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The Concept of Cost Benefit Analysis in the Capital Budgeting Decision Making
The concept of cost-benefit analysis is aimed at identifying the benefits that are derived from an action. The concept determines the net value that a planned action is likely to generate for an organization (Burger & Hawkesworth, 2013). Capital budgeting usually involves significant amount resources. Given the scarcity of resources, capital budgeting is critical for the allocation of the resources as well as the performance of an organization. Thus, when deciding on a capital investment, it is important to conduct a thorough research on the benefits and cost that are likely to be experienced on capital investment. The capital budgeting is a long term plan and usually involves the purchase of assets. The investment can either be new to the organization or aimed to replace the old assets such as manufacturing machines. 
At times, an organization may be faced by the indifferences on the optimal investment to undertake (Burger & Hawkesworth, 2013). Some projects or assets might cost the same, but their returns may not be similar. Further, an existing asset such as a manufacturing machine may be viable to retain than acquiring a new device by comparing the cost and benefits between the two machines. The cost benefit analysis gives a detailed analysis and the viable project is indentified. 
The cost benefit analysis facilitates the making of quality decisions on the capital investment that promises higher returns (Rouwendal, 2012). Further, the cost benefit analysis enables an organization to make a decision when faced with mutually independent and dependent investments. The cost benefit analysis takes into the account the time value of money. The concept of time value of money in capital budgeting is important because a dollar today is more worth than a dollar tomorrow. Thus, when determining the appropriate project or asset to purchases, the costs are evaluated against the benefits, and when the benefits exceed the costs, the project or an asset is appraised. The financial benefits are discounted to obtain their present value and eventually subtracting the costs of the investment. 
Challenges
The use of the cost benefit analysis has some challenges to the users. The cost benefit analysis is characterized by complexity and subjectivity (Rouwendal, 2012). One of the challenges that the managers face when using the cost benefit analysis includes assigning the cost and benefits a value. The actual costs and benefits may not be accurate, and the decision made from cost benefit analysis may result in undesired results. Since the analysis reflects on the future benefits that an asset or a project is intended to generate to the organization, the actual value of the benefits is likely to change. 
In normal circumstances, a cost benefit analysis involves various steps to overcome the challenges. The initial stage involves conducting a preliminary study, a feasibility study and preparation of the final report (Burger & Hawkesworth, 2013). The managers decide on every step to establish whether to continue with the process from step to another or to halt the process. The initial stage involves gathering information from the existing situation and the opportunity. The feasibility study requires the managers to conduct an evaluation of data to determine the both the short and long run consequences of the investment opportunity.
Conclusion
The cost benefit analysis is an integral part in the capital budgeting. The main objective of an organization is to maximize returns at minimal cost. The concept of cost benefit analysis allows managers to indentify the projects that are viable to the business and those that that promises more returns to the business. 
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