analytics within the forecasting and budgeting process for the improvement of accuracy. 
· The company need to reinforce its activity-based costing systems for the improvement of product profitability analysis. 
· Sustainability performance indicators need to be incorporated further within the management accounting reports to support responsible and informed decision-making.
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