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Introduction
Unilever PLC stands as one of the world's foremost fast-moving consumer goods (FMCG) companies: 190 countries. 400 distinct brands, approximately 3.4 billion consumers daily (Unilever, 2024). Headquartered in London, United Kingdom, the multinational corporation employs approximately 127,000 people globally and generated €59.6 billion in turnover during the fiscal year 2023 (Unilever, 2024). The company's operations are strategically organised into four principal divisions: Beauty & Wellbeing, Personal Care, Home Care, and Nutrition, with iconic brands including Dove, Knorr, Hellmann's, Omo, Magnum, Lipton, and Ben & Jerry's. This diversified brand portfolio positions Unilever as an undisputed market leader, providing substantial resilience against sector-specific economic volatility.
As Atrill and McLaney (2021, p. 17) define it, management accounting is fundamentally "concerned with collecting and analysing financial, and other, information and then communicating this to those making decisions." Furthermore, Drury (2018, p. 16) confirms that a management accounting system must provide relevant information to help managers make better decisions and supply information for planning, control, performance measurement and continuous improvement.
As Atrill (2019, p. 2) emphasises, "the finance function within a business exists to help managers to manage... financial planning. It is vital for managers to assess the potential impact of proposals on future financial performance." This comprehensive report systematically evaluates how Unilever employs management accounting tools across cost analysis, budgeting, performance measurement, and sustainability integration.
2. Cost Analysis and Business Model	
2.1 Revenue Model and Geographic Diversification
Unilever operates a sophisticated, multi-dimensional revenue. The company generates revenue primarily through the manufacture and sale of fast-moving consumer goods via multiple complementary channels, including modern trade outlets such as supermarkets and hypermarkets, traditional trade comprising small independent retailers particularly prevalent in emerging markets, rapidly growing e-commerce platforms, and out-of-home channels (Unilever, 2024). E-commerce alone represented approximately 15% of total sales in 2023, reflecting strategic investments in digital capabilities.
The company's revenue model strategically emphasises volume growth complemented by disciplined pricing power. In fiscal year 2023, Unilever achieved 5.4% underlying sales growth, comprising 3.2% from volume increases and 2.1% from pricing adjustments, demonstrating the effectiveness of its premiumisation strategy and brand strength even amid inflationary pressures (Unilever, 2024). Geographic diversification represents a cornerstone of Unilever's revenue resilience, with emerging markets contributing approximately 58% of total turnover. As Brealey et al. (2023, p. 1) note, "the financial manager faces two broad financial questions: First, what investments should the company make? Second, how should it pay for those investments?" Unilever's geographic investment strategy directly reflects this dual decision-making imperative.
Table 1: Unilever Revenue Distribution by Division (FY 2023)
	Division
	Revenue (€bn)
	% of Total
	Growth %
	Rank

	Beauty & Wellbeing
	€11.3
	19.0%
	2.8%
	4th

	Personal Care
	€12.7
	21.3%
	4.2%
	2nd

	Home Care
	€11.8
	19.8%
	6.1%
	3rd

	Nutrition
	€23.8
	39.9%
	7.3%
	1st

	Total
	€59.6bn
	100.0%
	5.4%
	—


Source: Unilever Annual Report and Accounts 2023

2.2 Cost Structure Analysis
As Atrill and McLaney (2021, p. 67) explain, costs can be classified according to "whether they remain constant (fixed) when changes occur to the volume of activity; or vary according to the volume of activity", respectively termed fixed costs and variable costs. This distinction is fundamental to understanding Unilever's profitability dynamics.
Variable Costs encompass the largest proportion of Unilever's total cost base, fluctuating directly with production volumes. Raw materials including oils, fats, chemicals, agricultural commodities, and packaging materials constituted approximately 40–45% of net sales in 2023 (Unilever, 2024). As Drury (2018, p. 29) specifies, "variable costs vary in direct proportion to the volume of activity; that is, doubling the level of activity will double the total variable cost." 
As Atrill and McLaney (2021, p. 82) explain, "operating gearing describes the relationship between fixed costs and variable costs in a business... a more-than-proportionate increase in operating profit" occurs when sales increase in a high fixed-cost business. Unilever utilises activity-based costing (ABC) methodologies to allocate overhead costs more accurately to individual product lines, brands, and geographic markets, thereby revealing true product profitability and enabling data-driven portfolio optimisation decisions. As Drury (2018, p. 184) confirms, the chosen cost structure "can have a significant impact on profits" and strategic flexibility.
Table 2: Unilever Cost Structure Breakdown (as % of Net Sales, FY 2023)
	Cost Category
	% of Sales
	Classification
	Type
	Impact

	Raw Materials & Commodities
	40–45%
	Direct Cost
	Variable
	High

	Manufacturing Variables
	15–20%
	Direct/Indirect
	Variable
	High

	Brand & Marketing Investment
	12–15%
	Committed Cost
	Fixed
	Medium

	Manufacturing Overhead
	10–12%
	Indirect Cost
	Fixed
	Medium

	Research & Development
	2–3%
	Committed Cost
	Fixed
	Low

	Administrative & Other
	3–5%
	Indirect Cost
	Fixed
	Low

	Operating Margin
	~18%
	Profitability Metric
	—
	—


Note: VC = Variable Cost; FC = Fixed Cost. Source: Unilever Annual Report 2023 | Drury (2018)


3. Budgeting and Financial Planning
3.1 The Strategic Role of Budgeting
As Drury (2018, p. 371) comprehensively identifies, budgets serve a number of essential purposes: "planning annual operations; coordinating the activities of the various parts of the organization... communicating plans... motivating managers... controlling activities; evaluating the performance of managers." This six-function framework precisely describes Unilever's integrated budgeting approach.
Recognising the limitations of traditional static annual budgets in volatile business environments, Unilever utilises sophisticated rolling forecasts in conjunction with formal annual budgets, systematically updating financial projections on a quarterly basis. Atrill and McLaney (2021, p. 198) reinforce this approach, arguing that "it is vital that businesses develop plans for the future... Budgets set out short-term plans to help managers run the business." Furthermore, Drury (2018, p. 370) specifically notes that "the budgeting process cannot therefore be viewed as being purely concerned with the current year — it must be considered as an integrated part of the long-term planning process," precisely echoing Unilever's integrated planning architecture.
The company has progressively incorporated zero-based budgeting (ZBB) principles for discretionary spending categories. At the capital investment level, Unilever employs sophisticated capital budgeting techniques including net present value (NPV) analysis and internal rate of return (IRR) calculations. Brealey et al. (2023, p. 857) confirm that effective financial planning encompasses both "ensuring that the firm does not run out of cash" and developing coherent long-term strategy through financial planning models.
3.2 Operating Expense Analysis and Drivers
Operating expenses increased by approximately 8.2% from €53.5 billion in 2022 to €57.9 billion in 2023. However, when analysed as a percentage of sales, operating expenses improved slightly from 90.3% to 89.8%, indicating operational leverage and efficiency gains (Unilever, 2024).. As Weetman (2019, p. 620) observes, "monitoring actual outcome against the budget will allow corrective action to be taken at the earliest opportunity... it might even be appropriate to revise the budget in line with the changed conditions."
Table 3: Unilever Operating Expense Trends and Analysis (2022–2023)
	Metric
	2022 (€bn)
	2023 (€bn)
	Change (€bn)
	% Change

	Total Turnover
	€59.3
	€59.6
	+€0.3
	+0.5%

	Operating Expenses
	€53.5
	€57.9
	+€4.4
	+8.2%

	OpEx as % of Sales
	90.3%
	89.8%
	-0.5pp
	Improved ↓

	Operating Profit
	€10.3
	€11.0
	+€0.7
	+6.8%

	Underlying Op. Margin
	17.3%
	18.4%
	+110 bps
	Improved ↑


Source: Unilever Annual Report 2023 | Google Finance 2024
This analysis demonstrates how management accounting systems enable the crucial differentiation between controllable and uncontrollable cost factors, which Atrill and McLaney (2021, p. 206) identify as central to budgeting's role as "a basis for a system of control."


4. Performance Measurement and Decision-Making
4.1 Key Performance Indicators Framework
Drury (2018, p. 564) traces this approach to Kaplan and Norton's balanced scorecard, which "provides a framework for implementing an organization's strategy into specific objectives and linked performance measures" across four perspectives: Financial, Customer, Internal Business, and Learning & Growth.
The theoretical justification for combining financial and non-financial measures is strongly supported by Atrill and McLaney (2021, p. 372), who argue that "financial measures alone will not provide managers with sufficient information to manage a business effectively. Non-financial measures are also needed to help gain a deeper understanding of the business." Similarly, Drury (2018, p. 560) notes that product quality, delivery reliability, after-sales service and customer satisfaction became key competitive variables, none of which are adequately captured by traditional financial accounting measures alone. The following five KPIs represent critical pillars of Unilever's performance management system.
Table 4: Unilever Key Performance Indicators — Balanced Scorecard Framework (FY 2023)
	KPI
	2023 Performance
	Target
	Type
	BSC Perspective

	Underlying Sales Growth (USG)
	5.4%
	6–8%
	Financial
	Financial

	Underlying Operating Margin
	18.4%
	>20% by 2025
	Financial
	Financial

	Return on Invested Capital (ROIC)
	16.8%
	>WACC (~7%)
	Financial
	Financial

	Sustainable Sourcing %
	76%
	100% by 2030
	Non-Financial
	Internal Process

	Employee Engagement Score
	78%
	Top Quartile
	Non-Financial
	Learning & Growth


Source: Unilever Annual Report 2023 | Drury (2018) | Atrill & McLaney (2021)
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4.2 Strategic Decisions Based on Performance Data
Unilever's strategic decisions demonstrate sophisticated integration of management accounting information with broader business intelligence. Portfolio Rationalisation: Analysis revealed that 30 brands generated 75% of growth while others destroyed value, driving divestment of underperforming brands (spreads, tea brands) and strategic acquisition of prestige beauty brands like Paula's Choice (Unilever, 2024). This reflects Atrill (2017, p. 83)'s assertion that financial ratios "provide a quick and relatively simple means of assessing the financial health of a business."
Pricing Strategy: In response to unprecedented commodity inflation, price elasticity models informed 9.8% average price increases, balancing margin maintenance against predicted 3–4% volume declines. Drury (2018, p. 231) confirms that "cost information is also of vital importance to price takers in deciding on the output and mix of products and services." 
Sustainability Investment: Despite short-term margin pressure, Unilever's €1 billion commitment to net-zero by 2039 integrated non-financial KPIs with long-term financial analysis, demonstrating that sustainability leadership enhances brand premium, reduces regulatory risks, and protects shareholder value (Unilever, 2024). As Brealey et al. (2023, p. 869) argue, coherent long-term financial plans require "an understanding of how the firm can generate superior returns by its choice of industry and by the way that it positions itself within that industry."


5. Sustainability and Ethical Considerations
5.1 Integration of Sustainability into Financial Decision-Making
 	'Compass Strategy’ positions sustainable growth as fundamental to business success rather than a peripheral concern (Unilever, 2024). 
Capital budgeting decisions incorporate sustainability-adjusted discount rates, where projects contributing to carbon reduction or circular economy objectives receive preferential hurdle rates. Performance-based compensation for senior management explicitly includes sustainability KPIs, with approximately 25% of executive variable compensation linked to achieving targets in carbon reduction, sustainable sourcing, and plastic waste reduction (Unilever, 2024). As Drury (2018, p. 629) argues, the principle of sustainability requires that companies should operate in ways that secure long-term economic performance by avoiding short-term behaviour that is socially detrimental or environmentally wasteful.
The integration of ESG metrics into financial decision-making is supported by Atrill and McLaney (2021, p. 33), who present evidence of "a link between high ethical standards and superior financial performance." Unilever's Compass Strategy directly embodies this principle (Unilever, 2024). Investor pressure has reinforced this integration; as Weetman (2019, p. 420) notes, "investors are increasingly asking questions about the corporate social responsibility of the companies in which they invest."
5.2 Ethical Considerations in Cost Management and Pricing
Unilever faces complex ethical dilemmas in cost management and pricing, particularly when balancing shareholder returns against stakeholder welfare. 
In cost management, Unilever adheres to its Responsible Business Policy, which prohibits cost reduction strategies that compromise worker safety, environmental protection, or product quality. Atrill (2019, p. 16) provides the ethical framework for such decisions: "when considering a particular course of action, managers should therefore ask themselves whether it conforms to accepted moral standards, whether it treats people unfairly and whether it has the potential for harm." Procurement decisions incorporate total cost of ownership (TCO) analysis that includes supplier labour practices and environmental performance, even when this results in higher unit costs. The company's ethical framework also addresses transfer pricing in international operations, with Unilever committing to transparent, arm's-length transfer pricing aligned with OECD guidelines (OECD, 2017). As Atrill and McLaney (2021, p. 21) assert, management accountants "should act with integrity and should avoid conflicts of interest... High standards of reporting are essential in gaining trust."


6. Conclusion and Recommendations
6.1 Summary of Key Findings
This comprehensive analysis reveals several critical findings:
Cost Analysis: Unilever's cost framework effectively categorises fixed and variable costs, enabling contribution margin analysis that informs portfolio optimisation and strategic pricing decisions.
Budgeting and Planning: The analysis of year-on-year operating expense changes clearly distinguishes between management-driven efficiency gains totalling over €1.5 billion and external macroeconomic cost pressures totalling approximately €4.4 billion.
Performance Measurement: Unilever's balanced scorecard integrates financial KPIs with non-financial metrics, supporting holistic decision-making aligned with the Compass Strategy.
Sustainability Integration: Unilever exemplifies how management accounting transcends traditional cost control to become a strategic enabler of sustainable value creation.
6.2 Strategic Recommendations
Recommendation 1: Enhance Predictive Analytics Capabilities. Integrating real-time market data with management accounting systems would enable more agile decision-making and reduce variance between budgeted and actual performance, as Bhimani and Willcocks (2014) showed.
Recommendation 2: Expand Activity-Based Costing to Digital Channels. As e-commerce represents a growing revenue share (15% in 2023), Unilever should extend activity-based costing methodologies specifically to digital channels to understand true profitability, as Cooper and Kaplan (1988) emphasized. 
Recommendation 3: Develop an Integrated Sustainability Reporting Dashboard. While Unilever leads in sustainability disclosure, creating an integrated management accounting dashboard displaying financial and sustainability metrics simultaneously would further enhance decision quality, as Eccles and Serafeim (2013) suggested. 
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