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Furthermore, reasons will be determined which influence the use of those methods. He now thought of using
the internal rate of return method which is quite popular in the corporate sector to identify the best proposal.
As funds are limited, investment can only be made in one project. The specific objectives of this research are
as follows: To evaluate the theory available on capital budgeting and to investigate the different capital
budgeting methods which are available in literature. Our first subquestion will therefore be: What important
information can be obtained from scientific literature on capital budgeting and the different techniques
available? Baba Ramdev faced with these choices asked his CFO Kamlesh to evaluate these proposals and
find the better proposal. Literature will be reviewed from both books and articles written by academics in the
field of financial management. He remembered about the time value of money concept that he had studied in
the course of MSL, Financial Management and Accounting. Also, the involvement of this sector in large
projects which are capital intensive has enabled it to qualify as the study population in this research. In fact,
the time value of money is completely disregarded in the payback method, which is calculated by counting the
number of years it takes to recover the cash invested. The research was structured in two different stages:
literature research and a survey. This study is going to provide a first in depth analysis of the South African
mining companies capital budgeting practices. Because of the time value of money TVM , money in the
present is worth more than the same amount in the future. It is important to give companies some
recommendations based on the outcome of our literature findings. Acknowledgement We would like to
acknowledge the support of Prof. We therefore end our research with giving advices to companies on suitable
techniques to be used depending on the situation which they are under. For example a company might use the
ix payback method for small projects whilst for large projects they might use NPV which can show the
profitability of the project Ross,  After getting information about the techniques available in literature, their
pros and cons, the techniques used in practice by South African mines and whether there is any relationship
between firm and decision makers characteristics with the method used in a firm. Also, modern techniques
such as the Real Option should be used when making decisions on whether to continue with the project or
abandon the project. The simple payback period, discounted payback period, net present value NPV , internal
rate of return IRR , and modified internal rate of return MIRR techniques are used to study the profitability of
the project. More information about the variables is found in the theoretical framework chapter of this study.
The research has targeted listed companies only because these companies have got proper policies which are
in place and getting information about these companies will be much easier. NPV is an absolute measure and
is calculated in currency whereas IRR is a relative method based on percentage return a firm expects the
capital project to return. Andrews and Butlers survey in was limited to largest industrial and mining
companies in South Africa. Total Starting Investment: Rs  Importance of capital budgeting to companies In
Drury , it has been shown that capital budgeting is of importance to firms because; it enables firms to
determine which projects they should accept and companies are also able to determine the total amount of
capital expenditure which the firm should undertake. A number of studies have shown that firm and decision
makers characteristics have an influence on the capital budgeting technique to be used within the company.
After three years of extensive research, his team came up with a great product and is looking to start
manufacturing it. First, capital investments typically account for a large amount of the funds of the
organisation.


