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 Feasibility. In broad terms, the focus of a feasibility study involves 
undertaking activities that may help determine whether one should go 
forward with an opportunity.  The process of feasibility analysis involves:
 Identifying, 
 Evaluating and 
 Determining whether to exploit an opportunity.

 Feasibility analysis forces students to: 
 Undertake a significant amount of field research; 
 Develop and think critically about business concepts; 
 Answer fundamental questions about strategic, marketing, financial, 

operational, and human resource issues about business concepts; and then 
 Reach a decision about going forward to start the businesses that are proposed
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FEASIBILITY RESEARCH
• PRIMARY

– INDUSTRY EXPERTS

– PROSPECTIVE CUSTOMERS

– FOCUS GROUPS SURVEYS

• SECONDARY
– INDUSTRY STUDIES

– FEDERAL ECONOMIC DATA

– CENSUS BUREAU DATA

– STATE ECONOMIC DATA

– ANALYST FORECASTS



What is “Feasibility”  

Product/Service Feasibility
Industry/Market Feasibility
Operational Feasibility 
Economic Feasibility 

the measure of how beneficial or 
practical it will be to create and 
sustain a particular business.



FEASIBILITY QUERIES
• WHAT IS THE CRITICAL PROBLEM, WANT OR 

COMPELLING NEED YOUR PRODUCT OR 
SERVICE WILL SOLVE?

• IS THERE A CUSTOMER OR A MARKET OF 
SUFFICIENT SCALE TO MAKE THE CONCEPT 
VIABLE?

• WHAT IS YOUR ASSESSMENT OF THE STATUS OF 
DEVELOPMENT AND AN ESTIMATE OF 
REQUIREMENTS TO COMPLETE DEVELOPMENT, 
TEST THE PRODUCT OR SERVICE AND THEN 
INTRODUCE THE PRODUCT OR SERVICE TO THE 
MARKET.

• DO THE CAPITAL REQUIREMENTS TO START 
AND SUSTAIN A BUSINESS, BASED ON 
ESTIMATES OF SALES AND EXPENSES SEEM 
RATIONAL?



THE CONCEPT STATEMENT

• WHAT IS THE UNDERLYING VALUE CREATION 
PROPOSITION: HOW AND WHY WILL IT PAY FOR 
ITSELF., YIELD MAJOR  BENEFITS/ADVANTAGES 
AND SO ON?

• A BRIEF DESCRIPTION OF THE MARKET(S) OR 
MARKET NICHE(S) YOU WANT TO ENTER.

• AN EXACT DESCRIPTION OF THE PRODUCTS OR 
SERVICES TO BE SOLD AND, IF A PRODUCT, ITS 
EVENTUAL END USES.

Presenter
Presentation Notes
PROBLEM YOU WILL SOLVE
THE NEED YOU WILL FILL
THE PAIN YOU WILL ALLEVIATE

SN: NEW PRODUCT, SERVICE, FEATURE OR TECHNOLOGY! Mp3 PLAYER
SB: BETTER SERVICE, LOWER PRICES, GREATER RELIABILITY OR INCREASED CONVENIENCE- DISPOSABLE CAMERAS

Usm: UNADDRESED NICHE MARKET, UNSERVED LOCATION OR A MARKET FOR WHICH THWERE IS GREATER DEMAND THAN CURRENT COMPETITORS CAN SATISFY: GUIDEBOOKS FOR COMP SOFTWARE
II: A SINGLE PRODUCT IS MANUFACTURED AND SOLD BY THE SAME COMPANY
YOUR BUSINESS SHOULD INCORPORATE  AT LEAST ONE OF THESE FACTOTRS MORE THAN ONE IF POSSIBLE






FINDING GAPS

GAPS IN THE 
MARKETPLACE

NO FITNESS CENTERS SPECIFICALLY 
FOR WOMEN DESIGNED

LACK OF TOY STORES THAT FOCUS ON A 
CHILD INTELLECTUAL DEVELOPMENT

RESTAURANTS THAT ARE BOTH FAST 
AND SERVE GOOD FOOD

SHORTAGE  OF CLOTHING STORES THAT 
SELL FASHIONABLE CLOTHES FOR HARD 

TO FIT PEOPLE

RESULTING NEW 
BUSINESS 

OPPORTUNITY

FITNESS CENTERS JUST FOR 
WOMEN

TOY STORES AND 
MANUFACTURE WHO SELL 

EDUCATIONAL TOYS

FAST CASUAL RESTAURANTS

BOUTIQUES AND RETAIL 
CHAINS FOR THE HARD TO FIT

NEW BUSINESS

CURVES

SLIM AND TONE

DISCOVERY TOY

SPRIG  TOYS

PANERA BREAD

COSI

CASUAL MALE 

REAZLKID



PRODUCT AND SERVICE CONCEPTS

• INDUSTRIAL/BUSINESS GOODS

– DIRECT MATERIALS

– INDIRECT MATERIALS

– CAPITAL ASSETS

– CONTRACTED SERVICES

– MAINTENANCE, REPAIR, 
OPERATING 
PRODUCTS(MRO) 
PRODUCTS



PRODUCT AND SERVICE CONCEPTS

• CONSUMER GOODS

– CONVENIENCE GOODS

– SHOPPING GOODS

– SPECIALTY GOODS

– AVOIDANCE PRODUCTS



BUILDING A BUSINESS MODEL

• IDENTIFY 
POSITION IN 
VALUE CHAIN

1

•CALCULATE HOW 
TO CREATE VALUE 
FOR CUSTOMER

2 • IDENTIFY ALL 
SOURCES OF 
REVENUE  AND 
COST DRIVERS

3

•TEST FOR 
WEAKNESSES IN 
THE BUSINESS 
MODEL

4



BUSINESS MODEL COMPARISON

HEWLETT

FORECAST DEMAND

OBTAINS SUBCOMPONENTS FROM SUPPLIERS

MAKES BASIC COMPONENTS

ASSEMBLES COMPLETE PC

STORES PC IN WAREHOUSE

SHIPS PC’S TO RETAILER

PC’S SIT ON RETAILERS SHELF UNTIL SOLD

IN HANDS OF CONSUMER

DELL

CUSTOMER PLACES ORDER VIA PHONE OR 
INTERNET

CONTRACT MANUFACTURERS INSTANTLY VIEW 
ORDER INFORMATION AND SHIP COMPONENT 

PARTS

CONTRACT ASSEMBLER COMBINES 
COMPONENT PARTS AS THEY ARRIVE

COMPUTER IS SHIPPED DIRECT TO CUSTOMER 
VIA FEDEX OR UPS

IN HANDS OF CONSUMER



IKEA’s Reconfigured Furniture Value Chain

(IKEA only performs design, ship and warehouse, and sale)

Sale-retail or 
Catalogue

The traditional Furniture Industry Value chain
(All, or most, steps completed by the same company)

Design Parts Assemble Ship and 
Warehouse

Sale-retail 
or Catalogue Delivery

Design
Ship and 

Warehouse

Parts Assembly Delivery

Outsource to Contact 
Manufacturer

Outsource to 
Customer

Outsource to 
Customer



MARKET RESEARCH FEASIBILITY 
QUERY

• IS THERE A 
CUSTOMER OR A 
MARKET OF 
SUFFICIENT SCALE 
TO MAKE THE 
CONCEPT VIABLE?



DEFINING TERMS

“MARKET” = SET OF BUYERS OR 
CONSUMERS OF THE 
PRODUCT OR SERVICE

• CUSTOMER = “WRITES THE 
CHECK” BY BUYING

• CONSUMER = END USER



MARKET RESEARCH PROCESS
• ASSESS

– TARGET MARKET(S)
– NICHES

• RESEARCH
– HISTORICALLY
– CURRENTLY

• MEASURE
• FORECAST

– IN ONE YEAR
– IN THREE YEARS
– IN FIVE YEARS
– IN TEN YEARS

Presenter
Presentation Notes
FORECASTING ENABLES THE ent TO DEVELOP PLAUSIBLE PROJECTIONS FOR THE FUTURE. THESE CAN BE PROJECTIONS FOR ELEMENTS SUCH AS SALES, PRICE LEVELS, DEMAND, MATERIALS COSTS
INTERNALLY GENERATED (LEADS TO STARTING BUSINESS)OPPORTUNITY REC VS EXTERNALLY-GENERATED(SCANS FOR BUSINESS LEADS)



MARKET RESEARCH CONTENT

• IDENTIFYING THE TARGET 
MARKET
– POTENTIAL
– ADDRESSABLE
– TARGET

• DEFINING THE TARGET MARKET
– DEMOGRAPHIC
– GEOGRAPHIC
– PSYCHOGRAPHIC
– CONSUMER 

CHARACTERISTICS
• FOCUSING THE TARGET MARKET

– PRIMARY
– SECONDARY
– TERTIARY

Presenter
Presentation Notes
DISTINGUISHING CHARACTERISTICS OF YOUR PRIMARY TARGET MARKET NARROW YOUR TARGET MARKET TO A MANAGEABLE SIZE
NUMBER OF PROSPECTIVE CUSTOMERS ANNUAL PURCHASES OF PRODUCTS AND SERVICES MEETING THE SAME OR SIMILAR NEEDS AS YOUR PRODUCTS AND SERVICES
MARKET PENETRATION=INDICATE EXTENT TO WHICH YOU ANTICIPATE PENETRATING YOUR MARKET AND DEMONSTRATE WHY YOU FEEL THAT LEVEL OF PENETRATION IS ACHIEVABLE BASED ON YOUR MARKET RESEARCH
PURCHASING CYLCLE OF POTENTIAL CUSTOMERS
PRICING AND DISCOUNT STRUCTURE



INDUSTRY/COMPETITION  ANALYSIS

• DESCRIPTION
– COMPETITORS
– PERCEPTIONS OF COMPETITORS
– CONTROL OVER PRICES, COSTS, 

CHANNELS
• MARKET SIZE/GROWTH

– BASIS FOR COMPETITION
– SEGMENTATION
– BARRIERS TO ENTRY

• ENVIRONMENTAL TRENDS
• COMPETITIVE ADVANTAGE



COMPETITION

NETFLIX

BLOCKBUSTER

REDBOX

HULU

I-TUNES MOVIE 
RENTAL



BPC FEASIBILITY WORKSHOP 2011

PART II

(OPERATIONS, MANAGEMENT, FINANCIALS)



FEASIBILITY QUERIES
• WHAT IS THE CRITICAL PROBLEM, WANT OR 

COMPELLING NEED YOUR PRODUCT OR 
SERVICE WILL SOLVE?

• IS THERE A CUSTOMER OR A MARKET OF 
SUFFICIENT SCALE TO MAKE THE CONCEPT 
VIABLE?

• WHAT IS YOUR ASSESSMENT OF THE STATUS OF 
DEVELOPMENT AND AN ESTIMATE OF 
REQUIREMENTS TO COMPLETE DEVELOPMENT, 
TEST THE PRODUCT OR SERVICE AND THEN 
INTRODUCE THE PRODUCT OR SERVICE TO THE 
MARKET.

• DO THE CAPITAL REQUIREMENTS TO START 
AND SUSTAIN A BUSINESS, BASED ON 
ESTIMATES OF SALES AND EXPENSES SEEM 
RATIONAL?
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OPERATIONAL FEASIBILITY QUERY

• WHAT IS YOUR ASSESSMENT OF 
THE STATUS OF DEVELOPMENT 
AND AN ESTIMATE OF 
REQUIREMENTS TO COMPLETE 
DEVELOPMENT, TEST THE 
PRODUCT OR SERVICE AND THEN 
INTRODUCE THE PRODUCT OR 
SERVICE TO THE MARKET.



GO TO MARKET STRATEGY

• DEVELOPMENT

• MATERIALS

• PRODUCTION

• SUPPLY CHAIN 
MANAGEMENT

• DISTRIBUTION

• PRICING



The Traditional Flower Industry Value Chain
(All or most, steps completed by different companies)

ProFlower’s Reconfigured Flower Value Chain

(ProFlowers e-commerce platform enables the process)

GROWER
IMPORTER

(DISTRIBUTOR)
WHOLESALER RETAILER CUSTOMER

Grower Customer
Flowers delivered to 

customer via FedEx or UPS



DEVELOPMENT
• PROTOTYPING

• PROCESS MAPPING

• PRODUCTION CHOICES
– INSOURCING

– OUTSOURCING

– OFFSHORING



PRODUCTION
• PRODUCTION 

PROCESSES
• SERVICE DELIVERY 

SYSTEMS
• RESOURCE 

REQUIREMENTS
• BUSINESS LOCATION
• QUALITY ASSURANCE



DISTRIBUTION
• CONSUMER 

DISTRIBUTION 
CHANNELS

• BUSINESS 
DISTRIBUTION 
CHANNELS

• INSTITUTIONAL AND 
GOVERNMENT 
MARKETS



DISTRIBUTION CHANNEL FLOW

MANUFACTURER

DISTRIBUTORS
INDEPENDENT 

RETAILERS

(15,000 FIRMS)

END USERS

(5000 TRANSACTIONS 
PER MONTH)

CHAINS = SHERWIN 
WILLIAMS

END USERS

(1500 TRANSACTIONS 
PER MONTH)

SUPERSTORES=

HOME DEPOT

END USERS

(2000 TRANSACTIONS 
PER MONTH)

INTERNET
END USERS

(300 TRANSACTIONS 
PER MONTH)



DISTRIBUTION CHANNELS FOR 
CONSUMER GOODS

PRODUCER

CONSUMER

PRODUCER

RETAILER

CONSUMER

PRODUCER

WHOLESALER

RETAILER

CONSUMER

PRODUCER

AGENT/BROKER

WHOLESALER

RETAILER

CONSUMER



DISTRIBUTION CHANNELS FOR 
BUSINESS INDUSTRIAL GOODS

PRODUCER

PURCHASING 
ORGANIZATION

PRODUCER

INDUSTRIAL SUPPLY 
COMPANY

PURCHASING 
ORGANIZATION

PRODUCER

REGIONAL DISTRIBUTOR

INDUSTRIAL SUPPLY 
COMPANY

PURCHASING  
ORGANIZATION

PRODUCER

IMPORT-EXPORT AGENT 
BROKER

REGIONAL DISTRIBUTOR

INDUSTRIAL SUPPLY 
COMPANY

PURCHASING 
ORGANIZATION



STRATEGIC PRICING

• THE NATURE OF THE 
PRODUCT

• THE COMPETITION

• THE MARKETING 
STRATEGY

• THE CUSTOMER AND 
VALUE PERCEPTION

• GENERAL BUSINESS 
CONDITIONS



PRICING STRATEGIES

• PRICE SKIMMING
• PENETRATION
• DEMAND-BASED
• PARITY
• LOSS-LEADER
• PRICE-LINING
• PRICE BUNDLING
• GEOGRAPHICAL
• ODD



PRICE
AVERAGE

COSTS PROFIT

THREAT OF 
SUBSTITUTES

THREAT OF 
NEW 

ENTRANTS

RIVALRY

SUPPLIER 
POWERBUYER 

POWER

SALES 
VOLUME



FEASIBILITY QUERIES
• WHAT IS THE CRITICAL PROBLEM, WANT OR 

COMPELLING NEED YOUR PRODUCT OR 
SERVICE WILL SOLVE?

• IS THERE A CUSTOMER OR A MARKET OF 
SUFFICIENT SCALE TO MAKE THE CONCEPT 
VIABLE?

• WHAT IS YOUR ASSESSMENT OF THE STATUS OF 
DEVELOPMENT AND AN ESTIMATE OF 
REQUIREMENTS TO COMPLETE DEVELOPMENT, 
TEST THE PRODUCT OR SERVICE AND THEN 
INTRODUCE THE PRODUCT OR SERVICE TO THE 
MARKET.

• DO THE CAPITAL REQUIREMENTS TO START 
AND SUSTAIN A BUSINESS, BASED ON 
ESTIMATES OF SALES AND EXPENSES SEEM 
RATIONAL?



PURPOSE OF CASH FLOW AND 
FINANCIAL PROJECTIONS

• FINANCIAL FEASIBILITY OF YOUR 
PLANS

• AMOUNT OF NEEDED 
FINANCING

• YOUR FIRMS ABILITY TO MEET 
THE OBLIGATIONS ASSOCIATED 
WITH THE PROPOSED 
FINANCING 

• YOUR FIRMS ABILITY TO 
PRODUCE A COMPENSATORY 
RETURN ON THE INVESTMENT 
OF THE PROPOSED FINANCING

Presenter
Presentation Notes
EXPLAIN THE UNDERLYING ASSUMPTIONS AND DOCUMENT WITH SUPPORTING EVIDENCE

IF TOO LITTLE IS REQUESTED AND GRANTED, PLAANED OPERATIONS WILL SUFFER FROM INSUFFICIENT CAPITAL---IF TOO MUCH IS LOANED, THE FINANCIAL BURDEN MAY BE TOO GREAT TO REPAY



FINANCIAL STATEMENTS

• INCOME STATEMENT

• BALANCE SHEET

• STATEMENT OF CASH 
FLOWS

• PROJECTIONS???



ESTIMATING REVENUE AND COSTS

• NARRATIVE 
ASSUMPTIONS

• START-UP COSTS

• PRODUCT/SERVICE 
DEMAND

• PRODUCT/SERVICE 
EXPENSES, COSTS



FORECASTS

◦ Pro Forma Forecasts are PREDICTIONS of a firm’s 
future sales, expenses, income, and capital 
expenditures.
 A firm’s forecasts provide the basis for its pro forma financial statements.
 A well-developed set of pro forma financial statements helps a firm create 

accurate budgets, build financial plans, and manage its finances in a 
proactive rather than a reactive manner.

◦ Are based upon ASSUMPTIONS and an ESTIMATE 
of a firm’s future income and expenses, based on its 
current circumstances, and its future plans.
◦ New ventures typically base their forecasts on an 

estimate of sales and then on industry averages or the 
experiences of similar start-ups regarding the cost of 
goods sold and other expenses.



START UP RESOURCES

• ASSET NEEDS
– FACILITIES

– EQUIPMENT

– R&D

– ONE TIME EXPENDITURES

• OPERATING NEEDS
– WORKING CAPITAL FOR OPERATIONS

Presenter
Presentation Notes
DOCUMENTS THE ANALYSIS AND INFORMATIOTHAT AN ENT HAS…SPINELKLIUN ABOUT THE HEART OF THE BUSINESS OPPORTUNITY; COMPETITRIVE ADVANTAGES THE COMPANY WILL ENJOY BAND CREATIVE INSIGHTS



ESTIMATING PRODUCT/SERVICE 
DEMAND 

• NARRATIVE 
ASSUMPTIONS
– BRAND AWARENESS

– # SALES

– TIMING OF SALES

– ONE TIME V. REPEAT 
CUSTOMERS



ESTIMATING PRODUCT/SERVICE 
REVENUE AND COSTS

• NARRATIVE 
ASSUMPTIONS
– SOURCING 

• PRODUCT

• SUPPLIES 

• MATERIALS

– ADMINISTRATIVE
• RENT

• PROFESSIONAL SERVICES

– SALARIES
• MANAGEMENT 

• EMPLOYEES
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