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ENTREPRENEURIAL spirit

ou’ve decided to start a business to earn  
money for your organization, and you’ve 

chosen the product or service you’d like to
market. Now you’re eager to get started.

But wait. Before you plunge in, you need
to get a sense of your project’s feasibility.

There are two steps to establishing feasi-
bility: draft and final. In the draft stage you
write three to five pages, reviewing the poten-
tial business, its markets in general, and what
kind of services are being provided in this mar-
ket. In the final feasibility study, you go into
much greater detail about the market you want
to serve, a definition of the service you want to
provide, why the market wants this service,
how you will provide it, the barriers to success,
how you will overcome those barriers, and pre-
liminary financials.

Ask, “Can we do this? Do we have (or can
we get) the resources to accomplish this? Does
it meet our social outcome goals?”

Remember the maxim of “prudent risk.”
The idea of a feasibility study is twofold: to
focus on what the business is, and to see if it’s
feasible for you.

The outline below shows the sections of
the feasibility study and some questions you
should answer in the study itself.

INTRODUCTION
Statement of the business:

• What type of business is your organization
planning to run?

• Who will operate it?
• How will it benefit your clients and your

organization?
• How does it “fit” your group?
• What are the characteristics of successful

businesses of this type?
• Will it operate within your present not-for-

profit’s corporate umbrella, or will you
spin off the business venture into a sepa-
rate corporation?

Information on the industry:

• What is happening in the industry?
National and state associations represent-
ing this type of business can give you this
information.

• Are there trends within the industry that
you can tap?

• Will these trends continue, or are they
short-lived?

• How will you handle your business if
demand drops off because the trend dies?

• What makes your business venture differ-
ent from the competition?

• What is your special angle?

Information on competitors:

• Who is the competition?
• Where are they located?
• How will you compete?
• Is there enough of a market to support

you and the competition?
• How does your price compare with your

competitors’ prices?

Y
But Is It Really Feasible?

Should you go ahead with your business 

idea or choose another direction? Here’s how to decide.
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• Can you price competitively and still make money?
• If your price is higher, how will you justify that to cus-

tomers and still get their business?

Start-up capital:

• How much capital do you need?
• Where will you get it?
• Do you have any other possible sources for capital?

Basics on pricing:

• How will you arrive at the price you charge?

MARKET INFORMATION
Potential markets:

• What is the market for this business? How large is it?
• Who are the customers within this market? How will you

reach them?
• What is your marketing plan?
• What is your sales strategy?

Market research:

• Have you asked potential customers what they want from a
business of this type?

• What makes a successful business of this type? Is it quality,
dependability, innovation, or price?

• What are your survey results?
• What positive and negative things going on in the world

could affect your business?

Need and demand:

• Is there a need for your product and service? How do you
know?

• Do potential customers want this product or service?
• What is your estimate of the demand?

Hurdles and pitfalls:

• What problems could arise in the operation of this business
venture, and how will you overcome them?

• Are there some problems that can’t be resolved?

ASSUMPTIONS ABOUT THE 
SIZE OF THE BUSINESS

Growth and size:

• How large an operation will this be in terms of revenues,
expenditures, and staffing?

• If growth comes too soon, can you handle it?
• Can you handle any growth?
• What will you do if your estimates of growth aren’t accu-

rate?
• Is a business that earns a small profit—or no profit at all—

worth operating?

START-UP COSTS
Capital requirements:

• What are your capital requirements?
• What are your other initial requirements? Will you need

licenses, telephones, office supplies, insurance, and adver-
tising?

• How long will you have to operate before you begin to gen-
erate income? Have you estimated monthly operating
expenses for this long a period? Have you included this
much cash in your start-up costs? For instance, if it will
take you four months to generate income, you should
include four months of operating expenses in your start-up
costs.

PRO FORMA FINANCIALS
• What are your break-even numbers per month and per

year?
• How long will it take you to reach your break-even num-

bers? (It always takes longer and costs more than you
think.)

• Can you afford to lose money for that long?

DISCUSSION OF FEASIBILITY
• Is this business feasible for your organization?
• Does it meet your mission and goals?
• Is the risk acceptable?
• Will it raise wages, increase employment, and/or increase

revenue to your organization?
• If it worth the hassles?
• Can you compete with the competition?
• Is the market growing or shrinking, and how will this affect

your organization?
• Can you maintain quality?
• Will you alienate potential customers if growth occurs too

quickly?

•••••
Are there trends within the
industry that you can tap?

•••••
Remember the maxim 

of “prudent risk”.
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• Will it be possible for you to main-
tain quality control if rapid growth
occurs?

• Is there some other activity that
would be more beneficial to your
organization and less expensive and
time-consuming?

If your study shows that the business
isn’t feasible for your organization, you
have three choices. You can choose
another idea, rework this idea, or wait for
conditions to improve. For example, if
you’re considering a recycling business,
you might have to wait till the market for
recycled goods rebounds to a certain
level. Or, if you’re in a highly leveraged
business (buying, renovating, and
reselling low-income housing, for exam-
ple), you perhaps can’t afford to start the
business if mortgage rates are high.

If you decide that your business idea
is feasible, then proceed to a business
plan. We’ll detail the parts of a business
plan in an upcoming column. ■
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Downlink Update
Peter Brinckerhoff shares other insights in distance-education courses he teaches for the Learning Institute
for Nonprofit Organizations. The Learning Institute’s new Certificate of Excellence in Nonprofit Leadership
and Management is based on the following curriculum, delivered to downlink sites across the United
States, Canada, Mexico and South America:

January 21, 1999. Marketing Is Everyone’s Business

February 18, 1999. Financial Empowerment: More Mission for Your Money

March 18, 1999. Social Entrepreneurship: Merging Mission and Money

April 15, 1999. Volunteer Involvement: Attracting and Keeping the Best

May 20, 1999. Strategic Alliances: Extending Your Reach 

The Learning Institute is a program of the Society for Nonprofit Organizations (6314 Odana Road, Suite 1, Madison,
Wisconsin 53719). For more information, please call PBS Adult Learning Services at 800-257-2578.


