Cost-Feasibility / Financial Feasibility Analysis
Description
Cost-feasibility (or financial feasibility) analysis assesses whether a solution is financially viable to implement and sustain over time. It focuses on the affordability of the solution, the availability of resources, and the capacity to cover costs throughout its lifecycle. This method is particularly useful for understanding whether a solution can realistically be implemented under existing financial and institutional conditions.

When to use this method
Use cost-feasibility analysis when:
· You want to assess whether a solution is affordable and realistic to implement 
· You need to understand financial constraints and funding needs 
· You are evaluating short-term implementation and long-term sustainability 
· Data is limited and a simpler financial assessment is required 

What it helps you answer
· Can this solution be realistically implemented with available resources? 
· Are the financial requirements manageable over time? 

How to apply (step-by-step)
1. Estimate total costs
· Initial investment (CAPEX) 
· Operational and maintenance costs (OPEX) 
2. Identify available resources
· Internal budgets 
· External funding (grants, subsidies, private investment) 
3. Assess funding gaps
· Compare total costs with available financial resources 
4. Evaluate cash flow (if relevant)
· Timing of costs vs funding availability 
5. Assess financial risks
· Cost overruns 
· Uncertain funding sources 
· Long-term financial sustainability 
6. Determine feasibility
· Is the solution financially viable under current conditions? 
· Are adjustments needed (scale, design, partnerships)? 

Main Tools and Techniques:
Structured Feasibility Matrix
Used to systematically assess feasibility across multiple dimensions (financial, institutional, technical, and contextual), helping identify key constraints and enablers for implementation.

Risk and Scenario Analysis
Used to identify uncertainties (e.g. costs, funding, external conditions) and test how feasibility may change under different scenarios.

Preliminary Financing Strategy
Used to identify potential funding sources (public, private, blended finance) and outline how investment and operational costs could be covered.

Cash Flow Analysis
Used to assess the timing of costs and revenues/funding, ensuring that sufficient resources are available throughout the implementation period.

Sensitivity Analysis (Optional)
Used to test how feasibility outcomes change under different assumptions (e.g. cost increases, funding gaps, delays).

Data Requirements
· Estimated costs (investment and operational) 
· Available budget and funding sources 
· Timeline for implementation 
· Basic financial assumptions 

Strengths and limitations
Strengths
· Simple and practical 
· Requires less data than other methods 
· Focuses on real-world implementation 
Limitations
· Does not assess broader economic or societal value 
· May overlook long-term benefits 
· Depends on availability of financial data 

Further Resources
European Commission – Financial feasibility and sustainability guidance https://ec.europa.eu/info/funding-tenders/opportunities/docs/2021-2027/common/guidance/financial-feasibility_en.pdf 
World Bank – Financial analysis of projects
https://ppp.worldbank.org/public-private-partnership/financial-analysis 
UNDP – Project financial sustainability guidelines
https://www.undp.org/publications/guidance-note-financial-sustainability


Interpret results and inform decisions
Once the analysis is completed, results should be used to support decision-making rather than to provide exact answers.
Reflect on:
· Do benefits justify the costs? 
· Are there funding gaps? 
· What are the main risks and uncertainties? 
· Can the solution be scaled or replicated? 
The objective is to support better-informed and more transparent decisions, not to achieve perfect precision.

Cost-Feasibility / Financial Feasibility – Example
Context
A local community is considering the installation of a decentralized composting system to manage organic waste more sustainably. The purpose of this analysis is to assess whether the project is financially feasible, meaning whether sufficient funds are available to cover the required costs.

Costs
· Initial investment (Year 0): €50,000
Includes purchase of composting equipment, site preparation, and setup. 
· Annual operating costs: €10,000
Covers labour, maintenance, collection logistics, and system management. 
Note: This analysis focuses primarily on upfront feasibility; ongoing costs are considered separately in long-term planning.

Available funding
The project has secured partial funding from different sources:
· Municipal contribution: €30,000 
· External grant funding: €10,000 
👉 Total available funding = €40,000

Calculation
· Funding gap = Total investment cost – Available funding 
· Funding gap = €50,000 – €40,000 = €10,000

Interpretation of Results
· The project currently faces a €10,000 shortfall, meaning it cannot be fully implemented with the funds available. 
· In its current form, the project is not yet financially feasible, as the initial investment cannot be fully covered. 
· However, the gap is relatively small (20% of total cost), suggesting that feasibility could be achieved with modest adjustments.

