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[bookmark: _Toc72176077]Executive Summary:
This report will focus on a public company listed on the London stock exchange, the company I have selected is GlaxoSmithKline Plc, a UK multinational pharmaceutical company. The purpose of the report is to view the previous five-year outline of the company’s financial history, which will also include, any significant events, the company’s business model, the market-place, and other significant organizations in the sector that are competitors, I will also critically analyse my findings and make known my recommendations at the end of the report.          



























[bookmark: _Toc72176078]Part  A:
[bookmark: _Toc72176079]The History and business model of GlaxoSmithKline:
GlaxoSmithKline (GSK) started back in 1715, opening their first  shop in London, a chemist, their main emphasis at the time was all stemmed around science-based healthcare, research, and development. Additionally, innovation led the company to develop consumer healthcare in pharmaceuticals and vaccines which are now in 150 countries around the globe. GSK have over 106,000 workforce, and more than 12,000 of which are based in research and development. Their mission is to enhance a degree of excellence to humanity which will enable and invigorate individuals to live a much longer life. The company’s business model is to research strategies which brings about a sustainable performance through innovation steered by the companies values. 
[bookmark: _Hlk66441189][bookmark: _Hlk66442878]GKS’s, major competitors are Johnson and Johnson, Roche, Astra Zeneca, Takeda Pharmaceuticals, Bayer, and Eli Lilly. (GSK, 2021).  According to Cooper, (2015) reports on the companies change of direction away from high priced drugs made available for the USA, and European markets, to a more increased volume of drugs focussed more on the emerging markets, which Chief executive Sir Andrew Witty claims to be “A very fundamental shift (Cooper, 2015). Furthermore, according to GSK today-2000-present (2021), In March 2015, GSK bought into Novartis in which to attain part of their vaccine business, to strengthen their stance on being global leaders in the production of vaccines, and jointly, joined forces with Novartis in which to create a consumer healthcare business, and in return sold off oncology portfolio to Novartis. The asset swap has afforded both companies to build their current strengths into creating an asset valued partnership (GSK today-2000-present 2021),
[bookmark: _Hlk66447030][bookmark: _Hlk66448623]Additionally, according to GSK today-2000-present (2021), Emma Walmsley, who was at the time CEO of Consumer Healthcare at GSK, in April 2017, became CEO of the company, (GSK today-2000-present 2021). In October 2018 according to AOL (2018) In late October, ViiV Healthcare the combined undertaking between GlaxoSmithKline and Pfizer, reported the results of a ground-breaking trial treatment made to enhance the lives of individuals coping with HIV (AOL, 2018). Furthermore, according to London South East News, (2019) GlaxoSmithKline, and Pfizer announce high operating profits for the third quarter of that year, all due to the upward curve in vaccine earnings, a rise of 16% to GBP9.39 billion from GBP8.09 billion, with a 20% increase from Vaccines and a 30% increase from Consumer Healthcare – to GBP2.31billion and GBP2.53 billion, (London South East News, 2019). According to Humphreys, (2020) GSK, are looking ahead, and readying themselves for the future, with a two-year plan of action to divide into two separate entities, biopharma, and healthcare (Humphreys, 2020). In addition, according to GSK, (2021) GSK and CureVac, are in development to invent the up-and-coming mRNA COVID-19 vaccines, which have the potential to tackle emerging variations in a single vaccine (GSK,  2021; Hooley, (2021).

[bookmark: _Toc72176080]Part B. 
[bookmark: _Toc72176081]Financial Statements as a means of Communication:
What is the significance of financial statement accounting?
[bookmark: _Hlk64963714]According to Basheer and Hassan, (2016) who say financial statements for the investor and others, are of critical importance, because this is where the financial information about all companies are stored, and for individuals that seek to invest in a company and check whether the investment in these companies is a worthy choice or not. However, there are many individuals, and investors too, that are unable to attain all the information required about an organizations financial health set out in financial statements, this is mainly caused by the deficiency of a financial educational understanding (Basheer and Hassan, 2016). 
See below for GSK financial performance in comparison to their rivals Johnson and Johnson, Roche, and Astra Zeneca.

[bookmark: _Toc72176082] GlaxoSmithKline’s Financial Performance of the last five years:

	
	
	2016
	2017
	2018
	2019
	2020

	Gross profit margin
	0.666894
	0.658716
	0.667727
	0.648545
	0.656764

	Operating profit margin
	0.093155
	0.135394
	0.177898
	0.206227
	0.228247

	Net profit margin
	0.03808
	0.071855
	0.131274
	0.15607
	0.187337

	Fixed asset turnover
	2.580403
	2.779558
	2.838029
	3.261886
	3.350924

	Total asset turnover
	1.668901
	1.897655
	0.530793
	0.423556
	27.17052

	Return on asset
	0.063551
	0.136355
	0.069679
	0.066105
	5.09004

	Return on equity
	0.213983
	0.621668
	1.101852
	0.286975
	1.954114

	Current ratio
	0.87948
	0.598705
	0.752612
	0.810437
	0.914168

	Quick ratio
	0.610968
	0.389552
	0.509137
	0.56316
	0.643444

	Cash ratio
	0.257723
	0.144266
	0.172247
	0.195717
	0.284089

	Debt to equity ratio
	3.828531
	7.615076
	14.81318
	3.341232
	18.23891

	Debt to capital ratio
	0.792898
	0.883924
	0.936762
	0.769651
	0.948022




[bookmark: _Toc72176083]2020
[bookmark: _Toc72176084]Johnson and Johnson
	Sales
	82585
	
	Gross profit margin
	0.655773

	Gross profit
	54157
	
	Operating profit margin
	0.199758

	Operating profit
	16497
	
	Net profit margin
	0.178168

	Net profit (net income, earnings)
	14714
	
	Fixed asset turnover
	4.400778

	Fixed asset (property, plant, equipment)
	18766
	
	Total asset turnover
	0.4722

	Total asset 
	174894
	
	Return on asset
	0.084131

	Total equity
	174894
	
	Return on equity
	0.084131

	Total current liability
	111616
	
	Current ratio
	0.459047

	Total current asset
	51237
	
	Quick ratio
	0.375331

	Inventory
	9344
	
	Cash ratio
	0.125296

	Cash
	13985
	
	Debt to equity ratio
	1

	Total debt
	174894
	
	Debt to capital ratio
	0.5




[bookmark: _Toc72176085]2020
[bookmark: _Toc72176086]Roche
	Sales
	58323
	
	Gross profit margin
	0.369254

	Gross profit
	21536
	
	Operating profit margin
	0.317936

	Operating profit
	18543
	
	Net profit margin
	0.258354

	Net profit (net income, earnings)
	15068
	
	Fixed asset turnover
	6.208537

	Fixed asset (property, plant, equipment)
	9394
	
	Total asset turnover
	2.997071

	Total asset 
	19460
	
	Return on asset
	0.774306

	Total equity
	17627
	
	Return on equity
	0.854825

	Total current liability
	1834
	
	Current ratio
	5.48855

	Total current asset
	10066
	
	Quick ratio
	3.264449

	Inventory
	4079
	
	Cash ratio
	0.701745

	Cash
	1287
	
	Debt to equity ratio
	0.104045

	Total debt
	1834
	
	Debt to capital ratio
	0.09424






[bookmark: _Toc72176087]2020 
[bookmark: _Toc72176088]Astra Zeneca
	Sales
	25890
	
	Gross profit margin
	0.823407

	Gross profit
	21318
	
	Operating profit margin
	0.199382

	Operating profit
	5162
	
	Net profit margin
	0.121437

	Net profit (net income, earnings)
	3144
	
	Fixed asset turnover
	3.137801

	Fixed asset (property, plant, equipment)
	8251
	
	Total asset turnover
	0.387987

	Total asset 
	38578
	
	Return on asset
	0.047116

	Total equity
	15638
	
	Return on equity
	0.201049

	Total current liability
	51091
	
	Current ratio
	1.306081

	Total current asset
	66729
	
	Quick ratio
	1.22732

	Inventory
	4024
	
	Cash ratio
	0.153295

	Cash
	7832
	
	Debt to equity ratio
	0.071684

	Total debt
	1121
	
	Debt to capital ratio
	0.066889



[bookmark: _Toc72176089]Calculation of Key Financial Ratios
[bookmark: _Toc72176090]Profitability Ratios:
According to Hussain, et al., (2020) Profitability Ratio is a system that is applied when measuring an organisation whilst receiving profits, in addition with a percentage. Profitability ratios maybe applied to adopt two measurement procedures that are, sales and investment procedures. The measurement procedures that are more extensively applied are by analysts are Return on Asset (ROA) also Return on Equity (ROE). Therefore, an organisation which displays the best profitability ratio, will boost the confidence of an investor to make choices. For the investor that builds portfolios with a long-term view in mind, will normally have a keen eye on profitability analysis, e.g., a shareholder will take-into-account, price-to-book value (PBV) that demonstrates market possibilities to build an organisations value for a financial sum invested. In addition, the analysis measures an organisations profitability ratio, by measuring Return on Asset (ROA) which constitutes organisational income with an additional formular: ROA = NetIncome Total Assets Zutter 2015, p.51; Brigham and Houston, 2016). 

[bookmark: _Toc72176091]Dividends: 
According to The Statement of Financial Accounting Standards (SFAC) Number 23, dividends are allocations of yield to shareholders in accordance with their percentage, and asset class. Organisations net income has an effect on revenue. Therefore, retained revenue if shared out amongst shareholders, the retained revenue this has a reduction in distribution value (IAI, 2013). Yield earnings for all investors are an assumption that an organisations value is high. Alternatively, the progression of yield distribution from an organisation is anticipated to add to the local economy, and likewise, also furnish shareholders as well. Theories which even if not necessarily manifest or obvious yield policies are: 1. Yield policy that is unimportant, concerning yield payout ratios that decides organisations stock figures will not impact profit-making resolutions that is put-together, even though, it will be shared-out, or kept earnings, whilst the organisations value is decided by the financial profits of the organisations assets to the capital’s cost; 2. This assists investors and managers alike with equal opportunities (Sartono, 2014, p.281). and 3. BirdIn-The Hand Theory. Which is a theory that expresses, “a bird in the hand will be more valuable than a thousand birds that fly in the air” which simply means, investors mathematically are happy to accept current yields, or to accept capital gains hereafter. In addition, the better priced stock market fee is, the shared-out yield will rise vice versa (Sartono, 2014, p. 280). This analysis measures the yield policy, by applying the measurement Yield Payout Ratio (DPR) that constitutes the standard of profit obtained by shareholders on investment results DPR’s mathematical formular is: DPR = DividendperShare Earnngs per Share × 100% (Kaur, Sunanda and Bhalla, 2019).   
According to Hussain, et al., (2020) an organisations value price is quite significant to an investor, for indicator purposes this is utilised to evaluate the organisation in its entirety. Furthermore, the organisations value is governed by a selection of ratio analysis procedures, which are structured on market value, price-to-book value (PBVR), price per earnings ratio (PER), market book ratio (MBR), dividend yield ratio, and dividend payout ratio (Brigham and Houston, 2015, p. 150). In addition, the ratio also represents external data to gauge whether the market is shared, alongside if individuals hold an interest in purchasing shares at a premium price now, or their earlier previous price valuation. The price-to-book value will hold investors focus for shareholders, with an eye to accumulate more profitability (Mudjijah, Khalid, and Astuti, 2019). This analysis measures the value of the organisation structured on the measures of Price-to-Book Value (PBV) which reflects market value, / book value of an organisations equity applying the mathematical formular: PBV = MarketPriceperShare Value per Share (Ross, Westerfield, Jaffe, and Jordan, 2016).


[bookmark: _Toc72176092]Profitability Ratios and Dividend Policy:
According to Hussain, et al., (2020) Profitability is seen as a measure for identifying profits as a benchmark for evaluation of an organisations undertakings for a specific period. Furthermore, this size of the income indicates to investors, shareholders and others into dividing the dividends into greater quantities. Furthermore, these types of profitability ratios, which organisations apply with ROA proxy involves increased profitability Hussain, Sarwani, Sundari and Lisdawati 17 Published by Research and Innovation initiative, 3112 Jarvis Ave, Warren, MI 48091, USA H1 H2 scale pay a growing portion of income, which is in cash yields. Preceding analysis has expressed, there is no connection between profitability and yield policy amongst ROA proxies. But there has been numerous analysis that has recorded positive influence for Return on Assets for yield policy (Elinda and Sukirman, 2015; Ingrit, Siregar and Syarifuddin, 2017; Akbar and Fahmi, 2020) the ROE proxies for financial ratios (Ismawati, 2017).

[bookmark: _Toc72176093]Profitability Ratio of GSK and their rivals below:
		GSK
	2016
	2017
	2018
	2019
	2020
	J&J
	Roche
	AstraZeneca

	O/P M
	0.09
	0.13
	0.17
	0.20
	0.22
	0.82
	0.36
	13.7

	G/P M
	0.66
	0.65
	0.66
	0.64
	0.65
	0.19
	0.31
	56.7

	ROCE(%)
	2.6%
	7.3%
	11.4%
	9.5%
	10.9%
	11.6%
	22.9%
	2.7%

	ROE (%)
	1.8%
	3.8%
	7.0%
	6.6%
	7.9%
	0.84%
	1.5%
	0.31%



	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	

O/PM: Operating Profit Margin

G/PM: Gross Profit Margin
	
	
	
	
	
	
	
	

	



The table above shows that for every £ GSK generate they receive approximately 64% profit.
Economic moat is big advantage a organisation has over their competition this affords an or organisation to guard their market share and profitability. This can be a big advantage, which maybe hard to imitate by others (brand identity, patents) which creates an effectivity.



	
	
	
	
	
	
	
	



GSK profitability as shown that it is way below their rivals, this may be an impact from their delayed Covid-19 vaccine,) profits for the organisation have taken a -30% hit in the first quarter of this year  Yahoo finance, (2021).


[bookmark: _Toc72176094]Liquidity: 
What is Liquidity?
[bookmark: _Hlk71877052]According to Jeenas, (2019) it is an organisations ability to change assets into cash in which to cover any liabilities due. In addition, current assets that are available to convert into cash will be listed on the balance sheet under the heading as current assets. They are also placed in order as to what can be converted first for cash. Which has the title order of liquidity. In addition, cash is the best liquid asset it is placed on the list at the top, in first place, following that is a temporary investments, accounts receivable, inventory, supplies, also expenses.
Liquidity, all depends on a few factors which are 1. How fast an asset can be converted into cash. 2. An assets closeness to cash, for instance short-term investments, a few have the ability to be converted fairly quickly into cash. There are also account receivables which can be converted into cash but, this could take anything from 10 days, or up to five weeks. In addition, inventory may take up and over many months before cash would be receive once converted. Therefore, inventory is seen as a quick asset. Furthermore, to accommodate in seeking out an organisations liquidity, we need to look at financial ratios, namely the quick ratio, or otherwise named an acid test ratio, this calculation is carried out by dividing the total amount of  quick assets which consists of (cash, short-term investments, also the account receivables) against the organisations current liabilities. However, there is also another option, which is to start with the amount of current assets, and then take-away the amount of inventory. And what is left is then divided with the amount of current liabilities. Furthermore, current ratio may also be known as liquidity ratio, an organisation with the lion’s share of their current assets placed in the inventory might not possess the liquidity required to furnish all their liabilities, when due. Therefore, depending on liquidity and in which the time it takes to convert inventory into cash (Jeenas, 2019).     
 
[bookmark: _Toc72176095]GSK’s Liquidity Ratios in Comparison to Rivals : 
	GSK
	2016
	2017
	2018
	2019
	2020
	J&J 2020
	Roche 2020
	AstraZeneca2020

	Current Ratio
	0.87
	0.59
	0.75
	0.81
	0.91
	0.45
	5.48
	1.30

	Quick Ratio
	0.61
	0.38
	0.50
	0.56
	0.64
	0.37
	3.26
	1.22






If ratios are too high this may cause concern for GKS, in terms of holding too much cash on their books, and not receiving much interest, like what a bank would pay for instance, some would say the cash should be put to work through other investments to achieve higher returns.
[bookmark: _Toc72176096]Gearing Efficiency Ratios:
[bookmark: _Hlk71553234]Accurate information helps individuals on what risks they face if they intend to invest in a particular organisation. This type of information is found in an organisation’s annual report which is situated in the notes section of the report (Caldwell, 2012; Rahardjo, et al., 2020). Furthermore, announcements of these types will also furnish individuals with an organisations risk profile, estimated sector price, and price of stock for the organisation. Yet, there are variations in socioeconomics and establishment management for advanced and not so advanced countries, will make a difference to organisations risk disclosures. These disclosures maybe determined through other factors, such as the size of an organisation (gear size), gearing ratio. The size of an organisation is a significant factor on forecasting organisations risk disclosure. The more sizeable organisations are normally recognised by numerous individuals. Consequently, these sizeable organisations normally have greater reliance on stakeholders who request extra data (Vandemaele, 2009; Rahardjo, et al., 2020).
[bookmark: _Hlk71564190]Gearing ratios, offers a measurement which is a contributing factor for long-term borrowers, long-term framework for the organisation. As mentioned above, organisations may require finance on occasions (liability) and the organisations working capital (equity). Gearing ratios has an influence on risk disclosure, due to the significant way disclosure ensures confidence to financial institutions, managers, creditors, and investors. Tauringana and Chithambo, and Muturi, have mentioned how gearing ratios has a positive ability that influences risk disclosure (Rahardjo, et al., 2020). 
According to Rahardjo, et al., (2020) the theory about agencies surrounding the issue of public accounting theory, makes-an-effort to disclose accounting methods or procedures. Agency theory is determined as an association which connects two alliances, with one alliance (a service) negotiates to represents on the other’s behalf, (a client). This agency associations, will have connections with shareholders and also with managerial staff. Agents are required to make the best selectable choices for their shareholders. Nonetheless, shareholders are often unable to scrutinise the work agents are required to carry-out for them, this leaves the client with the nagging doubt, that an agent could possibly be increasing his own financial position rather than the shareholders. 
However, due to agency theory there is a process which is normally applied in situations such as these, which are disclosure agreements, which assist both associations to quash any conflicts between all alliances involved. Furthermore, for shareholders, managerial staff, and others to monitor agency staff, this will not be carried-out directly, but, through an organisations risk management theory it is possible, through the use of systemisation, that enables more clarity and the ability to alleviate the thought of any doubt  (Rahardjo, et al., 2020).               
	

GSK. GER
	2016
	2017
	2018
	2019
	2020
	J&J 2020
	Roche 2020
	A, Zeneca 2020

	
	17.61
	305.17
	6.17
	2.57
	2.02
	0.40
	0.07
	82.00

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	




With a higher gearing efficiency ratios normally mean that there is a possibility of a higher risk to investors. Furthermore, A gearing ratio equates the finances an organisation loans in relation to its equity or capital.

[bookmark: _Toc72176097]Part C:       
[bookmark: _Toc72176098]Investment Appraisal Techniques:
What are investment appraisal techniques? (IAT’s) according to Ndanyenbah and Zakaria, (2019; These are well known, ideas which account for the justification of a particular course of action, in the investment arena, that when closely followed can assist with the mitigation of unfavourable effects to the creation of wealth. Pandy, (2010) also Peterson and Fabozzi, (2002) their description is that the basic risk management procedures utilised in the investment arena, stem from standard models for instance the likes of Payback Period (PBP) also, Accounting Rate Of Return (ARR) or discounted cash flow techniques namely, Net Present Value (NVP), and others. Furthermore, this information is useful for stakeholders, Governments, non-governments, Academics and GSK in the financial arena, on an informational level and in addition, for the varied appraisal techniques for the SME sector. According to Warren Buffet, it is the procedure of sending out cash to work for you, in the hope to receive profit at a later date.
IAT’s connect the statistical procedure to the mathematic framework applied to evaluate the future ability to work successfully, to attain profits from an investment. Which is viewed as a risk management mechanism that is more extensive than the norm, to now the modern Payback period (PBP), Net Present Value (NPV), Accounting Rate of Return (ARR), to the stimulation models (Peterson and Fabozzi, 2002). Therefore, the application of these techniques are believed to be the finest tools for investments, because of the effectiveness to forecast if an investment will have a successful outcome, encompassed by the possibilities of being unsure of the process of planning for disastrous outcomes. 


[bookmark: _Toc72176099]The Pay Back Period Technique:            
[bookmark: _Hlk71446668]The Payback period (PBP) this technique gives GSK the time it takes to receive the initial investment by way of net cash flows, from an investment or plan of action. Even though analysis has brought to light that it is a well-liked investment appraisal  technique, applied and utilised by many individuals and is significantly applied mostly in the financial or business environments, which is because of how effortless it is to apply and has been used for several years but it does have its weaknesses (Adeniyi et al., 2012). Furthermore, because of these weaknesses, Watson and Head (2007) revealed that PBP should only be applied or  considered as one of many techniques that maybe applied for the assessment, or consideration of investments, for further scrutiny. However, the technique will furnish GSK  with a certain degree of clarity on how quickly an investment will return, mature and avoid risks. 
There are many managerial staff that link risk with association of time, and consequently the more time it takes to return an initial investment the more there are (risks) associated with that particular investment. Furthermore, in addition to the weaknesses already mentioned by Adeniyi et al. (2012) this technique does not take-into-account the time value of money, therefore, not allowing for an even balance to cash flows, and disregards the time it takes to happen. In addition, it does not take-into-account any payback period, therefore, not being able to be utilised and gauge certain schemes, which is due to the lack of indiscriminate assessment of schemes. Profit-making schemes with distant financial returns, are shelved for the schemes that return investments much faster and might not be as beneficial financially. 
[bookmark: _Hlk71454603]Even though the discounted payback techniques, have a modern outlook, the implementation of the PBP process does not take into consideration the time value that money has, already mentioned above, or the risks associated with it, e.g., inflation, interest rates, exchange rates, as well as others which may impact future financial gains of an investment. The recommendation that has been administered to PBP techniques are to only allow asset/schemes that will payback an initial investment which is the same, or which has a pre-planned investment time. Hence, although an investment may show profitability but takes a considerable amount of time to return on the investment period, these schemes are normally shelved. Furthermore, PBP Technique principles relies on the type of scheme and the cash it returns (Adeniyi et al., 2012).    
The technique above will be applied  in this section to GSK which will be the Payback Period (PBP), which will denote what project the organisation should invest in for the future.

Year Projected Cash Flows (£m)
	A                                        B
0.       -80          -80                -75         -75
1.        25           55                  50          25
2.        25           30                  20          05
3.        20           10                  20
4.        55                                 10
3+(0.18) = 3.18 (PBP) A.                      2+(0.25)= 2.25  (PBP)  B.

A. This project as represented above by the numbers will take 3.18 years to complete these payments for this project.
B. This project will take 2.25 years to complete payments for this project. 
   
[bookmark: _Toc72176100]Accounting Rate of Return (ARR):
According to Kengatharan, and Clamenthu, (2017) the main focus for financial management is to increase profits for shareholders, furthermore, there is also the focus on (what an organisation should invest in, for instance GSK, to actually increase profits). There is also financing to consider too. And other various options to consider here also, and the connections between the trio (Freeman and Hobbs, 1991). For organisations, such as GSK to have any investment success, decisions that are made in the boardroom are vital for an organisations survival. In addition, investment decisions, alongside investment appraisals are far reaching procedures that are made for the best intentions of an organisation which assists with the increase of finances (Gitman, 1988). In these more current times, the focus has turned the applications of various theories to financing and managerial analysis, in way’s to seek out value for the organisation (Hatch and Cunliffe, 2006). Accounting Rate of Return (APR) are yearly accounting profits which attained through an investment and are divided yearly by an average financial investment for the duration of an organisations existence (Elumilade et al. 2006). Which is a similar position to what GSK are seeking now. Non discounted procedures related to cash flow methods are called naïve methods, which do not utilise the cash flow procedures, but views present value in a methodical course of action. ARR the more frequently applied naïve.         
Wambua and Koori, (2018) ARR is a continual selection for businesses that are seeking growth for their organisations. ARR has so much value because it supplies so much data on how an organisation will be affected financially and how GSK will be able to sustain its capacity to furnish their accounting obligations. Further study has also uncovered that organisations characteristics has an uncanny way of deciding the type of investment techniques the organisation should apply. The lending establishments based in Nigerian agricultural sector focussing on the overall conditions of the economy, with their main focus on multi linear regression models. Their analysis uncovered that the effectiveness of cash flow management in the countries agriculture sector the lending establishments believe there is a requirement for the Nigerian government to administer an interest rate policy that is able to increase the ability of the lending procedure for the sector (Abdul and Shaibu, 2013).  
In spite of this evaluation, the analysis focal point was the cash flow management, and their understanding that a gap had been developed. Additionally, because of this analysis the realisation of the connection between Accounting Rate of Return and the financial activity amidst SME’s, in Nairobi, Kenya. The effectiveness of Accounting Rate of Return focussing on the financial activities, the analysis concluded that Accounting Rate of Return most definitely has a vital importance. The SME’s undertake and contemplate cash flows and cash flows for investment and the damage that naturally occurs during the lifespan, but organisations do not  take-into-account the time value of money. Hence, Accounting Rate of Return has an unequivocal part to play for the improvement to SME’s performance financially, which is the position GSK find themselves in at this present time.     
The technique that will be applied  here for GSK is Accounting Rate of Return (ARR).
See ratio figures below for both projects.

[bookmark: _Toc72176101]Accounting Rate of Return:        
Project A. = 0.14 Ratio  
Project B. = 0.116 Ratio

[bookmark: _Toc72176102]The Net present Value (NVP) Technique:
[bookmark: _Hlk71481562]There, are many investment appraisals which approximate the analysis of pro’s and con’s concerning costs which may be rolled out over many months, or possibly years, and many of these choices will possibly have various cost beneficial outcomes. So, with this thought in mind, in the process of comparing all the various choices it is vital to change these profiles to a standard measure. Which is carried-out by the way of ‘discounting’ the flow of yearly costs and benefits and generate a Discounted Cash Flow (DCF) as already mentioned earlier. The final total of a discounted cash flows, which covers an appraisal period, is what is known as the Net Present Value (NPV) (Adeniyi et al., 2012; Rich, et al., 2018; Petri, P, K., 2020).             
This is a discounted cash flow technique, which is able to measure numbers, for the purpose of  the discounted cash flows of a plan of action, or an enterprises existence, which considers money’s time value. In consequence, the NVP discounts jointly the inflows and outflows of an enterprise by applying a rate of return on finances that decides in advance, the financial gains of a particular enterprise. To arrive at the present value of an enterprises discounted cash flows it is required to take-into-account, current value of outflows, which are deducted from the inflows of cash (Adeniyi et al., 2012; Rich, et al., 2018; Petri, P, K., 2020).                  
The NVP total sum may have a positive or negative value. Usually, but not always the application of the NVP investment technique will have positive effects which gives an indication that an enterprise gets the green light, and indicates profitability, however, a negative indication uncovers that there is little, or no profit and the enterprise should be shelved. Additionally, an NVP which reveals a zero rating in the form of discounted cash inflow, which is equal to the cash, which is discounted as cash outflow, this indicates an enterprise will bring in profitable returns, which equates to cost of capital, therefore, is considered to have the green light, this is because all operative costings will be furnished by cash outflows of the enterprise  (Adeniyi et al., 2012; Rich, et al., 2018; Petri, P, K., 2020).             
[bookmark: _Hlk71481503]Albeit, in these moments it could, an enterprise may not reap any kind of financial benefit, it is still deemed well advisable, to seek out such enterprises which may have the possibility of turning profitable in the future if management sees fit. This could be due to unforeseen economical, indicators, changes to interest rates, or financing rates, government policies, and other matters, which are able to stop an enterprise on the spot, however, if all those unforeseen indicators change for the better, the plans can then be put in motion. According to Kadondi, (2002), NVP is a modern investment evaluation technique that focusses on wealth creation, that also incorporates the time value of money, as well as the cash flows of enterprises (Adeniyi et al., 2012; Rich, et al., 2018; Petri, P, K., 2020).             
The technique that will be applied here for GSK is Net Present Value (NVP) see below figures for both projects.
[bookmark: _Toc72176103]Net Present Value:
Project A. = 16.55 m   Project B. = 16.05 m     

By applying all the strategies above, Payback Period, Accounting Rate of Return, and Net Present Value, the project that should be adopted is project (B), this is because this project takes the least amount of time to pay back, and also taking-into-account the advice from Adeniyi, et al., (2012) that some projects would not get off the ground due to how long it may take to get your initial investment back and is the main reason project (B) has been selected.


[bookmark: _Toc72176104]Conclusion:
Furthermore, there are two significant factors which will see GSK really put to the test in 2021, which are how well the carry-out the splitting up of the company’s strategy, as well as the success with the COVID vaccines.    
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Liquidity Ratios in Comparison to Rivals

Current Ratio	2016	2017	2018	2019	2020	J	&	J 2020	Roche 2020	AstraZeneca2020	0.87948000000000004	0.59870500000000004	0.75261199999999995	0.81043699999999996	0.91416799999999998	0.45904699999999998	5.48855	1.306081	Quick Ratio	2016	2017	2018	2019	2020	J	&	J 2020	Roche 2020	AstraZeneca2020	0.61096799999999996	0.38955200000000001	0.50913699999999995	0.56315999999999999	0.64344400000000002	0.37533100000000003	3.2644489999999999	1.22732	




GSK. GER	2016	2017	2018	2019	2020	J	&	J 2020	Roche 2020	A, Zeneca 2020	0.17610000000000001	3.0516999999999999	6.1699999999999998E-2	2.5700000000000001E-2	2.0199999999999999E-2	4.0000000000000001E-3	6.9999999999999999E-4	0.82	


Profitability Ratios of GSK and Rivals  

O/P M	2016	2017	2018	2019	2020	J	&	J	Roche	AstraZeneca	0.03	0.13	0.17	0.2	0.22	0.82	0.36	0.19	G/P M	2016	2017	2018	2019	2020	J	&	J	Roche	AstraZeneca	0.66	0.65	0.66	0.64	0.65	0.19	0.31	0.8	ROCE(%)	2016	2017	2018	2019	2020	J	&	J	Roche	AstraZeneca	2.5999999999999999E-2	7.2999999999999995E-2	0.114	9.5000000000000001E-2	0.109	0.11600000000000001	0.22900000000000001	2.7E-2	ROE (%)	2016	2017	2018	2019	2020	J	&	J	Roche	AstraZeneca	1.7999999999999999E-2	3.7999999999999999E-2	7.0000000000000007E-2	6.6000000000000003E-2	7.9000000000000001E-2	8.3999999999999995E-3	1.4999999999999999E-2	3.0999999999999999E-3	
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