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[bookmark: _Toc58487562]Part A: Background of GSK:
GSK’s full form is GlaxoSmithKline plc and it is a multinational pharmaceutical organization which was originated in the UK. The company was created in 2000 by the merger of SmithKline Beecham and Glaxo Wellcome. After the merger, it became the 6th biggest organization in the world while operating in the pharmaceutical industry. It is listed on London Stock Exchange, New York Stock Exchange, and others. It is a conglomerate that is operating in the consumer goods, pharmaceutical, and biotechnology sectors (GSK, 2020). It is offering vaccines, oral healthcare, over the counter medicines, nutritional products, and others. More than 99000 employees are working in the organization. 
Business model: GSK is operating in a simple business model and operating in three business lines such as Pharmaceuticals, Vaccines, and consumer healthcare. The company invests in these three businesses for improving the cash flows and profitability of the business to increase the return of shareholders (GSK, 2020). The company focuses on the immune system, advanced technology, and human genetics in Pharmaceuticals and Vaccine business while it leverages consumer insights and scientific expertise for creating healthcare products (GSK, 2019). 
[image: ]
Source: (GSK, 2017)
Market Place: 
It is operating globally and the market size of the company is too vast. The USA is the biggest market and it is the prioritized market of the company to get growth. It is operating in Europe, the USA, Asia Pacific, and other market places to improve income and profit. It targets emerging markets and economies as well for improving the return on the investments and developing the market for the business (GSK, 2020). At the same time, the population of the world is growing which enables GSK to estimate good growth in the future. The change in the market place in terms of change in the social factors, political factors, economic factors, and others may influence the long term financial health of GSK.
Competitors: 
There are many competitors of the GSK in the global market that give challenges to the company in the market and it is defeating them success in the market. The competitors of the company are Abbott Laboratories, Amgen, AstraZeneca, Sun Pharma Industries, Bristol Myers Squibb, Johnson & Johnson, Merck, Roche Holdings, and many others. 



[bookmark: _Toc58487563]Part B: Financial Analysis:
[bookmark: _Toc58487564]Computation of Ratio:
	Ratio
	Formula
	2019
	2018
	2017
	2016
	2015

	Profitability Ratio
	 
	 
	 
	 
	 
	 

	ROCE
	Profit After Tax/Capital employed
	0.094676683
	0.113731553
	0.072755937
	0.026497006
	0.199195793

	 
	Profit after tax
	5,268
	4,046
	2,169
	1,062
	8,372

	 
	Capital employed
	55,642
	35,575
	29,812
	40,080
	42,029

	Gross profit margin
	Gross Profit / Net sales*100
	65%
	67%
	66%
	67%
	63%

	 
	Gross profit
	21,891
	20,580
	19,844
	18,599
	15,070

	 
	Net sales 
	33,754
	30,821
	30,186
	27,889
	23,923

	 
	 
	 
	 
	 
	 
	 

	Net profit margin
	Net Income / Net Sales*100
	16%
	13%
	7%
	4%
	35%

	 
	Net Income
	5,268
	4,046
	2,169
	1,062
	8,372

	 
	Net Sales
	33,754
	30,821
	30,186
	27,889
	23,923

	Asset turnover
	Net Income / Total asset*100
	7%
	7%
	4%
	2%
	16%

	 
	Net Income
	5,268
	4,046
	2,169
	1,062
	8,372

	 
	Total Assets
	79,692
	58,066
	56,381
	59,081
	53,446

	Return on Equity
	Net Income / Equity*100
	29%
	110%
	62%
	21%
	94%

	 
	Net Income
	5,268
	4,046
	2,169
	1,062
	8,372

	 
	Total equity
	18,357
	3,672
	3,489
	4,963
	8,878

	Efficiency
	 
	 
	 
	 
	 
	 

	Inventory Turnover
	Inventory / Cost of Goods Sold *365
	182.9769
	195.17039
	196.12309
	200.45533
	194.43578

	 
	Inventory
	5,947
	5,476
	5,557
	5,102
	4,716

	 
	Cost of Goods Sold
	11,863
	10,241
	10,342
	9,290
	8,853

	 
	 
	 
	 
	 
	 
	 

	Debtors’ days
	Receivable / Sales *365
	77.879066
	76.064858
	72.550189
	78.865861
	85.669648

	 
	Receivable
	7,202
	6,423
	6,000
	6,026
	5,615

	 
	Sales
	33,754
	30,821
	30,186
	27,889
	23,923

	 
	 
	 
	 
	 
	 
	 

	Payables day's
	Payables / Cost of Goods Sold *365
	459.54986
	500.29343
	740.09379
	470.06028
	378.93539

	 
	Payable
	14,936
	14,037
	20,970
	11,964
	9,191

	 
	Cost of Goods Sold
	11,863
	10,241
	10,342
	9,290
	8,853

	 
	 
	 
	 
	 
	 
	 

	Financial stability 
	 
	 
	 
	 
	 
	 

	Current ratio
	Current assets/Current Liabilities
	0.81
	0.75
	0.60
	0.88
	1.45

	 
	Current Assets 
	19,491
	16,927
	15,907
	16,711
	16,587

	 
	Current Liabilities
	24,050
	22,491
	26,569
	19,001
	11,417

	Acid Test Ratio 
	(Current Assets-Inventory) / Current Liabilities
	0.5631601
	0.509137
	0.3895517
	0.6109678
	0.884773

	 
	Current Assets-(Inventory-inventory)
	13,544
	11,451
	10,350
	11,609
	11,871

	 
	Current Liabilities
	24,050
	22,491
	26,569
	19,001
	13,417

	Solvency Ratio
	 
	 
	 
	 
	 
	 

	Gearing Ratio
	Long term loans/Internal liabilities
	1.29
	5.52
	7.54
	7.08
	3.51

	 
	Long term liability
	23,590
	20,271
	26,323
	35,117
	31,151

	 
	Owner's equity
	18,357
	3,672
	3,489
	4,963
	8,878

	 
	 
	 
	 
	 
	 
	 

	Debt to asset
	Debt/Total Asset
	0.30
	0.35
	0.42
	0.34
	0.58

	 
	Debt
	23,590
	20,271
	23,590
	20,271
	31,151

	 
	Total Assets
	79,692
	58,066
	56,381
	59,081
	53,446

	 
	 
	 
	 
	 
	 
	 

	Interest coverage
	PBIT/Interest
	6.95
	6.27
	4.51
	2.77
	14.64

	 
	PBIT
	6,221
	4,800
	3,525
	1,939
	10,526

	 
	Interest
	895
	766
	781
	701
	719

	Financial Market
	 
	 
	 
	 
	 
	 

	Dividend payout
	Total dividend for the year/net income 
	0.75
	0.97
	1.80
	3.67
	0.46

	 
	Total dividend for the year
	3,961
	3,940
	3,911
	3,897
	3,872

	 
	Net income
	5,268
	4,046
	2,169
	1,062
	8,372

	Earning per share
	Net income/number of ordinary shares
	1.05
	0.81
	0.44
	0.22
	1.71

	 
	Net income
	5,268
	4,046
	2,169
	1,062
	8,372

	 
	number of ordinary shares
	5,016
	4,971
	4,941
	4,909
	4,888

	P/E Ratio
	Share price/Earnings per share 
	16.942857
	18.407407
	30.068182
	71
	8.0292398

	 
	Share price
	17.79
	14.91
	13.23
	15.62
	13.73

	 
	Earnings per share
	1.05
	0.81
	0.44
	0.22
	1.71



[bookmark: _Toc58487565]Analysis and interpretation of Ratio:
[bookmark: _Toc58487566]Profitability:
This is a good measure to investigate the ability of the firm can yield profit. This is the degree to which the firms create financial gains. Profitability assists in measuring the performance and deciding on the failure or success of the business. It aids to determine the losses or profits of the business and forecasting the future performance whether the firm is having good efficiency for growing the profit over the years in the future (Warren et al., 2011). This enables the investors and other stakeholders of the business to identify the ability of the company to improve the return on money invested in shares of the business by comparing the investment options in the market (Brigham and Houston, 2012). Overall, the profitability of the GSK is fluctuating and it is increasing or decreasing because of the change in the market factors such as Brexit, financial crisis, and other factors. 
Return on Capital Employed:  This ratio is applied for investigating the capital efficiency and profitability of the business. This may enable the investigator to identify the efficiency of the firm to generate and improve the profit from the capital it employs in the business (Brigham and Daves, 2012). From the analysis, it is found that ROCE is fluctuating over the years because of less degree of stability in the efficiency and effectiveness of GSK in capital management. ROCE from 2015 and 2019 are 0.199, 0.26, 0.073, 0.114, and 0.095 respectively. The capital investment of the firm is increasing or decreasing over the years as per the requirement and changes in the business that influence the ROCE and this can influence the decision of the investors for investment (Brigham and Houston, 2012). This indicates instability in capital employment and efficiency which causes changes in the ROCE over the years.
Gross Profit: The gross profits in 2015, 2016, 2017, 2018, and 2019 are 63%, 67%, 66%, 67%, and 65% respectively. This is indicating the fluctuation in the relationship of proportion change in the sales of the company and proportion change in the cost of production of goods or services in GSK. The sales of the company are continuously increasing along with the cost of goods sold (Robinson et al., 2015). Change in overheads and cost of labor and material influences the cost of goods sold in GSk that put pressure on the efficiency of the business to maintain the profit. 
Net profit Margin:  This is expected to grow every year and to be improved for raising the value and income of the owner and shareholder of the business. This is achieved after subtracting all the taxes from the PBIT of the company. This is distributable profit in which the firm decides the proportion to distribute among the shareholder of the business (Brigham and Daves, 2012).  The net profit of the company was 35% in 2015 but it declined to 4% in 2016 suddenly because of Brexit and other financial challenges in the market. The increased cost and expenses of the firm on the operation reduced the profit margin and it influenced the confidence of the shareholders. Later on, GSK took some actions that raised the profit by 7% in 2017, 13% in 2018, and 16% in 2019. It means the firm has improved its efficiency and managed the operating cost to be lower which raised the net profit of the business (Brigham and Houston, 2012). 
Return on assets: This ratio enables the investigator to identify the ability of the firm to generate income on the assets. This ratio aids to measure the efficiency in managing the assets and allocation of the assets for improving the profit of the business. ROA in 2015, 2016, 2017, 2018, and 2019 for GSK are 16%, 2%, 4%, 7%, and 7% respectively. It means the efficiency of the firm to use the assets optimally decreased in 2016 to a great level and it improved it to a certain level but did not achieve the previous level still (Schroeder et al., 2019). It indicates GSK is facing the issue in terms of asset utilization to improve the profit. 
Return on Equity: This is the ratio that identifies the relationship between the net income of the enterprise and the total equity of the enterprise. This aids to measure the efficiency of the company to generate income and profit on equity. This aids to measure the efficiency in the management of the company to deploy the capital of the shareholders in the company (Brigham and Houston, 2012). ROE of the firm from 2015 and 2019 is 94%, 21%, 62%, 110%, and 29% respectively. It indicates the return on equity has declined in 2019 again after a great improvement in 2018 that may be because of the higher equity as compared to profitability and income of the business.
[bookmark: _Toc58487567]Efficiency: 
This is the measure of the performance of the entity in terms of its efficiency to use the assets and to manage the liability and assets in an effective manner (Epstein and Lee, 2014). The efficiency of the GSK has been assessed on the basis of the inventory period, debtor’s period, and creditor’s period. 
Inventory period: The inventory period in GSK is very higher that may influence the efficiency of the company to manage the inventory and short-term funds in the organization. Higher days of the inventory may keep the money blocked in the inventory for a longer time (Subramanyam, 2014). However, the company is focusing on reducing the inventory period. There is a good amount of reduction in the inventory days over the years that are showing the improvement in the efficiency of GSK to use the inventory frequently (Brigham and Ehrhardt, 2013). It was 194 days in 2015, 200 days in 2016, 196 days in 2017, 195 days in 2018, and 182 days in 2019 respectively. It means GSK still needs to focus on the management of the inventory to reduce the size of inventory to cut the cost and reduce the day of inventory. 
Creditor’s period: Higher creditor’s period shows lesser efficiency of the company to pay back the money to suppliers. GSK is suffering the issue of efficiency because of lesser capital and fund it holds the money of the capital for a longer time. Creditor’s average days in GSK were 379 days in 2015, 470 days in 2016, 740 days in 2017, 500 days in 2018, and 459 days in 2019. It means the creditor’s days increased highest in 2017 due to Brexit in the UK and other issues that affected the capability of the business to pay money to suppliers (Epstein and Lee, 2014). It indicates GSK needs to improve the efficiency and ability to clear the payment of supplies in lesser days to improve the reputation and image among the creditors. 
Debtor’s period: This is the period indicates the efficiency of the organization to recover the money from the market. The credit policy of the business may influence the debtor’s period which in turn can have an implication on the working capital management and cash conversion cycle. Debtor’s period and days of GSK were 86 days in 2015, 79 days in 2016, 73 days in 2017, 76 days in 2018, and 78 days in 2019. It means there are a good credit policy and strategy of the company to manage the debtors and to recover the money from the market (Brigham and Ehrhardt, 2013). The results are showing that the company collects its money from the market in 70 to 90 days that is quite good but it can reduce it more by revising the policies and strategies. A higher period may cause the risk of working capital and may affect the ability to pay to the supplier and other creditors. 
[bookmark: _Toc58487568]Financial Stability: 
This ratio enables the investigator for finding the stability in the performance and liquidity of the entity to pay off its obligation and liabilities to occur in short term (Schroeder et al., 2019). 
Current ratio: GSK suffered the lack of short-term finance over the years and it was 1.45 in 2015, 0.88 in 2016, 0.60 in 2017, 0.75 in 2018, and 0.81 in 2019. It means a decline in the market economy and financial performance during 2016 affected the liquidity of the business to a great extent. The company managed its activities and focused on improvement in the liquidity that enabled to improve the liquidity again (Weetman, 2013). GSK still needs to focus on improvement in the liquidity to fulfill the liability effectively. The current liabilities in GSK are still higher than the current assets that influence the liquidity position of the company. 
Acid test ratio: From the analysis of the acid test ratio in the context of GSK, it is found that cash at hand and assets easily convertible into cash are increasing in the company that it might use for fulfilling the cash requirement immediately (Fridson and Alvarez, 2011). It was 0.88 in 2015 and it is 0.56 in 2019 that is presenting a great difference in the liquidity of the company over the years. 
[bookmark: _Toc58487569]Solvency: 
This is the measure of the capability of the company for paying its long term liability and ability to meet the pay its liabilities (Subramanyam, 2014). 
Gearing ratio: The relationship between the debt and equity sources of the capital within the organization is determined and investigated by this ratio. A higher gearing ratio means a higher debt burden on the company and this is not a favorable sign to the firms in the future to attract investors. Hence, the gearing ratio in the context of GSK has declined over the years (Martin and Alvarez, 2011). It was 3.51 in 2015, 7.08 in 2016, 7.54 in 2017, 5.52 in 2018, and 1.29 in 2019. It means GSK used equity source for raising capital more in proportion than debt in 2019 as compared to other years. It is a quite good position and there is a good solvency position of the firm. 
Debt to Asset Ratio: The debt of the GSK is lower than the assets of the firm in all five years. The assets of the company are growing more in proportion to the growing debt of the company over the years. It improves the ability and capacity of the company to pay its debts and liabilities easily (Watson and Head, 2013). This can enable GSK to attract the investor and to raise the loan and capital easily for meeting the requirements of the fund in long run. 
Interest Coverage Ratio: GSK has become efficient over the years to pay the interest on the liability and loan to the lenders. The profitability of the company has grown well and interest is much lesser than the profitability of GSK (Asiri and Hameed, 2014). The interest coverage of GSK was 14.64, 2.77, 4.51, 6.27, and 6.95 in 2015, 2016, 2017, 2018, and 2019 respectively. It means GSK can pay its interest liability easily. 
[bookmark: _Toc58487570]Market Performance: 
Dividend payout ratio: The total dividend to Shareholders of the GSK is increasing over the years but the ratio of payout on the net income of the company has declined over the years. The company started retaining more proportion of the profit and reduced the distribution of the profit in a lesser ratio (Asiri and Hameed, 2014). It increased to 3.67 in 2016 from 0.46 in 2015 but again it started declining to keep the money in the company to meet the requirements and invest in the projects to achieve the growth for the business. It was 0.97 in 2018 and 0.75 in 2019 that is showing a continuous decreasing payout percent of dividend to a shareholder that is showing a tendency of the company to keep more money in hand to use it for future projects. 
Earnings per share: Return on the investment of the shareholder is increasing over the years which are raising the wealth of the shareholders. Earnings per share was 1.71 in 2015, 0.22 in 2016, 0.44 in 2017, 0.81 in 2018 and 1.05 in 2019. It indicates GSK lost its revenue and income in 2016 because of a crisis in the global market and other issues in the market such as Brexit and Demonetization which affected the return on the investment of shareholders (Drake and Fabozzi, 2012). However, it has improved the position and raised the value of shares of the shareholders. It can attract more investors in the future. 
P/E Ratio: GSK is facing the issue of a lesser P/E ratio and market value in the market. The P/E ratio of the company went 71 in 2016 that was an overvaluation of the stock and influenced the share price of the company. The P/E ratio in the context of GSK was 30.06 in 2017, 18.40 in 2018, and 16.94 in 2019. It means there is a good market value of the GSK in the market during 2018 and 2019 that enable to attract investors for the investment (Babalola and Abiola, 2013). 
[bookmark: _Toc58487571]Comparison with Sector Average: 
The performance of the GSK is quite lesser as compared to the industry average. The gross profit of the GSK is about 65% in 2019 but the average gross profit ratio of the industry is 71.31% that is showing that is a good degree of contribution of the company to improve the industry average. The operating profitability of the GSK is quite effective and more than the industry average that is presenting the efficiency of the company higher than other competitors in the industry. At the same time, there is higher efficiency in the management of the GSK in comparison to their competitors in the market and industry average. The net profit of the enterprise is 16% while the industry average is 15.19% that is demonstrating good capability and efficiency in the company to improve the profitability and raising the value to shareholders. Return on equity of company of 5 years average is 109.38% while the same for the industry is 28.08% that is showing a great difference between the industry average of ROE and GSK’s ROE. It means GSK is much efficiency in the whole industry as compared to other businesses and competitors. Along with this, the ROA of the company is higher than the industry that indicates management in the GSK is effective and efficient in using the assets optimally to maximize the return and income. 
Furthermore, it is found that the liquidity position of the GSK is suffering against some of the competitors in the industry. This is because the quick ratio of the industry is 1 and the current ratio is 1.32 while the same ratios for GSK in 2019 are 0.56 and 0.81 that indicates lesser liquidity in the company that needs to improve. The dividend payout ratio is quite higher than the industry which can aid to attract more investors for the investment as compared to other inventors. 
[bookmark: _Toc58487572]Recommendation for improving the performance:
Based on the analysis of the performance of the company, there is some recommendation for GSK to improve its performance. 
GSK needs to focus on the improvement in the efficiency for raising the profit and cutting the costs. It needs to revise the credit policy of the company and strategies of the businesses to recover the money from the market and reducing the working capital cycle to improve the liquidity and effectively accomplish the liabilities. From the analysis, it can apply a lean production system, JIT technology, and others to grow the efficiency that would enable to cut the cost and improve the profit margin. Lean production system and JIT would cut the cost of the inventory handling and holding a large inventory in the organization that would improve the profitability of the business and would aid to enhance the value to shareholders (Martin and Alvarez, 2011). At the same time, it should keep continuing to raise the fund by using equity financing sources. Equity finance over debt finance may improve the creditworthiness of the business and it needs to focus on cutting the gearing ratio. 
GSK should focus on the improvement of the business process and effectiveness in the operation by adopting advanced technology. The GSK can apply technologies to make the business process smooth and easy for controlling the operation and for raising effectiveness. This would improve the capability of the business and would enable it to produce a higher volume at a lesser cost which would improve the sale and would reduce the cost of goods sold. 
GSK should improve the productivity of the staff by providing training to the staff and by fostering the learning culture within the workplace. Training and development programs would aid GSK to improve the skills, knowledge, and abilities of employees that would aid to improve the efficiency and effectiveness of the performance (Titman et al, 2013). 


[bookmark: _Toc58487573]Part C: Capital budgeting: 
Capital budgeting is a process and method of management accounting that is applied for measuring and analyzing the investment options and making an investment decision. Capital budgeting is very important and effective for making investment decisions (Higham et al., 2016). 
[bookmark: _Toc58487574]Calculation and interpretation:
Payback Period:
This is the time that is used for measuring the length of the time required to making the cash inflow equal to the investment and forgetting the breakeven point of the cash inflows and initial investment in the project. 
Project A:
	Year
	Cash outflow 
	Cash inflow(£)
	Cumulative CI 

	0
	85
	0
	 

	1
	 
	10
	10

	2
	 
	20
	30

	3
	 
	40
	70

	4
	 
	55
	125



Project B:
	Year
	Cash outflow 
	Cash inflow(£)
	Cumulative CI 

	0
	90
	0
	 

	2020
	 
	25
	25

	2021
	 
	30
	55

	2022
	 
	35
	90

	2023
	 
	40
	130



Payback period = A + (B/C) (Rossi, 2014)
	Project A
	Project B

	B = 85-70  =15
A = 3 years
C = 55
= 3+15/55 = 3 .27 Years
	B = 90-90  = 0
A = 3 years
C = 35
= 3+0/35 = 3 Years



Accounting Rate of Return:
This is a method that aids to identify the extent and degree to which the firm can earn profit from the projects over the life of the project. 
	
	Project A
	Project B

	Depreciation
	85/4 = 21.25
	90/4 = 22.5

	Average Investment
	85+0/2 = 42.5
	90+0/2 = 45

	Cash inflow for four years
	125
	130

	Net profit margin
	61.25
	62.5

	Average Profit 
	61.25/4 = 15.31
	15.62

	ARR
	15.31/85*100
 = 18.01%
	15.62/90*100 
= 17.36%


From the analysis, it can be stated that the ARR of Project B is quite lesser than the ARR for Project A. It means the profit of project A is higher than Project B that may improve the return on the investment.

Net Present Value:
This is stated as the profitability from the project that is achieved by subtracting the initial investment from the total of the present values of the cash inflows over the years. A net present value analysis of the projects may aid to determine the potential of the projects for generating good profitability for the business (Titman et al., 2017). 
Project A:
	 
	 
	NPV

	Year
	Cash outflow 
	Cash inflow(£)
	PV Factor @10.5%
	NPV (£)

	0
	85
	0
	0
	0

	1
	 
	10
	0.905
	9.04977

	2
	 
	20
	0.819
	16.3797

	3
	 
	40
	0.741
	29.6465

	4
	 
	55
	0.671
	36.8904

	 
	 
	Total
	 
	91.9664

	 
	 
	NPV
	7
	 



Project B:
	Year
	Cash outflow 
	Cash inflow(£)
	PV Factor @10.5%
	NPV (£)

	0
	90
	0
	0
	0

	1
	 
	25
	0.905
	22.6244

	2
	 
	30
	0.819
	24.5695

	3
	 
	35
	0.741
	25.9407

	4
	 
	40
	0.671
	26.8294

	 
	 
	Total
	 
	99.964

	 
	 
	NPV
	10
	 



From the analysis, it can be stated that Project B is more suitable and effective for investment. GSK would be able to improve the profit from Project B more than Project A that can increase its value in the market and enable it to improve the wealth of the shareholders. The payback Period in Project B is lesser than Project A that makes project B attractive and the NPV of project B is higher than Project A. This may improve the profit of the business. 
[bookmark: _Toc58487575]Advantage and disadvantage of investment appraisal techniques
Payback period:
This period is needed to be determined by the investors while making a selection of the projects. This method is used widely by all the organizations in the market to evaluate all the kinds of projects before making an important investment decision. This method is applied globally for analyzing the ability of the projects to pay the investment back in the least period (Epstein and Lee, 2014). This method includes the assessment of projects by the free cash inflows which might be used for finding the liquidity position of businesses to make the decision. This method is very easily applied for computing the length of the time and decision regarding the investment of the enterprise (Hacker and Ernst, 2017). This method enables the investors for analyzing the risk of the losses to the business from the projects. On the other hand, the payback period does not take the time value of money into an account and it completely avoids considering the value of the cash inflows (Bierman Jr and Smidt, 2012). At the same time, this method ignores the cash inflows occurring in the project after the identification of the payback period. It may influence the decision on incomplete consideration. 

Accounting rate of return: 
This method is very simple to use for identifying the potential in the business for improving the profitability of the investors. The investors can easily compute the ability to improve the rate of the profit from the projects over the total life of the projects that can aid to measure the efficiency of projects. It may enable the businesses to decide on the right project can increase the profit margin of the company and can provide higher growth in the profitability (Mahmoud and Neale, 2016).  The value of the project throughout the economic life of the project might be measured and analyzed through this method. The depreciation and tax are two important factors that can influence the profitability of a company and consideration of these factors in the assessment of the profit may aid to provide accurate data and information (Bierman Jr and Smidt, 2012). On the other hand, this method does not take the investment size into account can influence the process of the analysis of profit capability. At the same time, the time value of the fund and money is very important for businesses because the value of the fund depreciates over time. Hence, this method is not able to consider and analyze the time value of inflows and income from the projects (Basher and Raboy, 2016). 
Net Present Value: 
This method is effective for the evaluation of the investment options and projects because it considers the discount of the inflows on a fixed discount rate to find the present value of each future cash inflows. This improves effectiveness in decision making. At the same time, this method enables investors to consider the opportunity cost of the project investments and determine the profitability of the enterprise (Bora, 2015). On the other hand, it is very difficult to calculate the profitability through this method and to understand the importance. This method depends on the cost of capital which is assumed and there is no assurance for the accuracy of the discount rate (Rossi, 2014). Furthermore, there is a calculation of the percentage of return that can influence the effectiveness of the comparison of the results. 
[bookmark: _Toc58487576]Consideration of the Non-financial factors:
There are many non-financial factors are needed to be considered for improving the effectiveness of the financial and investment decision of the company. The current and future legislation are taken into account by the investors and businesses that they might have to comply with. At the same time, standards for the quality of the product or services in the industry and standards regarding the practices might be needed to be considered by the businesses for ensuring effective practice and enhancement. The relationship requirements of the businesses with the consumers and suppliers in the market might be considered by the manager to decide the best one to raise the relationship with the consumer and benefit its stakeholders. In addition to this, changes in political factors, social factors, technology, and other factors might be considered because the change in these factors might be affecting the inflows from the projects. 
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