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OBJECTIVES

1. EXPLAIN WHY IT’S IMPORTANT TO START A NEW FIRM WHEN ITS
“WINDOW OF OPPORTUNITY” IS OPEN.

2. EXPLAIN THE DIFFERENCE BETWEEN AN OPPORTUNITY AND AN
IDEA.

3. DESCRIBE THE THREE GENERAL APPROACHES ENTREPRENEURS
USE TO IDENTIFY OPPORTUNITIES.

4. IDENTIFY THE FOUR ENVIRONMENTAL TRENDS THAT ARE MOST
INSTRUMENTAL IN CREATING BUSINESS OPPORTUNITIES.

5. LIST THE PERSONAL CHARACTERISTICS THAT MAKE SOME
PEOPLE BETTER AT RECOGNIZING BUSINESS OPPORTUNITIES
THAN OTHERS.



OBJECTIVES

6. ldentify the five steps in the creative process.

7. Describe the purpose of brainstorming and its use
as an idea generator.

8. Describe how to use library and Internet research
to generate new business ideas.

9. Explain the purpose of maintaining an idea bank.

10. Describe three steps for protecting ideas from
being lost or stolen.



WHAT IS AN OPPORTUNITY?

An opportunity Is a favorable
set of circumstances that
creates a need for a new

product, service or business.

Opportunity Defined




WHAT IS AN OPPORTUNITY?

An opportunity has four essential qualities

Attractive Timely
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Opportunity
(rather than just an idea)
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Anchored in a produdt,

service, or business that

creates or adds value for
its buyer or end user

Durable



THREE WAYS TO IDENTIFY AN
OPPORTUNITY

Finding Gaps in the
Marketplace




FIRST APPROACH: OBSERVING
TRENDS

Observing Trends
Trends create opportunities for entrepreneurs to
pursue.
The most important trends are:

Economic forces.

Social forces.

Technological advances.

Political action and regulatory change.

It’s important to be aware of changes in these areas.



FIRST APPROACH: OBSERVING

TRENDS

Environmental Trends Suggesting Business
or Product Opportunity Gaps

—

Business, Product
or Service

- New Business,
Opportunity Gap
Difference between T P""d“':: ;ﬂd
what's available and Service Ideas

what's possible



TREND 1: ECONOMIC FORCES

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

avold.

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.




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
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Advances in technology
frequently create business
opportunities.

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

» Computer industry
* Internet

» Biotechnology

» Digital photography




TREND 3: TECHNOLOGICAL

ADVANCES
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Once a technology is
created, products often
emerge to advance lIt.

Example: H20Audio

An example is H20Audio, a
company started by four
former San Diego State
University students, that
makes waterproof housings
for the Apple 1Pod.




TREND 4: POLITICAL ACTION AND
REGULATORY CHANGES
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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.




TREND 4: POLITICAL ACTION AND
REGULATORY CHANGES
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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.




SECOND APPROACH: SOLVING A
PROBLEM
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® SOLVING APROBLEM

® SOMETIMES IDENTIFYING OPPORTUNITIES SIMPLY
INVOLVES NOTICING APROBLEM 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.



SECOND APPROACH: SOLVING A
PROBLEM
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* 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 T (M2 DE S e S T SN
launched to solve this problem. SESISEEH S5 L




THIRD APPROACH: FINDING GAPS IN
THE MARKETPLACE
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®GAPS IN THE MARKETPLACE

® ATHIRD APPROACH TO IDENTIFYING

OPPORTUNITIES IS TO FIND A GAP IN THE
MARKETPLACE

® AGAP 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.



THIRD APPROACH: FINDING GAPS IN
THE MARKETPLACE
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Specific Example
Product gaps In the In 2000 Tish Cirovolv
marketplace represent realized there were no guitars
potentially viable on the market made
business opportunities. specifically for women. To

fill this gap, she started Daisy
Rock Guitars, a company that
makes guitars just for women.




PERSONAL CHARACTERISTICS OF THE
ENTREPRENEUR

Characteristics that tend to make some people better at
recognizing opportunities than others

Prior Experience Cognitive Factors

Social Networks Creativity




PRIOR EXPERIENCE

°PRIOR INDUSTRY EXPERIENCE

® SEVERAL STUDIES HAVE SHOWN THAT PRIOR
EXPERIENCE IN AN INDUSTRY HELPS AN
ENTREPRENEUR RECOGNIZE BUSINESS
OPPORTUNITIES.

® BY WORKING IN AN INDUSTRY, AN INDIVIDUAL MAY
SPOT A MARKET NICHE THAT IS UNDERSERVED.

® IT ISALSO POSSIBLE THAT BY WORKING IN AN
INDUSTRY, AN INDIVIDUAL BUILDS A NETWORK OF
SOCIAL CONTACTS WHO PROVIDE INSIGHTS THAT LEAD
TO RECOGNIZING NEW OPPORTUNITIES.



COGNITIVE FACTORS

® COGNITIVE FACTORS

® STUDIES HAVE SHOWN THAT OPPORTUNITY RECOGNITION
MAY BE AN INNATE SKILL OR COGNITIVE PROCESS.

® SOME PEOPLE BELIEVE THAT ENTREPRENEURS HAVE A
“SIXTH SENSE” THAT ALLOWS THEM TO SEE
OPPORTUNITIES THAT OTHERS MISS.

® THIS “SIXTH SENSE” IS CALLED ENTREPRENEURIAL
ALERTNESS, WHICH IS FORMALLY DEFINED AS THE ABILITY
TO NOTICE THINGS WITHOUT ENGAGING IN DELIBERATE

SEARCH.



SOCIAL NETWORKS
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® SOCIAL NETWORKS

® THE EXTENT AND DEPTH OF AN INDIVIDUAL’S SOCIAL
NETWORK AFFECTS OPPORTUNITY RECOGNITION.

® PEOPLE WHO BUILD A SUBSTANTIAL NETWORK OF SOCIAL
AND PROFESSIONAL CONTACTS WILL BE EXPOSED TO
MORE OPPORTUNITIES AND IDEAS THAN PEOPLE WITH
SPARSE NETWORKS.

® IN ONE SURVEY OF 65 START-UPS, HALF THE FOUNDERS
REPORTED THAT THEY GOT THEIR BUSINESS IDEA
THROUGH SOCIAL CONTACTS.

® STRONG TIE VS. WEAK TIE RELATIONSHIPS

® ALL OF US HAVE RELATIONSHIPS WITH OTHER PEOPLE
THAT ARE CALLED “TIES.” (SEE NEXT SLIDE.)



SOCIAL NETWORKS
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® NATURE OF STRONG-TIE VS. WEAK TIE RELATIONSHIPS
® STRONG-TIE RELATIONSHIP ARE CHARACTERIZED BY FREQUENT
INTERACTION AND FORM BETWEEN COWORKERS, FRIENDS, AND
SPOUSES.

® WEAK-TIE RELATIONSHIPS ARE CHARACTERIZED BY INFREQUENT
INTERACTION AND FORM BETWEEN CASUAL ACQUAINTANCES.

® RESULT

® IT IS MORE LIKELY THAT AN ENTREPRENEUR WILL GET NEW
BUSINESS IDEAS THROUGH WEAK-TIE RATHER THAN STRONG-TIE
RELATIONSHIPS. (SEE NEXT SLIDE.)



SOCIAL NETWORKS
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Why weak-tie relationships lead to more new business ideas
than strong-tie relationships

Strong-Tie Relationships

Weak-Tie Relationships

These relationships, which
typically form between like
minded individuals, tend to
reinforce insights and ideas
that people already have.

These relationships, which
form between casual
acquaintances, are not as
apt to be between like-
minded individuals, so one
person may say something
to another that sparks a
completely new idea.



CREATIVITY
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Creativity
Creativity Is the process of generating a novel or useful
Idea.
Opportunity recognition may be, at least in part, a
creative process.
For an individual, the creative process can be broken
down into five stages, as shown on the next slide.



CREATIVITY
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Five-Steps to Generating Creative ldeas

Insight

= Eureka!
= Business idea conceived

A « Problem solved |

|

Preparation — Evaluation — Elaboration




FULL VIEW OF THE OPPORTUNITY
RECOGNITION PROCESS

Depicts the connection between an awareness of emerging trends
and the personal characteristics of the entrepreneur

Environmental Trends
Economic factors
Social factors
Technological advances
Political and regulatory changes

Business, Product or New Business,
Service Opportunity Gap Product and
Difference between what's Service

available and what's possible Ideas

Personal Characteristics
of an Entrepreneur
Priar experience
Cognitive factors
Social networks
Creativity



TECHNIQUES FOR GENERATING
IDEAS

Brainstorming Focus Groups

Library and
Internet Research




BRAINSTORMING

Brainstorming

Is a technique used to generate a large number of ideas and
solutions to problems quickly.

A brainstorming “session” typically involves a group of
people, and should be targeted to a specific topic.
Rules for a brainstorming session:

No criticism.

Freewhelling is encouraged.

The session should move quickly.

Leap-frogging is encouraged.



FOCUS GROUPS

Focus Group
A focus group Is a gathering of five to ten people, who have
been selected based on their common characteristics relative
to the issues being discussed.
These groups are led by a trained moderator, who uses the
Internal dynamics of the group environment to gain insight
Into why people feel they way they do about a particular
ISsue.
Although focus groups are used for a variety of purposes,
they can be used to help generate new business ideas.



LIBRARY AND INTERNET RESEARCH

Library Research
Libraries are an often underutilized source of information for

generating new business ideas.

The best approach is to talk to a reference librarian, who can point
out useful resources, such as industry-specific magazines, trade
journals, and industry reports.

Simply browsing through several issues of a trade journal or an
Industry report on a topic can spark new ideas.



LIBRARIES AND INTERNET

RESEARCH
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Large public and
university libraries
typically have access to
search engines and
Industry reports that would
cost thousands of dollars
to access on your own.

Examples of Useful Search
Engines and Industry Reports

 Lexis-Nexis Academic

* ProQuest

 |[BISWorld

* Mintel

e Standard & Poor’s Net
Advantage




LIBRARY AND INTERNET RESEARCH

Internet Research
If you are starting from scratch, simply typing “new business
ideas” into a search engine will produce links to newspapers and
magazine articles about the “hottest” new business ideas.
If you have a specific topic in mind, setting up Google or Yahoo!
e-mail alerts will provide you to links to a constant stream of
newspaper articles, blog posts, and news releases about the
topic.
Targeted searches are also useful.



OTHER TECHNIQUES

Customer Advisory Boards
Some companies set up customer advisory boards that meet
regularly to discuss needs, wants, and problems that may lead to
new ideas.

Day-In-The-Life Research

A type of anthropological research, where the employees of a
company spend a day with a customer.



ENCOURAGING NEW IDEAS

Establishing a Focal Point for Ideas
Some firms meet the challenge of encouraging, collecting, and
evaluating ideas by designating a specific person to screen and
track them—for if its everybody’s job, it may be no one’s
responsibility.
Another approach is to establish an idea bank (or vault), which
IS a physical or digital repository for storing ideas.
Encouraging Creativity at the Firm Level
Creativity Is the raw material that goes into innovation and
should be encouraged at the organizational and individual
supervisory level.



PROTECTING IDEAS FROM BEING
LOST OR STOLEN

®STEP1

® THE IDEA SHOULD BE PUT IN ATANGIBLE FORM SUCH AS
ENTERED INTO APHYSICAL IDEA LOGBOOK OR SAVED ON A
COMPUTER DISK, AND THE DATE THE IDEAWAS FIRST
THOUGHT OF SHOULD BE ENTERED.

® STEP 2
® THE IDEA SHOULD BE SECURED. THIS MAY SEEM LIKE AN
OBVIOUS STEP, BUT IS OFTEN OVERLOOKED.
® STEP 3

® AVOID MAKING AN INADVERTENT OR VOLUNTARY
DISCLOSURE OF AN IDEA, IN A MANNER THAT FORFEITS THE
RIGHT TO CLAIM EXCLUSIVE RIGHTS TO IT.
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