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Executive Summary 

Strategic financial management primarily emphasizes detailed planning for allocating and 

administering financial resources for an organization to accomplish its objectives. It includes a 

business concern and returns revolving around providing shareholders with the greatest possible 

long-term value. This paper involves my research on evaluating the success of Samsung PLC to 

understand its strategic financial management chaired by Pietro Yon, a local businessman. The 

study will use financial data and other capital resources to understand how to maintain and 

improve the company's success. My first task will cover Samsung PLC's Financial Data and 

Strategic Decision Making; the second task will be an interpretation of the financial statements 

of Samsung PLC. I will also discuss the impact of 'creative accounting' techniques when making 

strategic decisions and cover the drawbacks of using ratio analysis as a tool for strategic 

decision-making and the significance of cash flow management when assessing capital 

expenditure requests. My final tasks will be to prepare a capital expenditure appraisal and 

analyze how the business plan will affect the organization's long-term goals and objectives in 

light of its potential implementation. 
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Task 1 – Financial Data and Strategic Decision Making 

Evaluation of the Sources of Financial Data 

Samsung PLC's financial information can be found in its financial statements. The 

primary three records are the income statement, the balance sheet, and the cash flow statement. 

The company's profit and loss can be determined from the company's income statement, which is 

a record of the company's sales and expenses (Štangová and Víghová, 2016, p. 287). Therefore, 

Samsung's profitability can be deduced from the income statement. Štangová and Víghová 

(2016, p. 287) state that the balance sheet includes information regarding the assets owned by the 

company, the liabilities incurred by the company, as well as the equity that the company's 

shareholders hold. Therefore, the balance sheet helps understand the company's current financial 

status. Lastly, the cash flow statement gives extensive information regarding how the company 

manages its cash resources. Managing an optimal level of cash is essential to avoid problems 

with solvency and liquidity and carry out day-to-day activities, which is why cash flow is so 

crucial. 

Financial Data and Information for Business Strategy 

​ Collecting and analyzing financial data and information can assist Samsung in making 

decisions. The income statement is where information about the company's profitability may be 

found, offering information regarding the company's success for various periods (Ateboh-Briggs, 

2013, p. 88). Understanding the success of the company over time can be accomplished by 

performing an analysis of the income statement for multiple years. The costs of overhead, stock 

holding, depreciation, and other expenses, as well as information on these and additional costs, 

can provide insight into how to boost profitability. For example, the decline in profitability may 

be attributable to increased expenses associated with owning shares. The income statement will 
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be able to reveal this information. As a result, the choice at the strategic level could be to 

implement just-in-time inventory control to cut down on the expense of retaining stock 

(Abdel-Maksoud et al., 2015). Similarly, the data from Samsung's income statement can be 

compared with other businesses' data to understand the competition better. As a result, the 

income statement can serve as a tool for inter- and intra-company monitoring (Ateboh-Briggs, 

2013, p. 88). Similarly, the balance sheet offers yet another essential information regarding the 

company's financial position. When expanding or winding down its business activities, Samsung 

might benefit from knowing about its assets and liabilities. Therefore, the balance sheet gives 

information regarding the best time to buy new assets for an organization to continue earning the 

same amount or increase. 

Analysis of the Risks related to Financial Business Decisions 

Risk is an inevitable part of any new commercial endeavour, and efficient risk 

management is essential to running a successful firm (Park, 201, p174). As a result, for Samsung 

to maintain its current level of competitiveness, the administration will need to alter the stages of 

the risk regulator due to the dynamic nature of the current marketplace. The company can face 

market risk, which involves adverse effects resulting from changes in the market conditions in 

which it competes for customers and clients. Companies that have been successful and 

experienced significant revenue growth have been those who have been able to successfully 

establish the significant differences necessary to appear as a linked expenditure population 

(Štangová and Víghová (2016, p. 287). A company's exposure to risk when extending credit to 

customers is referred to as credit risk. It may also refer to the credit risk that the company has 

with its dealers. When Samsung offers its customers' financing options for purchases, it is taking 

a financial risk because there is always a chance that the customer will not be able to pay for the 
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item later. Liquidity risk covers asset liquidity and working capital liquidity risk. Asset liquidity 

refers to the relative ease with which a company can convert its assets into cash if there is an 

unforeseen and significant demand for additional cash flow. Through its actual asset 

management, Samsung has reduced the risk associated with its lack of liquid assets.​  

Methods applicable for appraising strategic capital expenditure projects and strategic 

direction 

Consonance is one way that Samsung can employ for the evaluation of strategic capital 

expenditure projects and the establishment of strategic direction. To implement this technique 

properly, planners at Samsung will need to examine whole sets of market trends and then split 

those trends into individual trends. In this situation, a strategy must imply an adaptive reaction to 

the external environment in which Samsung operates and the significant changes in that 

environment. The second strategy involves maintaining uniformity across all the teams and units 

that make up Samsung Company, starting at the very top. It is the responsibility of the 

shareholders to determine whether or not the internal goals of profit maximization approaches 

are linked with the outward aims of the company to ensure the initiatives' viability. For instance, 

the sales and marketing departments must collaborate closely to succeed. The marketing team 

needs to adopt suggestions from the sales department, which should be driven by excellent 

communication to grasp the most productive project that can be carried out after conducting 

thorough market research. The unexpected growth following Samsung's expansion due to 

increasing demand might not arise if the company embraces the concept of efficient 

communication.  
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Task 2 – Discussion Paper 

Interpretation of the Financial Statements of Samsung 

The financial position of Samsung PLC is compared as of June 2022 and December 

2021, as shown in figure 1 obtained from (Samsung, 2022).  

Figure 1 
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The income statement for the years 2022 and 2021 are presented one after the other in 

table 1 shows that Samsung Company's revenues were USD 7,822,027,000 in December 2021, 

which increased to USD 9,010,876,000 in June 2022, contributing to a 6.05% growth. The 

adjustment resulted in a rise in gross profit, which went from $19,060,144 in 2021 to 

$22,726,092 in 2022, representing a profit increase of 19.23% (Samsung, 2022). The effect 

directly resulted from a proportional increase in selling and administrative expenses and a 

significant reduction in other non-operating expenses. The data demonstrate an improvement in 

the state of the global economy due to the decreased cost of fuel and other products (Samsung, 

2022). Comparable growth of 10.70% can be seen in Samsung's operational profits, which went 

from $26,413,442 in December 2021 to $29,240,672 in June 2022, two quarters. Compared to 

the 2021 financial year, the year 2022 two quarters saw a significant increase in profits, resulting 

in increased shareholder returns. The earnings per share (EPS) went from $126,305 in 2021 to 

$157,967 in 2022, representing a 25.07% increase in the value of stockholders' worth in 

earnings.  

Based on the balance sheet documented for these two periods, it is evident that the total 

current assets increased by 13.31%, going from $124,814,725 in 2021 to $141,429,704 in 2022, 

representing an increase from the previous year's value of $124,814,725. Cash on hand, 

short-term financial instruments, and trade receivables were the primary factors that led to this 

result (Samsung, 2022). The overall impact of higher selling and administrative expenses was 

canceled out by a considerable decrease in other non-operating expenses, which increased the 

company's profit from 2021 to 2022. From 2015 to 2016, Samsung saw a rise in the amount of 

money it made from selling electronic items. Additionally, Samsung saw a growth of 8.26% in 

its total assets, which went from a value of $242,179,521 in 2021 to a value of $262,174,324 in 
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2022. Short-term borrowings, other payables, and accrued expenses were the primary 

contributors to the 8.32% rise in total current liabilities in 2022, which drove the total current 

liabilities up from $50,502,909 in 2021 to $54,704,095 in 2022. Alternately, the total liabilities 

rose by 9.65%, going from $63,119,716 in 2021 to 69,211,291 in 2022 (Samsung, 2022). This 

indicates that long-term borrowing was reduced from 2021 levels to 2022 levels, which is a 

positive sign showing that Samsung's financial performance was strong during this period. 

Comparative analysis of Financial Data using Ratio analysis for Samsung PLC.   

Samsung PLC ratios are shown in the table below 

Figure 2 

Ratios 2021 2022 

ROCE= Earnings Before Interest 

and Taxes(Total assets-Current 

Liabilities)*100 

=26,413,442/(242,179,521-

50,502.909)*100 

=13.78% 

=29,240,672/(262,174,324-

54,704,095)*100 

=14.09% 

Gross Profit Margin=Gross 

Profit/Revenue*100 

=77,171,364/200,653,432 

=38.46% 

=81,589,030/201,866,745 

=40% 

Net Profit 

Margin=EBIT/Revenue 

=26,413,442/200,653,482 

=13.16% 

=29,240,672/201,866,745 

=14.49% 

Asset Utilization=Revenue/Total 

Assets*100 

=200,653,482/242,179,521 

=82.85% 

=201,866,745/262,174,324 

=77.00% 

Debt to Equity=Debt/Equity =63,119,716/179,059,805 

0.35 

=69,211,291/192,963,033 

=0.36 
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Fixed Asset 

Turnover=Revenue/Average 

Fixed Asset 

=200,653,482/117364,796 

=1.71 

=201,866,745/120,744,620 

=1.67 

Total Asset 

Turnover=Revenue/Average 

Total Asset 

=200,653,482/242,179,521 

=0.83 

=201,866,745/262,174,324 

=0.77 

Inventory Turnover=Cost of 

Goods Sold/Average Inventories 

=123,482,118/18,811,794 

=6.56 

=120,277,715/18,353,503 

=6.55 

 

The evaluation of ratios offers information on the pattern of Samsung's financial position 

and influences connected to measuring units for the company's overall performance 

(Abdel-Maksoud et al., 2015, p.342). The growth in profit may be seen in the table above, which 

shows that it went from 38.46% in 2021 to 40.52% in 2022. The rise in profit behaviour has a 

good impact on various metrics, including the return on capital. The return on capital employed 

in 2022 was 14.09%, an increase from 2021's figure of 13.78%. During the review period, it 

would be ideal if Samsung strengthened its position within the electronics industry. In 2022, the 

ROCE for the company stood at 14.09%, which was a figure that was greater than the average 

return on capital for the industry, which was 9.28%, as seen in figure 2 above. Despite this, the 

percentage of time assets were put to use fell from 82.85% in 2021 to 77.00% in 2022. 

​ An upward trend can be seen with the debt-to-equity ratio, which climbed from 0.35 

times in 2021 to 0.36 times in 2022, indicating that the corporation is dependent on debt. The 

degree to which a corporation puts its assets to use to generate revenue is the primary focus of 

the asset efficiency analysis. In 2022, Samsung's inventory turnover was somewhat lower than in 
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2021, coming in at 6.55 times, down from 6.56 times. This indicates that the organization's 

ability to offer products or services has declined (Abdel-Maksoud et al., 2015, p.342). Because of 

this, the government cannot afford to ignore these difficulties because they will ultimately result 

in a worse profitability index for Samsung.  

Recommendations to Samsung PLC based on Financial Analysis 

Samsung PLC needs to devise more effective strategies for increasing sales to raise the 

profitability index of the organization. As a result of a decrease in stock turnover, the executive 

agency of the company needs to engage in marketing the firm's products to increase the volume 

of sales of electronic items. In addition, the company's management needs to provide 

high-quality electronic goods to increase sales in this market. Based on the current ratio, the 

administration is responsible for ensuring that the ratio continues in an upward trend by 

decreasing dependency on short-term liabilities (Štangová and Víghová, 2016). To fulfill this 

responsibility, the management must ensure that the ratio continues to show an upward trend. On 

the other hand, the management of the company needs to continue strengthening the firm's 

liquidity by decreasing the volume of inventory that was previously held (Park, 2019, p.182). 

The effort guarantees that the progress effect is perceived in the cash ratio, which boosts the 

company's liquidity. 

Task 3 – Information Leaflet 

Impact of Creative Accounting techniques 

Businesses may resort to various creative accounting techniques to guarantee that their 

financial information is presented most pleasantly. Creative accounting exploits the gaps and 

weaknesses existing in accounting rules to cover the organization's manipulations (Ismael, 2017, 

p. 285). Any manipulation of the financial accounts in the favour of management can produce 
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misleading information, which may result in the Samsung Company and its investors making 

decisions that are not in their best interests. There is a degree of creative accounting that can 

attract investors, settle urgent obligations, boost profitability, and accomplish other goals that 

could be advantageous for the functioning of Samsung over the long term (Ismael, 2017, p. 285). 

Nevertheless, regularly using these methods may result in information failure in the long run. 

Because there is a contradiction between the standard of accounting and the ethics of accounting 

practice, the dependability of the financial statement is being called into doubt. 

Limitations of ratio analysis as a tool for strategic decision making 

Ratio analysis is obtained by extracting financial information from the statements and 

visualizing the various situations the company is in concerning profitability, efficiency, solvency, 

and liquidity. Samsung is likely to encounter problems in which it must contend with both the 

benefits of ratio analysis and its limits (Rashid, 2018, p. 110. The adoption of new accounting 

policies by the organization is not something that is taken into consideration throughout the ratio 

analysis process. Even if such accounting procedures accurately reflect the financial statements, 

once ratio analysis has been performed, they become dissimilar. Hence, a strategic approach 

cannot be built based on data that cannot be compared to one another. Data from the past are 

employed as a source for the information used in ratio analysis. Although information from the 

past can help lay out trends for the organisation, it is not guaranteed that these measures are 

dependable enough to accurately represent the organisation's future performance to ensure 

effective strategic decision making. 

Importance of cash flow management 

The cash capital outlays are helpful for budgeting since they group the capital 

expenditures into acquisition and maintenance costs. The costs associated with maintaining 
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Samsung include operational licensing fees, the cost of maintenance, the cost of an annual lease, 

and other enormous charges. On the other hand, the acquisition costs include the upfront 

expenditures of any initial capital commitments. This information is used to plan expenses 

according to the timing of cash inflow, followed by the subsequent cash inflow. The cash flow 

assists in competitive advantage by procuring equipment that streamlines processes and 

decreases the overall cost of manufacturing (Noor and Abdalla, 2014, p. 101). This significantly 

lowers the total production costs. One good example is the transition from labour-intensive 

manual documentation to the cost-effective use of computers and information management 

systems. This makes it possible to lower operational expenses, offer products at affordable 

prices, and ultimately achieve a competitive advantage in the target markets. 

Recommendation 

Samsung can utilise financial statements to make company choices. The method is 

beneficial in the supply of information to business shareholders, such as data including expenses 

and positive or negative cash flow functions. Examples of such data include expenses, revenues, 

and liabilities. The analysis of such data can provide insight into the regions in which resources 

are utilized, the debt profile, carrying costs, and the levels of profitability. In addition, 

shareholders can use the financial statements to assist in the development of budgets for 

anticipated future spending. Samsung can also affect its management accounting system, which 

wil allows Samsung to charge customers for the products they make properly. When applied 

correctly, the approach can be utilized to repay all production expenses via market sales of 

electronics. In contrast, break-even studies and cost-volume-profit reports give Samsung an idea 

of how much money it has to make to cover its fixed and variable costs. 
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Task 4 – Capital Expenditure Appraisal 
Total Net Present Value of the Two Options 

 

Net present value is for Old Machinery 

 (£260,000+245,714) 

  =£14,286 

Net present value is for New Machinery 

=£100,000+350,106 

=£250,106 

I have used £100,000 because the old machinery is worth £120,000 when traded on the new 

equipment. 

​ The acquisition of new equipment will result in a decrease in direct labor expenses as 

well as variable costs, which is a significant factor that contributes to the growth of profits. 
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Similarly, the cost of repairing and maintaining older machinery is far higher than the expense of 

doing so for newer machinery. On the other hand, new machinery has a depreciation rate that is 

significantly higher than that of older models. The total cost per unit for the existing machine, 

taking into account all of the expenses, is £3.35 (1.8 plus 0.75 plus 0.45 plus 0.35), whereas the 

total cost per unit for the new machine, taking into account all of the expenses, is £3.25 (1.8 plus 

0.6 plus 0.3 plus 0.55). As a result of the relatively low volume of goods moved, there has not 

been a substantial drop in costs, and this is because the number of units moved has not been 

exceptionally high. The output is just in the thousands, even though millions of output may have 

a significant impact. Even though the new machinery would have a scrap value of 75,000 

pounds, this does not mean that it will be managed to sell after the three years have passed, as the 

case suggests that there will be no demand for the products generated for other technological 

reasons. Instead, this means that the scrap value of the new machinery will remain the same. 

According to this line of reasoning, it would be pointless to invest in brand-new machinery. 

However, when the net present value and discounted cash return figures are calculated, the ratios 

supply information indicating that investing in new machinery will benefit our overall 

profitability. 

The impact of the business proposal on the strategic direction of the organisation. 

The proposal will enable Samsung PLC to create values for the key recipients of the 

organization's goods and services, which are central to improving organizational performance. 

The business can use planning systems to perform well and be more likely to achieve its sales 

and profit growth objectives. This is in contrast to corporations that do not implement planning 

strategies. In light of this, Samsung's strategic direction will trend upward when the project's 

recommendations are implemented in its strategic planning and effective practice to give 
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superior performance. The proposal will enable Samsung to regain its footing and improves its 

company's capacity to anticipate shifts in its surrounding environment.  

Conclusion 

In conclusion, according to the analysis I have performed on Samsung PLC during the 

fiscal years 2021 and 2022, the company saw an increase in the amount of profit it generated. 

The rise in cash flow for Samsung directly resulted from improved liquidity. An investigation of 

the company's financial health revealed that it depended on its effective strategic operations to 

fund its activities. Therefore, it is a good idea for Samsung Company to purchase new machinery 

to increase its profit margins. 
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