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Part A). Introduction
1. History and Business Model
A multinational fast-moving consumer goods company, Unilever makes food, drinks, clothes, and personal care items. Unilever operates in over 190 countries and has its headquarters in London, UK, and Rotterdam, Netherlands. It sells meals and drinks, detergents, perfumes, personal and cosmetic items, and health products. Unilever's organizational model uses "fractal organizations” (Stanford, 2022). This enables firms and brands to live practically independently and adapt to change. Dove, Knorr, Lipton, and Magnum are among the brands this model can accept. Sustainability is a major principle, and the company's business strategy encourages sustainable living.
2. Market Place and Major Competitor
Unilever faces tough worldwide competition from Procter and Gamble. Both companies fight for market share in all their product areas. Competition P&G, established in Cincinnati, Ohio in 1837, also makes Tide, Gillette Pampers, and Crest. In many locations, Unilever and P&G compete directly in beauty, personal, and home care.
3. Major Recent Events (2019-2024)
[bookmark: _Hlk174220364]3.1 Change of Leadership
The company has had its share of leaders with Paul Polman, the previous CEO, succeeded by Alan Jope in 2019. Cramer was succeeded by Jope who used to head the Beauty and Personal Care division of UL. He amplified the company’s strategic directions toward digitization and sustainability. He has continued to ensure that Unilever achieves this set goal, of making sustainable living the norm.
3.2 Earnings Forecasts, and Company Performance
In December 2019 Unilever released a profit warning through the slow sales growth in the emerging markets. This was a very important session because it revealed the problems the company had faced when seeking to experience steady growth, especially under the increasing volatility of the global economic situations (Hossain et al. 2024). However, the company quickly adapted and shifted their focus on the e-commerce and digital sales channels, especially during the period of COVID-19 which clearly showed that more and more people prefer to buy products online.
3.3 Legal Issues
There was a legal challenge on Unilever concerning the firm’s environmental impacts. The company resolved a legal case related to pollution in Indonesia in the same year which was an indication that more multinational firms were being held to account on environmental practices (Chandra and Jatmika, 2022). Although this was an expensive settlement, it also brought back the determination to the Company to enhance the sustainability standards that it has displayed.
3.4 Mergers and Acquisitions
M&A activities therefore have been adopted deliberately by Unilever in an effort to strengthen its arsenal. In 2020 it acquired a brand of health-science nutrition and wellness known as Liquid I.V. This acquisition was strategically to Unilever's goal of moving into higher-growth, higher-margin categories (Unilever Plc, 2024).
3.5 Strategic Changes
Unilever planned a major reorganization in 2020, towards a category structure from the geographical approach it used before. This was intended to increase the competitive flexibility of business and its adjustment to market conditions. Also, in 2021, Unilever pledged to make all the packaging material it uses reusable, recyclable or compostable by 2025, proving definitely a good progress was made in this regard (Annadur and Jain, 2023).
[bookmark: _aomz6221k107]Part B). Financial performance review 
[bookmark: _Hlk174221347]1. Profitability Ratios
	Category
	Ratio
	Formula
	Unilever
	Procter and Gamble

	
	
	
	2023
	2022
	2021
	2020
	2019
	2023
	2022
	2021
	2020
	2019

	Profitability Ratios
	1. Return on Equity (ROE)
	Net Income / Shareholders' Equity
	31.24%
	35.22%
	30.63%
	31.61%
	2.88%
	1.51%
	0.93%
	6.26%
	9.82%
	7.98%

	
	2. Gross Profit Margin
	(Revenue - Cost of Goods Sold) / Revenue
	42.24%
	40.23%
	42.30%
	43.45%
	44.01%
	-6.13%
	14.68%
	8.20%
	16.50%
	15.25%



Fundamental indicators of a company's tendency to turn profit compared to its sales, equity, or other financial benchmark are profitability ratios. Of these, Gross Profit Margin and Return on Equity (ROE) really stand out.
Return on equity (ROE) It shows how profitable a business is making use of the stocks owned by its founders. A greater ROE implies that the business is more adept in turning its equity into income. The return on equity of Unilever exhibits a varied pattern in 2019 and 2020. 2019 had a very low ROE of 2.88%; it then swiftly rose to 31.61% in 2020, then somewhat fell in 2021 to 30.63%; it peaked at 35.22% in 2022 before once again declining to 31.24%. Variance in profit margins and changes in shareholder ownership over time might help to clarify this volatility (Lindgren, 2024). Although the latter changes indicate operational or market difficulties, the dramatic rise from 2019 to 2020 may be attributable to either a rise in net income or effective shareholder equity management. Procter and Gamble (P&G) started at 7.98% in 2019 and peaked in 2020 at 9.82%. Then it dropped gradually to 0.93% in 2022 before rising to 1.51% in 2023. While the little rise in 2023 points to a likely rebound or improvement in profit generating compared to equity, the drop from 2020 to 2022 might point to operational inefficiencies or difficulty in maintaining profitability (Baragiola and Mauri, 2021).
Gross profit margin gauges the items' production and selling potency of a corporation. Starting at 44.01% in 2019 and declining to 42.24% in 2023, Unilever's Gross Profit Margin has somewhat fallen throughout the years. This drop suggests either increasing price pressures or manufacturing expenses, hence lowering profitability. The Gross Profit Margin shows great fluctuation for P&G. Its value in 2023 is somewhat negative, -6.13%, down from 14.68% in 2022 and as high as 16.50% in 2020. P&G's negative margin in 2023 indicates that their COGS surpassed their earnings, maybe in response to pricing difficulties, supply chain interruptions, or rising manufacturing costs. Variations in P&G's margin across years reflect variations in revenue earning capacity and cost control capacity (Liozu and Hinterhuber, 2022).
These ratios have a great impact on Unilever and P&G. Although Unilever is financially successful, its very stable but somewhat dropping ROE and Gross Profit Margin indicate that the corporation finds it challenging to maintain its profit margins intact and effectively capitalize on the ownership equity (Martins, 2021). From this, calculated changes in cost control, pricing policies, or investment in efficiency enhancements might follow in terms of P&G, the clear volatility and current negative gross profit margin create serious operating challenges. The dropping ROE highlights even more P&G's need to correct inefficiencies and maybe change its business plans to raise profitability and shareholder returns. If both businesses want to increase their profitability ratios and sustain long-term development, they should concentrate on streamlining their operations, cutting expenses, and looking at new income sources (Martin, 2022).







[bookmark: _Hlk174221363]2. Liquidity Ratio
	Category
	Ratio
	Formula
	Unilever
	Procter and Gamble

	
	
	
	2023
	2022
	2021
	2020
	2019
	2023
	2022
	2021
	2020
	2019

	Liquidity Ratios
	1. Current Ratio
	Current Assets / Current Liabilities
	0.76
	0.75
	0.7
	0.78
	0.78
	7.17
	2.5
	1.64
	1.07
	1.05

	
	2. Quick Ratio
	(Current Assets - Inventory) / Current Liabilities
	24.70%
	25.24%
	25.27%
	24.85%
	27.99%
	7.09
	2.48
	1.62
	1.05
	1.03



The capacity of a company to satisfy its immediate needs without generating outside revenue will be much influenced by its liquidity ratios. Two useful measures of liquidity are the quick and current ratios.
One obtains the current ratio by dividing current assets by current liabilities. This ratio shows whether a corporation may pay off its short-term debt from its current assets. A ratio larger than 1 indicates a positive short-term financial situation as it signifies that the corporation has more current assets than current liabilities (Kliestik et al. 2020). From 2019 to 2023 Unilever's current ratio was somewhat constant, ranging from 0.76 to 0.78. This stability testifies to consistent management of its current assets and commitments. The ratio below 1 suggests that Unilever would find it difficult to fulfill its short-term needs alone with its current assets. Conversely, Procter and Gamble (P&G), jumps from 1.04 in 2019 to 7.16 in 2023, displaying quite high and unstable values. Such high levels show an excess of current assets compared to obligations, which would point to either inefficient use of assets or even a cautious attitude to liquidity management (Wang, 2020).
Sometimes referred to as the "acid-test ratio," the quick ratio is calculated by removing inventory from current assets then dividing by current liabilities. More precisely than the present ratio, this one measures a company's capacity to meet its short-term liabilities without depending on product sales. Unilever's Quick Ratio has somewhat dropped from 27.99% in 2019 to 24.70% in 2023. This suggests a little decrease in its capacity to pay off temporary debt without depressing sales. As values grow from 1.02 in 2019 to 7.08 in 2023 P&G's fast ratio reflects the volatility seen in the present ratio. Given their quite high degree of liquid assets excluding inventories, these numbers either highlight inefficiencies in asset utilization or a somewhat conservative liquidity policy (Smith, 2022).
For these two companies namely P&G and Unilever, these ratios are very important. Unilever’s generally stable but still relatively small current ratio and quick ratio point to its ability to insistently fail at meeting its short-term needs without additional spending. It might create a cash flow problem; expenses such as bills, repairs, emergencies, or a recession. It is possible for Unilever to increase efficiency of working capital that, in turn, enhances present obligations and/or current assets (Osho, 2022). Unilever on the other hand needs to focus on fortifying its position as to liquidity in an effort to ensure it can meet all its short-term obligations as and when they arise while P&G can in most part focus on leveraging on asset utilization to ensure that it has good returns from the assets used while at the same time ensuring that enough liquidity is available to meet short term obligations. Two companies need to adapt some of their strategies in order to increase the liquidity ratios in accordance with the increased general operating and financial goals.
[bookmark: _Hlk174221374]3. Gearing Ratios
	Category
	Ratio
	Formula
	Unilever
	Procter and Gamble

	
	
	
	2023
	2022
	2021
	2020
	2019
	2023
	2022
	2021
	2020
	2019

	Gearing Ratios
	1. Debt-to-Equity Ratio
	Total Debt / Total Equity
	125.63%
	120.81%
	133.47%
	149.85%
	182.86%
	6.79%
	2.58%
	5.70%
	0.91%
	0.83%

	
	2. Interest Coverage Ratio
	Earnings Before Interest and Taxes (EBIT) / Interest Expense
	9
	12.64
	17.08
	10.84
	9.74
	0.26
	7.58
	8.24
	10.51
	8.32



Gearing ratios of a company show its financial leverage and debt capacity. The debt-to-equity ratio and the interest coverage ratio include two fundamental gearing ratios.
Higher debt-to-equity ratios indicate more leverage, which implies the firm is borrowing more to operate, hence increasing profitability but also running more financial risk. Unilever's debt-to- equity ratio declined over five years from 182.86% in 2019 to 125.63% in 2020. Even this fall, Unilever has a high borrowing ratio. This downslope indicates either debt cancellation or equity increases meant to lower leverage (Knolle, 2020). P&G Low debt dependence shows P&G is cautious about leverage and prefers equity financing with a low debt-to-Equity ratio ranging from 0.83% in 2019 to 6.79% in 2023.
Interest coverage ratio froms operational data guides one to determine a company's debt interest capacity. Better capability for interest-paying ability shown by higher ratios reduces financial risk. Unilever's Interest Coverage Ratio peaked in 2021 at 17.08 then fell to 9.00 in 2023. Rising interest rates or lower EBIT which indicates a less ability to pay interest may be the sources of this decline. Starting at 8.32 in 2019, P&G's Interest Coverage Ratio peaked at 10.51 in 2020 then plummeted to an alarming 0.26 in 2023. This notable decline alludes to P&G's sales insufficient to cover EBIT or debt's interest.
In relation to the two firms namely Unilever and P&G, these ratios are quite relevant. Nevertheless, analysis of the selected ratios such as the high debt-to-equity ratio revealed that debt is mostly reliant on which may increase financial risk especially during a period of an economic downturn at Unilever (Setyowati et al. 2023). On the other hand, the declining trend suggests that measures are being taken to reduce debt or increase equity hence reducing the risk. A firm’s ability to pay-off its debts as and when due may be affected by variability in the profitability or interest obligations as represented in the variable interest coverage ratio could affect Unilever. So, if Unilever has aspirations of being able to certainly meet future debt obligations, it has to ensure that it closely monitors its debt level and strongly focuses on the ability to generate profit (Awalia et al. 2023).
Based on the firm's Debt to Equity Ratio, P&G has a moderate plan with a strong equity base implying less of financial risk. What is more, the Interest Coverage Ratio has decreased rapidly to 0.26 in 2023, however, strongly calls into question P&G’s debt paying capacity, hence the recommendation to either reduce its debts or improve the way it settles debts (RIBEIRO, 2021). This would indicate either tremendously substantial income reductions or recent increased use of debts. Either reducing its borrowing rates or raising its EBIT will also assist P&G in coming out of the problem very fast.
The current high but reducing debt- equivalence and fluctuating interest indemnification ratio of Unilever suggest in general a requirement for disciplined approach to both, leverage and earnings volatility. While high Levels of debt is not an issue for P&G due to its low dependency on this form of financing (Zhang, 2022). The numbers suggest an urgent need to either raise the company’s margins and thus profitability or lower the amount of debt it has; a very low Interest Coverage Ratio supports this observation. Similarly, both businesses have to alter intentions through aiming at finding a middle ground for financial leverage and the assurance of enough income to cover interest liabilities in order to retain solvency and reduce risk.
	Category
	Ratio
	Formula
	Unilever
	Procter and Gamble

	
	
	
	2023
	2022
	2021
	2020
	2019
	2023
	2022
	2021
	2020
	2019

	Efficiency Ratios
	1. Inventory Turnover Ratio
	Cost of Goods Sold / Average Inventory
	6.73
	6.05
	6.46
	6.43
	6.99
	0.25
	32.32
	60.02
	30.3
	28.38

	
	2. Accounts Receivable Turnover Ratio
	Net Credit Sales / Average Accounts Receivable
	2.57
	2.44
	2.48
	2.44
	1.87
	17.19
	631.5
	13.36
	13.96
	16.35


[bookmark: _Hlk174221391]4. Efficiency Ratios


Efficiency ratios let one assess how well a company makes use of its resources to generate sales and regulate operations. The accounts receivable turnover ratio and the inventory turnover ratio are two rather significant efficiency ratios that help one to grasp credit sales performance and inventory management.
Inventory turnover ratio depicts a company's inventory frequency replacing sales frequency over time. Strong inventory management, demonstrated by a larger share, helps the organization turn assets into profits (Panigrahi et al. 2021). From 2019 to 2023, Unilever's Inventory Turnover Ratio was 6.43–6.99. From 6.99 in 2019 to 6.73 in 2023, the little decline suggests weaker sales or higher inventory levels, slowing inventory turnover. Procter and Gamble (P&G) has extreme volatility, with a 2023 ratio of 0.25, down from 32.32 in 2022 and 60.02 in 2021. Given the large decline in 2023, which may suggest overstocking or decreasing sales, such volatility may signify huge sales volume or inventory management adjustments.
Net credit sales divided by average AR yields a turn over ratio. This ratio measures credit sales-based company revenue gathering effectiveness. More percentage points mean better credit management and faster receivables collection. Unilever's accounts receivable turnover ratio increased from 1.87 in 2019 to 2.57 in 2023, indicating improved receivable collection. P&G maintains good values, but its ratio drops to 17.19 in 2023 from 6.31 in 2022. Extreme volatility in credit sales or accounts receivable management in 2022 may indicate speedy collection or a substantial fall in receivables.
Ratios of kind have a big impact on P&G and Unilever. Unilever's consistent but rather declining Inventory Turnover Ratio guides on the need of better inventory control to avoid overstocking and ensure efficient sales (Malik, 2023). The better accounts receivable turnover ratio indicates increased efficiency in collecting receivables, which may assist to increase cash flow and reduce bad debt risk. Unilever should focus on maintaining good inventory levels and continuous improvement of receivables management if it wants to raise overall operational efficiency.
The major changes in both ratios jeopardize operational stability and efficiency for P&G. The abrupt drop in the Inventory Turnover Ratio to 0.25 in 2023 indicates declining sales or most likely overstocking, which would tie down capital and increase storage costs. Variations in the accounts receivable turnover % indicate variations in credit sales management and collection efficiency, therefore influencing cash flow stability. P&G has to overcome these issues by reducing inventory levels, simplifying sales methods, and improving receivables management if it is to assure improved operations and financial stability (Rosario, 2022).
Unilever's very consistent efficiency ratios highlight the requirement of continuous inventory management and receivables collection to preserve and improve operational performance. The obvious fluctuations at P&G lead to serious issues with inventory control and credit sales management, which need deliberate steps to balance and improve efficacy. Both companies have to modify their operating strategies to maximize asset utilization and ensure effective management of inventory and receivables, thus improving the total financial performance and efficiency.
[bookmark: _Hlk174221401]5. Recommendations
[bookmark: _Hlk174221412]5.1 Inventory Management: This ratio depicts that Unilever’s Inventory Turnover Ratio is somewhat low, this might indicate over inventory or slow turnover. Therefore the organization should adopt and upgrade its inventory management systems and adopt Just in time (JIT) inventory of lean solution inventories. They can also assist in controlling the amounts of excess inventory, decreasing holding costs, and simply making sure that available inventory is what is more popular in the market today (Karani, 2022).
[bookmark: _Hlk174221422]5.2 Receivables Collection: The aspect of improving in Account Receivable Turnover Ratio of Unilever shows a better picture gradually. Although the mentioned approaches help enhance students’ performance significantly, there is still potential for improvement. The strategic apex of this company needs to strengthen credit policies and may include the recommendations of strict credit authorization and rebates for early payments. Another way to control the average collection period is through the use of enhanced receivables management software since it has the capability to enhance the physical collection process.
[bookmark: _Hlk174221434]5.3 Debt Management: Unilever also has a high Debt-to-Equity Ratio which implies a lot of debt financing is used and this can be very dangerous especially when the economic conditions are unfavorable. Leverage also has to be managed by either refinancing high-interest, by issuing more equity or by using retained earnings to pay down the debt. This will cut down on the interest expenses thus reducing the firms’ financial risk (Barnes et al. 2020).
[bookmark: _Hlk174221446]5.5 Cost Efficiency: The only way that would make Unilever more profitable according to the current situation is if the firm is to reduce costs. This is a process that requires the firm to look for ways of improving its supply chain management, avoid wastage and enhance the efficiency of energy use in all its production centers. Hence, implementing sustainable practices does not only save cost but also increase the company’s reputation and conformity to the international sustainability standards.
[bookmark: _Hlk174221460]5.6 Innovation and Market Expansion: The funding of research activities for the purpose of developing new goods and services and enhancing the current ones can work as a growth stimulator. It is also noteworthy that the expansion of goods and services, including innovation in new unexplored markets, also generates new income. Another internal factor that may influence Unilever is to adopt the use of big data analytics in predicting consumers’ behavior so as to align their products (Reza, 2020).
Unilever, a multinational company, finds it complex and advantageous to apply changes in the financial and operational activities. To increase operative and financial efficiency, strengthening working capital management is crucial for Unilever, in particular, it needs to regulate further inventory management, reconsider receivables collection policy, and reduce the company’s debt-to-equity ratio. Operational efficiency and revenue enhancement and increased emphasis on innovative and new market development can be useful for a company’s growth and for showing a good level of profitability. Thus, the implementation of these strategic initiatives will be the key to the enhancement of the company’s financial stability and to retaining competitive advantage and solid long-term growth rates. These efforts will help Unilever to effectively be able to manage future uncertainties in the market and hence continue delivering value to its shareholders and customers.
[bookmark: _c4xoehm5j9ml]Part C). Investment appraisal 
Unilever is a leading international consumer goods company with its main location in both the Netherlands and London and the corporation is always seeking further acquisitions to maintain sustained and steady competitiveness. Regarding the calculative criteria there are a number of them that are used in recognising the viable projects, these are Payback period (PBP), accounting rate of return (ARR) and Net present value ( NPV). These methods provide data on the potential of investment and the revenues received from investments and aid in making managerial decisions. This assessment has to do with two non-intersecting projects, A and B, and the positions of PBP, ARR, and NPV (Sinaga et al. 2020). The high importance of the selection of financial tools for the appraisal is stressed due to the fact that the appraisal is not only based on the performance numbers but also considers the advantages and limitations of these tools and secondary data. Further, it also brings in the factors that are closely associated with non-financial attributes that help in proper assessment of investment propositions.
[bookmark: _Hlk174222128]1. Payback Period
	Payback Period

	Year
	Projected Cash Flow A
	Cumulative Cash Flow
	Projected Cash Flow B
	Cumulative Cash Flow

	0
	-£ 80.00
	-£80.00
	-£     	75.00
	-£75.00

	1
	 £ 25.00
	-£55.00
	 £      	50.00
	-£25.00

	2
	 £ 25.00
	-£30.00
	 £      	20.00
	-£  5.00

	3
	 £ 20.00
	-£10.00
	 £      	20.00
	 £15.00

	4
	 £ 55.00
	 £45.00
	 £      	20.00
	 £  5.00

	Payback Period of Project A
	  	4.82
	Payback Period of Project B
	  	3.50

	
	4 years 10 months
	
	3 years 6 months



Project A is calculated to have a Payback Period (PBP) of 4 years and 10 months, while Project B, on the other hand, has a PBP of about 3 years and 6 months. As a rule, a short PBP is preferable as the return of the initial investment occurs faster, and the subject’s exposure to risks and uncertainties associated with its business is limited. Thus, by this aspect of PBP, Project B seems more favorable.
In this respect, several limitations should be noted for the PBP method. It neglects the time factor implying that it gives the same value to money today as it does to money that is to be received in the future hence under estimating cash flows in the future. Also, PBP fails to consider any cash flow, which is generated after the payback period, thus excluding the overall profit of the project (Sinaga et al. 2023). In this case, project A brings a large cash inflow in year four of £55m, thus this is not brought out clearly by the PBP measure.
Consequently, non-surprisingly, Project B seems more lucrative based on PBP because of a shorter payback period, although PBP is insufficient for such an evaluation only. There are other procedures like NPV and ARR, which factor profitability and time value of money into its evaluation, which is very important in making sound investment decisions.
[bookmark: _Hlk174222166]2. Accounting Rate of Return
	Accounting Rate of Return

	Year
	Projected Cash Flow A
	Projected Cash Flow B

	0
	-£                          80.00
	-£         	              75.00

	1
	 £                      	25.00
	 £                       	50.00

	2
	 £                      	25.00
	 £                       	20.00

	3
	 £                      	20.00
	 £                       	20.00

	4
	 £    	                  55.00
	 £                       	20.00

	Total Profit
	 £                    	125.00
	 £                     	110.00

	Average Annual Profit
	 £                      	31.25
	 £                       	27.50

	Accounting
Rate of Return
	0.39
	0.37

	
	39.06%
	36.67%



Dividing the average yearly profit by the original outlay produces the accounting rate of return (ARR). Project A generates an average yearly profit of £31.25m and an ARR of 39.06% turning £125m completely. With an average yearly profit of £27.5 million and an ARR of 36.67%, Project B makes a total profit of £110 million. With regard to its starting capital, Project A demonstrates greater return as its ARR is higher than Project B's. Project A attracts more people in terms of profitability considering a bigger % return on investment. 
ARR offers a simple profitability metric but has limits as well. Most critically for correct financial evaluations (Vipond, 2023). It ignores the time value of money or the timing of cash flows are also overlooks liquidity issues by concentrating only on accounting gains instead of cash flows. Among other things, Net Present Value (NPV) considers time value of money and offers a more full picture of the financial performance of the projects, therefore affecting your decision of investment.
[bookmark: _Hlk174222195]3. Net Present Value
	Net Present Value

	Year
	Projected Cash Flow A
	Projected Cash Flow B

	0
	-£                          80.00
	-£                           75.00

	1
	 £                      	25.00
	 £                       	50.00

	2
	 £                      	25.00
	 £                       	20.00

	3
	 £                      	20.00
	 £                       	20.00

	4
	 £                      	55.00
	 £                       	20.00

	NPV
	 £                      	15.10
	 £                   	    14.65



Project A's NPV is £15.10 million and Project B's NPV is £14.65 million. Discount future cash flows using the company's cost of capital to get NPV; then, removing the original investment produces
Projects with good NPVs should provide value beyond their original outlay. Factoring the time value of money, Project A does, however, have a significantly greater NPV than Project B, indicating it provides a rather better return. Project A, with its greater NPV, should raise shareholder wealth more than Project B.
The NPV approach is well-known for respect of the time value of money and rigorous evaluation of cash flows across the project life (Espinoza et al. 2020). Though NPV has benefits, it depends on the discount rate and requires precise cash flow estimates. Project A is the best one depending only on NPV. Still, a total investment selection depends on including non-financial elements in addition to additional financial criteria like ARR and PBP.
[bookmark: _Hlk174222215]4. Comparison
	Technique
	Advantages
	Shortcomings
	Considerations for Non-Financial Factors

	Payback Period (PBP)
	Simple to Understand: PBP is straightforward and easy to calculate, making it accessible for quick decision-making (Cevikcan and Kose, 2021).
	Ignores Time Value of Money: Does not consider the timing or discounting of cash flows, potentially leading to inaccurate investment evaluations over longer periods.
	Risk and Liquidity: Helps gauge liquidity and risk exposure by indicating how quickly initial investment can be recovered.

	
	Focuses on Liquidity: Provides insights into how soon the project will recoup its initial investment, which is crucial for short-term liquidity planning.
	No Consideration of Cash Flows Beyond Payback Period: Ignores cash flows beyond the payback period, missing out on long-term profitability assessments (Chizmar et al. 2020).
	Strategic Alignment: Aligns with strategic goals and operational needs of the organization, particularly in terms of cash flow management.

	
	
	
	Stakeholder Impact: Considers the broader impacts on stakeholders such as employees, community, and environment (Imteaz et al. 2021).

	Accounting Rate of Return (ARR)
	Focuses on Accounting Profit: Measures profitability based on accounting profits, providing a clear indication of returns relative to accounting metrics.
	Ignores Time Value of Money: Similar to PBP, ARR does not account for the time value of money, potentially leading to distorted long-term investment decisions (Siziba and Hall, 2021).
	Ethical and Social Considerations: Evaluates projects in terms of their ethical implications and social responsibility.

	
	Simple Calculation: Like PBP, ARR is easy to calculate and interpret, making it accessible for initial screening of projects (Ragazzini, 2021).
	Depends on Accounting Measures: Relies solely on accounting figures, which may not reflect actual cash flows or economic profitability accurately.
	Legal Compliance: Considers legal compliance and regulatory requirements associated with the project.

	
	
	
	Cultural Fit: Assesses alignment with organizational culture and values.

	Net Present Value (NPV)
	Considers Time Value of Money: Incorporates the time value of money by discounting future cash flows, providing a more accurate measure of profitability.
	Complex Calculation: NPV requires accurate estimation of discount rates and future cash flows, which can be challenging and subjective (Hommel  et al. 2023).
	Environmental Impact: Evaluates environmental impact and sustainability aspects of the project.

	
	Comprehensive: Provides a holistic view of project profitability over its entire life, accounting for all cash flows, both positive and negative.
	Assumes Reinvestment of Cash Flows: Assumes reinvestment at the discount rate, which may not always be feasible or realistic.
	Political Factors: Considers political stability and regulatory environment affecting the project.

	
	
	
	Reputation and Brand: Evaluates potential impacts on brand reputation and public perception.



There are a number of strengths and weaknesses of PBP, ARR, and NPV individually, however, all 3 methods are beneficial to capital project evaluation. PBP and ARR show the liquidity and accounting profitability but reflect the difficulties in making good investment decisions. Nevertheless, NPV incurs more versatility than APV because it incorporates time value of money into the project evaluation and offers a full-view projection of its profitability. Some important factors for a complete choice are risk management, strategy alignment, ethical implication, environment impact and relationship with the stakeholders apart from the financial data. Integrated evaluation of performance that involves both the financial and the non-financial items benefits the development and growth of the long-term value for the organization.
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