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Capital budgeting is an important part of the � nancial 

management of a business organization. It is a process 

that business houses use to evaluate an investment proj-

ect. The decision of whether to accept or deny an invest-

ment project is capital budgeting decision. Capital bud-

geting is important because it determines the long-term 

economic and � nancial pro� tability of any investment 

project. It lays down the future success of a business. 

 Capital Budgeting aims to develop not only an understand-

ing of the concepts of capital budgeting but also to pro-

vide its practical application to help students learn both 

theory and practice of capital budgeting used in the � nan-

cial management of a business organization. It analyzes 

the capital budgeting practices of corporate enterprises in 

India in diverse sectors, on comparative basis, in order to 

provide the reader a better insight into the various issues 

and challenges regarding capital budgeting management.
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Abstract

Capital budgeting is an important pat of the financial management of a 
business organization. It is a process that business houses use to evalu-
ate an investment project. The decision of whether to accept or deny 
an investment project is capital budgeting decision. Capital budgeting is 
important because it determines the long-term economic and financial 
profitability of any investment project. It lays down the future success of 
a business. The present book aims to develop not only an understanding 
of the concepts of capital budgeting but also to provide its practical ap-
plication to help the students to learn both theory and practice of capital 
budgeting to be used in the financial management of a business organiza-
tion. It analyzes the capital budgeting practices of corporate enterprises 
in India in diverse sectors, on comparative basis in order to provide the 
readers a better insight into the various issues and challenges regarding 
capital budgeting management.
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Preface

Financial management is one of the most essential areas of any organi-
zation. It begins with investment decision in long-term assets, that is, 
capital budgeting decision. Capital budgeting decision lays down the 
foundation stone of the financial management. That’s why the success of 
financial management depends on right capital budgeting application.

It is against this backdrop that the present book has been attempted. 
Its focus is to highlight the importance of an efficient capital budgeting 
decision in managing finances of a business enterprise. The objective of 
the book is, to develop not only an understanding of the concepts of capi-
tal budgeting but also to provide its practical dimension to help students 
to learn both theory and practice of capital budgeting to be used in the 
financial management of a business organization. Further, it will be useful 
to the managers to use it as an effective tool for resource allocation and 
evaluation of the business viability.

It also analyzes the capital budgeting practices of corporate enterprises 
in India in diverse sectors, on comparative basis in order to have a better 
insight into the various issues and challenges regarding capital budgeting 
management.

The present book is divided into six parts. Part I gives an overview of 
the conceptual framework of financial management. Part II discusses the 
nature and scope of capital budgeting decision along with project feasibil-
ity process and techniques. Part III contains a detailed discussion on the 
aspect of time value of money, capital budgeting appraisal techniques, 
and risk mitigation methods. Part IV discusses the financing aspect of 
capital investment decision by the business units. Part V comprises the in-
ternational perspective of capital budgeting decision. Part VI is the case-
study discussion of the capital budgeting concept. It analyzes the capital 
budgeting practices of companies, like Reliance Industries Ltd., ONGC 
Ltd., Vizag Steel Ltd., and Cairns India on comparative basis. It examines 
their fixed assets structure to see the level of investment made in fixed as-
sets and their efficiency in utilization.


