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ABSTRACT

Effective capital budgeting decision-making is
vital in deciding a corporate house's strategic
success and longevity, as it requires large long-
term investments in expansion, refurbishment, and
capacity augmentation. Monetary assessment of a
speculation plan is a significant stage in the capital
planning measure that is completed to look at the
financial worth of a venture plan so assets can be
reserved, endorsed, and appropriated to give the
speculation plan its last shape. In practice, the
success of a project is determined by a variety of
financial and non-financial elements.
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1. INTRODUCTION

No academic in India has performed a research
study to evaluate the impact of numerous other
non-financial, organizational, and environmental
elements on the success of capital budgeting.

According to Agne Kersyte (2011), satisfying
a financial benchmark index is merely one stage in
determining if a project is advantageous.

According to Mohamed and Mc Cowan (2001),
financial analysis is merely an element of the
authoritative process.

This sort of choice guides an organization in
forming its future chances and fostering a strategic
advantage by remaking its  innovation,
methodology, and limit (Kersyte Agne, 2011).

Contemporary investment theories, on the other
hand, place a heavy emphasis on normative
financial appraisal in the procedure of evaluating
the advantages of capital budgeting proposals [See,
for example, Weston and Brigham (1978), Van
Horne James (2003), Bailey and Myres (2003)]
and ignore a slew of other non-financial factors
that have a significant impact on project success.

Environmental clearance, societal acceptance,
organizational  structure, worker dedication,
governmental clearance, technological viability,
and so on are some crucial non-financial elements
that influence the success of an investment plan.

It would be a huge error to ignore either of
these elements when making a capital budgeting
decision. Such instances of neglecting non-
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financial issues appear to be quite costly in the
corporate sector. Many initiatives with extremely
high financial prospects have been abandoned
halfway due to a disregard for these principles,
resulting in a waste of shareholders' cash.

It indicates that placing disproportionate focus
on normative financial clearance alone s
unjustified; in other words, assessing a variety of
additional non-financial aspects affecting project
success in addition to traditional financial appraisal
is critical.

As a result, regardless of whether the monetary
conditions are thought, ignoring alternate
subjective considerations might lead to major
challenges in completing a project. This study
recognizes the importance of analyzing both
financial and non-financial elements before
making a decision about funding a project in order
to make capital budgeting analysis objective and
sensible.

Only a few academics who have sought to
investigate the role of non-financial factors have
focused on the inter-relationships between non-
financial factors and their implications.

They ignored financial factors analysis in their
investigations due to their strong bias towards the
source of nonfinancial elements. However, the
success of a project is not solely determined by
non-financial elements; rather, it is determined by
a thorough examination of both financial and non-
financial elements.

Meredith and Mantel (2000) give a list of forty-
four characteristics, both financial and non-
financial, that influence investment success.

2. CAPITAL BUDGETING

It is the process of preparing a budget for
making funding in high-value fixed assets and
projects. It’s about identifying capital projects,
conducting an appraisal, selecting an investment
with the highest potential for value addition, and
allocating funds to the projects efficiently.

Different types of appraisals are made in the
process of selecting a project or investment in
capital budgeting; they include technical
appraisals, financial appraisals, environmental
assessments, and market appraisals.

However, in the vast majority of research
projects, scholars place a heavy emphasis on
financial evaluations, leaving evaluations of the
remaining  categories of  factors  mostly
unconsidered.

3. Financial Appraisal

To determine the viability of an investment
idea, a financial appraisal is required. A project is
deemed to have met the financial criterion if it has
the potential to generate wealth for its
shareholders.

If, on the other hand, the project poses a risk of
generating a loss in the stock of wealth held by
shareholders, it must be abandoned or cancelled.
As a result, managers must employ proper
financial analysis techniques and select the project
with the best chance of adding value.

Financial evaluation of long-term investments
can be done using a variety of ways. Traditional
non-DCF methods and DCF methods are the two
types. Extended versions of DCF methods are
sophisticated approaches that take into account the
value of actual options associated with each capital
investment.

4. QUANTITATIVE METHODS OF
INVESTMENT APPRAISAL

There are several approaches for evaluating
investment  proposals  quantitatively.  The
approaches have been roughly categorized into two
categories, based on the methodology used, namely
DCF (Discounted Cash Flow) methods and Non-
DCF methods.

Financial executives in the real world utilize
four methods: IRR, NPV, Payback Period, and
ARR, according to current research findings [i.e.,
Graham and Harvey (2002); George Kester and
Geraldine Robbins (2011)]. The goal of the
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Payback Period is to recover the invested funds as
quickly as possible, thereby improving the firm's
liquidity position.

IRR denotes the best possible return on an
investment, while NPV denotes the amount of
absolute value added. It demonstrates that each
method is intended to measure a single element of
an investment rather than all of them combined.

5. ACHIEVEMENT OF CAPITAL
BUDGETING PROPOSALS THROUGH
NON-FINANCIAL FACTORS

The contributing dynamic cycle is confounded
and includes something beyond monetary
contemplations. Aside from being long haul and
not quickly undeniable, large numbers of the task's
objectives are subjective and hard to gauge.

In any case, there have been a recent report
concentrates on the utilization of monetary
examination approaches. A large number of the
characteristics of a task will be avoided with
regards to the conventional undertaking
examination measure if capital venture evaluation
is exclusively founded on monetary concerns.

It is necessary that the appraisal methodology
used be broad enough to properly examine the
influence of non-financial and financial aspects
with appropriate weights.

6. FACTOR
BUDGETING

MODEL IN CAPITAL

Conventional monetary models like IRR and
NPV center speculation evaluation around a
solitary choice basis, productivity, which is
inalienably one-sided in the short run. Numerous
measures and a plenty of requirements are
considered in the real world while choosing a
drawn out venture project.

The multifaceted nature of the decision
interaction and points of compromises associated
with the genuine movement of task determination
can't be caught by ostensible monetary evaluation
dependent on DCF models.

Some broad models containing different factors
and standards have been created trying to beat the
impediments of DCF models.

7. OBJECTIVE OF THE STUDY

7.1 Look at the standardizing monetary evaluation
systems used in Indian partnerships;

7.2 Examine non-financial elements that influence
corporate capital budgeting decisions.

7.3 Conduct an audit of multifaceted capital
planning techniques

7.4 To decide the general pertinence of monetary
and non-monetary angles with the goal that CFOs
can dispassionately allot loads to different classes
of components to show up at a complete and
successful capital planning choice.

8. RESEARCH TECHNIQUE

The research is based on both primary and
secondary data sources. Secondary data was
gathered from the Reserve Bank of India Bulletin,
the NSE database, and the different companies'
annual reports.

Through questionnaires, primary data was acquired
directly from the sample companies listed on the
NSE.

Multiple-choice objective questions were included
in the questionnaire. The questionnaire included
questions about the magnitude of the investment,
the assessment method used, the priority given to
company strategy, the sources of funds used to
finance the investment proposal, the persons
involved in the decision-making process, and so
on.

9. CONCLUSION

Corporate houses devote a significant amount of
resources to capital budgeting. Nearly half of the
enterprises polled spend between INR 500 and
INR 1000 Crore -every vyear. Long-term
investments are significant in order to assist
business houses' expansion plans.
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As the economy improves, business houses will
have more opportunities to expand their market
share and sales volume. The importance of capital
budgeting cannot be overstated. The directors and
managing director have a lot of power when it
comes to making capital budgeting decisions.

From the traditional chamber of CFOs, decision-
making and analytical parts of capital budgeting
are gradually being shifted to strategic business
division.  Capital budgeting research isn't
completely uncharted territory.

In India and abroad, a great deal of scientists has
directed pivotal exploration. As per over 90% of
the scholastics that considered capital planning
philosophies and approaches, enterprises are
progressively relocating to the utilization of
standardizing monetary  evaluation  devices
dependent on different variants of DCF.

Contemporary venture speculations place a great
deal of weight on regularizing monetary
examination while assessing the adequacy of
capital planning recommendations, yet they neglect
a ton of other urgent non-monetary components
that contribute altogether to the accomplishment of
the undertakings.

A couple of studies have been directed in Western
countries to inspect the job of non-monetary
components in capital arranging. As indicated by
the distributed writing in India, there is no record
of examination on non-monetary issues.
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