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How Do You Know You Have One?



ldea vs Opportunity

How do you tell the difference
between an ldea and

an Opportunity?
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Presentation Notes
Common mistake: Would-be entrepreneurs spending hours and hours chasing dreams that will never take off because they haven’t taken the time to do the requisite analysis.



5 Anchors of Opportunity

It creates or adds value for a customer.

It solves a huge problem or meets a big need
or want for which someone is willing to pay.

It has a robust market, margin and
moneymaking characteristics.

It’s a good fit with the founders and mgmt.
team.

It's timely.
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Market = $50 Million or more
Growth = 20% or more
Margin = 40% or more
Profit = 10-15%
IRR = 25-30%
Strong and early cash flowing (recurring revenue, low assets & working capital)


Take a Close Look at Your Idea
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Before the Business Plan

 Approach with fresh eyes--like a child.
 Goal is not to confirm that your idea is right; the point is to prove your idea has potential.
 Doesn’t have to be conclusive. Can simply identify areas that need further exploration. 
Goal is to avoid wasting limited resources—time and money—on less than optimal ideas.
 Have as few preconceived


Feasibility Assessment
N
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 Early part of the competition, you will be evaluated on the feasibility of your idea.
 Judges will be assessing your idea’s chance for success in the hands of this team.
Follow unexpected leads
 Seek out contrary views




Tool: Innovators Scorecard

Use it to do a first screen of your idea.

Handy for comparing the relative merits of
several ideas.

Purpose is to identify areas of weakness but
not necessarily to determine “good” vs “bad”
ideas.

Will need to have on hand data about
competitors and your industry to complete.
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It’s not a crystal ball or a test that is pass/fail.

If something scores favorable, you’re +10. If negative, -10

Perfect grade = 100%; Raw score = 270, Total = 540

Internet Research Resources link on site. Also a library workshop on 10/7





Compelling Unserved Need?

If my product existed, would it be
irresistible to customers?

Would they crawl across broken
glass to get it
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Here’s where you’ll need to do research to look for substitutes and competitors  already in the market.

How intense is the ache?

“Every problem is a brilliantly disguised opportunity.”

Can an existing approach to meeting a need be improved?

Can be the everyday and mundane
Disposable diapers: Marion Donovan, frustrated housewife cut up a shower curtain in 1950.

Or life-saving and world changing
 Gastric Bypass Surgery
 Medical Tourism – 1.5 million Americans last year, saving 70% on operations

There are all kinds of needs:

Physical: food, shelter, health, warmth
Emotional: love, joy, status, peace of mind
Intellectual: self-improvement, achievement

Shoes
Physical: Payless, Dumpster Diving
Emotional: Jimmy Choo
Intellectual: Birkenstock







Explainable Uniqueness

Is my product one-of-a kind?
s it unique?
Can the difference be easily
explained?
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Uniqueness could mean
Benefits
Features
Where it’s offered
How it’s offered

Must be unique in a way that matters to people, that people value
Note that your uniqueness can be related to features of your product, the time it is offered, or the space or location  in which it is offered. 

Ex. Eastern News and airport newsstands, Kindle (wireless access), anything from Apple


Sustainable Differentiation
-

How easy would it be for others

to imitate my product?


Presenter
Presentation Notes
How easy would it be for others to imitate your product?

Are you able to: 
 Leverage legal protections, patents, trademarks, etc.
 Licensing
 Exclusive agreements with low-cost suppliers

Secret to sustainable differentiation is usually more a function of the management team (vision and talent) than the product itself. 

Sustainable (for awhile, at least)



Strong Competition

Am | likely to face smart, nimble
and/or well-established
competitors?

Are there many competitors?
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Is the industry fragmented? Usually best for startups.

Auto  and oil vs. restaurants, publishing
There are 30K health clubs.

Can you change your path slightly and carve out a niche?


Closeable Customers

Can you readily identify your
customers?

Can you find them?
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Left-handed midgets.

You must be able to quantify your market.
Is it large enough to be profitable?
Is it small enough to avoid attracting larger competitors?

You must determine their willingness to buy.

Only way to know is research – both secondary and primary

Speaks to item 6: Quality of evidence of demand.

Don’t start a business based on a hunch.



Ahead of the Market

Will my product arrive on the
market at just the right time to
capture solid market share?
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Here’s where anticipating and spotting trends becomes critical.
 Economic
 Social
 Technological
 Political/Regulatory


Ex. Ahead of the trend:


Ambush Exposure

What's the chance that an
unexpected player could decide
to enter my market and help
themselves to my customers?
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Examples:

Microsoft and Google Apps (to Federal Govt)

Dunkin Donuts and McDonald’s (McCafe) vs. Starbucks

Coinstar’s Red Box Video Kiosks vs. Blockbusters. Surpassed Blockbuster in 2007 in locations.


Management Competence

Do | have the necessary skills,

experience and networks to pull
this of?
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Investors bet on the jockey not the horse

Prior startup experience. Have you done this b/4?
Prior industry experience
Education (NYU degree)

Social Capital

Take advantage of Team Mate Hunt.
Identify advisory board members.




Looking Good in the Lobby

Do | make a strong first
impression?
Do | come across as smart,

competent, dynamic and
personable?
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Do you inspire confidence?
Are you articulate?


Cash Flowing Now

How soon do | expect to begin
generating revenue?
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Red Box became cash flow positive in 4-6 months.


Multiple Revenue Streams
=

How many sources of revenue
have | identified?
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Begin your business with complimentary products or services in mind that you can offer that won’t detract from your core business.

Importance to have diversity in your revenue stream.
Don’t put your eggs all in one basket—Also about weaving a bigger basket.
Good strategy for establishing a strong presence

Ex:
Electronic store  sales and repair
Website  subscriptions and ad sales
Restaurant  caters and hosts special events




Delivery Advantages

Do | have relationships or access
to networks that would facilitate
distribution?¢
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Red Box and McD’s  Gained access to distribution through chains.

USA Today uses hotels and airports vs home delivery or newsstands

Apple created the Apple Stores




Resources Available

Can | identify all the resources
heeded to make this a success?

Do | know where to find these
resourcese



Strategy to Penetrate Market

Can | reach critical mass—the
level of business activity where |
can’t be pushed back out of the
market—before there is adverse
reaction?
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Red Box 22K by year-end. 100 Million rentals last year.
Debut 5 years ok with  12 kiosks in Denver.




Proprietary Ownership

Can you possess the product to
the exclusion of all others?
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Legal protection
 Patents
 Trademarks
 Licensing
 Exclusivity agreements

Ex:
Hulu: Deal with NBC, Fox and ABC exclusive arrangements. Were able to stop competitors. It will expire soon.




Partnering Candidates

Are there strategic alliances | can
form to strengthen my position?
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Ex: KIP and CBS TV (Reach 110K households)

Red Box and McDonald’s (was 47%)

3rd Parties leveraging Apple iPhones to distribute apps. App Store


Manageable Capital Requirements
—

How likely am | to acquire /raise
the funds needed to launch?


Presenter
Presentation Notes
Richard Branson and space tourism.


Low Cash Required Prelaunch

How long can | postpone
substantial cash commitments prior
to launch?



Visible Capital

Can | fund initial startup expenses
through readily identifiable
sources?
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Personal savings
Investors
Trust funds
Cousin Oprah


Foreseeable Harvest

Can the investors and owners
expect to significant return on
their investment?
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Will this venture generate a significant ROI (25-30%)
Steady revenue stream
IPO
Acquisition


Taboo

Does my product violate a
societal or cultural norm that might
generate a backlash?
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Manufacturing toy guns.
Bubble gum flavored beer.

A/P security scanner - invasion of privacy



Punchy, Compelling Story

Do | have a compelling,
memorable story about my
product or venture?


Presenter
Presentation Notes
 Tom’s Shoes
  P. Diddy


Low-Hanging Fruit

Is there anything or anyone
critical to my success that would
be easy for me to attract?
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Could be a potential customer, spokesperson, vendor, investor, location
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