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CAS UNILEVER1 
 

0. Introduction 

Unilever is a multinational corporation acting as a dual-listed company divided in 

Unilever PLC, which is based in London, and Unilever N.V., which is based in 

Rotterdam. Nowadays, Unilever counts with more than 400 brands and it is present all 

around the world aiming to achieve their main goal – “to make sustainable living 

commonplace”.  

 

1. History 

Firstly, in 1872, Jurgens and Van den Bergh built some margarine factories in Holland. 

They expanded themselves to Germany in 1888. During the first decade of the 20th 

century they signed a deal to share profits, starting a few years later to buy small 

companies, controlling each one seven factories all over Germany. They ended up 

creating Margarine Uni together. 

 

Secondly, around 1884, Lever & Co-founder created a new product that changed the 

way in which hygiene was seen. By 1887 the company was producing 450 soap tones a 

week. Seven years later the company went public, expanding afterwards to Europe, 

America and the British colonies. In 1906 the company had a prosperous export 

business as well as three factories in Europe and one in Canada, Australia and USA. In 

the 1910’s decade, Lever Brothers started acquiring companies all over the glove such 

as WB Maclver Ltd in Africa. 

 

As a result, the 2nd of September of 1929 Unilever was finally founded when 

Margarine Unie and Lever brothers signed a deal to create this new company. After the 

WWII, Unilever local businesses acted independently focusing on local markets. The 

                                                 
1
 Case written by Esperança Lladó, Pablo Lara, Silvia Civera, Javier Gracia and Pablo Vitoria under the 

supervision and recommendation of the Professor Oriol Amat. Universitat Pompeu Fabra, 2018. 
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40’s decade stands out for the big global expansion in the food industry, however, 

Unilever was banned from East Europe and China due to the social-political context.  

In the 70’s, Unilever entered the meat industry buying Zwanenberg’s en Oss, later 

known as UVG. Continuing, that way, with its big diversification plan that characterizes 

this company. In 1978, with the objective of gaining presence in the US, it bought 

National Starch, an adhesives and chemicals leader. At the beginning of the 80’s, 

Unilever was the 26th biggest company all over the world. As a highlight of the decade, 

we can find the acquisition of Calvin Klein or Magnum. 

 

In 2008, coinciding with the financial crisis, the firm sold a few companies from North 

America or Ivory Coast. One year later, Paul Polman took over the company and he 

continued with the plan of producing social and environmentally responsible. 

Nowadays, sustainable production is one of the focus of the company, starting a plan 

that helps more than a thousand million people to improve their wellbeing as well as 

reducing by half the environmental impact due to Unilever products’ use. 

 

Shown below (see Figure 1) there is a summary of the most important years for the 

company.  

1872 Jurgens and Van den Bergh build some margarine factories in Holland 

1884 Lever & Co foundation 

1929 Margarine Unie and Lever brothers sign a deal to create Unilever 

1940s Unilever was banned from East Europe and China due to the social-

political context. 

1970s Entrance in the meat industry and US expansion 

1970-2008 The company continues diversification, buying some leader companies 

like Calvin Klein or Magnum  

2008 Financial crisis starts, and the firm sells a few companies in North 

America or Ivory Coast 

2008 - Paul Polman takes over the company and focuses on sustainable 
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nowadays production 

Figure 1. Important dates for the company (Source: Unilever. 10/2018) 

 

2. Industry analysis and competitors  

Unilever is a diversified goods company which is included in the Fast-Moving 

Consumer Goods (hereafter FMCG) industry. FMCG are products that are sold very 

quick and at a relatively low cost, used on the daily basis and for private consumption, 

such as personal care products, food and beverages, household products or over-the-

counter drugs. FMCG industry, also called Consumer Packaged Goods (CPG) industry, 

deals mainly with production, distribution, sales, operations, financing, purchases, 

supply chain, marketing and general management.  

 

This industry is present in both developed and developing countries and most of the 

population consume its products regularly, which are small-scale consumer purchases.  

The profit margin on single FMCG sales is low due to the usual low cost of these 

products, but, because of their short shelf lives and the high volume of sales, this 

industry is one of the most important in the world.  

 

The marketplace for FMCG is very big and includes some of the largest multinationals 

such as Nestlé AG, Procter & Gamble, PepsiCo, Unilever, AB-InBev, JBS, Tyson 

Foods, Coca-Cola Company, L’Oréal, Philip Morris International, Danone, etc.  

 

The FMCG industry is one of the most competitive in the market and companies are 

constantly innovating in order to gain comparative advantage and place themselves in 

an outstanding position within the market, being the first choice for consumers. As 

shown below (see figure 2), the leading companies of the FMCG industry are Nestlé, 

Procter & Gamble (P&G), Unilever, PepsiCo and Coca-Cola Company. All of them are 

present at an international level and their strategy goes through consumer needs 

research and loyalty development, paying special attention on country-specific 

requirements regarding packaging and labeling.  
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Figure 2. Competitors in the FMCG in 2017, based on net sales (in million U.S. dollars). 

(Source: Statista 10/2018) 

 

In the previous ranking we can see the top FMCG companies in 2017, based on net 

sales, in which Unilever ranked the fourth worldwide largest company in FMCG 

industry, with 60.53 billion U.S. dollars of net sales.  

 

2.1. Products  

Unilever has a really diversified portfolio of products with more than 400 brands. These 

products can be mainly found under three main industries. These industries are Personal 

Care, Foods and Refreshment (beverages and ice cream) and Home Care:  

 Personal Care is the most important industry for Unilever. In 2017, according to 

Unilever's Annual report, this industry generated turnover of €20.7 billion, 

which accounted for 39% of Unilever’s turnover and 46% of their operating 

profit. We can clearly state that Personal care is the most important industry in 

which the company operates.  Under this category there are five highlighted 

brands that are Axe, Dove, Lux, Rexona and Sunsilk, as well as four highlighted 

markets being the US, India, Brazil and Indonesia.  

 Foods and Refreshments were separated categories until January 1st, when they 

were combined as one. Foods generated 26% of the operating profit in 2017, 

while Refreshments did just 15% of it. Under these new combined categories 

there are brands such as Knorr, Hellman's, Magnum and Lipton.  

 Home care represented 13% of the operating profit of the company in 2017. The 

most important two brands filed under this category are Dirt is Good and Surf.  
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2.2 Swot 

2.2.1. Strength  

 USLP (Unilever Sustainable Living Plan). Unilever is aware of the increasing 

sustainability demanded by consumers. The company has three main goals: 

improving health and well being, reducing environmental impact and enhancing 

livelihoods (equality in the workplace). For these targets to be met Unilever is 

integrating into their day-to-day business initiatives such as waste reduction, use 

of renewable energy, etc.  In 2016, eighteen of their top brands like Ben & 

Jerry’s or Dove followed the USLP. These brands grew 50% faster than the 

other brands. They also produced more than a 60% of the total growth. 

 Multiplicity of channels. According to Unilever’s annual report of 2017: 

“Unilever counts with ten different channels: hyper and supermarkets, e-

commerce, out of home, drug stores, small stores, discounters, Food Solutions, 

Unilever International, prestige channel and global retail”. Consumers globally 

are really fragmented relating the channels in which they acquire the products, 

therefore, the company counts with a strong position in this aspect reaching to 

2.5 billion consumers every day.  

 Value creation model: Knowing the fast-changing preferences of the consumers, 

Unilever follows periodic marketing and R&D tasks working with more than 25 

People data Centers. Although the company is spending €900 million annually, 

these tasks provide a strong value creation model helped by advertisement and 

global presence.  

 Strong growth of the shareholder’s returns. In the last three years these returns 

have grown a 49%.  

 Important diversification not only in products but also in markets. Its product 

portfolio has significantly increased through years of mergers and acquisitions, 

having powerful brands in the consumer market. Presence in more than 190 

countries with great importance of emerging markets (making 58% of the 

turnover), and a talent pool of local management – over 70% of our leaders are 

local. 
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2.2.2. Weaknesses:  

 High dependence on suppliers. Most Unilever products depend on the materials 

purchased to their suppliers. The cost of the company’s products is much 

affected by the materials and commodities used to produce them. High 

dependence on suppliers is never good due to the possible loss of negotiation 

power. In addition, possible problems that might cut the supply chain will create 

a real problem to the production cycle. Even though in the industries that the 

company performs there are many suppliers, the specific knowledge of the 

actual suppliers makes it costly for the company to change them.  

 Only presence in the consumer market. Even though Unilever is really 

diversified in the consumer market it does not count with products outside these 

industries having a lot of dependence in consumers.  

 Products easy to imitate. There are many companies which create the same 

products as Unilever, such as P&G, the closer competitor of the company.  

 

2.2.3. Opportunities:  

 Opportunities to innovate. As society and trends change fast, Unilever has the 

opportunity to make the products that the society is looking for as the company 

follows carefully consumer’s behaviors and R&D tasks. Their goal is to 

innovate while winning the trust of consumers and following their environment 

sustainable plan. An example of how the company uses these opportunities is 

the range of vegan and vegetarian products that Unilever has included in the 

recent years.  

 Increase in the global market for personal care products. Substantial growth and 

expectations to keep growing in the men’s grooming market. This fact states a 

huge growth of the main industry for Unilever.  

 Emerging markets. These markets already constitute a 58% of Unilever's 

turnover. As the growth of those countries is now exponential, the increase in 

disposable income of their inhabitants will mean higher sales in those countries.  

 Business diversification outside the consumer market. Entering other markets 

and industries (as it can be B2B products) will decrease more the risks that 

Unilever faces.  
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2.2.4. Threats:  

 Even though Unilever counts with the USLP, consumers now demand more 

transparency and ethicality than ever. The company must be very careful in 

assuring and complying with the Code of Business Principles.  

 Economic and political instability. As the company operates all around the 

world it is exposed to numerous different economic and political systems, many 

of them unstable. Any adverse economic conditions or political crisis will affect 

the sales of their product in those countries. As mentioned before, the 

importance of the emerging market is a great opportunity for Unilever, however 

it also means a high political and economic instability. An example of this threat 

is the market in Brazil, that since consumers are suffering economic problems 

they are spending less. 

Moreover, Brexit is nowadays one of the main political challenges that the 

company has to face. Recently, they announced their intention to move 

completely their headquarters based in London to Rotterdam, thus ending its 

dual Anglo-Dutch structure. Nonetheless, on the 5th November, they have 

announced that, for now, this plan has been cancelled.  

 Brand importance. Their consumers are tied to their brands so a failure of 

delivering quality will mean a loss of trust.  

 

2.3. Sales evolution of the company 

Unilever is one of the top worldwide FMCG companies; its performance within the 

market have been improving over the years (see Figure 3) and the company has a 

promising future within the industry. Despite its increasing trend, 2014 was not the best 

year for the consumer goods giant; underlying sales grew up 2.9% but turnover declined 

2.7% to €48.4 billion (€49.7 billion in 2013), including a negative currency impact of 

4.6%.  

 

In 2015, the turnover of Unilever grew by 10%, positioning at €53.3 billion. Emerging 

markets represented 58% of total turnover, which was 57% in 2014, with growth in 

sales of 7.1% (5.7% in 2014). 
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In 2016, the company had a generating turnover of €52.7 billion, in a strongly 

competitive market place. In 2017 there was a continuation of this trend and underlying 

sales grew 3.5%, supported by high levels of brand and marketing investment. That 

same year, two-thirds of the savings generated, which was more than €2 billion were re-

invested in the company. 

 

Unilever had a significant increase in sales in the fourth quarter of 2018 due to a strong 

performance in emerging markets. Unilever was boosted by a 6.3% increase in 

emerging markets sales and beat expectations mainly with brands such as Knorr, Bango 

and Pot Noodle.  

 

In 2018 we are observing a change in the sales strategy of the top FMCG companies 

such as Procter & Gamble (P&G), Unilever and Nestlé which are now shifting strategy 

and upping prices, with the aim of increase revenues due to improving economic 

conditions. In order to do so, these companies are focusing on innovation. 

 

Price rising strategy helped both Unilever and Nestlé boost underlying sales by 3.8% 

and 2.8%, respectively. P&G, meanwhile, had its strongest quarter in five years with 

organic sales up 4%.  

 

General and global conditions for the fast-moving consumer goods (FMCG) industry 

have been positive during the second-quarter of 2018. Although the FMCG market is 

highly promising for the near future, we can find some differences along countries and 

regions. In some markets, GDP growth continued to slow in the second quarter of 2018, 

as is the case of the Western Europe’s largest economies; and in other markets, as Asia, 

GDP increased across all markets with a strong economic growth. In Latin America, 

where economic conditions have been unsteadied in recent quarters, GDP grew nearly 

2%. 
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Figure 3. Revenue of the Unilever Group worldwide from 2007 to 2017 (in million euros). 

(Source: Statista, 10/2018) 

 

3. Present situation of the company 

As mentioned before, Unilever is a dual-listed company that consists of two main 

business: Unilever PLC, based in London, and Unilever N.V., based in Rotterdam. The 

two of them operate as a single business, having a common board of directors. 

However, the company doubted in March of 2018 about ending its dual Anglo-Dutch 

structure because of the “Brexit” (Great Britain’s decision to leave the European 

Union). Nonetheless, on the 5th of November, the company has announced that, for 

now, the plan has been cancelled. The chairman stated that the reason of withdrawal of 

moving from London was due to the negative support of its shareholders.  

 

3.1. Future of the market: Future development of products and services 

The company Unilever is organized into three main divisions: (1) Personal care, (2) 

Home care, (3) Food and Refreshment (mainly beverages).  

 

Since 2005, when the new CEO - Paul Polman - arrived, the company shifted its focus 

away from foods brands towards health and beauty brands, as they generate greater 

profits.   
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Unilever claims that their main purpose is to “make sustainable living commonplace”, 

thus sustainable growth is their focus now. In order to achieve this purpose, the 

company has the aim of tackling 17 of world’s most urgent challenges, among the ones 

we find: the increasing gap between rich and poor, global warming, unstable markets, 

etc. For this reason, they have developed the Business & Sustainable Development 

Commission, who is in charge of the Sustainable Development Goals (SDGs). 

Unilever’s focus is on science, technology and product development, in order to 

continue growing through expanding their products while having a positive impact on 

the environment and society. 

 

3.2. Advertisement and distribution channels  

Unilever’s largest international competitors are Nestlé and Procter&Gamble. In order to 

face them, Unilever has been ultimately searching for new countries to introduce their 

products. As stated before, in the last term the company achieved a great part of the 

turnover in emerging markets.  

 

Furthermore, Unilever is one of the biggest media buyers, investing billions in 

advertising and promotion. It is very important for the company to be able to influence 

customers’ purchasing decisions, as social media offer new ways for customers to find 

latest products and compare them with those of the competitors. In relation to this 

operational aspect, in 2016 the company launched an initiative to show not stereotyped 

portrayals of people in advertising. 

 

3.3. Key success factors 

When it comes to key success factors of the firm, we can find the ones already stated in 

the SWOT analysis. However, there are also financial success factors.  

On the one hand, we find financial performance indicators.  

 Increasing sales, with growth in all four divisions of the industry.  

 Both return on investment (ROI) and return on equity (ROE) are high, which 

means the company has a high profitability.  

 

On the other hand, non-financial performance indicators play also a big role for the 

sustainable growth of a company. Nowadays, Unilever is driving a positive change and 
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sustainable growth plan through their business, with the aim of improving the way the 

world does business. In order to increase their social impact, they have developed the 

‘Unilever Sustainable Living Plan’ following the UN Sustainable Development Goals. 

Their plan has three main goals:  

1. Improve health and well-being for more than 1 billion (plan aimed to be 

accomplished in 2020). 

2. Reducing environmental impact by half. This plan is set until 2030, and its main 

concernings are: greenhouse gases, water use, waste & packaging and 

sustainable sourcing.  

3. Enhance livelihoods for millions (fairness in the workplace, opportunities for 

women...), by 2020. 

 

All in all, Unilever is trying to expand their social, environmental and economic 

performance. Until now, they have increased their sales, have a strong performance in 

emerging markets and are ahead of innovation. 

 

Moreover, one of the key success factors of the firm is their diversification policy: 

nowadays, they are working on a wide portfolio of projects, combining the search for 

breakthrough technologies, which can make a big impact, with the constant drive to face 

new demands, face competitors, get into new markets; all these without forgetting their 

main goal, that is, making their products more sustainable. In order to get deeper with 

their ambition of making a positive impact on the world, they are searching for 

partnerships with scientists, academic institutions, suppliers and working closely with 

universities. 

 

Since Unilever aims at growing by continuously expanding their products, they have 

built up six main R&D centers in the US, UK, Netherlands, India and China. From the 

accounts, we know that they invest around €1 billion in R&D each year. 

 

4. Holistic view  

Before analysis the financial statements of the company it is important to highlight that 

in the past year Unilever has been under a big purchase of estate shares which amounts 

5,014 million euros, therefore we expect the cash flow from financing activities in 2017 

to be negative. Since, in pasts years there was no investment in shares, it makes a huge 
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difference. The importance of this is that we can foresee an intention of Unilever to 

growth and expand. 

 

To understand the present situation of the company it is also important to analyze the 

future perspectives of the firm. The core business strategy of Unilever is to increase 

their returns from emerging markets, since these markets have experienced recently an 

increase in buying power. Nowadays, an important percentage of their total sales, 

around 57 % are gained through developing countries. Compared with the others 

emerging markets in which Unilever has presence, India is the country that provides 

them with higher revenues. So now the company is trying to discover how to introduce 

these brands that are having great success in India to other countries in emerging 

markets, as Asia or Africa. 

 

Moreover, even though it is stated along the paper that the CEO of Unilever is Paul 

Polman. It has been stated this past 29
th

 of November that starting in January of 2019 

Paul Polman will retire and Alan Jope - who was running Unilever’s China operations - 

will succeed him as chief executive officer. Paul Polman would be supervising the new 

CEO until summer of the following year. 

 

5. Questions 

You are asked to answer the following:  

1. Prepare a qualitative analysis of Unilever including its main strengths and 

weaknesses.  

2. Compute a Working Capital Analysis.  

3. Prepare a quantitative analysis of Unilever using the analysis of the balance 

sheet, income statement and cash flow statement from 2013 to 2017. 

4. Does Unilever have capacity to grow?   

5. Calculate the Z score developed by the UPF from 2003 to 2017. Could they 

have foreseen the insolvency of the company? In 2005, would you have 

recommended the investor to buy Unilever with debt?   

6. Prepare a Cause & Effect Diagram   

7. Prepare recommendations for the company and prove their effectiveness.
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6. Appendix: Financial statements 
2
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Table 1: Balance Sheet from 2013 to 2017 (in thousand €). (Source: Amadeus Database). 

                                                 
2
 As Unilever performs in many different industries and it competes against many different international companies that might have different standards, it is better to 

compare Unilever’s financial performance against its main competitor which is Procter & Gambler, as it has same similar products and it acts in similar markets. 
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Table 2. Income Statement from 2013 to 2017 (in thousand €). (Source: Amadeus Database).  
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Table 3. Cash Flow Statement from 2013 to 2017 (in million €). (Source: Unilever 11/2018) 
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Table 4. Comparison of the ratios with the main competitor (2013-2017) 
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Proposed answers to the questions:  

1. Prepare a qualitative analysis of Unilever including its main 

strengths and weaknesses. 

In order to analyze the qualitative aspects of the company, a who-what- how analysis is 

useful, computed in figure 4 (see below). 

Figure 4. Qualitative analysis (Who, What, How) and study of strengths and weaknesses of Unilever. 

(Source: Unilever Annual Report / Unilever Communications, 10/2018) 
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2. Compute a working capital analysis.  

In order to analyze the working capital of Unilever it is not enough to compute the real 

working capital, instead, this indicator should be compared with the working capital 

needs. By computing the difference between both we can find out whether the company 

is running on a surplus or on a deficit in working capital.  

 

On the one hand, the real working capital is the difference between current assets and 

current liabilities found in the balance sheet.  

 

On the other hand, the working capital needs is understood as the working capital the 

company needs in order not to have liquidity problems. We find it by subtracting from 

the operating current assets (inventories, trade debtors, receivables and minimum cash
3
) 

the operating current liabilities (trade creditors, debt on taxes and Social Security and 

other trading debts).  

 

Both indicators are shown in figure 5 (see below).  

 

 

Figure 5. Real and needed working capital 2013 – 2017 (source: data from Appendix) 

Unilever has been running on a deficit for the last 5 years (see figure 6). 

 

As we can see, Unilever is running a working capital deficit. This deficit is indicating a 

problem of liquidity. This is an issue the company should take care in the short term, 

                                                 
3
 Minimum cash is computed as a 7.5% of the current liabilities amount shown in the balance 

sheet.  
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since it is affecting the business currently. The evolution of the working capital deficit is 

shown below (see figure 6).  

 

 

Figure 6. Working capital deficit 2013-2017 (source: data from Appendix). 
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3. Prepare a quantitative analysis of Unilever using the analysis of the 

balance sheet, income statement and cash flow statement from 2013 to 

2017. 

The quantitative analysis can be done by identifying the company’s main financial 

strengths and weaknesses (see figure 5). 

 

Figure 5. Financial strengths and weaknesses of the company. (Source: interpretation from authors) 
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4. Does Unilever have capacity to grow?   

To analyze the capacity that a company has to grow it is important to know which the 

capacity is the company has to grow without increasing equity. This is known as the 

self-growth of a company. In other words, the potential growth of a company originated 

only by their generated income and maintaining a constant debt level.  

 

We can analyze the sustainable growth rate by using the Higgins Model (see equation 

1).  

 

                         
               

                 
 where: 

 M = net profit / sales
4
 

 D = dividends / net profit 

 L = debt / equity 

 A = assets / sales 
 

Equation 1. Self-sustained growth. Higgins Model. (Source: Higgins, R. “How much 

growth can a firm afford”, Financial Management 6 (3), p. 7-16, 1977.) 

 

The data for those ratios (see table 6) can be calculated from the Balance sheet and the 

Income statement (see table 5).  

5
 Table 5. Necessary information to calculate the ratios. (Source: Balance Sheet from the appendix). 

 

                                                 
4
 As there is no information about the sales of the company, in order to compute the ratios of net 

profit/sales and assets/sales the turnover will be used instead.  
5 

Dividends not showed since the dividend/net profit ratio was already calculated before.  
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Table 6. Necessary ratios to compute the self-sustained growth formula. (Source: ratios from the 

appendix) 

 

The sustainable growth rate for each year can be computed using the formula (see table 

7).  

 

Table 7. Possible growth rate for each year. (Source: own creation using the data shown above). 

The possible growth for Unilever is really high and it has increased overtime since the 

debt is also increasing. Therefore, the trend fir the last two years seems to be increasing 

(see figure 6). 

Figure 8. Sustainable growth rate of Unilever computed with Higgins Model. (Source: table 7). 
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5. Calculate the Z score developed by the UPF from 2003 to 2017. 

Could they have foreseen the insolvency of the company? In 2005, 

would you have recommended the investor to buy Unilever with debt? 

The Z score is a multi-dimensional tool that allows us to assess the risk of default of a 

company. There have been developed many multidivisional Z-scores throughout the 

years, however, we are going to use the one developed by a UPF study
6
. It is done by 

computing a formula in which we use 4 ratios weighted differently. The UPF Z-score 

uses the liquidity ratio, equity/total assets, ROI and ROE (see equation 2). This Z-score 

is characterized by distinguishing the risk of default, when the result of the Z-score is a 

number below 0, the company will have a high probability of facing a default situation, 

on the other hand, if the result is greater than 0, the company will have a high 

probability of having a good solvency position. 

 

The formula developed by UPF is the following: 

-3,9 + 1,28 x1+ 6,1 x2+ 6,5 x3+ 4,8 x4 

   = Current Assets / Current Liabilities 

    = Equity / Assets 

    = Net Profit / Assets 

    = Net Profit / Equity 
  

 

Equation 2. Z-Score by the UPF study. (Source: shown below at the note). 

The results of the application of this multidivisional tool is shown below (see Table 8). 

 

Table 8. Data and results  of the application of the UPF Z-score for Unilever and its main competitor 

(P&G). 

                                                 
6 Amat, O., Manini, R. and Antón, M. (2016): Credit Concession through- redit scoring. Analysis and 

application proposal, Intangible Capital.  
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According to these results, Unilever is in a good position relating risk of default in 2017 

as the result is 1.6952 which is a strictly positive number. If we analyze the result over 

the last years, we see how from 2013 to 2014 there was a decrease in the result, which 

has a sharper drop the year after. It was also followed by a third drop in 2016, however 

we can see how it recovered in 2017 even though it is not yet at the level of 2013 which 

was 1.8089. 

 

Comparing the company’s results to the one of their competitor, it is important to 

highlight that relating to risk of default the Z-score analysis predicts that Unilever has a 

slightly higher risk than its direct competitor, this might indicate that the competitor’s 

financial position might be a better one.   

 

All in all, the Z score developed by UPF shows that the company has a high probability 

of good solvency.  
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6. Prepare a Cause & Effect Diagram   

 

Figure 7. Cause and effect diagram of Unilever Finances. (Source: own creation) 
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7. Prepare recommendations for the company and prove their 

effectiveness.  

After analyzing the 2017 financial statements of Unilever and performing a quantitative 

analysis the main problems the company is facing and the ones that should be redeem 

are the low liquidity and the high indebtedness.  

 

In order to address these issues, the company should follow the recommendation to 

increase capital for 10 thousand million euros since by doing this, various problems 

would be fix. This increase in capital should be used to liquidate short-term debts.  

 

Indeed, it will be useful to diminish short-term loans by 5 thousand million euros and to 

diminish accounts payable by another 5 million euros. Thus, the company will lower its 

current liabilities which were substantially higher previously (see table 8).  

Table 9. Demonstration in Balance Sheet (In thousand euros). (Source: own creation using data from the 

Balance Sheet in the appendix). 
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In the following figure (table 10), we show how the changes recommended shift some 

ratios. 

Table 10. Demonstration in ratios. (Source: own creation). 

 

Starting from the bottom, equity/assets improves from 0.248 to 0.42 which is the ideal 

value for this ratio and very close to the one from the main competitor. As a result, ROE 

will decrease, however this is not a problem as we see that we are like our competitor, 

and the previous ROE was just a result of having a really low equity that was a problem 

indeed. 

 

Lastly, in order to make sure the liquidity problems are solved, we see how our 

recommendations change the liquidity ratio from 0.73 to 1.28, which is not still at the 

ideal value of 1.50. However, we should not take this value as ideal in this case as the 

characteristics of Unilever which is a consumer goods company make this ratio lower 

due to the repayment terms of this kind of industry. In this case the 1.28 of the ratio is 

0.4 higher than the competitor’s, which can give a glimpse of how the company is better 

off after following the recommendations.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


