
Chapter 4: 
Business Feasibility 
Analysis



Definition of Feasibility Analysis
A systematic process to evaluate the viability and 
potential success of a business project or initiative.

Objectives of Feasibility Analysis
To identify risks, estimate costs and benefits, and 
determine if a project aligns with business goals.

1. Definition of Feasibility Analysis
Concept and Purpose



Technical Feasibility
Assesses if the organization has the 
technical resources and expertise to 
implement the project.

Economic Feasibility
Evaluates the financial aspects, including 
cost- effectiveness and return on 
investment for the project.

Types of Feasibility
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Market Feasibility
Analyzes target market demand, 
competition, and customer needs to 
gauge potential project success.

Operational Feasibility
Reviews the organizational capacity, 
processes, and human resources 
needed to support the project 
effectively.

Key Components
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Identifying potential threats 
and uncertainties to 
minimize financial and 
operational losses 
effectively.

Risk Assessment
Optimizing distribution of 
capital, personnel, and time 
to maximize return on 
investment and efficiency.

Resource Allocation

Role in Decision Making
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Evaluating project feasibility through market 
analysis and financial forecasting to ensure success.

Enhancing Project Viability

Implementing long- term strategies that balance 
profitability with environmental and social 
responsibility.

Supporting Sustainable Growth

Benefits to Business Strategy
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Involves collecting original data 
directly from sources through 
surveys, interviews, and 
observations for accurate 
insights.

Primary Research Methods
Utilizes existing data from reports, 
studies, and databases to 
analyze market trends cost-
effectively.

Secondary Research Methods

Market Research Techniques

2. Market Analysis



Defines market segments based 
on demographics, 
psychographics, geography, and 
behavior to identify customer 
groups.

Criteria for Segmenting 
Markets

Focuses on evaluating segment 
attractiveness and aligning with 
business strengths to select 
optimal target markets.

Strategies for Target 
Market Selection

Market Segmentation and Targeting
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Examines how collective trader emotions and 
behaviors drive price fluctuations in financial 
markets.

Price Movements and Market Psychology

Focuses on detecting and interpreting market 
trends to forecast potential price directions.

Trend Identification and Analysis

Core Principles
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Moving Averages and 
Oscillators

Uses moving averages to 
smooth price data and 
oscillators to signal 
overbought or oversold 
conditions.

Volume Analysis and 
Support/Resistance 
Levels
Analyzes trading volume 
alongside key price levels to 
validate trends and predict 
reversals.

Tools and Indicators
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Risk Management and Decision 
Making
Employs technical signals to mitigate 
risks and support strategic business 
investment decisions.

Timing Market Entry and Exit

Utilizes technical indicators to optimize 
the timing of buying and selling 
activities for maximum gain.

Practical Applications in Business
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Common Pitfalls and 
Misinterpretations

Highlights frequent errors in 
analysis and the risks of 
relying solely on technical 
data without context.

Integrating Technical Analysis 
with Other Methods

Encourages 
combining 
technical analysis 
with fundamental 
analysis to 
enhance overall 
decision accuracy.

Limitations and Best Practices
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Income Statement Overview

Summarizes revenues, expenses, and 
profits over a specific period to 
evaluate operational efficiency.

Balance Sheet Review
Presents assets, liabilities, and equity 
at a point in time to assess financial 
stability and capital structure.

4. Financial Analysis
Financial Statement Analysis



Measures company’s ability to 
generate earnings relative to sales, 
assets, or equity to evaluate profit 
performance.

Profitability Ratios
Assesses short- term liquidity and 
long- term debt capacity to ensure 
business can meet obligations and 
remain solvent.

Liquidity and Solvency 
Ratios

Ratio Analysis
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Operating Cash Flow 
Assessment
Evaluates cash generated from core 
business activities indicating operational 
health and cash generation capacity.

Free Cash Flow Importance
Measures cash available after capital 
expenditures, crucial for growth 
opportunities and shareholder returns.
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Cash Flow Analysis
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Compares financial data over multiple periods and within financial 
statements to identify patterns and structural changes.

Horizontal and Vertical Analysis

Compares company performance with peers to highlight competitive 
position and identify areas for improvement.

Industry Benchmarking

Trend and Comparative Analysis
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Provides critical insights for investors to 
assess value, risk, and growth potential 
before committing capital.

Investment Decision-Making

Identifies financial vulnerabilities to 
mitigate risks and safeguard the 
company’s assets and earnings.

Risk Assessment and Management

Measures operational and financial 
results against goals to support 
accountability and continuous 
improvement.

Performance Evaluation

Uses historical and current financial data 
to guide long- term business strategies 
and predict future outcomes.

Strategic Planning and Forecasting

Applications and Impact
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Explains the concept 
of managerial 
analysis as a 
systematic approach 
to decision- making 
and performance 
evaluation.

Definition and 
Purpose

Highlights how 
managerial analysis 
drives strategic 
planning, improves 
operational efficiency, 
and enhances 
competitiveness.

Importance in 
Business 
Management

5. Managerial Analysis
Understanding Managerial Analysis



Describes statistical, financial, and data- driven 
techniques used to objectively assess business 
performance and forecast outcomes.

Quantitative Analysis Methods

Covers approaches like interviews, case studies, and 
SWOT analysis to understand contextual and 
subjective business factors.

Qualitative Analysis Methods

Tools and Techniques
5. Managerial Analysis



Examining current market conditions and customer behavior to 
anticipate changes and inform strategic planning.

Analyzing Market Trends

Optimizing distribution of financial, human, and physical resources to 
maximize operational efficiency and ROI.

Resource Allocation Strategies

Strategic Decision-Making
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Identifying and monitoring essential 
metrics that reflect organizational 
health and progress towards goals.

Key Performance Indicators (KPIs)

Assessing profitability, cost 
management, and operational 
efficiency to support informed 
business decisions.

Financial and Operational Metrics

Performance Evaluation
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Net Present Value (NPV)

Measures the difference 
between present inflows and 
outflows, indicating project 
profitability over time.

Internal Rate of Return 
(IRR)
Identifies the discount rate that 
sets NPV to zero, representing 
the expected annualized return.

Criteria for Investment Selection

6. Investment Evaluation



Sensitivity Analysis
Evaluates how changes in 
key variables impact 
investment outcomes to 
understand risk exposure.

Scenario Planning
Develops multiple future 
scenarios to assess 
potential impacts on 
investment performance.

Risk Assessment and Management
6. Investment Evaluation



Profitability Index
Ratio of present value of 
future cash flows to initial 
investment, indicating 
investment desirability.

Payback Period
Calculates the time 
required to recover the 
initial investment from 
cash inflows.

Methods of Investment Appraisal
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Return on Investment 
(ROI)

Measures the percentage gain or 
loss relative to the original 
investment cost.

Discounted Cash Flow 
(DCF) Analysis

Estimates the value of an 
investment based on expected 
future cash flows discounted to 
present value.

Financial Metrics and Performance Indicators

6. Investment Evaluation


