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Is This a Good Idea?
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Most successful businesses or new products start with a simple idea – a “what if?” – just a thought or a long-standing dream.  Unfortunately, most unsuccessful businesses begin the same way.  

How can you tell if your idea for a new business or a business expansion is a good one?  Successful entrepreneurs often test the idea with something called a “feasibility analysis” – an important step in business start-up and development. 

Testing the feasibility – the validity of your idea – can greatly increase your chances of success. You will analyze your business concept, your market, industry, and competition, and your financial and organizational resources. Whether you plan to expand your current business, acquire an existing company, or start a new business, a feasibility analysis will evaluate your idea to see if it is worth pursuing. 

The following are some of the key elements for testing your business idea for possible success and profitability. 

Identify the resource or capability of the proposed business that is unique and valuable to your business. This resource or quality must be one that will be difficult for your competitors to imitate. In other words, how is this idea different than what is already being done? 

Demonstrate or test your product or service to potential customers in order to gauge interest, desirability, and intent to purchase. Identify a target market and carefully consider their needs.  The results of your research will help you decide whether to move forward or to reevaluate your idea to see if any changes or alterations should be made to make your product/service more attractive to potential customers.

Conduct market and industry research to further define your target market. Obtain information about the current market by researching trends and analyzing the competition:  What is the estimated size of the market for your product/service? What is your projected market share?  Are there any predictions for future trends? 

Identify the strengths, weaknesses, opportunities, and threats for your idea and business. This process is known as a SWOT analysis and is important for viewing the business idea objectively – putting all the good and bad out on the table for consideration. 

Consider organizational structure to determine whether the proposed business will have sufficient management expertise and resources to be successful. Who will have what responsibilities? Are the responsibilities too great for the existing management team?  Are there sufficient non-financial resources (such as labor force, space, equipment)  to move forward and successfully develop the business product or service? 

Prepare a financial analysis by estimating anticipated sales on a monthly and annual basis. Do not count on promises. Be conservative. Estimate sales using different methods and compare figures (both in units and dollars). Estimate both fixed costs and variable costs. Estimate your break-even point and profitability. 

Finally, consider your own personal income and financial needs. If you require at least $40,000 annually to keep you and your family financially stable, does the feasibility analysis indicate a profit of $40,000 in the first year? Even the best businesses often require several years to take off and reach peak profit. How will you bridge the gap between start-up and profitability at the level you require. 

The results of a Feasibility Analysis can help you decide if your business idea is worth pursuing. If results are promising, it’s time to move forward into the business planning process. The work you’ve put into your feasibility analysis will become the basis for your business plan or financing proposal so you’re well on your way to a successful start-up or expansion move.  

Starting and operating a small business is a tough job; one that is best tackled with good preparation and planning. Your local Small Business Development Center can assist you in the preparation of a feasibility analysis or business plan.

For free business assistance with any aspect of starting or operating a business, contact the Shenandoah Valley Small Business Development Center, with offices in Harrisonburg (540-568-3227) and Verona (540-248-0600).  The SV SBDC will offer “Business Idea Analysis” as the opening session of this fall’s Path to Business Success Series. Contact the JMU office or visit our web-site at www.jmu.edu/sbdcenter.




















