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Coca-Cola Company Financial Performance Evaluation
Coca-Cola Company Brief Background
Coca-Cola's background and history are traced back to the late 1800s in Atlanta, America. In 1886, John S Pemberton, a pharmacist, developed a syrup that was sold to a small community in his neighborhood. The drink was mainly sold to small parties and functions even though a significant quantity of the syrup was sold to Asa Chandler, a businessman.  John Pemberton sold the drink per glass when Joseph Biedenham introduced a new method of selling the syrup in glass bottles (Al Tunaji, 2019). A few years later, chandler sold the syrup's rights to a group of three businessmen who then took over the rights of bottling the product. For each bottle, these businessmen were required to pay one dollar. The Coca-Cola syrup at the time of its development was branded as a tonic used to treat various ailments and complications. In its development, Pemberton used a combination of cocaine and extracts from the coca leaf. With time the product increasingly became a lot more popular, and its market demand significantly increased, which saw the business again sold for $ 2300, giving birth to the Coca-Cola incorporation, which then started operating as Coca-Cola Company by 1892 (Anders, 2011). In 1893, the Coca-Cola Company was then registered in the US patent office, which transformed it into a legal operating entity of the United States.  However, not long before its incorporation, Coca-Cola was again sold for a purchase price of 25 million dollars in 1919 by a group of American investors under the leadership of Ernest Woodruff in the state of Atlanta (Pratap, 2017).  In the early 19th century, Coca-Cola began to penetrate the global market environment, such as India and East Germany, during 1993.  
Coca-Cola's background in the United Kingdom is similarly traced back to the early 1900s when the "son of Coca-Cola" first visited London.  During his first visit to London, Chandler arrived with about five gallons of the product, which he started selling by august 1900 in the United Kingdom. On the contrary, Asa did not make significant sales, and business was very inconsistent up around the 1920s when the product started making its way in the United Kingdom beverage market. Presently, Coca-Cola is known to be owning about six manufacturing plants in the whole of the UK. These centers, among others, include the Milton Keynes manufacturing center, which was built in 1976. The Milton Keynes center produces an estimated number of 60 million cases of Coca-Cola's products per year.  Secondly, the company also owns the Northampton distribution center, which was established in 1993. Currently, Coca-Cola is an established global brand with operations in various regions of the world and countries such as the UK, America, Australia, the Philippines, South Africa, and many other countries.  In all its operations, the global entity produces various products, including energy drinks and beverages such as Zico, coconut water, Fanta, Coca-Cola, minute maid, and sprite, among others.
Coca-Cola’s business model   
The Coca-Cola Company operates under a broadly differentiated business strategy in which it offers products that are of high quality, packing, alongside promoting branding and brand loyalty.  Coca-Cola also has several other business practices in its business model in which it practices intensive product marketing and rigorous market reach (The Coca-Cola Company, 2018). The Coca-Cola Company has also, for long, been characterized as one of the world's leading quality producers in the highly competitive beverage industry. To ensure such effectiveness and performance, Coca-Cola’s business model is to focus on choice, the customer, and lastly, convenience (The Coca-Cola Company, 2017). The company undertakes several activities and processes, such as the continuous evolution of its business practices that can effectively support customer loyalty, satisfaction, and convenience in the market.  With such a business model and strategy, the multi-national entity has continued to serve all its customers on a global scale satisfactorily.
Coca-Cola intends to use a multi-faceted business model that will give its customers what they want instead of producing what the company desires (Anders, 2011). In such a way, the company's management is undoubtedly the company's strategic objectives concerning convenience, the customer, and choice are fulfilled.  Therefore, it is a combination of such practices that will ensure that the entity's products will meet customer preferences and the ever-increasing health concerns among its consumers. For example, Coca-Cola has started producing several beverages that have low or no sugar concentrations. Such beverages, among others, include coke zero. Besides the above strategies, Coca-Cola is also applying the use of cost leadership in the market. Since it is an established global entity, Coca-Cola properly understands the different market dynamics, and it is through such an understanding of the market that can determine a leading market price for the products.
Coca-Cola’s market place 
Coca-Cola is a multi-national business entity with operations in more than 200 countries across Africa, Europe, Latin America, and Asia (Coca Cola, 2019). In all its markets and regions of operation, Coca-Cola serves and distributes about 1.9 billion products on average, including soft and energy drinks. To ensure that such objectives are achieved, Coca-Cola employees several regional distributors and partners who reach out to its customers (Coca Cola, 2019). The company's marketplace comprises customers with varying needs, tastes, and preferences with an age bracket of 15 to 35 years. However, the company mostly focuses on non-alcoholic customers and the youths in all its markets (Pratap, 2017).
Through its local distributors in the various market regions, Coca-Cola can serve customers through retail sellers, wholesale grocery individuals, among others. The company only makes the syrups and the beverages sold to various distributors and bottling agents who then reach out to the market directly (Hartogh, 2007).   
Coca-Cola’s Major competitors
The global beverage market industry is comprised of several market competitors, including domestic and international beverage manufacturers (The Coca-Cola Company, 2017).  Due to such a large number of market producers, the industry is extremely competitive. However, because Coca-Cola has been in the industry for a significant period, many of these competitors are relatively weak compared to the multi-national business entity. These small and regional competitors have a low level of competitive advantage, which renders them weak. Therefore, in a highly competitive industry, not so many manufacturers can pose significant competition to the entity. Such firms in the beverage industry include PepsiCo, Dr. Pepper Snapple, and nestle, among others. Of these highlighted few competitors, PepsiCo is the primary competitor to Coca-Cola in the global beverage market (Pratap, 2017).
Significant events in Coca-Cola in the past five years
In response to the increasing market demands for more health consumption habits and the need to uphold its business model, Coca-Cola has taken strategic decisions regarding product modification in the last five years as one of its significant events. By 2017, Coca-Cola announced that it would be introducing new customer-centric products in the market: which will reduce that rate of sugar consumption among its customers. Such a decision, according to the company's governing body, would enhance the strategic approach of focusing on what the consumer wants rather than producing what the company desires (The Coca-Cola Company, 2015). Therefore, Coca-Cola decided to reduce the sugar concentration level in over 500 of its product brands in different market regions.  This decision was reached, and the already existing process, which saw 3900 of the company's products have reduced sugar levels.
The company has also announced its decision to participate in community awareness projects concerning low sugar consumption and the launching of new products with zero sugar percentages (The Coca-Cola Company, 2018).   Coca-Cola has invested significant sums of dollars in these health awareness campaigns in the last five years as part of its significant market events. New company products with no sugar on the market currently include coke zero, Coca-Cola life, diet, and Coca-Cola light, among other products.  
Part B 
  The five-year financial performance analysis of Coca-Cola is conducted using various financial ratios, which are grouped according to different categories. In the analysis, the ratios that will be assessed will involve the liquidity assessment ratios, gearing ratios, profitability ratios, and efficiency ratios. Some of the examples of ratios that will be calculated in these categories will include the quick ratios, return on assets, and return on equity.  Gearing ratios that will be calculated will include the Debt to equity ratio and the company's debt ratio. Each category of the financial performance ratios will be calculated as indicated below in the different tables for the five-year period of Coca-Cola.



PROFITABILITY RATIOS (ROE and ROA)
Return on equity (ROE)
The return on equity ratio is a profitability financial ratio mechanism through which an entity's profitability performance is analyzed in relation to its total equity. Therefore, the ratio is used to determine the company's ability to generate profits while using its shareholder's equity. Mathematically, the return on equity is determined by dividing the entity's net income by its total shareholder's equity and multiplied by 100. ROE is therefore denoted as a percentage, and even though the acceptable ROE varies for each industry, it is essential to note that an ROE between 10 to 15percent is always considered essential. The table below shows Coca-Cola's five-year ROE. 

Table 1: Coca-Cola’s five-year
	return on equity 
	 
	 
	 

	period 
	2019
	2018
	2017
	2016
	2015

	net income 
	$8,497.00
	$6,434.00
	$1,248.00
	$6,527.00
	$7,351.00

	shareholder’s equity 
	$6,156.00
	$19,058.00
	$18,977.00
	$23,220.00
	$25,764.00

	ROE 
	138%
	34%
	7%
	28%
	29%




Table 2:  Coca-Cola’s five-year ROA 
	period 
	2019
	2018
	2017
	2016
	2015

	net income 
	$8,497.00
	$6,434.00
	$1,248.00
	$6,527.00
	$7,351.00

	total assets 
	$307,569.00
	$83,216.00
	$87,896.00
	$87,270.00
	$90,093.00

	ROA 
	3%
	8%
	1%
	7%
	8%






GEARING RATIOS
Table 3: Coca-Cola’s five-year Debt to equity ratio
	debt to equity ratio 
	 
	 
	 
	 

	period 
	2019
	2018
	2017
	2016
	2015

	total debt amount 
	$2,721
	$64,158
	$68,919
	$64,050
	$64,329

	total equity 
	$6,156
	$19,058
	$18,977
	$23,220
	$25,764

	debt to  equity ratio
	0.44205653
	3.3664603
	3.6317121
	2.7583979
	2.4968561




Table 4: Coca-Cola’s five-year Debt ratio 
	debt ratio 
	 
	 
	 
	 

	period 
	2019
	2018
	2017
	2016
	2015

	total  debts 
	$2,721.30
	$64,158
	$68,919
	$64,050
	$64,329

	total assets 
	$307,569
	$83,216
	$87,896
	$87,270
	$90,093

	debt ratio 
	0.008847771
	0.7709815
	0.7840971
	0.7339292
	0.7140288



LIQUIDITY RATIOS 
Table 5: Coca-Cola’s five-year current ratio
	period
	2019
	2018
	2017
	2016
	2015

	current assets
	$808,431.00
	$30,634.00
	$36,545.00
	$34,010.00
	$33,395.00

	current liabilities 
	$559,141.00
	$29,223.00
	$27,194.00
	$26,532.00
	$26,930.00

	current ratio
	1.445844608
	1.0482839
	1.3438626
	1.2818483
	1.2400668




Table 6: Coca-Cola’s five-year Quick ratio 
	quick ratio
	 
	 
	 

	period 
	2019
	2018
	2017
	2016
	2015

	current assets 
	$808,431
	$30,634
	$36,545
	$34,010
	$33,395

	inventories 
	$220,317
	$2,766
	$2,655
	$2,675
	$2,902

	current liabilities
	$559,141
	$29,223
	$27,194
	$26,532
	$26,930

	current assets - inventories 
	$588,114
	$27,868
	$33,890
	$31,335
	$30,493

	quick ratio
	1.05
	0.95
	1.25
	1.18
	1.13


EFFICIENCY RATIOS
Table 7: Coca-Cola’s five-year fixed turnover ratio
	 
	fixed asset turnover ratio 
	 
	 

	period 
	2019
	2018
	2017
	2016
	2015

	net sales 
	$1,102,912
	$6,434.00
	$1,248.0
	$6,527.00
	$7,366.00

	average fixed assets 
	$36,371.5
	$2,340
	$954.5
	$1,719.00
	$965.00

	 Fixed assets turnover ratio
	30.32
	2.75
	1.31
	3.80
	7.63



Analysis of Coca-Cola’s financial ratios
Table 1 of Coca-Cola's financial analysis reflects the company's ROE, indicating its ability to utilize its shareholder's equity to generate revenues. In the last five years, the company has effectively generated income inflows by using its shareholder's equity.  However, in the five-year period, 2017 indicates that its ROE was very low compared to the other periods.  From the ROE analysis of table 1, 20217 generated a Return on Equity of 7%, which is far below the general benchmark of 10 or 15%.  Although the five-year period has been relatively fluctuating, the company has performed above average. For instance, the company as registered percentage returns on equity ranging between 29, 28, and 34% over the past five years is an indication of the company's ability to effectively utilize its shareholder's equity to generate company returns. 
In the market, Coca-Cola's return on equity is still low compared to its major competitor PepsiCo. Although calculations show that Coca-Cola's values are high, its major competitor is realizing better returns. For example, while Coca-Cola's return on equity is in 2018, and 17 was 34, and 7%, PepsiCo's return on equity was recorded at 108.36 and 39.97% in the same years.  Therefore, such trends are an indication that Coca-Cola's shareholder's equity is less effectively utilized to generate company returns compared to other potential market players such as PepsiCo.
 The second table shows Coca-Cola's Return on assets ratio (ROA). The ratio measures the degree of efficiency and effectiveness to which an entity's assets are utilized to generate income.  The ratio is calculated by dividing the total assets' value of a company in a given financial year by the net income generated in that particular period. According to the rule of thumb, an effective Return on assets ratio should be at least 5%, implying that an entity's assets should have a minimum contribution to the net income in a given period. In the five-year period, Coca-Cola’s ROA has been relatively positive with a percentage contribution of at least 7% except during the 2019 and 2017 periods where the ratio was 3 and 1% in the respective years.  Therefore, besides 2017 and 2019, Coca-Cola’s ability to utilize its assets in generating income inflows has been above average except during the two years.  
Tables 3 and 4 represent the company's gearing ratios, including the Debt to Equity ratio and the debt ratio. A Debt to Equity ratio of a company is a financial measure that is used to analyze the ratio of an entity's equity to its obligations.  It, therefore, measures the level of an entity's leverage ratio in financing an entity. The ratio is, therefore, used to determine how effectively Coca-Cola's equity can be used to pay off its total debt amount.   Mathematically, the D/E ratio is calculated by dividing the periodic total Debt by its totals shareholder's equity.  Although the Debt to equity ratio varies for every industry, a 1.5 ratio is an acceptable debt to equity ratio.  Therefore, if an entity's Debt to equity ratio exceeds 1.5, then the chances are high that a company risks being highly leveraged. The five-year period D/E ratio analysis of The Coca-Cola Company indicates a relatively worrying state of affairs. According to the five-year results, Coca-Cola's equity is relatively insufficient to meet its total Debt.   D/E figures of 3.3, 2.7 among other outcomes in the different periods, indicate t at much of the company's assets are financed by Debt except in 2019, where the figure is low. The 0.44 and 0.714029 in 2019 and 15 respectively are showing a worrying trend. According to the above two-year rations, the company's equity can only finance about 44% of its total Debt in 2019 and about 71% in 2015.  Therefore, it is clear that Coca-Cola's equity value is continuously declining as its debt amount increases. If such a trend continues, then Coca-Cola risks the threat of being highly leverage soon.
However, when compared to other potential competitors’ projections, Coca-Cola’s D/E ratio is slightly low and acceptable. Because these ratios tend to vary between industries, it is essential to create comparisons between Coca-Cola’s outcome and other beverage producing entities such as PepsiCo. Therefore, the review carried out in the market shows that PepsiCo has had Debt to equity ratios ranging between 4.85 and 6.7 in the past five years. Such ranges, when compared to Coca-Cola's figures, indicate that the company is still effective in its debt management practices.
 On the other hand, the debt ratio indicates the percentage of a company's Debt to its assets. Entities with high debt ratio values are anticipated to have a high debt level compared to their assets. The higher the debt ratio, the higher the percentage of assets financed through Debt. The ratio determines how much of the assets are financed through Debt. According to the results, in 2016, over 70% of Coca-Cola's assets were financed through Debt, and a similar trend continued happening. Therefore, it is evident that Coca-Cola's assets are financed through Debt, which increases the entity's leverage ratio.
On the other hand, the quick and current ratios, as presented in tables 5 and 6, are liquidity ratios used to evaluate Coca-Cola's ability to pay off its short-term obligations. The quick ratio is a financial measure that is used to determine the company's ability to pay off its short-term obligations while using its most liquid assets such as cash at hand. The current ratio, on the other hand, is a financial measure that is used to evaluate a company's ability to pay off its current obligations, especially those within one year. Unlike the quick ratio, the current ratio assesses the ability of a company to meet short-term obligations that are within one year. The quick ratio, on the other hand, focuses on evaluating the ability to meet obligations that are less than a year or those that require immediate attention. An entity is presumed to be having the capacity to pay off its short-term obligations if it has a quick ratio of 1. The current ratio, on the other hand, should at least 1.2 or 2. If any of the company’s liquidity ratios fall below these figures, then there is a high possibility that such a company has high chances of failing to pay off its current liabilities. Looking at the Coca-Cola Company, it is evident that the entity has sufficient current assets to pay off its current obligations because of its significant liquidity values for the past five years. For instance, the company has had its current ratio in the last years ranging between1.04 to 1.44. Such a performance implies that the company has sufficiently been able to meet its short-term obligations in the same period.  When compared against other entities such as PepsiCo, Coca-Cola still has a better ability to meet its current obligations as PepsiCo’s ratio lies between 0.86 and 1.51 in the same period.  The quick ratio, on the other hand, reflects a relatively average outlook for Coca-Cola, with its ratio between 0.95 and 1.31.  PepsiCo’s quick ratio in the same period is recorded to lie between   0.66 and 1.05. The evaluation still shows that Coca-Cola is still outperforming its major market competitor in regards to liquidity. 
Table 7 presents the fixed asset turnover ratio of the company in the last five years. Generally, the ratio evaluates the company's operating performance.  The ratio is used to compare the net sales and the average fixed assets in a given period. It is obtained by dividing the net sales by the average fixed assets of a company.  The average fixed assets, on the other hand, are calculated by subtracting the net fixed asset's beginning balance from the ending balance and then dividing by 2. The ratio particularly determines how an entity is effectively utilizing its fixed assets to generate income, and the higher the ratio, the better the performance.  Such an interpretation is because a higher turnover ratio indicates a greater efficiency in managing fixed assets and investments. The rule of thumb describes a turnover asset ratio between 2 and 2.5 as a good asset turnover ratio.  For the Coca-Cola Company, this ratio has been recorded to be around 1.31 to 7.6, which means that the company has been able to generate a good asset turnover ratio in the last five years. A higher turnover ratio indicates a greater efficiency in managing fixed assets and investments. According to the last five-year projection obtained in table 7, Coca-Cola's fixed assets turnover ratio shows that assets are relatively managed to generate revenues for the firm, although still below 10% for most of the periods. It is only in 2019, where the ratio is showing significant results of up to 30%.
Possible Recommendations on how to improve the financial management of a company 
Overall, the entity’s financial performance is relatively in a stable state. Although Coca-Cola’s gearing ratios seem to be reflecting a worrying state, the margins are still small. Therefore, the company still has sufficient capacity to reverse the situation because its profitability ratios are still indicating a positive outlook (Mashkour, 2019).  However, since Coca-Cola is a publicly listed company, it is recommendable for the company to embrace an equity-based financing system. The company’s management should evaluate obtaining equity capital as an alternative way of reducing the increasing leverage ratio.  In most cases, financing business activities tend to attract more risks, such as interest rate changes, and the monthly or periodic payments can be challenging to meet in some incidences (Drake, n.d).
The financial management of a company can be improved by enhancing efficient inventory management techniques, such as business data analytics.  These are electronic means through which an entity can keep track of its inventory and stock in the given period. When an organization has effective ways of maintaining its inventory and stock, the possibilities of incurring unplanned expenses are reduced. In the long run, a company can effectively know when to purchase new stock. An example of these data analytics is a cloud-based system that automatically updates stock levels in an organization.  
For entities that constantly operate on credit sales, it is essential to establish a reliable customer credit score upon which customers are assessed before being granted a credit. In that way, a company such as Coca-Cola can effectively ensure that its debtors can pay off their debts and reduce the receivables turnover ratio. It is also an essential practice to lengthen the payback period of a company's debts, whereas reducing the receivables period. Through such a practice, a company can ensure that it has a constant cash inflow, which is vital in facilitating a high working capital to run the daily activities.  The other possible recommendation that can enhance effective financial management is through using long term debt agreements with fixed interest rates. In the financial market, long term loan agreements tend to secure an entity from constant interest changes and fluctuations that may affect the financial status of an entity. Because interest rates of such securities are usually low and paid back over long periods, the company is protected from experiencing significant cash outflows that may present financial risks in the long and short-term.  







PART C:
Payback period 
	 
	project A 
	 

	payback period (GBP millions) 

	year 
	annual cash flow 
	cumulative cash  flow 

	0
	£85,000
	£85,000

	1
	£10,000
	£75,000

	2
	£20,000
	£55,000

	3
	£40,000
	£15,000

	4
	£55,000
	£40,000

	payback period
	 
	2.73



	 
	Project B 
	 

	year 
	annual cash flow 
	cumulative cash  flow 

	0
	-£90,000.00
	-£90,000.00

	1
	£25,000.00
	-£65,000.00

	2
	£30,000.00
	-£35,000.00

	3
	£35,000.00
	£0.00

	4
	£40,000.00
	£40,000.00

	payback period
	 
	1.00


 
The payback period is a measure of how long a project will take to recover the total amount invested incurred while undertaking a given project.  Usually, the payback period is measured in days or years, and the project that takes less time to recover the full investment amount is selected. There are majorly two approaches to calculating the payback period of an investment, depending on whether the cash flows are even or uneven. For the even cash flows, the payback period is determined by dividing the initial investment amount by the net cash flow.  For uneven project cash flows, the payback period is determined by using the cumulative method of calculating the payback period.
Because the projects have uneven annual cash flows, it is essential to determine the cumulative cash flows for the projects' different periods. Additionally, the payback period of the projects is determined using the following mathematical system. Payback period = A +.  In the formula, A denotes the last period (year) with a negative cumulative cash flow. On the other hand, B represents the absolute value (the value that is not negative in the cumulative column at the end of period A. C is the cash flow of the period that follows period A.  According to the results, project A has a payback period of 2.73 years, obtained as (3+ (-15,000/55,000).  Project B, however, has a payback period of 1 year, which is generated from the same formula. Therefore, according to the payback method, project B is still a better investment as it pays back the initial amount invested in less time compared to project A. According to projects A and B, it is recommendable to choose project B because it has a shorter recovery period of one year.  
NET PRESENT VALUE  
	 
	 
	project A
	 

	period 
	0
	1
	2
	3
	4
	 

	Initial inv.
	-£85,000
	 
	 
	 
	 
	 

	cash  flows
	 
	£10,000
	£20,000
	£40,000
	£55,000
	 

	DCF @ 10.5%
	1
	0.90
	0.82
	0.74
	0.67
	 

	PVS 
	-£85,000
	£9,050
	£16,380
	£29,646
	£36,890
	 

	total PVs
	 
	 
	 
	 
	 
	£91,966.35

	NPV 
	 
	 
	 
	 
	 
	£6,966.35








	 
	 
	project B 
	 

	period 
	0
	1
	2
	3
	4
	 

	Initial inv.
	-£90,000
	 
	 
	 
	 
	 

	cash   flows
	 
	£25,000
	£30,000
	£35,000
	£40,000
	 

	DCF @ 10.5%
	1
	0.9049774
	0.81898405
	0.741162
	0.670735
	 

	PVS 
	-£90,000
	£22,624
	£24,570
	£25,941
	£26,829
	 

	total PVs
	 
	 
	 
	 
	 
	£99,964.02

	NPV 
	 
	 
	 
	 
	 
	£9,964.02



The net present value (NPV) is a financial analysis approach that uses the principle of discounting down future investment returns to their present value. While applying the approach in project evaluation, the net present value requires that an investor or project should discount future project inflows to their current value.  In doing such, an investor or project analyst is able to determine the current value of future expected cash inflows of the project. The NPV system of project evaluation is used to account for the time value of money of investments at a given discount factor. Investments with a positive NPV are usually deemed viable projects, and those with a negative NPV usually are regarded as non-profitable investments. According to the outcomes obtained from conducting the NPV analysis of projects A and B, both projects appear financially viable.  Therefore, each of the two projects has the potential to generate positive returns in the predetermined period. However, project B is a more viable investment that Coca-Cola should consider as the priority because of its ability to generate a higher NPV than project A.  



ACCOUNTING RATE OF RETURN
	 
	 
	project A 
	 

	year 
	0
	1
	2
	3
	4

	net income 
	 
	 £  10,000.00 
	 £  20,000.00 
	 £  40,000.00 
	 £  55,000.00 

	initial investment 
	-£ 85,000.00 
	 
	 
	 
	 

	AAR
	-36.76%
	 
	 
	 
	 



	 
	 
	project B 
	 

	year 
	0
	1
	2
	3
	4

	net cash flows  
	 
	 £  25,000.00 
	 £  30,000 
	 £  35,000 
	 £  40,000.00 

	initial investment 
	-£ 90,000.00 
	 
	 
	 
	 

	AAR
	-36.11%
	 
	 
	 
	 



Unlike the other two methods, the ARR approach determines the rate of return of a given project.  Occasionally, investors are more interested in allocating their funds in projects that have a positive ARR, and the higher the ARR rate, the more attractive an investment. Concerning the two projects A and B, both projects have a negative outcome, which implies that none of the two is a good investment. However, since project B has a better payback period and a higher NPV, and yet its ARR is slightly better than that of Project A, it is recommendable to choose project B instead of A.
Advantages and disadvantages of the methods
PBP advantages and disadvantages 
One of the advantages of the payback period is that it is easy to use, interpret, and calculate. Secondly, the method is a good way of raking different projects in terms of payback periods. Most investors are interested in building investment portfolios that can generate quick returns within the shortest period.  Therefore, through using the payback period system of project evaluation, an investor can easily tell and choose the most effective investment given any available options. 
The disadvantage of using PBP is that it neglects the time value of money, and it is also limited by coverage as it focuses on only the selected period of interest. In some instances, the performance of a project is not only determined by the time it takes to pay back its initial investment. Factors such as inflation and changes in interest change significantly affect the project's performance, which requires the analyst or investor to factor in macro-economic factors of inflation and market return.  Secondly, some investments are developed with a primary objective of delivering qualitative outcomes such as healthcare provision, and hence their performance cannot be assessed over monetary returns and cost recovery.  
NPV advantages and disadvantages 
The NPV system is a suitable method of evaluating an investment because it considers the time value of money, and it also recognizes the cost of capital of investment. Unlike the payback period approach, net present value evaluates a broad range of factors that have a significant impact on a project's performance. By analyzing and discounting down the future project cash inflows, the method provides a more reliable way of project evaluation than the payback period system.  The NPV system incorporates the relationship between the future and current financial periods, which ultimately provides an informed procedure for selecting an investment option.    
The disadvantage of using NPV is that the system operates on assumptions and guesswork in some instances. Secondly, NPV is not an effective way of creating comparisons between multiple projects of varying sizes. In the financial market, strategic investment decisions are not entirely based on assumptions.  Unfortunately, the NPV system of evaluating investments places a significant percentage of its assertions, procedures, and conclusions on assumptions. Such assumptions are always misleading, which results in poor decisions that consequently affect the investors and analysts, especially when they are not cautiously applied.  The NPV's inability to create a comparison between various projects also makes it unreliable, especially for investors who deal in mutually existing projects. In some scenarios, the performance of a given project significantly depends on another.  Therefore, both investments in such scenarios need to be evaluated concurrently. However, for such projects, NPV is deemed inefficient and limited in its application for various types of projects.  
ARR advantages and disadvantages
The ARR approach is easily calculated since it is concise and brief. Secondly, ARR also pays attention to the net earnings of a project, its depreciation, and many other factors that can significantly impact the performance of a project.  On the other hand, ARR is limited by differing results, mostly when people use ROI and ARR on the same project.  Additionally, ARR makes it hard to determine a fair project value hence misleading outcomes and guidelines. It also does not pay attention to the time value of an investment. 
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