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1. [bookmark: _Toc164718590]Introduction 
1.1. [bookmark: _Toc164718591]History 

Founded in 1962 by Sam Walton, Walmart Inc. stands as the world's largest retailer, basing on the revenues, having extended to a number of superstores, grocery stores, and discount stores all over the world. The retail sector in which it reign in the industry is discount and supermarket retailing. Walmart operates with a set of values that underlie very much the business model, centered on "cost leadership," focusing on pricing that is the lowest for the range of products which form part of the selling assortment, which contributed significantly to its success on the marketplace (Walton, 2020).
The company is publicly traded and majority-owned by the Walton family. Starting with a single store in Rogers, Arkansas, it has now spread across the United States of America and is even a multinational corporation, with revenues well over $559 billion and more than 2.3 million employees throughout the globe.
In the United States alone, Walmart was reported to be the largest grocery retailer in 2019. For Walmart, the real strategic priority lies in the mammoth and efficient supply chain with direct dealings with suppliers and strategic relationships with vendors. Its distribution system is also one of the largest in the U.S. and is backed through private satellite communication with results in efficient operational management and cost reduction.


1.2. [bookmark: _Toc164718592]Major competitor

Walmart, as a leading retailer, faces competition from several major companies, each with its own distinct business focus and market strategy:
· Amazon - A behemoth in the e-commerce sector, Amazon offers an extensive range of products from electronics to groceries, often at competitive prices compared to physical stores. It's well-known for convenience and a vast selection of goods, making it a significant competitor to Walmart's online and brick-and-mortar operations https://www.comparably.com/ .
· Costco - Operating a chain of membership warehouses, Costco targets large families and businesses, offering bulk products at low prices. With a strong presence in the United States and a growing global footprint, Costco is a key player in the retail market, directly competing with Walmart on price and value https://www.comparably.com/ .
· Kroger - As one of the largest grocery chains in the U.S., Kroger offers a variety of retail stores including supermarkets and multi-department stores. With substantial revenue and a solid customer base, Kroger presents stiff competition to Walmart, especially in the grocery segment https://businessmodelanalyst.com/ .
· The Home Depot - Specializing in home improvement products, The Home Depot is the world's largest home improvement retailer. With a wide range of tools, construction products, and services, it competes with Walmart in the DIY and home goods market https://businessmodelanalyst.com/ .
· Walgreens Boots Alliance, Inc. - As one of the largest pharmacy store chains in the U.S., Walgreens offers health and wellness products, filling prescriptions, photo services, and more. Its focus on healthcare and consumer services puts it in competition with Walmart's pharmacy and health product offerings https://businessmodelanalyst.com/ .

1.3. [bookmark: _Toc164718593]Major events

Over the last five years, Walmart has continued to refine its business strategy in order to address the key challenges at hand and unlock new opportunities. Key highlights include:
Supply Chain Innovation: In April 2023, Walmart defined its next-generation supply chain as part of the strategy on the path of growth.
About 65% of their stores are meant to be automated by the end of Fiscal Year 2026. The idea is through this the capability of better-stocking items for more consistency and quality delivery services to stores and from stores to customers https://corporate.walmart.com/ .
Annual Reports and Shareholders' Meetings: This marks the date when Walmart publishes its yearly reports and shares the annual shareholders' meetings. The report for 2021 highlighted the company's resilience at the time of the pandemic and plans for continuing to invest in a diverse and inclusive workforce https://corporate.walmart.com/ .
COVID-19 Response: During the time of the COVID-19 pandemic, Walmart uniquely responded to giving cash bonuses to its associates, even those who were displaced, setting up testing sites, and contributing to vaccination efforts. It indicated said efforts were part of duties to associates and communities around them https://corporate.walmart.com/ . 
Investment in Sustainability and Equity: One of the goals declared by Walmart for 2020 was to be a regenerative company, handling responsibilities such as racial equity, which can be considered an intention for sustainability and a philosophy based on equity. This has been actualized since its founding https://corporate.walmart.com/ .
2. [bookmark: _Toc162208547][bookmark: _Toc163310224][bookmark: _Toc164718594]Calculation of financial ratios

The following is an in-depth critical review of Walmart's financial performance for the most recent financial year. This will cover profitability, liquidity, gearing, and efficiency ratios:

Here is Walmart Financial details:
	NO
	$ in Millions 

	Net Income 
	13910

	Revenue 
	572750

	Current Assets 
	81070

	Current Liabilities 
	87,379

	Total Debts 
	58418

	Shareholders’ Equity 
	91891

	Average Total Assets 
	244,860



Table 1:  Data of Walmart Financial Statements for Ratio Analysis
2.1. [bookmark: _Toc163310225][bookmark: _Toc164718595]Profitability Ratios: 

Profitability ratios measure the income of the company with respect to its income, assets, equity, and other financial metrics of the company. From the point of view of ascertaining financial soundness and also from the point of view of capacity for growth, distributing dividends, and luring in investors, they hold relevance.
Net Profit Margin
Formula: Net Profit Margin = (Net Income / Revenue) x 100 https://www.researchgate.net/ 
Net Profit Margin= (13910/572750) x 100= 2.4 %
Results
The Net Profit Margin at 2.4%, therefore, will imply that for every dollar realized as revenues, 0.024 dollars are retained as net income by Walmart. A Net Profit Margin of 2.4% would generally be acceptable within certain industries, particularly those that work with high volumes and low margins, two characteristics found in a majority of retail operations. This margin shows that Walmart management runs business operations effectively with high ability to turn sales into actual profit. Even at the scale of Walmart, even a small percentage is represented by a sizable absolute amount of profit. That can show, compared with the market averages and historical performance, if Walmart is raising the profitability, keeping stable, or maybe losing profitability. This should best be viewed within other financial metrics and operating factors that impact the overall picture in respect of financial soundness and performance of the organization.
2.2. [bookmark: _Toc163310226][bookmark: _Toc164718596]Liquidity Ratios:

Liquidity ratios look at the capability of a firm to meet short-term obligations using its current or quick assets. The high liquidity ratio would indicate that the current ratio of the company is 4 and 5 times larger than the actual current ratio in covering short-term debt.
Current Ratio
Formula: Current Ratio = Current Assets / Current Liabilities https://www.researchgate.net/ 
Current Ratio= 81070/87,379= 0.92
Results
A Current Ratio of 0.92 means that Walmart has $0.92 of the current assets to cover every one dollar of the current liabilities. This kind of ratio, therefore, leads to the conclusion that the company may not offset its short-term obligations in full by using short-term assets. Generally, a Current Ratio of 1 and above would be considered satisfactory, since it means the company would be able to meet their short-term obligations without having to liquidate long-term assets or pumping in more money in the business. A Current Ratio falling below 1, as is the case with Walmart, should ring an alarm bell logically in the minds of the Company's Short Term Liquidity and the ability to meet up with immediate financial obligation. Though it's important to note that this can be common in certain industries like retail, where typically working capital management is tighter. But this ratio should be taken in the context both of the industry average and historical performance of the firm. Further analysis related to the other liquidity ratios and cash flow and credit lines may be able to provide more complete clues with respect to the company's liquidity position. The ratio is one that both investors and creditors would be keen to look at where large changes may suggest some problems with liquidity. The size and market position, however, of Walmart could also mean that it might have ways of doing this effective management of short-term liabilities.
2.3. [bookmark: _Toc163310227][bookmark: _Toc164718597]Gearing (Leverage) Ratios:

Gearing ratios, sometimes called leverage ratios, take into consideration the proportion to which the operations of a firm are financed by equity as compared to creditor financing. This is of much use to gauge the financial structure and the level of the risk which the company has undertaken.
Debt-to-Equity Ratio
Formula: Debt-to-Equity Ratio = Total Debt / Shareholders' Equity https://www.researchgate.net/ 
Debt-to-Equity Ratio: 58418/91891= 0.63
Results
A 0.63 Debt-to-Equity Ratio entails, for every $1 of equity, Walmart has $0.63 in debt. This signifies a moderate level of financial leverage. A lower Debt-to-Equity Ratio would generally be considered better because it would indicate a low risk of insolvency and suggest that the main part of the company's funding is provided from equity rather than debt. It means that Walmart's financing is balanced with a share of both parts of debt and equity but not overly depending on debt. What is more important is the fact that the ratio is also within the standards of industries. On the other hand, companies in the retail business always find themselves having a higher ratio since their operations are capital intensive. This is a ratio which the investors and creditors may evaluate with respect to the risk from the financial structure of the company. On the other hand, such a moderate ratio, like Walmart's, might be considered a very positive signal since the company is not plagued by the overhang of debt and enjoys a stable equity base. This ratio, of course, should be taken hand in hand with the rest of the financial metrics and general economic context to make some weighted judgments about the real financial soundness and risk of the company.Top of Form

2.4. [bookmark: _Toc163310228][bookmark: _Toc164718598]Efficiency Ratios:

Efficiency ratios are also called activity ratios. They point towards the effectiveness of management in the deployment of resources both internally and outside.
Asset Turnover Ratio
Formula: Asset Turnover Ratio = Revenue / Average Total Assets https://www.researchgate.net/ 
Asset Turnover Ratio = 572750/ 244,860 = 2.33
Results
An Asset Turnover Ratio of 2.33 would mean that Walmart can generate $2.33 in revenue for each dollar of its asset. This evidently shows a high efficiency level of asset usage in revenue production. A higher ratio would indicate good use of assets by the company in generating sales. In the case of Walmart, a ratio of 2.33 is taken as good, more so for a retail company like it, where the investment into inventory and physical assets is huge. So, this ratio should be compared to industry averages and with competitors to judge this performance relative to others. For a retail giant like Walmart, due to its huge scale and very efficient operations, the expectation is that there should exist a higher asset turnover ratio. The ratio also indicates an indication of Walmart's inventory moving at a fast rate and the asset base yielding high volume sales in a base in both. This would be typical for successful retail businesses. Analysts and investors usually use this ratio to determine how the company is operationally efficient. A ratio as high as that for Walmart is generally appreciated, meaning that it effectively converts its assets to generate sales.
3. [bookmark: _Toc164718599]Evaluation of the ratios

Net Profit Margin (2.4%)
It is an important measure of profitability. Net profit margin, standing at 2.4%, might be treated as a small one for a retail giant in an industry with high margins, like Walmart. However, it is characteristic for the retail sector, which has its high-volume, low-margin business model (Brigham & Houston, 2019).
Comparing the net profit margin against industry averages and its historical performance. With that said, they would also seem to take Walmart's 2.4% margin and use it as an indication of the operational efficiency of the firm at its scale and the ability to post profits despite the thin margins (Ross et al., 2019).
Current Ratio (0.92)
For the current ratio that is less than 1, Gitman says it can be an indication of problems in liquidity. He goes on to indicate that a slightly less than ideal ratio might be nothing to be worried about for companies such as Walmart, with strong cash flows and inventory turnover. The company's ability to convert inventory quickly into cash provides a ratio even a little lower than 1 with some flexibility (Gitman, 2017).
The current ratio is useful as a liquidity indicator but should not be used alone. It is recommend that it is also necessary to assess the cash conversion cycle and the operational efficiency of Walmart to reach a more valid conclusion about the liquidity of the company (Brealey et al., 2020).
Debt-to-Equity Ratio (0.63)
The debt-to-equity ratio is low when a company has a conservative strategy of financing and, correspondingly, low financial risk. The ratio of 0.63 of the company indicates balanced financing by optimal combinations of debt and equity capital without resorting to over-leveraging (Titman et al., 2017).
Damodaran might gauge Walmart's debt-to-equity ratio as a financial management signal. He could say that the moderate leverage by the company allows flexibility for growth initiatives and, at the same time, provides a firm base for the business (Damodaran, 2012).
Asset Turnover Ratio (2.33)
2.33 of Walmart indicates that the company can effectively use assets in sales generation and is a determinant factor in the competition of the industry (Kieso et al., 2018).
Horngren, Sundem, and Stratton would likely point to Walmart's high asset turnover ratio, in support of revenue generation. This shows a good sense of efficiency in the way it is able to manage its large asset base, such as inventory and stores (Horngren et al., 2014).
4. [bookmark: _Toc164718600]Comparison with Competitor
Amazon financial report.
	NO
	$ in Millions 

	Net Income 
	-2,722

	Revenue 
	513,980

	Current Assets 
	146,791

	Current Liabilities 
	155,393

	Total Debts 
	169,900

	Shareholders’ Equity 
	146,043

	Average Total Assets 
	462,675



Table 2: Data from financial statements of Amazon
Here's a comparison of Walmart to Amazon based on the financial ratios calculated: so for calculation there is need to calculate Amazon’s financial ratios;
	Ratios
	Walmart
	Amazon

	Net Profit Margin
	2.4%
	-0.005%

	Current Ratio
	0.92
	0.94

	Debt-to-Equity Ratio
	0.63
	1.16

	Asset Turnover Ratio:
	2.33
	1.11








Table 3: Rations of Walmart and Amazon
Results 
4.1. [bookmark: _Toc164718601]Net Profit Margin: 

· Its net profit margin of 2.4% indicates that there is a profit of $2.4 made per $100 revenue. This shows that Walmart is working efficiently and controlling its expenses duly. 
· The net profit margin of Amazon amounts to -0.005%, indicating that it basically is breaking even with almost no profit out of every $100 revenue. This could perhaps be attributed to massive investment in the growth and expansion of the business, characteristics typical of most tech companies, of which Amazon is one.
4.2. [bookmark: _Toc164718602]Current Ratio: 

· Its current ratio of 0.92 would mean that Walmart has slightly current assets that are less than the current liabilities. The most probable will be a cause of short-term liquidity distress. However, the current ratios of retail firms are usually below one since they tend to have high inventory turnovers. 
· With a current ratio of 0.94, it indicates that Amazon holds slightly better short-term liquidity compared to Walmart. But, in absolute figures, it still is less than 1, indicating that Amazon also has more current liabilities than current assets.
4.3. [bookmark: _Toc164718603]Debt-to-Equity Ratio: 

· Walmart has a debt-to-equity of 0.63, showing that it holds debts at a moderate rate compared to equity. This may indicate that Walmart balances the approach to finance its operations with a mix of both debt and equity. 
· Amazon has a debt-to-equity ratio of 1.16, which is very high compared to Walmart. This implies that Amazon has far more dependencies on debts to finance their operations, either by very aggressive expansion or investment strategies.
4.4. [bookmark: _Toc164718604]Asset Turnover Ratio: 

· From this asset turnover ratio of 2.33, Walmart shows how it can be able to generate 2.33 dollars in revenues for every dollar in the asset. In the real sense, this is a great performance showing how Walmart effectively runs its assets to a position where it can easily generate more sales. 
· Being 1.11, it points out the fact that the asset turnover ratio of Amazon is still lower in comparison to Walmart. That is to say, less income is being realized with every single dollar of asset on Amazon, probably because they have more investment in fixed assets, for example, technology infrastructure.
Overall, compared to Amazon, Walmart appears to be more operationally efficient and of higher profitability due to the larger values for net profit margin and asset turnover ratio. But the better current liquidity position is above Amazon, and does use more debt for financing, as indicated by above industry debt to equity. The financial performance and the strategy differences reflect different business models and different industry dynamics between the two companies.

5. [bookmark: _Toc164718605]Recommendations on improving the financial management.

The following, therefore, are recommended herein for use in the improvement of Walmart's way of managing its finances.
Enhance Profitability: While Walmart's net profit margin is positive, there is room for improvement.
The company could devise strategies that focus on reducing costs, including supply chain optimization for efficient operation, and use technology to minimize operational expenses. The second strategy will bring out efforts by the company to increase revenue through an expansion of its e-commerce operations and during market entry.
Improve Liquidity: With a current ratio below 1, it would mean that Walmart has liquidity problems in the short term. The company should improve its current assets or decrease current liabilities. An increase might take place through better management of inventory, negotiation of longer terms of payment with suppliers, or refinancing short-term debt with long-term debt (Kuchumov et al., 2022).
Optimize Debt Management: Even though the debt-to-equity ratio of Walmart stands at a reasonable level, the management has to take due care that the debt level is under a close check and always remains at a manageable level. In this circumstance, Walmart can undergo debt restructuring or refinancing to benefit from low interest rates or a change in borrowing terms (Shapiro and Hanouna, 2019).
That is, the firm has the responsibility to make sure that there is a healthy balance of its debt financing with equity financing, not to over-leverage.
Maximiser Asset Utilization: The high ratio of asset turnover at Walmart indicates efficient use of assets. However, the company should continue looking at ways through which asset utilization can be further optimized. This may come from investments in technologies to enhance inventory management and/or re-engineering store layouts for improved customer flows—or even divestitures of underperforming assets.
Focus on Strategic Investments: Walmart should focus its investments and continue in areas moving in line with long-term growth objectives, which include e-commerce, technology, and sustainability initiatives. Such a scale may allow the company to weigh every investment's merits and assure them of making a profit with competitive advantages (Chang et al., 2020).
Strengthen Financial Planning and Analysis: The Company should improve the quality of its financial planning and analytical capabilities in order to be able to forecast future financial performance better and even identify some of the risks that may be forthcoming. Use of advanced analytics tools and development of sophisticated financial models may be part of it. This will help in streamlining the financial management of Walmart and improving its overall financial performance for a better position towards success in the competitive industry of retail (Shapiro and Hanouna, 2019).
6. [bookmark: _Toc164718606]Calculation of PBP, ARR and NPV 

6.1. [bookmark: _Toc164718607]Project A:

  Initial Investment: £5,000 million
  Cash Flows:
· Year 0: -£5,000 million
· Year 1: £2,500 million
· Year 2: £2,000 million
· Year 3: £1,000 million
· Year 4: -£442 million
Cost of Capital: 0.75%
Payback Period (PBP): The Payback Period is the time it takes for the project to repay its initial investment.
Year 0: -£5000
Year 1: -£5000 + £2500 = -£2500
Year 2: -£2500 + £2000 = -£500
Year 3: -£500 + £1000 = £500
Payback Period for Project A = 2 years + (£500/£1000) = 2.5 years
Accounting Rate of Return (ARR): ARR = (Average Annual Profit / Initial Investment) x 100
Average Annual Profit = (2500 + 2000 + 1000 - 442) / 4 = 1264.5
ARR for Project A = (£1264.5 / £5000) x 100 = 25.29%
Net Present Value (NPV): NPV = Σ (Cash flow / (1 + r)^t) - Initial Investment, where r is the discount rate (cost of capital) and t is the time period.
NPV = -5000 + (2500 / (1 + 0.0075)^1) + (2000 / (1 + 0.0075)^2) + (1000 / (1 + 0.0075)^3) - (442 / (1 + 0.0075)^4)
NPV ≈ -£5,000 + £2,482.14 + £1,980.29 + £988.14 - £438.04
NPV ≈ £12.53 million

6.2. [bookmark: _Toc164718608]Project B

Cash Flows for Project B:
· Year 0: -1000
· Year 1: 1500
· Year 2: 1000
· Year 3: 1000
· Year 4: -470
Cost of Capital: 0.75%
Payback Period (PBP) for Project B:
· Year 0: -1000
· Year 1: -1000 + 1500 = 500 (Payback achieved in Year 1)
Accounting Rate of Return (ARR) for Project B:
· Average Annual Profit = (1500 + 1000 + 1000 - 470 ) / 4 = 757.5
· ARR = (507.5 / 1000) * 100 = 75.75%
Net Present Value (NPV) for Project B:
· NPV ≈ -1000 + 1500 / (1 + 0.0075)^1 + 1000 / (1 + 0.0075)^2 + 1000 / (1 + 0.0075)^3 - 470 / (1 + 0.0075)^4
· NPV ≈ -£1,000 + £1,490.20 + £992.56 + £985.29 - £465.02
· NPV ≈ £3.03 million
Project A
Payback Period (PBP): 2.5 years.
Accounting Rate of Return (ARR): 25.29%.
Net Present Value (NPV): £12.53m
Project B
Payback Period (PBP): 1 year
Accounting Rate of Return (ARR): 75.75%
Net Present Value (NPV): £3.03 million
[bookmark: _Toc162208558][bookmark: _Toc164718609] 6.3 Evaluation of both projects
Payback Period: Project B can be considered having a shorter payback period than project A, as it recovers the initial investment faster. This could be attractive to investors who seek speedy return.
Accounting Rate of Return: The ARR of Project B is much bigger than that of Project A which indicates that the monthly net profit for Project B is greater than the investment made.
Net Present Value: A higher NPV for Project A in comparison to Project B reflects that this project is expected to generate a bigger value to the company over its lifetime when cost of capital is considered.

6.4 Recommendation:
The company ranks between Project A and Project B on its policy. If a company emphasizes shorter payback periods and higher annual profitability, Project B must be the best choice because of its shorter payback period and higher ARR. On the other hand, if the business is willing to pursue its long run value, then, Project A is advisable since it has a higher NPV.
It is also crucial to evaluate suitability in terms of risk, strategic alignment, and resource availability before making the final call. The chosen project in parallel with the overall investment strategy and long-term goals of the company should be ensured by the company as well.
6.5 [bookmark: _Toc164718610] Recommendations on selection of project

Project B should be adopted in case the priority is to mitigate the possible risks, to ensure greatest short-term profitability and to recover the invested capital as soon as possible. This takes on more significance if the organization has other investment opportunities or requirements for funds that are quite important and on a short-term basis.
Go for Project A, if your firm is interested in long-term value and you can allocate the necessary capital that will not compromise the other cash flows. Despite its relatively longer payback period and lower annual return rate, the Project A has ultimately a higher NPV which signifies a more valuable contribution to the company in the long term than Project B.

7. [bookmark: _Toc164718611]Recalculations of NPV, ARR, Payback period

Initial investments for each project increase by 10%, and all cash flows fall by 10%; 
Let's recalculate the NPV for both projects.
New Initial Investments:
Project A: £5000 * 1.1 = £5500 million
Project B: £1000 * 1.1 = £1100 million
New Projected Cash Flows (reduced by 10%):
Project A: [£2250, £1800, £900, -£442]
Project B: [£1350, £900, £900, -£470]
Calculating NPV with the cost of capital still at 0.75%
· Project A:
NPV = (-£5500) + £2250 / (1 + 0.0075)^1 + £1800 / (1 + 0.0075)^2 + £900 / (1 + 0.0075)^3 - £442 / (1 + 0.0075)^4
NPV = -£5500 + £2234.83 + £1785.66 + £893.49 - £439.25
NPV = £5.73 million
· Project B:
NPV = (-£1100) + £1350 / (1 + 0.0075)^1 + £900 / (1 + 0.0075)^2 + £900 / (1 + 0.0075)^3 - £470 / (1 + 0.0075)^4
NPV = -£1100 + £1340.52 + £893.49 + £893.49 - £467.13
NPV = £2.60 million
Commentary:
After adjusting for the increase in initial investments and the decrease in cash flows, the NPVs for both projects have decreased:
	NO
	NPV
	NPV After decreasing CF by 10%

	Project A
	£12.53
	£5.73

	Project B
	£3.03
	£2.60


Project A's NPV decreased £12.53 million to £5.73 million.
Project B's NPV decreased £3.03 million to £2.60 million.
Comments 
 The Net Present Value (NPV) for Project A has seen a drastic slide downwards from £12.53 million to £5.73million, mostly because the project has become more expensive with a higher initial investment and there is also a decrease of cash flow. Thereby, it is clear that this remarkable fall in NPV reduces the attractiveness of Project A for a foreign investor.
However, NPV for Project B revealed to be in net negative and experienced the decline of £420,000, going from £3.03 million to £2.61 million. The effect of the transitioning on project B was apparently milder than on project A, hence showing project B’s substantial value to the firm, but there was still some impact.


8. [bookmark: _Toc163310244][bookmark: _Toc164718612]Advantages and shortcomings of the PBP, ARR and NPV

Payback Period (PBP)
Advantages:
Simplicity and Accessibility: The accessibility of PBP even to non-financial managers makes it understandable to everybody thus facilitating easy conduct of liquidity assessments (Smith, 2021).
Risk Mitigation: The key functions of the performance measure of liquidity risk is the evaluation of the liquidity risk, which thereby gives a clear picture of the time frame in which the investment recovers its initial provision (Johnson, 2019).
Shortcomings:
Exclusion of Time Value of Money: The PBP is a limited tool because it disregards the fact that the value of money varies throughout time also making it difficult to estimate future profits.
Overlook of Post-Payback Cash Flows: Additionally, the benefits that are financially critical to happen after the recovery period are excluded by this method, which can make a project’s total value be undervalued (Taylor, 2021).
Accounting Rate of Return (ARR)
Advantages:
Direct Profitability Indicator: The ARR of costing asset’s profit directly with the payback period offers simple return on investment (Hansen, 2022).
Alignment with Accounting Principles: It is not different from accounting profit measures, thus, it makes it easy for management to understand and use. (Sanders, 2020).
Shortcomings:
Ignores the Time Value of Money: In a similar way, ARR also fails to reflect price changes that are likely to happen in future years which in turn can render the profitability imbalanced (Carter, 2019).
Benchmark Relativity: As a unitary ARR does not include a predetermined valuation criterion, this means that the investment decisions can prove to be inconsistent and arbitrarily fluctuating (Hansen, 2022).
Net Present Value (NPV)
Advantages:
Incorporation of Time Value of Money: The ability of NPV to reflect the time value of money and its entire evaluation of a project's financial effectiveness are some of the strengths (Langfield-Smith, 2023).
Provides Absolute Financial Value: The NPV provides a specific value in monetary format, which plays the role of quantifying the tangible profits for the project. (Greenwood, 2022).
Shortcomings:
Complexity in Calculation: NPVs complexity in determining its key components - cash flows estimation and discount rate selection - creates uncertainty (Langfield-Smith, 2023).
Subjectivity in Discount Rate Selection: Subjective judgment and inaccuracies of the NPV calculations are often involved into the matter of determining the discount rate (Mitchell, 2021).
9. [bookmark: _Toc163310245][bookmark: _Toc164718613]Non-financial factors

The NPV, IRR and payback period are good instrument for financial evaluation of a project, however the non-financial factors like, Environmental impact, Social acceptance and Government regulations also play a vital role in the decision making process. These components can either assist or hinder successful project just as much as its financial yields. Here are key non-financial considerations management should evaluate, Here are key non-financial considerations management should evaluate:

Strategic Alignment: It is very important that the venture is consistent and senior management buy-in for the project regarding its alignment with the company’s long-term aims and objectives. The management should re-examine the project in the light of whether the company vision, mission and the strategic directions are in agreement with the project (Kristi & Yanto, 2020).

Brand Impact: In the meantime, you should think about how this project is going to influence the marketing image of the company and how it is going to make itself more reputable. The implementations that lift the brand worth or stays attached to the brand's brand identity usually provide intangible benefits on a large scale (Tarmidi et al., 2020).

Customer Satisfaction: The implications to customer satisfaction first and foremost on what the client evaluates. A venture could make a negative financial benefit early in the idea life, but the success in the medium or long term will depend on the investment in projects that are focused on the loyalty, customer experience, or even the user need fulfillment.

Employee Morale and Capacity: Assess the project contribution in enhancing the employee's capacity and the effect of having to work more, such as changing workplace morale or the need for more skills training. The team's mood and expertise, as well as the awareness of the occurrence are the crucial moments for the realization of the mission (Zarzycka & Krasodomska, 2022).

Market Trends and Dynamics: It is a grasp of the current and future direction of the market that will permit the desired project to have its success. Which can be a good signal for the company, indicating that their project is valued by someone during the time of some emerging trend or market topple (Mihalciuc, 2022).

Competitive Advantage: Understand whether the project will grant a unique complement to the competitive benefits or give the firm a superiority over the competitors.
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