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What is a feasibility study ? A beginners guide for
entrepreneurs

“Feasibility study accesses things like where and how the business will operate”

A feasibility study is a crucial step for entrepreneurs looking to assess the viability of a
business idea before committing significant resources. Here’s a beginner’s guide to
understanding what it involves:

What is a Feasibility Study?

A feasibility study is a systematic analysis of the potential success of a proposed business
venture. It helps entrepreneurs evaluate the practicality and potential challenges of their ideas
before making substantial investments of time, money, and effort. The primary goal is to
determine whether the business concept is achievable, profitable, and sustainable in the long
term.

Key Components of a Feasibility Study:

Market Analysis:

e Target Market: Identify who your potential customers are and their specific needs.
« Competitive Analysis: Evaluate existing competitors and their strengths, weaknesses,
opportunities, and threats (SWOT analysis).

Technical Feasibility:

» Assess whether the technology and infrastructure required to deliver your product or
service are available and feasible.

Financial Feasibility:

« Estimate the initial investment required and ongoing operational costs.
* Project potential revenues and profitability based on realistic sales forecasts.
e Conduct a break-even analysis to determine when the business will become profitable.

Operational Feasibility:
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e Evaluate the practical aspects of how the business will function on a day-to-day basis.
» Consider factors such as location, staffing needs, suppliers, and logistical requirements.

Legal and Regulatory Feasibility:

* Ensure compliance with all relevant laws, regulations, and licensing requirements.
» Assess potential legal risks and liabilities associated with the business.

Benefits of Conducting a Feasibility Study:

* Risk Management: Identifies potential obstacles and risks early on, allowing
entrepreneurs to develop strategies to mitigate them.

» Decision Making: Provides a solid foundation of information to make informed decisions
about whether to proceed with the business idea.

e Attracting Investors: Demonstrates to potential investors or lenders that the business
concept is well-researched and has the potential for success.

* Enhanced Planning: Helps in developing a clear roadmap and realistic timeline for
launching and growing the business.

Steps to Conducting a Feasibility Study:

1. Define the Business Concept: Clearly articulate the product or service, target market,
and unique selling proposition (USP).

2. Gather Information: Collect data through market research, industry reports, and
consultations with experts.

3. Analysis and Evaluation: Analyze the data collected against the criteria of market
demand, technical feasibility, financial viability, and operational requirements.

4. Make Recommendations: Based on the analysis, make recommendations on whether
to proceed with the business idea, modify it, or abandon it altogether.

5. Prepare the Feasibility Report: Document findings, conclusions, and recommendations
in a comprehensive feasibility report to present to stakeholders and decision-makers.

A feasibility study is a critical tool that empowers entrepreneurs to make informed decisions

about their business ideas. By conducting thorough research and analysis across various
dimensions, entrepreneurs can increase their chances of launching successful ventures that
are both profitable and sustainable in the long run. It serves as a roadmap that guides
entrepreneurs from concept development to implementation, helping them navigate
challenges and seize opportunities along the way.
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