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		Hello, this writing targets to offers useful insights on approaches in project decision analysis popularly identified as capital budgeting decision. The choice of the worthwhile project to invest funds in involves the utilization of capital budgeting techniques. Capital budgeting encompasses the establishment of investment and project valuation to facilitate the decision on implementing or abandoning it. The capital budgeting approach entails the computation of the project’s future cash flows, returns an initial valuation, risk assessment among other things (Ross, Westerfield, & Jaffe, 2016). The capital budgeting decision relies on the utilization of techniques such as internal rate of return, payback period, profitability index, accounting rate of return and net present value (NPV). All the techniques involve the comparison of the streams of cash flows from a project against the capital investment made for the project.
a. The internal rate of return (IRR) – it is that discount rate at zero net present value. The project with a higher rate is preferred. IRR is advantageous as it indicates the minimum acceptable rate that an investor should expect from a project. It also accrues the benefit of being simple and incorporating the time value of money requirement (Ross, Westerfield, & Jaffe, 2016). However, it is limited in applicability for instance in evaluating mutually exclusive projects.
b. Net Present Value (NPV) – this concept involves the determination of discounted cashflows on a project to determine the aggregate present value of the streams of cash flow. A positive NPV shows that the projected inflows will be higher than the expected cost and therefore the project is a worthy investment while a negative net present value indicates that the expected cost of the project is more than the projected earnings and the project should be dropped (Ross, Westerfield, & Jaffe, 2016). This method has advantages since it utilizes the time value of money criteria in determining the value of capital. NPV technique also takes into account the cost of capital and risk attributable to a project in its computation. Its main disadvantage is the assumption made on the cost of capital which could be wrong and inadequate in most cases.
c. Payback period – The payback technique is an approach applicable in assessing the time it would take for a capital project to generate its initial cost or repay its initial outlay cost. The payback period technique is useful in capital budgeting as it ascertains the length of time that a project would take to generate returns after repaying its outlay cost relative to its useful life (Ross, Westerfield, & Jaffe, 2016). The main advantages are that it considers the time value of money and also incorporating risk assessment in determining the payback period. The main disadvantage is that it does not indicate whether the value of a project may grow in time.
		In conclusion, the selection of the right project necessitates a comprehensive evaluation of its cash flow stream against its capital outlay. It is therefore imperative to utilize the various techniques of capital budgeting in assessing the worth of the project. In particular, the NPV technique is the most effective and hence mostly utilized although it can be used along the other techniques in project selection (Ross, Westerfield, & Jaffe, 2016). In the case of projects, A and B requiring a capital of $10,000 and $55,000 respectively, Project A is viable as it would generate positive returns in 3 years.
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