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Importance of opportunities in entrepreneurial process:

The dynamic interaction of the
individual and the opportunity

enterprising

entrepreneurial

entrepreneurship = obbOrtunities + individuals/
PP agency
A 4

The nature of
opportunities:
types ,sources
,and forms

The nature of
entrepreneur

AL oo b porie

Entrepreneurship is an activity that involves the discovery, evaluation and exploitation of
opportunities to introduce new goods and services, ways of organizing, markets, processes,
.(and raw materials through organizing efforts that previously had not existed (Shane 2005

An entrepreneurial opportunity, therefore, consists of a set of ideas, beliefs and actions
that enable the creation of future goods and services in the absence of current markets
for them

(Venkataraman, 1997)
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Why, when, and how do some people and not? others exploit the opportunities that they
discover Nature of the opportunity. Individual differences.

What does Opportunity mean?

The Oxford English Dictionary defines opportunity as "A time, juncture, or condition of
things favorable to an end or purpose, or admitting of something being done or effected.

circumstances with uncertain outcome, Exploitable set of: Businessdictionary

requiring commitment of resources and involving exposure to risk.

S S Ly g2
bl jelaie 4 molie 51 BN oS 5 SO G,k 5l (asles b addle L) 1) 1L 5hs a5 cwiles 5 conl & Jle Cn 3
(ardichvili,cardozo&ray,2003) .o’ o cpsls YL 35,

§ogm s Wlgi g0 i 3l 95 (oS 5 b a8 Sl gl ol 038 (T 50 45 00,5 o BT ey & IS g S Cuo b
(shane,2003).05,5 st

U LR VICR| FUAV- ST

ol )054{[&3&15@&@ Dzt S S dde Baa |l Cex > SO 431536.0&)51}5 QT 40 &S el EELTV

33,5 (oo dgm S e gl slasdlad aS o ls slael a8

Fapogl oB W0 3l Cuoyd




5,8 a8 ol ol opl p iegd Wgd oo B p 8L AL 4 88 a4 pastie (60,8 lawgi 4F aiiws slbessy Lo,
2 e sole 1y (AL (55 sleigo B3 1) (shaz Cao b Wl ol Fgmite § 39250 sloais ] o 55 b 0 SIS

it o goladl Wi, gy

Schumpeterian perspectives on the existence and
source of entrepreneurial opportunities:
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How to recombine resources into
more valuable forms
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Sell the output for a profit

P55 ol




Iy Ll (60,8 b aiwn Hlatie g aril oo 99790 danely ;0 solo] & yg0 as aSL 0,5 od JS o3 ol 3l Lags Lo 8
W20 o 7y Sl (Sledll Jolai pac slils Il asiol Lo a4 s j8 oS el job ol o 35,5 wled @S g olulil
O9d o0 Lo ,8 (aiS 4y ;08w g 0ol axlge Dledllol 05.aS L L Oledbl [ LG )1 5 e laoee j0 0,8 ol b

Kirznerian perspectives on the existence and source of
entrepreneurial opportunities:

’ isi create shortages
Pegple s decision errors g
making frameworks and surpluses

S T S l

Differential access to existing information about the errors, the shortages
and surpluses or inefficient use of recourses

| | |
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existing specific information
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Obtain resources ,recombine
them(services or products,...)
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[ Sell the output for a profit }
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The fundamental activity of entrepreneurship is new venture creation (Gartner, 1985,
(1990

A major step in any entrepreneurial venture creation process is the recognition of the
opportunity by the entrepreneur (Hills, 1995; Timmons, Muzyka, Stevenson, & Bygrave,
(1987

Based primarily on the definition offered by Christensen, Madsen, and
Peterson (1989), we define opportunity recognition as perceiving a possibility for new

profit potential through
,a)the founding and formation of a new venture)
b)the significant improvement of an existing venture)

Three Ways to Identify an Opportunity

Finding Gaps in the
Marketplace

First Approach: Observing Trends
Observing Trendse

.Trends create opportunities for entrepreneurs to pursue—
:The most important trends are—
Economic forcese

Social forcese

10




.Technological advancese
Political action and regulatory changee
—It’'s important to be aware of changes in these areas.

First Approach: Observing Trends
20f2

Environmental Trends Suggesting Business or Product Opportunity Gaps

Business, Product
or Service

Opportunity Gap A e e

*  Difference between d mﬂ

what's available and Service ldeas
what's possible

Trend 1: Economic Forces

Economic trends help determine areas that are ripe for new startups and areas that
startups should avoid.

Example of Economic Trend Creating a Favorable Opportunity
» A weak economy favors startups that help consumers save money.

» An example is GasBuddy.com, a company started to help consumers save money on gas.
11




Trend 2: Social Forces

Social trends alter how people and businesses behave and set their priorities. These trends
provide opportunities for new businesses to accommodate the changes.

Examples of Social Trends

» Retirement of baby boomers.

» The increasing diversity of the workplace.

« Increasing interest in health, fitness, and wellness.

» Emphasis on alternative forms of energy.

* New forms of music and other types of entertainment.

Trend 3: Technological Advances

1of2

Advances in technology frequently create business opportunities.

Examples of Entire Industries that Have Been Created as the Results of Technological
Advances

e Computer industry = Internet « Biotechnology = Digital photography
Trend 3: Technological Advances

20f2

Once a technology is created, products often emerge to advance it.
Example: H20Audio

An example is H20Audio, a company started by four former San Diego State University
students, that makes waterproof housings for the Apple iPod.

13

Trend 4: Political Action and Regulatory Changes

12




1of2
Political action and regulatory changes also provide the basis for opportunities.
General Example

Laws to protect the environment have created opportunities for entrepreneurs to start
firms that help other firms comply with environmental laws and regulations.

14

Trend 4: Political Action and Regulatory Changes

2 0f 2

Company created to help other companies comply with a specific law.
Specific Example

The No Child Left Behind Act of 2002 requires states to develop criterion-based assessments
in basic skills to be periodically given to students in certain grades. Kim and Jay Kleeman,
two high school teachers, started Shakespeare Squared, a company that helps high schools
comply with the act.

15

Second Approach: Solving a Problem
1of2

«Solving a Problem

—Sometimes identifying opportunities simply involves noticing a problem and finding a way
to solve it.

—These problems can be pinpointed through observing trends and through more simple
means, such as intuition, serendipity, or change.

16

Second Approach: Solving a Problem

13




20f2
» A problem facing the U.S. and other countries is finding alternatives to fossil fuels.

« A large number of entrepreneurial firms, like this wind farm, are being launched to solve
this problem.

17

Third Approach: Finding Gaps in the Marketplace

1of2

*Gaps in the Marketplace

—A third approach to identifying opportunities is to find a gap in the marketplace

—A gap in the marketplace is often created when a product or service is needed by a specific
group of people but doesn’t represent a large enough market to be of interest to
mainstream retailers or manufacturers.

18

Third Approach: Finding Gaps in the Marketplace

2 0f 2

Product gaps in the marketplace represent potentially viable business opportunities.
Specific Example

In 2000 Tish Cirovolv realized there were no guitars on the market made specifically for
women. To fill this gap, she started Daisy Rock Guitars, a company that makes guitars just
for women.

An Integrative Model of Entrepreneurial Inputs and Outcomes

Source: Michael H. Morris, P. Lewis, and Donald L. Sexton, “Reconceptualizing
Entrepreneurship: An Input-Output Perspective,” SAM Advanced Management Journal 59,
no.l (Winter 1994): 21-31.

14
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***Business [dea***

1-Entrepreneur = Background - Experience — Education

2- Environment =Industry -Economic Conditions -Social Context -Regulatory Issues
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3-Entrepreneurial Opportunity=Possible- Firm- Founding
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Identify and evaluate the opportunity

Opportunity identification: the process by which an individual comes up with an
opportunity for a new venture.

The opportunity can be identified by using input from consumers, business associates,
channel members, or “technical people”

Entrepreneur must understand the cause of the opportunity — is it technological change,
market shift, government regulation, or competition?

|dentify and evaluate the opportunity
A way to record, assess, and catalog your ideas for opportunities Contains:

1- Opportunity type (new product or service)
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2-Opportunity description (Identify who has the unmet need, why they would buy the
product or service.

, what they are currently doing to meet the need
3-Opportunity assessment (quantitative and qualitative evaluation of the opportunity)
((iw Gyl Wl 8 i) Six-Step Commercialization Process
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"Entrepreneur Must Answer The Questions Every"

Are my goals well defined?
Personal Aspirations Business sustainability and size Tolerance for risk
If the answer is yes... If the answer is no...
Do | have the right strategy?
Clear definition Profitability and potential for growth Durability & Rate of growth
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Can | execute the strategy?

Organizational infrastructure The founder’s role Resources
Questions for the New Venture

* New Venture Idea

— What existing need or want does the concept fill? In other words, what is the problem you
solve?

— Describe the service/product — will it change the way people live, work, or do business?
—Who is your customer? What is your market segment?

Is there more than one customer group?

—What is the unique selling benefit? (Why will they buy?)

Common Mistakes in Choosing a Business

« Error #1 — Converting a hobby or interest into a small business without first finding out if
there is sufficient demand for a choices

« Error #2 — Starting the business without adequate planning
« Error #3 — Resisting the urge to ask for help.

The Entrepreneurial Process: Simplified

Opportunity ldentification  » - Opportunity Opportunity Exploitation
Evaluation & Exploration
Analysis Action

Evaluating an Opportunity Does the opportunity.....

Fill a need?

Show evidence of product/service acceptance ?

Show that a market/opportunity exists now?

Reflect that your product/service/solution is better than the competition’s?
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Show an upside gain potential?( scale and sustainability)

Describe the cost to achieve this potential?

A New-Venture ldea Checklist

Basic Feasibility of the Venture

1. Can the product or service work?

2. Is it legal?

Competitive Advantages of the Venture

1. What specific competitive advantages will the product or service offer?
2. What are the competitive advantages of the companies already in business?
3. How are the competitors likely to respond?

4. How will the initial competitive advantage be maintained?

Buyer Decisions in the Venture

1. Who are the customers likely to be?

2. How much will each customer buy, and how many customers are there?
3. Where are these customers located, and how will they be serviced?
Marketing of the Goods and Services

1. How much will be spent on advertising and selling?

2. What share of market will the company capture? By when?

3. Who will perform the selling functions?

4. How will prices be set? How will they compare with the competition’s prices?
5. How important is location, and how will it be determined?

6. What distribution channels will be used—wholesale, retail, agents, direct mail?

23




7. What are the sales targets? By when should they be met?

8. Can any orders be obtained before starting the business? How many? For what total
amount?

A New-Venture ldea Checklist
Production of the Goods and Services

1. Will the company make or buy what it sells? Or will it use a combination of these two
strategies?

2. Are sources of supplies available at reasonable prices?

3. How long will delivery take?

4. Have adequate lease arrangements for premises been made?
5. Will the needed equipment be available on time?

6. Do any special problems with plant setup, clearances, or insurance exist? How will they
be resolved?

7. How will quality be controlled?

8. How will returns and servicing be handled?

9. How will pilferage, waste, spoilage, and scrap be controlled?

Staffing Decisions in the Venture

1. How will competence in each area of the business be ensured?

2. Who will have to be hired? By when? How will they be found and recruited?
3. Will a banker, lawyer, accountant, or other advisers be needed?

4. How will replacements be obtained if key people leave?

5. Will special benefit plans have to be arranged?

Control of the Venture
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1. What records will be needed? When?

2. Will any special controls be required? What are they? Who will be responsible for them?
A New-Venture Idea Checklist

Financing the Venture

1. How much will be needed for development of the product or service?

2. How much will be needed for setting up operations?

3. How much will be needed for working capital?

4. Where will the money come from? What if more is needed?

5. Which assumptions in the financial forecasts are most uncertain?

6. What will be the return on equity, or sales, and how does it compare with the rest of the
industry?

7. When and how will investors get their money back?

8. What will be needed from the bank, and what is the bank’s response?

The Evaluation Process

« Profile Analysis

— Involves identifying and investigating the financial,

marketing, organizational, and human resource variables

that influence the business’s potential before the new idea is put into practice.
 The Feasibility Criteria Approach

— Involves the use of a criteria selection list from which entrepreneurs can gain insights into
the viability of their venture.

» Comprehensive Feasibility Approach

— Incorporates external factors in addition to those included in the criteria questions.
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Key Areas for Assessing the Feasibility of a New Venture

New venture Idea

Determination of feasibility of planned new ventur

Specific Activities of Feasibility Analyses

Technical Market Feasibility Financial Organizational | Competitive
Feasibility Analysis Feasibility Capabilities Analysis
Analysis Analysis Analysis

Crucial technical | Market potential Required Personnel Existing
specifications * |dentification of financial requirements competitors
* Design potential resources * Required skill | « Size,

* Durability customers and their * Fixed assets | levels and financial

* Reliability dominant * Current other personal resources,

* Product safety characteristics assets characteristics market

» Standardization | (e.g., age, income level, | « Necessary of entrenchment
Engineering buying habits) working potential * Potential
requirements * Potential market capital employees reaction of

» Machines share Available » Managerial competitors

» Tools (as affected by financial requirements to

* Instruments competitive situation) resources » Determination | newcomer by
* Work flow  Potential sales * Required of means of
Product volume borrowing individual price cutting,
development » Sales price * Potential responsibilities | aggressive

* Blueprints projections sources for » Determination | advertising,

* Models Market testing funds of introduction

* Prototypes * Selection of test * Costs of required of new
Product testing * Actual market test borrowing organizational products, and
* Lab testing * Analysis of market * Repayment relationships other actions
* Field testing Marketing planning conditions * Potential

Plant location iIssues  Operation organizational

* Desirable * Preferred channels of | cost analysis | development
characteristics of | distribution, impact of * Fixed costs » Competitive
plant promotional efforts, * Variable analysis

site (proximity to required distribution costs

suppliers, points (warehouses), * Projected

customers), packaging profitability

environmental considerations, price

regulations differentiation
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