
Project 
Sustainability/long-term 

financial performance

Papadimitriou, Stratos
Chlomoudis, Costas
Koliousis, Ioannis
Department of Maritime Studies 
University of Piraeus 



Today’s agenda

 Introduction: Challenges

Long Term Financial Planning

Keys to financial sustainability 

Lessons to be learned

Q+A 



Challenges that require long 
term sustainability

• A struggle to evaluate the financial value of the sustainability initiatives. In the 
past, sustainability has been “the right thing to do” with implicit trust that it will 
bring value.  

• Today, sustainability is actually “continue producing revenues / value the way we do”

• This value generally takes the form of direct value creation (i.e., positive cash 
flow) or indirect value protection (i.e., risk mitigation).  

• Nevertheless, this value perception was never rigorously quantified preventing 
managers from:  1) understanding the true benefits of such investments, and        
2) being able to prioritize investments.   

• The inability to articulate the costs and benefits has traditionally left 
sustainability initiatives outside the core project planning process impeding 
cross-functional integration and communications. 



Long-Term Financial Planning

• Long-term financial planning combines financial forecasting with strategizing 

• Highly collaborative process 

• Strategist has to consider future scenarios and potential challenges

• Financial forecasting is the process of projecting revenues and expenditures 
over a long-term period

• Assumptions about economic conditions
• Spending patterns
• Other salient variables.

• Long-term financial planning is the process of aligning financial capacity with 
long-term service objectives

• Financial planning uses forecasts to provide insight into future financial capacity



Long Term Financial Planning 
elements

• Time Horizon
• A plan should look at least five to ten years into the future
• Interested parties may extend their planning horizon further if conditions warrant

• Scope
• A plan should consider all appropriated funds, but especially those funds that are used to account for 

the issues of top concern to elected officials and the community

• Frequency
• Governments should update long-term planning activities as needed in order to provide direction to the 

budget process, though not every element of the long-range plan must be repeated

• Content
• A plan should include an analysis of the financial environment, revenue and expenditure forecasts, debt 

position and affordability analysis, strategies for achieving and maintaining financial balance, and plan 
monitoring mechanisms, such as scorecard of key indicators of financial health.

• Visibility
• The public and elected officials should be able to easily learn about the long-term financial prospects of 

the government and strategies for financial balance. Hence, governments should devise an effective 
means for communicating this information, through either separate plan documents or by integrating it 
with existing communication devices.



Some Indicative Steps
• Mobilization Phase. The mobilization phase prepares the organization for long-term planning by creating consensus on what the purpose and results of the planning 

process should be. The mobilization phase includes the following items.

• Alignment of Resources. This step includes determining the composition of the project team, identifying the project sponsor, and formulating a strategy for involving other 
important stakeholders. This step also involves the creation of a high-level project plan to serve as a roadmap for the process.

• Preliminary Analysis. This step helps raise awareness of special issues among planning participants, such as the board or non-financial executive staff. A scan of the financial 
environment is common at this point.

• Identification of Service Policies and Priorities. Service policies and priorities have important implications on how resources will be spent and how revenues will be raised. A 
strategic plan or a priority setting session with elected officials could be useful in identifying service policies and priorities.

• Validation and Promulgation of Financial Policies. Financial policies set baseline standards for financial stewardship and perpetuate structural balance, so a planning process 
must corroborate policies in place (as well as the organization�s compliance with those policies) and also identify new policies that may be needed.

• Definition of Purpose and Scope of Planning. The purpose and scope of the planning effort will become clear as a result of the foregoing activities, but the process should include 
a forum for developing and recognizing their explicit purpose and scope.

• Analysis Phase. The analysis phase is designed to produce in formation that supports planning and strategizing. The analysis phase includes the projections and 
financial analysis commonly associated with long-term financial planning. The analysis phase involves information gathering, trend projection, and analysis as follows:

• Information Gathering. This is where the government analyzes the environment in order to gain a better understanding of the forces that affect financial stability. Improved 
understanding of environmental factors should lead to better forecasting and strategizing.

• Trend Projection. After the environment has been analyzed, the planners can project various elements of long-term revenue, expenditure, and debt trends.

• Analysis. The forecasts can then be used to identify potential challenges to fiscal stability (e.g., �imbalances�). These could be fiscal deficits (e.g., expenditures outpacing revenues), 
environmental challenges (e.g., unfavorable trends in the environment), or policy weaknesses (e.g., weaknesses in the financial policy structure). Scenario analysis can be used to 
present both optimistic, base, and pessimistic cases.

• Decision Phase. After the analysis phase is completed, the government must decide how to use the information provided. Key to the decision phase is a highly 
participative process that involves elected officials, staff, and the public. The decision phase also includes a culminating event where the stakeholders can assess the 
planning process to evaluate whether the purposes for the plan described in the mobilization phase were fulfilled and where a sense of closure and accomplishment 
can be generated. Finally, the decision phase should address the processes for executing the plan to ensure tangible results are realized.

• Execution Phase. After the plan is officially adopted, strategies must be put into action (e.g. funding required in achieving goals). The execution phase is where the 
strategies become operational through the budget, financial performance measures, and action plan s. Regular monitoring should be part of this phase. The following 
diagram highlights the various long-term financial planning phases discussed in this recommended practice.

Source: http://www.gfoa.org/long-term-financial-planning-0



Key Drivers of Capital Projects

• Huge amounts of money

• Great period for forecasting

• Huge impact

• Variability - uncertainty

• The need for greater liquidity & agility



Source: http://www.brookings.edu/~/media/Research/Files/Papers/2015/07/sustainable-development-transformation-program/07-sustainable-development-
infrastructure.pdf?la=en



•Are we making progress?



Glass half full?
• Now widely recognised 

• Roads & other infrastructure are 
assets

• Asset intensiveness

• Asset stewardship responsibilities 

• Need for and value of  
medium/longer term planning 



Glass half empty?
• Reliability and robustness of 

plans

• Scrutiny re affordable service 
levels

• Mismatch between accounting & 
AM data, eg
• renewal needs/projections

• asset lives 

• rates and patterns of depreciation

• asset valuation & condition



Key to financial sustainability

• Balancing long-run average annual cost of service 
provision with long-run operating revenue

• Involves actively managing both to ensure 
achievement of ongoing small underlying operating 
surplus (net of capital revenue)

• The longer the life, the longer the revenues (cash-
milking)

• Trade-offs needed 

• Balanced long-term financial plan and asset management plan



Key indicator of financial 
sustainability

• An ongoing underlying breakeven or better accrual 
accounting operating result 

• net of capital revenues

• Means all costs (including asset consumption) being 
offset by revenue

• Should then have capacity to renew assets as and when 
required 



What are the presumptions of 
good L-T Fin Perf? (1)
• Reasonably reliable financial and asset 

management data, eg asset: 

• Useful lives (is often a function of service levels)

• Replacement costs

• Rate & pattern of consumption (depreciation)

• Componentisation

• Residual values

• Assumptions… the mother of all failures… 



Use data to model various service/cost level 
scenarios to determine preferred, affordable service 
levels and relative to potential revenue raising 
capacity

• LTFP should be based on achieving appropriate
targets for appropriate indicators

What are the presumptions of 
good L-T Fin Perf? (2)



Build financial expertise

• the key to financial sustainability is being committed to 
achieving and maintaining financial sustainability 

• Interested parties invariably ask to deliver more than 
they wish to pay

• More money in itself will not solve financial problems 

• there will always be no shortage of opportunities to 
upgrade service levels and acquire additional assets that 
will lead to higher long-run costs 

What are the presumptions of 
good L-T Fin Perf? (3)



What are the presumptions of 
good L-T Fin Perf? (4)

Think carefully re discretionary acquisition of new 
assets and upgrading of existing assets to higher 
levels of service 

• even where opportunities exist to fund such 
activity with grants

• Always focus on long-run impacts – adds to 
operating costs



Project Sustainability: Asset 
Renewal

• Unlike acquiring additional assets, asset renewal 
does not add significantly to future operating costs

• Why? 
• Refurbishing? 

• Renewing? 

• …



Project Sustainability: cost 
control

• Review range and level of services

• Possible disposal of under-performing assets

• Efficiency of service delivery 

• Eg why are costs increasing at rate above cpi? 

• Pursuing economy of scale opportunities



Project Sustainability: 
Vulnerability assessment

• What is the current situation? 

• What will the situation be in 5 yrs? 
• In 20?

• In 50? 



How to Use Results in Strategic 
Decision-making



Some lessons (to be learned) 

• “how” sustainability creates value

• “what” investments are needed to capture this value;

• “how much” financial value may be 
protected/generated.

• Reinforce cross-functional integration & improve 
decision-making:
• non-finance functions to articulate financial drivers?
• increased interaction E & S, Risk, Finance , Procurement, HR, 

etc;
• capital investment decision-making process
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End of Session

Thank you for your attention!

Q&A  


