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PRINCIPLES FOR IMPLEMENTING PROJECT EVALUATION IN
BUSINESS, LOGISTICS, AND TRADE: METHODOLOGY AND
PRACTICE

Project appraisal in business and trade is essential in making
decisions about investment, business development, and determining
strategic directions. It may include various methods and approaches
depending on the specific objectives and nature of the project. Let us
consider some of the main methodological approaches to project
evaluation in these areas, which have been identified by scientific and
practical research [1]:

Financial Analysis:

Discounting methods, such as net present value (NPV), internal
rate of return (IRR), and payback period (payback period), allow the
profitability of an investment project to be determined based on
discounting future cash flows. Cost-benefit analysis allows you to
compare all costs and benefits associated with a project. Considering
the time structure of revenues helps to understand when to expect
profits from the project. The financial approach also considers risks
and uses a discount rate to keep all cash flows up to date.

Economic Analysis:

Enterprise value methodology: determining the total value of an
enterprise based on the market price of shares, debt, and net assets.

Return on investment analysis: calculation of profitability ratios,
such as ROE (Return on Equity) and ROI (Return on Investment) [2].

ROE is an indicator that measures the profitability of a
company's shareholder capital, i.e., the capital owned by shareholders
(owners of shares). It is calculated as the ratio of a company's net
income to its capital (shareholders' equity). ROl measures the benefit
or profit received from an investment as a percentage of the initial
capital invested. This indicator is very general and can be used to
evaluate the effectiveness of any investment, including investments in
projects, stocks, real estate, etc. Both of these indicators are very
important for investors and company executives. ROE is typically used
for internal Analysis of a company's performance when owners want to
understand how profitably their equity is being used. ROI, on the other
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hand, helps investors make decisions about whether to invest in a
particular project or asset.

Strategic analysis:

SWOT analysis: identifying strengths, weaknesses, opportunities,
and threats to the project. A SWOT analysis is a powerful management
tool that helps companies gain a clear understanding of their strengths
and weaknesses, as well as identify opportunities and threats facing
them. A SWOT analysis helps finance leaders and teams make
informed decisions and develop financial strategies aligned with the
company's current and future goals. The finance department can
leverage the company's strengths to improve profitability, such as
effective financial management and investment in innovation.

A SWOT analysis identifies weaknesses and develops strategies to
improve them. This may include reducing costs or optimizing resource
management. The department can identify opportunities for growth
and development, such as new investment projects or expanding
markets. Threats can affect the company's financial condition, so the
financial department should develop plans and strategies to prevent or
minimize their consequences [3].

Project portfolio methodology: selecting the most attractive
projects for implementation, considering the company's strategic goals.
This strategic practice helps companies identify, prioritize, and manage
projects that contribute to achieving their strategic goals. The project
portfolio methodology helps financial managers make informed
decisions on resource allocation and investment, ensuring maximum
efficiency and achievement of strategic goals [4].

1. Risk analysis helps to select projects with lower financial
risks and reduces the likelihood of failure.

2. Project portfolio helps rationally allocate the budget and
other resources, ensuring optimal use.

3. The project portfolio methodology allows companies to plan
for the long term and ensure sustainability and sustainable growth.

Methods of risk assessment:

Sensitivity analysis: determining the impact of changes in critical
parameters on the project's financial performance. Sensitivity analysis
focuses on the impact of changes in specific parameters or variables on
financial results. It helps determine how vulnerable a decision is to
changes in individual factors.

Sensitivity analysis determines the impact of specific factors on
financial results. It is often used to identify critical risks and
opportunities associated with decisions. It is usually used at an early
stage of analysis when it is necessary to determine which parameters
impact the results most.
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Monte Carlo simulation [5]: simulation of different scenarios to
assess the probability of different outcomes. The Monte Carlo method
helps financial analysts determine the probability of various financial
risks and uncertainties. It values financial options, such as stock
options or interest rates.

1. This method allows you to develop more accurate budgets
and forecasts, taking into account uncertainty.

2. Create risk management strategies and make informed
decisions about investments and financial transactions.

3. Improve the quality of financial decisions and reduce
uncertainty in financial management, making it a valuable tool in
finance.

Socio-economic analysis:

Environmental Impact Assessment (EIA) [6]: taking into account a
project's environmental and social aspects. This approach helps
ensure more sustainable and environmentally balanced economic
development, taking into account the impact on the natural
environment and society.

The main advantages and applications of EIA [7]:

- EIA allows identifying and assessing potential negative impacts
of economic decisions on nature and society. This is important to
prevent negative consequences and reduce risk for businesses and
investors.

- EIA helps to integrate environmental and social aspects into
strategic planning and business development. This contributes to
sustainable growth and preservation of the natural environment.

- EIA considers the opinions and interests of the public and
stakeholders. This contributes to the legitimacy and acceptance of
projects and decisions in the public environment.

- EIA can facilitate developing and implementing new technologies
and approaches that reduce environmental impacts and use resources
more efficiently.

- Some investors and financial institutions may require an EIA for
projects with significant environmental impacts. This can provide
access to financing.

Stress tests and scenario analysis:

Consider extreme situations and crisis scenarios to assess the
project's resilience to negative market changes or internal problems. It
is essential to introduce new methods in cases of monopolization of
various types of markets [8]. Stress testing assesses how system
components (e.g., financial institutions, investment portfolios,
industries) respond to negative or stressful scenarios. These may
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include economic crises, sharp increases in interest rates, falling asset
prices, etc.

Stress tests determine what risks may arise in various stressful
conditions and whether measures should be taken to mitigate these risks.
This is especially important for financial institutions and regulators.

Scenario analysis, in turn, involves considering various scenarios that
may affect a particular situation or project. This may include different
combinations of factors and events. Scenario analysis is used to assess the
impact of different scenarios on outcomes and risks. It helps to make more
informed decisions by taking into account possible alternatives.

Stress tests usually focus on critical or unexpected events and their
impact on the system. Scenario analysis allows you to consider various
possible scenarios, including positive and negative options.

Benchmarking:

Comparison of the project's financial and operational performance
with that of competitors or similar projects in the market.

These approaches can be combined depending on the specific task
and nature of the project. It is essential to consider all the factors that
affect the success and efficiency of the project and to conduct external and
internal assessments to make an informed decision. The main stages that
are typical for benchmarking are:

1. Set specific goals and areas you want to compare and improve.

2. Selecting companies or organizations that are appropriate peers for
comparison.

3. Gather relevant data on your benchmarking objects' activities and
results.

4. Comparing your data with the benchmarking data to identify
differences and similarities.

S. Identify best practices and methods used by successful companies.

6. Develop a specific plan to achieve improvements based on the
differences and best practices identified.

7. Implement the planned changes and track the results.

Application of Benchmarking:

1. Benchmarking helps to identify opportunities to improve the
quality of products and services.

2. It is designed to help you determine how to optimize processes and
increase productivity.

3. Benchmarking allows you to find ways to reduce costs and
increase efficiency.

4. This method helps the company develop a competitive advantage
by considering the market's best practices.
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5. Benchmarking helps to improve management and decision-making
processes. It is a powerful tool for continuous improvement and innovation
and can be applied in various industries and businesses.

Financial analysis

Financial analysis is one of the most critical and widespread methods
for evaluating business, logistics, and trade projects. This methodological
approach is based on the analysis of financial indicators and aims to
determine the project's financial sustainability, profitability, and financial
capabilities. The financial analysis uses a variety of financial indicators to
evaluate the project, among which the main ones include:

1. Internal rate of return (IRR): Determines the profitability of the
project and the possibility of obtaining an internal rate of return that
exceeds the cost of capital.

2. Payback Period: Indicates how long it will take for the project to
return the invested capital.

3. Net Present Value (NPV): Estimates the net current income that the
project can generate, reduced to its present value.

4. Internal Rate of Return (IRR): Indicates the rate of return at which
the NPV is zero.

Financial analysis has several advantages, including:

Objectivity: It is based on specific financial data and metrics, making
it an objective evaluation method.

Simplicity: Financial analysis is easy to understand and use.

Limitations:

The financial analysis ignores many non-financial aspects, such as a
project's social and environmental impacts. It should be sensitive to the
data and assumptions on which the analysis is based.

Financial analysis is used in practice to evaluate various aspects of
business, retail, and trade projects, including significant investment
projects, business expansions, and risk and return assessments. It helps
determine whether a project is financially attractive and worth investing
capital in.

Economic analysis

Economic analysis is a critical methodological approach to evaluating
business, logistics, and trade projects. This approach helps determine
whether a project is financially viable and efficient and helps make
informed decisions about investments and business development.

The leading indicators of economic analysis include:

NPV (net present value): This indicator determines the difference
between the sum of discounted cash flows and project costs. A positive NPV
value indicates the profitability of the project. IRR (internal rate of return):
This is the internal rate of return at zero NPV. A higher IRR indicates a
more profitable project.
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ROI (return on investment): ROI shows how much profit is generated
from the money invested.

Payback Period: This indicator determines how long it takes to recoup
the investment fully.

Advantages:

1. Objectivity: Economic analysis is based on numbers and concrete
data, making it an objective evaluation method.

2. Decision-making: Allows you to make informed decisions about
investments and business development, especially when comparing
alternatives.

3. Risk assessment: Takes into account the risks and possible
consequences for the project's financial performance.

Limitations:

1. Dependence on data accuracy: The results of economic analysis
can be highly dependent on the accuracy and objectivity of input data and
forecasts.

2. Complexity of modeling: calculations can be complex and time-
consuming, especially for complex projects.

3. Consideration of only financial aspects: Economic analysis usually
needs to consider social, environmental, and other aspects of the project
that may be important for sustainability and decision-making.

Economic analysis is widely used in practice to evaluate business,
logistics, and trade projects. It helps businesses determine whether a
project is financially viable and worth investing in. Economic analysis is
used to make decisions on business development, select projects for
investment, assess the value of an enterprise, and many other aspects of
business. This methodological approach helps companies optimize their
investments and plan their activities efficiently.

Strategic analysis

Strategic analysis is one of the critical methodological approaches to
evaluating projects in business, logistics, and trade. This approach allows
you to assess whether a project meets the company's strategic goals and
plans and helps you consider internal and external factors that may affect
its success.

The leading indicators of strategic analysis include:

1. SWOT analysis: SWOT stands for Strengths, Weaknesses,
Opportunities, and Threats. This analysis helps to identify internal and
external factors that may affect the project.

2. Competitiveness analysis: helps to determine the company's
position in the market and its competitive advantages and disadvantages
compared to other players.

3. Risk and opportunity analysis: assesses potential risks and
opportunities for the project and the company.
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4. Supply chain value analysis: determines the supply chain's
efficiency and optimization opportunities.

Advantages:

1. Taking into account strategic goals: allows you to determine
whether the project meets the strategic goals and solves the company's
strategic objectives. Significant is the achievement of synergistic interaction
[9]:

2. Consideration of internal and external factors helps assess the
impact of environmental factors on the project.

3. Ensuring competitiveness: allows companies to maintain or
increase their competitiveness in the market.

Limitations:

1. Subjectivity: SWOT analysis and other strategic tools can be
subjective and depend on the assessments and opinions of the participants
in the process.

2. Ambiguity of results: Strategic analysis results can be ambiguous,
and their interpretation may differ depending on the person conducting the
analysis.

3. Limited focus on the future: Strategic analysis usually aims to
assess the current state and prospects but only sometimes considers long-
term challenges.

Strategic analysis is widely used in practice to evaluate business,
logistics, and trade projects. It helps companies determine their strategic
capabilities, choose projects and activities that meet their strategic goals,
and make informed development decisions. Strategic analysis is also used
to adapt to market changes and minimize the risks associated with
strategic decisions.
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