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FeasibilityStudy

Itmaybedefinesasaprocessofexaminingandevaluatingprojectthatisundertakenattheinitial
stageofprojectplanningtostudytheacceptability,viabilityandapplicabilityofaproject.

FeasibilityStudylooks-
1. Acceptabilityofaproject
2. PracticalApplicability
3. Technicalpossibility
4. Marketability(whethertheprojectcanbesoldtopotentialcustomers)
5. EconomicViability(breaksevenornotandwhen)
6. Profitability
7. SocialUtility

StepsofaFeasibilityStudy–
1. Pre-investmentanalysis– identifyingobjectives,selectingthebestobjective,resource

analysisetc.
2. Demandanalysis–demandatvariouspricepoints;local/national/internationaldemand;

continuous/seasonaldemandetc.
3. Priceanalysis–whatpricethemarketcanbearandalsorecoversthecost;presenceof

governmentcontrols,levelofcompetitionandpricechargedbyitetc.
4. Technicalanalysis–atallpossibleornot,safetyisensuredornotetc.
5. Costanalysis–tosetuptheprojectandtorunit;effectofinflationetc.
6. Profitabilityanalysis–whenitwillbreakevenandhowmuchprofitgeneratedoverthelife-

period.
7. Socialbenefitanalysis–employmentgeneration,forexearningcapacity,taxandduties

earnedbygovt.,effectonstandardofliving,effectonsociety’simage

AtotalofthreeseparatestudiesaredoneunderFeasibilityanalysis–
(i) TechnicalFeasibility
(ii) FinancialFeasibility
(iii) CommercialFeasibility.

TechnicalFeasibilityStudy

Itstudiestheavailabilityandapplicabilityofallthetechnologiesthatwillberequiredtosetup
theproject.
Theimportantpointsthatarelookedintoare–

(i) Locationoftheproject–latitude,longitude,elevation,slopeetc.
(ii) Sizeoftheproject
(iii) Productiontechniquetobeused
(iv) Humanandnon-humanresourcestobeused
(v) Effectonenvironment
(vi) Measurestocontrolanytypeofpollution

ThestudyofTechnicalFeasibilityisdividedinto–
a) Inputanalysis
b) Demand-supplyanalysis

Inputanalysis:Itstudiesthequalityandquantityofvarioustypesofmaterialsandhumanresources
thatwillberequiredtosetuptheproject.
Thefactorslookedintoare–

(1)Locationoftheprojectandtheinfrastructureavailable
(2)Techniqueofproduction
(3)Requirementofenergyresourceslikecoal,gas,electricityetc.



(4)Themachinesrequiredandtheirpossiblesourcesandcost
(5)Numberofunskilled,semi-skilledandskilledemployeesrequired
(6)Requirementofforeigntechnologyandgovt.policyregardingthat
(7)R&Dfacilitiesrequiredtoimproveandmaintainitsoperations

Demand-Supplyanalysis:Itstudiesthequalityandquantum ofdemandfortheproduct/servicethat
theprojectwantstointroduceintothemarketbyusingstatisticaltechniquesondatagatheredfrom
marketsurveys.
Thefactorslookedintoare–

(1)Numberofconsumers
(2)Typesofconsumersi.e.HIG/MIG/LIG/educated/uneducated
(3)Consumertasteandpreferencesetc.

FinancialFeasibilityStudy

Aprojectissaidtobefinanciallyviablewhenitisabletogenerateprofitsfortheinvestorsandisable
topaybacktheloansalongwithinteresttothecreditors/lenders.

Thisstudycanbesub-dividedintotwoparts–
1. ProjectCostAnalysis–Inthisstudyweestimatethetotalcostoftheproject,requirementof

fixedandworkingcapital,operatingcost,depreciation,taxetc.tobeincurredbytheproject-
team inordertosetuptheprojectaspertheprojectplan.Thecostswouldalsoincludethe
effectsofinflation,changesingovt.policyetc.

2. ProfitabilityAnalysis–Inthisstudywefindouthowmuchprofit/excessreturnaprojectwill
generateovertheaccepted/marketrateofreturn.Itisfoundoutbyusinganyofthefollowing
techniques–

(i) Pay-backperiod(PB)
(ii) NetPresentValuemethod(NPV)
(iii) InternalRateofReturn(IRR)method
(iv) Cost-volume-profitanalysis(CVP)orBEPanalysis
(v) Ratioanalysisetc.

Theimportantpointsthataretakenintoconsiderationduringthisstudyare-
(1) Totalcost
(2) Fixedcostandoperatingcost
(3) Lifeoftheproject
(4) Marketrateofinterest
(5) Rateofdividend(in%)expectedbyshareholders
(6) Costoffinancingortakingloans
(7) Quantum ofriskassociatedwitheachsourceoffund
(8) Foreignexchangerequiredandtheapplicableexchangerateforthatcurrency

CommercialFeasibilityStudy

Itcanbedefinedasastudythatfindsoutmarketviabilityofaproject.Thischecksoutthelevelof
demandfortheproduct/servicetobelaunchedbytheproject-team.Thevarioustypesofactivitiesto
beperformedunderthisstudyare–

(1)Forecastingthedemandforaproduct/serviceonthebasisofadetailedmarketsurvey
(2)Determiningthescaleoftheplant(incaseofproduct)orthenumberofstaffmembers(in

caseofservice)tomeettheprojecteddemand
(3)Determiningtheriskofantshiftinmarketdemand
(4)Makingaplantocaptureandexpandthemarketshareoftheproduct/service
(5)Studyingtheeffectivenessofthemarketingplanbeingusedbytheteam
(6)Tofindouttheneedforproductdiversification
(7)Tofindoutwhetherthereisanexportdemandfortheproduct/service
(8)Tofindoutthelevelofcompetitioninthemarket
(9)Todetermineaflexiblepricestrategyinordertofaceanychangeinmarketdemand




