Feasibility Study Basic Questions:
· How large is the industry?

· How fast is it growing?

· Is the industry as a whole profitable?

· Is the industry characterized by high profit margins or razor-thin margins?

· How essential are its products or services to customers?

· What trends are shaping the industry's future?
· What threats does the industry face?

· What opportunities does the industry face?

· How crowded is the industry?

· How intense is the level of competition in the industry?

· Is the industry young, mature, or somewhere in between?
Feasibility Study Outline

Chapter 1; description of the business:
· Description of the product or service.

· Organizational type: public, non-profit, market.

· Organizational form: Sole proprietorship; General partnership; Limited partnership; LLP; LLC; S-corporation; Corporation.
· Graphic identity: trademarks, copyrights, domain names, patents, slogans.

Chapter 2; regulatory and risk analysis:
· Regulations, Taxes, Licenses.
· Insurance.
· Risk management: inspections, preventative maintenance, crowd control, supervision.
Chapter 3; location analysis:
· General area chosen first, then specific site (including maps).
· Overall demographics; population growth, income, age, occupations, education, cultural backgrounds.
· Community environment; employee availability, competition, transportation, insurance rates, climate.
· Business environment; tax rates, real estate costs/availability, business trends, government attitude.
Chapter 4; management analysis; will be expanded into policy and procedure manual upon start-up:
1. organizational structure: hierarchy, heterarchy, emergent, matrix, hybrid (include chart).
· define major areas of operational responsibility.
· identify ‘who’ will be responsible for each area.
2. staffing:
· determine the number and types of personnel necessary to operate the business.

· identify specific skills, expertise, and certification required.
· determine availability of such personnel in the local labor force.
· evaluate compensation and benefits required to attract competent personnel.
· evaluate employee housing and transportation needs.
3. major operational considerations:
· particularly significant aspects of programs or services (e.g. special instructions, service philosophy).
· use of other organizations’ assets through contracts, joint-use agreements, trade-offs, etc.

· seasonality effects.

· use of special equipment, back-up equipment, and preventative maintenance.
· use of subcontracted services.
· facility maintenance scheduling and allowable down time.
Chapter 5; market analysis:
· Who are the customers?
· How often and how much do they purchase?
· How do you differ from competitors: attractiveness to customers (use tool)?
· How much market share can be captured?
1. Market segmentation; a group of people with some common characteristic the affects their buying behavior.
· Socio-demographics: age, sex, family stage, income, education, occupation, ethnicity, etc. (charts).
· Behavioral characteristics: benefits sought, level of use level of skill, psychological profile.
· Geographic characteristics: place of residence, distance from facility.
2. Competition analysis:
· Competition type: product, or brand: overall quality, positive experience potential, value.

· ID competition; how many, how big, how strong, where located, their strengths, weaknesses (maps, charts).
3. Market positioning; a process that produces the best niche and marketing strategy:
· Internal analysis; available resources, organizational constraints, company values and philosophy.
· Agency-client interest; what will best satisfy customers’ expectation of benefits (use tool).
4. Demand projection; the most difficult process, with each method having assumptions and weaknesses:
· Application of standards; experienced based criteria assuming that a certain population = known support,
· Comparable project methods; comparison to stats of  existing business meeting identical criteria,
· Trend analysis; the past will indicate the future,
· Participation rate projection; survey-based data similar to application of standards.
5. Determination of market share:
· Divide business’ capacity by total capacity (e.g. 200 divided by 1000 = 20%)

· Should revise downwards depending on market maturity (as much as 50% in stagnant market)

Chapter 6: Financial analysis; builds on content of previous sections to determine actual costs:
· Be liberal in projecting expenses.
· Be conservative in projecting revenues.
· Start-up costs; 

· initiating the business; legal and professional consultants, incorporation expenses, licenses/permits.
· financing capital facilities and equipment; land and buildings, vehicles, machinery, fixtures.
· pre-opening costs (covering up to 3 months); salaries, deposits, utilities, supplies, inventory, ads.
· operating costs; estimated per month for 12 months:
· costs of goods sold,
· personnel,
· contractual services,
· equipment and supplies,
· taxes and licenses,
· debt service,
· depreciation.
· revenue projections; usually based on the sale of products and/or services on a ‘per cap’ basis:
· break-even analysis (use tool).
Chapter 7: Feasibility recommendation: choose one of the following…
· Proceed with the project contingent on funding,
· Amend the project and seek funding,
· Amend the basic concept and conduct a new feasibility study,
· Terminate the project (use 5-forces matrix tool).
