Feasibility Study Guidelines

Feasibility  Study  Guidelines
Every entrepreneur should complete a feasibility study before writing a full-blown business plan.  While preparing the feasibility study, you may dig up information that helps you fine tune or refocus your plans before proceeding to a start-up.  Or you may conclude that the business simply is not feasible.  If so, it’s best to find out now.

The following worksheets will help you complete your feasibility study in a logical manner.

In addition to the written feasibility study, your team will make a 20-minute presentation to the class on your business concept and the findings of your feasibility study.

The feasibility study should include:

1. Cover Page

2. Table of Contents

3. Executive Summary

4. Business Concept

5. Product/Service Description

6. Industry Analysis

7. Market/Customer Analysis

8. Founding Team

9. Sales Strategy

10. Financial Plan 

11. Feasibility Decision

12. Timeline to Launch

13. Bibliography

14. Appendices (if needed)
These sections do not have to be in this exact order and you do not need to use these exact headings, but all the information does need to be in the study.

1. Cover Page

This may seem obvious, but entrepreneurs sometimes forget this.
1.a. 
What is the venture name?

1.b.
What is (are) your name(s) and how can you be contacted?  Address, phone, fax, e-mail.
1.c.
If you have a logo, include it here. 

2. Table of Contents

This helps the reader find information quickly and easily.  Include page numbers. 
3. Executive Summary
If nothing else, this section will be read.  In less than two pages, this is your opportunity to get the reader excited about your business concept. If you fail to interest your reader, this may be all that is read.   In two pages or less, describe your organization, demonstrate that customers want your product or service, and describe your founding team. (This section should be completed last.)
3.a. 
What is your organization?  What business is it in?

3.b.
What makes your product/service different?  What is your competitive advantage?

3.c.
How do you know that customers want your product or service?

3.d.
How much money is needed to start the venture?

3.e.
Who is on the founding team?  What are each member’s skills and talents?

3.f.
Summarize the key points from each section.
4. Business Concept
This is a short section: clear, direct, to the point. By short, think two sentences! 
4.a. 
What is the business?
4.b.
Who is the customer?

4.c.
What is the value proposition?

4.d.
How will the benefit be delivered?
5. Product/Service Description
This section is a detailed description of the products and/or services you will be selling.  You should not assume that the reader is familiar with your product/service, so be sure to explain and describe it carefully.
5.a.
What exactly is your product or service?  What isn't it?  Carefully describe.

5.b.
What is different about your product/service?  What are its features and benefits? 

5.c.
Why is your product/service superior to the competition, and how is it different? 

5.d.
Do you have any proprietary rights to the product/service (for example, technology, patents, copyrights, etc.)?  Do you need government approval (licensing or regulatory)?

5.e.
What are the liabilities or weaknesses of the product/service?

5.f.
What additional information do you need to define your product or service?
6. Industry Analysis
Describe and outline the industry in which you will compete.  When finished with this section, you and your readers should understand the dynamics, problems, and opportunities driving your industry.
6.a.
What is the industry(ies) that addresses this market?  

6.b.
What trends are important in this industry?  

6.c.
What are the patterns in this industry?

6.d.
How does this industry segment the market?

6.e.
Who are the major competitors (in an industry sense)?  It may make sense to discuss competitors in terms of genres or competitors or in terms of the big players in the industry.  If your company is operating locally, you may want to profile the industry’s big players here and leave the specific competitors for the Market Analysis section.
6.f.
How large is the industry?  What is its growth potential?

6.g.
What additional information do you need about the industry?
7. Market/Customer Analysis
This section of your plan will make or break the prospects for your venture.  Here, you will show how you are going to fit into your marketplace. 
7.a.
Who are your target customers?  What problems are you solving for them?  What are their profiles?  What motivates their buying decisions?
7.b.
What are the strengths of your product/service?  Weaknesses? How will you differentiate your product or service?

7.c.
Who are your competitors?  Provide specific information about your company’s main competitors.  Which companies will you need to attract business away from?  Who will try to take your market segment?

7.d.
How large is (are) your target market(s)?

7.e.
What motivates customer purchase decisions?

7.f.
How will you penetrate the market?
7.g.
What additional information do you need to know about your customers and market?
8. Founding Team
Upon reading this section, the reader should have a good idea of who you are and where you are going with your company.
8.a.
Who is on the founding team?  What are their qualifications, expertise and experience?

8.b.
How is your company organized (e.g., sole proprietorship, partnership, corporation…)?
8.c.
What is the name of your company? Does the company currently exist, or will it be forming?   

8.d.
What is your overall strategy and what objectives do you have?  What are your goals for the company (keep it small, grow it big, franchise it…)? What is the exit strategy for yourselves and for your investors (sell to larger company, go public, buy out investors…)?

8.e.
What additional information do you need to describe and organize your founding team and company?
9. Sales Strategy

How will you reach your customers? How will you close the sale with your customers? Remember, nothing happens until the sale is made.
9.a.
How will you distribute your product/service to the customer?  What distribution channels will you use (e.g., direct sales, mail-order, wholesalers, etc.)?  

9.b.
How will your product or service be sold?  Who will do the selling (your own sales people, manufacturing representatives, etc.)?   

9.c.
How will you communicate with your customers (e.g., advertising, promotions, etc.)? 

9.d.
How will your customers learn you exist?  How will you convince customers to come to your company for services or products?

9.e.
What are the costs associated with your sales strategy?  Which costs are fixed?  Which are variable? 

9.f.
What additional information do you need to create an effective sales strategy?
10. Financial Plan
This section helps you figure out how much money you need to start the business, how you will make money and how cash will flow. 
10.a. 
How much will the customer be charged for the product or service?

10.b.
How much do you expect to sell?  How will sales change over time?

10.c.
How much will it cost to produce your product or service?
10.d.
Complete a pro forma income statement for five years.  You do not need to break this down by month.  Your income statement may have five columns of numbers: one for each of the first five years.

· What are the expected revenues?

· What are the variable costs? Cost of goods sold (COGS), labor.

· What are your fixed costs?  Salaries, depreciation, administrative expenses, rent, equipment lease, advertising, insurance, utilities, etc.

· What are you earnings before interest and taxes (EBIT)?

· What is your cumulative profit and loss (P&L)?

10.e.
Complete the pro forma cash flow for the first year. This should have a column of numbers for each month in the first year, plus a column (or more) for the month before you start business.

· How much do you expect to sell every month?  How much money will this bring in?  This is your cash inflow.

· How much up-front cash do you need to start the business?  Deposit for lease, down payment on equipment, permits, improvements, supplies, insurance, computer, advertising, etc.

· How much will is cost to produce your product or service? COGS, labor.

· What are your fixed costs? Salaries, rent, lease payments, advertising, insurance, utilities.

· Calculate the net amount of money flowing in (or out) each month.

· What is the running cash balance?

· What is the cumulative cash balance?

10.f.
How much cash will you need to start your business?  Where will you get it (savings, a loan, venture capital, an angel…)?

10.g.
When will you break even?

10.h.
Do these numbers look attractive enough to proceed?  How can they be improved?

10.i.
What other information do you need for your financial projections?
11. Feasibility Decision

This is the bottom line.  You may have decided that the business is not feasible.  If so, it’s better to find out on paper.  But if you decide there is a viable business here, complete the Timeline to Launch section.
11.a. 
Is this business feasible?

11.b.
If this business is not feasible, what needs to change to make it feasible?  Are there specific market conditions that need to change?

11.c.
What are the strengths and weaknesses of this business?  Be specific.
12. Timeline to Launch

Only complete this section if the feasibility decision was positive.  This section will help you proceed forward.  This is the action plan for the future.
12.a.
What tasks need to be accomplished to write a business plan?  When will it be written?

12.b.
How will start-up funding be acquired?  Who will oversee securing funding?  What sources will be investigated?

12.c.
What are the roles of founding team members in moving this business towards reality?

12.d.
Who are potential partners for strategic alliances and cooperation?  

12.e.
Who needs to be hired by the organization in the short-term?

12.f.
If you have proprietary products or services, address your plan for securing their protection.

12.g.
When do you anticipate launching this business? 
13. Bibliography

This section lists your sources as endnotes.  You may use APA or MLA formatting. 
14. Appendices

If you have additional information to be included in appendices, include it at the end.  There may be supporting charts or graphs, tables, product sketches, etc. included here. This is where you would place your full five year proforma financial statements.
Formatting Checklist
Readability:

· Language is concise (does not read like a novel or a term paper).

· Makes good use of headings, subheadings, and white space.

· Each section clearly defines and satisfies its objective.

· Conclusions drawn from facts are reasonable.

· Facts are supported with sufficient charts and graphs.
Spelling/Grammar/Math:

· Spelling is correct.

· Grammar is clean.

· Math is correct and consistent between sections and supporting documents.
Formatting:

· Font choice is readable.

· Spacing between lines is sufficient.

· Plan contains subheadings.

· Formatting on headings and subheadings is consistent.

· Contains page numbers.

· Formatting on page numbers is consistent.

· Plan contains enough white space for readability.
Grading
Projects will be evaluated similarly, regardless of how many people worked on the feasibility study.  Both the written feasibility study and the presentation will be included in your grade.
Each feasibility study is expected to include the content outlined in these guidelines.  The information should be accurate, relevant, timely and well-documented.  The content should reflect thorough analysis and creative problem-solving.  Your communication of the content needs to be clear and compelling.  Poorly written feasibility studies will be significantly downgraded.
A grading rubric will be posted.  It will include specifics about points for each section and what it means to exceed, meet, approach, or not meet expectations.
8

