The Theoretical Strategic Approach in The
Feasibility Study

Abstract
The researcher believes that developing countries still face problems of their origin, which

is linked to the existence of a distinct lack of projects and its dimensions, and industrial
companies use its role for companies in those countries to be an incentive to rush towards
the disclosure of benchmarks that can be.

The contents of this effort aimed at establishing a new understanding of the meaning
regarding the principles of fit feasibility study to the approach of strategic in the filed
project management and scientific content of the variables and their own to achieve good
performance and competitiveness.

Based on the above we can determine the objectives of the study as follow:

“Identify the trends and qualitative dimensions of the feasibility study principles and the

possibility to support and integration with the strategic applications”.
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1. Introduction

It is estimated that only one in fifty business ideas are actually commercially viable.
Therefore, a business feasibility study is an effective way to safeguard against wastage of
further investments or resources.

The concept of using a standard methodology to perform feasibility study functions is the
same concept used by F .Taylor in his philosophy of " One best way ".( Pinto: 2007)
Managing projects require management of skills and techniques in a way that's different
from managing the manufacturing process, this view arose in the late 1950s when the cold
war required that the USA develop large, complex weapons system.

The project feasibility study is a part of the initiating phase of project life cycle, once the

need has been identified, a feasibility study is done to determine if the need can be
realistically can be met .( Lock : 2000).

The needs of the organization is answered and achieved by the deliverables of the proposed
project, these needs should do with: (Phillips: 2010)

Reducing costs, increasing revenues, eliminating waste, increasing productivity and
efficiency, solving business problems, taking advantage of market opportunities.

So the business feasibility study is used to support the decision making process by providing
analytical tool that includes recommendations and limitations to assist the decision-makers

to determine if the project concept is viable or not.
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These new weapons systems development activities involved integrating the work of several
companies from many discipline to develop one product. Most of the modern feasibility
study principles and practices evolved from the lessons learned in managing early weapon

systems development.

2. Define The Problem And Importance of Study and Objectives:

It is necessary to look at the relationship between strategy and feasibility study in the light

of theoretical that link the relationship and the method of promotion, as an integrated vision
of the problem is subject to the nature of adopted in the study.
The researcher believes that developing countries, still face problems of their origin which
is linked to the existence of a distinct lack of projects management and its dimensions and
its role for companies in those countries to be an incentive to rush towards the disclosure of
benchmarks, ( Gardiner, 2005), that can be is used by industrial companies and service
organizations in order to find its place in the midst of competition.

Based on the above we address the extent of influence that can be caused by appropriate
strategies to project feasibility study over the entrance to the competitiveness.

According to the above we can determine the objectives of the study as follow:
(Kidd,2004):(Heagney: 2012),

1) Identify the trends and qualitative dimensions of the feasibility study principles and the
possibility to support and assign the application process.

2) An attempt to explore the scientific bases for the concerns of the projects theoretical
subject, project and strategies, as well as qualitative dimensions of the entrance to the
project management, so as to devise and develop ideas we have tried to find points
similarities or difference with the view of the researchers and specialists through what we
have established of a clear methodology and what we have done of the theoretical analysis .

The contents of this effort aimed at establishing a new understanding of the meaning
regarding the principles of fit feasibility study to the approach of strategic and scientific
content of the variables and their own to achieve good performance and competitiveness.

To deal with what we have presented and described as a problem and the importance of this
research, we have built hypotheses as the following:

First Hypothesis: The project feasibility study is considered the power and the case that
should be taken into account in the and the internal and external environment .
Second Hypothesis: the feasibility study Management by its characteristics, is an

important approach to the decisions and operation of the top management. It is an inclusive
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process with all other activities of the whole company. “Performance, scheduling, cost and

product life-cycle”

3. What is a feasibility study and purposes

The feasibility study aims to provide decision makers with comprehensive project-specific
information to decide if the economic returns of the project. justify the risks involved in
proceeding the project Feasibility study is an evaluation and analysis of the potential of the
proposed project that is based on extensive investigation and research to give full analysis of
the project, assumptions, and variables and to minimize risks to give full comfort to decision
makers to proceed on the project. (Zawde:2007).

A business feasibility study can be defined as a controlled process for identifying problems,
defining successful outcomes, and assessing the range of costs and benefits associated with
several alternatives for solving a problem to determine if the project idea is viable or
not.(Thompson:2002).

Feasibility study is prepared under the umbrella of environmental analysis of the project to
identify risks in both internal and external environment:

1) Internal risks: costs, yield, technical difficulties, implementation and operational

difficulties.

2) External risks: Market factors, regulations, energy cost, inflation it is simply a formalized
written approach to evaluate a business idea, it should:

- Show the facts and figures that are needed to aid decision making.

- Show whether the idea is viable or not.

- Allow to discover and look at alternative approaches and solutions to put idea into
practice.

The strategic management starts with scanning both external environment for opportunities
and threats,(Field and Larsin:2006), and internal environment for strengths and weaknesses
in order to identify the organization mission and objectives. In order to achieve objectives,
the management formulates different strategic alternatives. Then choosing the project that
best implements the strategies and achieving the strategic objectives of organization

General purposes of the feasibility study (Zawde: 2007)

- Describe the need for the project.

- ldentify where the management wants to go?
- How the project will be accomplished?

- What resources are needed?

- Who will assist or help in the project?

- When will the project be accomplished?

- How much will cost?

- What are the benefits?
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- What are the risks?

- What are the alternative solutions?

- What crucial issues that prevents the project from being successful in the

marketplace.

Strategy is implemented through projects. Every project should have a clear link to the
feasibility study strategy.( Phillips , 2010 ).
There are many organizations in which managers can't identify a project priority and link it
with the strategic business plan; this is not a good management. There are two main reasons
why project managers need to understand their organization mission and strategy. The first
reason is they can make appropriate decisions and adjustments. For example, how a project
manager respond to a suggestion of modify the design of a product to enhance performance
will vary depend upon whether his company strives to be a product leader through
innovation,( Meredith and Mantel:2011), or achieve operational excellence through low cost
solution. The second reason is that they can be effective project advocates. Project managers
should explain how their project contributes to the firm's mission, so they need know the
technical feasibility ,(Verznh:2015), organizational structure and business plan and project
costing and financial analysis .

3. The differences between the feasibility study and a business plan

Both feasibility study and business plan are basic tools in project development.

A feasibility study determines whether a proposed idea is viable or not, and the business
plan is carried out after the feasibility study is completed and the decision has been made to
proceed.

A thorough feasibility analysis provides a lot of information necessary for the business
plan, it details the steps needed to achieve the objectives as set out in the feasibility study. if
a project is seen to be feasible from the results of the study, the next logical step is to
proceed with a full business plan.

The importance of the feasibility study in the business plan:

- Provide information to achieve business objectives.
- Support the business planning stage.

- Reduce the research time.

- Reduce the cost of the business plan.

Comparison between the feasibility study and business plan: (Zawde:2007) Table (1) explain
us this points:

where Figure (1) Comparisons between the actives of feasibility study under the
concept business plan theory

4|Page



4. Sections of the feasibility study:

1) Cover sheet : It includes the name of the feasibility study (the project name), the name
of the company and the date of the final report.

2) Table of contents

2.1. Introduction : It introduces the proposals, the scope and objective of the project, its
general uses and applications. It also identifies what type of analysis is being performed.
The introduction will provide the readers with a frame of reference for the information they
will encounter in the report.

2.2. Executive summary: The executive summary is a summary of all key sections of the
business feasibility study and should work as separate, stand alone document, from 1- 4
.pages

It is very important as many busy executives first read it before deciding whether or not
they are interested in the proposal. So the executive summary should be included at the
beginning of the report.
Contents of the executive summary: (Zawde:2007)

- Very brief description of the project

- Project purpose

- Who is involved?

- Brief outline of the market potential

- Brief outline of the financial plan, projected costs, revenues, net income &capital
requirements

- Brief outline of the project benefits (like ROI, IRR)

- Repayment capacity

- Outline of the analysis carried out in the study

- Brief outline of the recommendations

2.3) Background information
This section provides the context of the feasibility study by giving brief background
information about the project and the structure of the organization, it includes:

-The general industry of the organization
-The size of the organization and number of employees
-Location of the organization (Single, regional, national, world-wide)
-The type of the project and specific features
-The mission and goals of the project
-Reasons for the proposals & the solutions that are proposed from implementation the
proposal

2.4) Feasibility study analysis and details:
- Technical feasibility
- Organizational structure & management feasibility
- Market research & analysis
- Project costing
- Financial analysis

2.5) Summary of important findings & recommendations
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This section is to be prepared after the feasibility study is completed and the report is
written. It is a quick reference guide to provide a summary of the main findings and
conclusions of each section in the feasibility study.

It includes a brief summary and conclusions about:

-Purpose and description of the project

-Technical feasibility

-Market potential

-Schedule of capital requirements

-Projected costs

-Projected revenues

-Proposed financial plans

-Projected benefits

-Brief results of the analysis

-Recommendations for implementation

4. Feasibility study analysis

According to below figure (2 ) the process feasibility study analysis are five dimensions :
1) Technical feasibility

Technical feasibility should be carried to investigate if the project design technically
feasible, it includes:

-General design, technical requirements and specifications

-Comparing design and expected performance with existing operations if applicable
-Show how the new technology or equipment will affect the start-up time line

-The cost of the new technology and equipment’s

-Reasons and advantages of the selected design

-Possible location of the project site, size and requirements

2) Factors affecting the project site:

- Accessibility to markets.

- Accessibility to qualified labors.

- Accessibility to suppliers of raw material.

- Availability of transportation and distribution channels.
- Availability of utilities and services.

- Assessment of the response of the local community.

3) Organizational structure and Management feasibility

This section should outline the proposed ownership structure, the management team, and
cover key organizational issues. It includes:

- The legal structure of the organization.

- The proposed ownership structure: potential partners, investors.

- The proposed management structure: identify the key positions that needed, the
experience and qualification needed.

4) Market Research and analysis
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This is one of the most important sections of the feasibility study as it examines the
marketability of the product or service. If a significant market for your product or service
can't be established, then there is no project.

An initial market study and analysis needs to be carried out to assess the existing demand
for a certain type of product or service in the market.

In general initial market study and analysis must be done before a feasibility study is ready
to be prepared to ascertain if there's market and customers for the proposed product at the
proposed price and location.

The information which is provided from the market research and analysis is essential for
proceeding with the detailed design, feasibility, funding, and eventually marketing of the
product or service.(Larson: 2005).

Management should share information with experts, consultants, architects, engineers and
others who decide the project cost then the feasibility study tests whether the expected
revenues will sufficiently exceed the expected cost.

Market analysis is one of the main areas of risk, so in most cases, the project is required to
generate a return which is proportional to the amount of risk involved in order to proceed.

4.1) Elements of Market research and analysis

4.1.1) Industry trends

The key reason for industry analysis is to assess the potential for profit:
How large the industry is

e The industry stage of development( young, growing, mature, decline)

The number of establishments operated in the industry
The number of customers served
The volume of sales in the industry
The entry barriers to the industry

4.1.2) Customers needs : Should identify customers' perceptions, preferences, and needs,
buying patterns and how the product or service will satisfy them.

4.1.3) Type of market : Identify if it is an open market (anyone can access) or a closed
market (access is only available if you are a part of a group to satisfy certain requirements),
and identify if the potential market is the retail or wholesale market.

4.1.4) Seasonal patterns : Identify any seasonal patterns of the product or service demand
and how seasonal fluctuations will affect prices.

4.15) Target market : lIdentify the primary customers, are there the general public,
corporations, special groups or organizations.

Description of target market should be done in term of:
e Geographic characteristics

e Demographic characteristics
e Psychographic characteristics
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4.1.6) Reaching target market: Based on identification of customers and target market,
identify the best way of reaching them; by advertising, internet, and sales staff, locally,
nationally or internationally.

4.1.7) Sales volume : To project future sales volume, you should estimate how many
units of product or service is each customer likely to have every month or quarter through
using the estimated number of customers, market share and other market research
techniques.

4.1.8) ldentifying and analyzing competitors : The feasibility study should include full
details and evidences about the competition in term of:

Size of competition

Type of competition

Location of competition

Type of products

Market share of competitors

Selling methods

Strategies of competitors

Strengths and weaknesses of competitors

The competitors' expected reaction to your company entrance to the market
Comparing of products and services to those of competitors
The competitive advantage

The disadvantages and how you overcome them

4.1.9) Product or service pricing: Pricing is very important issue that often leads to a
business failure and must be analyzed carefully.
The price is not just dependent on cost but rather on the market and how much customers
are willing to pay.
Make sure that the feasibility study clarifies the pricing of the product or service by
analyzing all of the previous market issues.

4.1.10) Capturing market share :According to the feasibility study, you should be able to
capture the largest possible share of the market and outline strategies and plans to achieve
this.

To estimate the market share, you need to:

1) Analyze the nine market issues described above

2) Analyze the rate of change both increase and decrease in the percentage of market

share among competitors

3) Investigate what can be done to establish a market niche which will enable you to

compete effectively with competitors .
5. Project costing

Cost is a major item in any project and it is crucial that you should accurately determine all
types of cost to be incurred at various stages of the project .

Costing calculations and projections must be comprehensive; they should accurately reflect
all possible future expenditures for each project alternative to enable the long-term financial
impact of the operation to be properly estimated for each alternative.

Cost is always a major worry for management, lenders, and investors. So estimating project
costs is a challenging process, it is art and science. (Pinto: 2007).
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There are two important project principles in estimating costs:

1) Clearly define the project various costs in the beginning, so reduce the chance of
estimating error

2) Estimate the initial cost estimation accurately, so increase the likelihood of preparing
accurate budget for the project

6. Financial Analysis

According to Fig.3. Financial analysis is an important section of the feasibility study aims
to make alterations and optimize plans in order to improve returns and reduce risks.
Financial analysis should be prepared with consideration of all investors, partners, banks,
and capital companies .

It involves the study and analysis of the various financial aspects of the alternative proposals
in order to identify any risk, strengths and weaknesses, and to compare alternatives

6.1) Economic feasibility analysis

Economic feasibility aims to analyze the financial stability of the project, judging whether
the project benefits are worth the risk and finding the bottom line benefit of the project.
Economic feasibility is very important for managers and decision makers to investigate the
weakness in the project and deal with them before the study is finalized to check the
viability of the project .see table 2., when you completed this economic feasibility analysis,
you can work out on these ratios again and optimize the project until you are satisfied to
meet your project financial objectives.

6.2) Projection sensitivity analysis (Worst scenario analysis). Table.3.

This analysis permits evaluators to identify which project element is the most susceptible to
positive and negative changes and the reasons and impact of the change. Both "worst-case"
possibilities and optimistic scenarios should be compared in order to make a decision
without leaving any doubt regarding risks involved in the project.

7. Strategic approach in the feasibility study

The other principle that project of Approach feasibility stydy depends on, is to represent evaluations
for the internal environment (productions, operations, resources and coasts) and the external
environment (customers, consumer, market, competition, environment, law and order) and its
advantages and disadvantages. Despite the difference in its variables, it still depends on each other in
the concept of the operations standards. This corresponds to the text of the first hypothesis and is
consistent with the nature of the study problem that mentioned above , as well as,

The main goal of this article is to present project of an approach to the feasibility study aims to teach
and introduce the concepts to the top administration to achieve a method that discovers that there are
relationship cooperation to feasibility study within the corporate strategic of the organization
through its knowledge corporate network as in Theory-In-Use concept. The Knowledge Management
Concept in the project of an approach to the feasibility study is based on essential points:

1) it is directed into the business knowledge and the managers needs, as it helps the organization
diagnosing the actions that causes future problems and easing setting goals and associated memory
directions day by day, besides helping managers to deal with weak standards and guaranteeing
rational that classifies the resources and supply the corporation with synergetic internal consistency.
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2) The management process in the project of an approach to the feasibility study is based on two
primary specifications. They are:(a) visions for the organization that aim to stop the problems facing
the organization and the productive units.(b) the foundation to achieving the consumer’s needs and
convictions. It is considered a guide to achieving organizational functions and the importance
operation to achieve the aims. This corresponds to the text of the second hypothesis and is consistent
with the nature of the study problem that mentioned above.(King:1988):(Heldom:2003).

The “step-by-step” change approach confirms a new concept in the feasibility study, and a dramatic
achievement with the purpose of improving the project organization’s results in the practical goals
“Quality, time, benefit, and reliability”. Applying this approach is considered effective (applying the
right things), and an answer to the competency and the creativity questions (Do things in the right

way). This is in line with the ideas previously presented within the focus of the first and second
hypotheses

The basics for selecting the project of course to the concept kerzner (Kerzner: 2001), of as clear
from Fig. 4. Indicates that the idea of strategic analysis should be presented as an important
input in the feasibility studies and this is confirmed by the Model .. The model Fig. 5. Shows the
number of such philosophy of this approach.

Professional feasibility study should include in the recommendations a brief description of the
strategic orientation of the project that will be derived from the initial strategy of the project in
order to maintain a strategic advantage of the project in a competitive economy .(APM:2000).

1) Project definition: It involved identifying the project objectives

2) Environmental analysis: In order to identify opportunities and threats facing the
project

3) Competitive situation: it includes identifying opportunities and threats related to the
Competition

4) Resources and capabilities: Analysis of resources and capabilities combined with
analysis of the competitive position allows to determine the strengths and
weaknesses

5) Analysis of past performance: It is the best guide for the specifications of the
present project

There are four "Strategic Thrusts” that must be considered before the project management
turn the project into a sustained competitive advantage.
The strategic thrusts must be identified during the project management methodology is

being designed and developed, not later .strategic Thrusts. Figure. 4., (Kerzner: 2001).

1) The first strategic thrust is the core values/purpose which is the heart of the company and
the basic reason for existence, it includes the vision and mission of the company

2) The second strategic thrust is the strategic focus: it identifies:

- Where will the organization compete? (The market and products)

- The competition and by which strategy the organization will compete like functional
strategy, leadership or low cost strategy

3) The third strategic thrust is the competitive focus: The differences between your
organization and major competitors
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4) The fourth strategic thrust is synergy: The organizational ability to perform more work in
less time and resources like cooperation between employees, or integration of business
processes .

Conclusion : This study reached a number of theoretical and analytical conclusions, some
of which can be explained as follows:

1. The main goal of this article is to present project of an approach to the feasibility study
aims to teach and introduce the concepts to the top administration to achieve a method that
discovers that there are relationship cooperation to feasibility study within the corporate
strategic of the organization

2. The management process in the project of an approach to the feasibility study is based on
two primary specifications. They are:(a) visions for the organization that aim to stop the
problems facing the organization and the productive units.(b) the foundation to achieving
the consumer’s needs and convictions.

3. Feasibility study is prepared under the umbrella of environmental analysis of the project
to identify risks in both internal and external environment:

4. We address the extent of influence that can be caused by appropriate strategies to project
feasibility study over the entrance to the competitiveness.

5. The contents of this effort aimed at establishing a new understanding of the meaning
regarding the principles of fit feasibility study to the approach of strategic and scientific

content of the variables and their own to achieve good performance and competitiveness.

6. A business feasibility study can be defined as a controlled process for identifying
problems, defining successful outcomes, and assessing the range of costs and benefits
associated with several alternatives for solving a problem to determine if the project idea is
viable or not

7. A thorough feasibility analysis provides a lot of information necessary for the business
plan, it details the steps needed to achieve the objectives as set out in the feasibility study

8. Feasibility study is an important analytical tool to make recommendations to accept or
reject a project and determine if the project is viable or not

9. The feasibility study includes analysis of the project in term of :

Technical feasibility

Organizational and management feasibility
Market analysis and research

Project costing

Financial analysis
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10. So Feasibility study aims to evaluate project among alternatives, evaluate a new project
or evaluate projects under developing and expanding, it helps decision makers to make a
right decision to prevent wasting time, costs, and efforts and to prevent risks

Feasibility study should take into account the strategic orientation of the project in order to
achieve a sustainable competitive advantage in the highly competitive environment
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Financial analysis

analysis: Investment appraisal

Projection sensitivity analysis
1- Liquidity ratio analysis: ; Y ‘

(Worst scenario analysis)
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Figure ( 3) Feasibility study: Financial analysis

15|Page



Decisions

Specification
of Present
Project

Figure 4. Strategic Thrusts

Figure 5. Strategic approach in the feasibility study
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Table (1) Feasibility study and Business plan

Feasibility study

Business plan

requirements, market and
industry analysis, and analysis
of possibilities

Time order Prepare first Prepare after feasibility study
is completed
Scope Overview of possibilities and | The specifics about the chosen
alternatives alternative and how it will
work
Outlines of business structure, | Detailed business structure,
Details financial and other | Detailed production plans,

specific objectives, detailed
key staff and requirements,
ect.

Table 2. Economic feasibility analysis techniques

Economic feasibility analysis techniques

1. Liquidity ratio

Provide information about the firm ability to meet its short term financial

obligation

-Working capital ratio = Current assets/Current liabilities
-Operating cash flow ratio = Cash from operations/Current liabilities

2.Effeciency ratios

-Inventory turnover = Cost of goods sold/Inventory
-Average collection period = Accounts receivables/Annual credit sales

3. Financial
leverage ratios

Assess the long-term solvency

-Liabilities ratio = Total liabilities/Total assets

4. Security ratios

Bank collateral ratio = Bank borrowing/Fixed assets

5. Profitability
ratios

Give a measure of the profitability of the project or business
-Gross profit margin = Sales-cost of goods sold / sales
-Net profit margin = Sales-total costs / sales
-Return on assets = Net profits / Total assets x 100%
It shows how effectively the business is using its assets to generate profit
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Table.3. Projection sensitivity analysis

Projection sensitivity analysis

1. Project schedule
sensitivity analysis

-Investigate if the project encounters any
possibilities of delays, the source of delays,
and solution.

-The effects of delays should mention in
term of:

1. effects on scheduling the project
2 -effects on the cost of the project

2. Sales projection
sensitivity analysis

Assess any risk that will affect the sales

3. Cost projection
sensitivity analysis

Assess any risk that may lead to increase
cost like:

increase demand— need more staff—
increase cost
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