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1 Introduction

An entrepreneur is an individual who develops and executes any new business
venture, usually with considerable initiative and risk'. The initial part of the entrepreneurial
process consists of: identifying an idea for a new product or service, determining if the idea
is a potential business opportunity, validating and selecting the opportunity, and then
forming a business plan to pursue the opportunity. The entire entrepreneurial process
consists of many additional steps, but this paper will focus only on the pre formation part of
the process.

When determining an idea to follow into business, many entrepreneurs have more
than one viable opportunity to evaluate, thus it becomes important to have the ability to
objectively evaluate the potential opportunities against each other. Some entrepreneurs
evaluate with gut feeling or by emotion, others use a process, others use both. If
entrepreneurs can evaluate multiple opportunities, each on a systematic scale, they can see an
unbiased, more realistic view of which opportunities have the highest potential for success.
It is the process of evaluating multiple opportunities, to find the most rewarding venture, that
many believe is at the heart of the entrepreneurial process and improves the probability of
success of the venture’.

Regarding single opportunity recognition / evaluation, a debate exists among
entrepreneurs and researchers that the ability to recognize and capitalize on a potential
opportunity can only be exploited by a limited number of people; entrepreneurs who are
able to see potential market needs and create customer value are those who will be the most

successful’. This is very important because successful entrepreneurs use personal
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knowledge, previous experience, and market insight to see opportunities where others do
not.

Cutrent research in the opportunity recognition / evaluation field focuses on three
major topic areas: how opportunities arise, the process of evaluating a single opportunity,
and how opportunities are transformed into business ventures.

The analysis of how opportunities arise consists of examining concepts such as
opportunity discovery vs. creation, the psychological process of opportunity identification,
and the influence of personal traits of entrepreneurs on the opportunity recognition process
(OpR). The research around the process for evaluating single opportunities consists of
conceptual models and frameworks for determining the potential success of opportunities.
These models are generalizations, on how specific entrepreneurs go through the opportunity
evaluation process. Additional research in the opportunity analysis field examines how
opportunities develop into business ventures through the use of a business plan. This paper
will not examine the process of developing an opportunity into a business, through the
business plan, capital procurement process etc.

A common theme among the three areas in the research is that the mitigation and
reduction of risk in the opportunity increases the chance of success’. Currently there is a
lack of research around the process of analyzing multiple opportunities, specifically with
regards to an objective processes. Despite extensive research into this area of multiple
opportunity analysis little documentation and work is available.

The concept of opportunity analysis (OpA) is an important area to study, due to the
importance of choosing the right business to pursue. Entrepreneurs spend years and
immense levels of effort starting a new business. Choosing the right opportunity is

important to every entrepreneur and contributes to the probability of success of the venture.
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This Major Qualifying Project investigates how multiple opportunities are analyzed,
compared, and ultimately narrowed down to one, which is later pursued to launch a new
business venture. This process will be referred to as the Multiple Opportunity Analysis
Process (MOpA). This project will thoroughly evaluate current academic research in the
field of OpR, as well as real world experience from entrepreneurs, angel investors, and
venture capitalists, from this data a model for evaluating multiple opportunities will be
detived. This model will be applied to evaluate the personal ideas / opportunities of
Thomas ] Lynch 1V, serial entrepreneur, culminating in a single opportunity for a new

business venture.
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2 Literature Review

2.1 What is an Entrepreneurial Idea?

Entrepreneurial ideas, in their simplest form, are new ideas for a product or service, or
a new way to incrementally improve a current product or service that has commercial
viability. These ideas can come from many inspirations and can be created by almost any
person”. At this stage the idea is only an idea-they are not a business opportunity, or a new
product or service.

Entrepreneurial ideas transition to an opportunity when they have the ability to satisfy
a market need and provide new customer value. Entrepreneurial opportunities exist when
there is potential of generating revenue from the idea and certain commercial factors can be
validated. Ideas can be transitioned to opportunities with a small number of tests. For
example: Can you talk to some potential customers? Do they think the idea satisfies a need
they may have? Are they willing to pay for that value?

If the answers to those questions are yes, the idea can be recognized as a potential
opportunity. There are no indications of the potential outcome of the opportunity at this
point. Furthermore there are also no indications of the magnitude of the opportunity. Just
because one or two people might buy your product or service, in which you can make a
profit, doesn’t mean that business will be profitable for years to come. Will this opportunity
have a sustainable value proposition? Is the technology available and defensible? There are
additional questions that must be answered before moving forward. The following sections

discuss how opportunities are realized, validated, and evaluated.
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2.2 How Opportunities Arise

The research in the field of how opportunities arise consists of three main topics:
articles discussing the differences between (1) opportunity discovery, (2) opportunity
creation’, and (3) how traits of entrepreneurs relate to their ability to identify and understand
market need’. Despite the different ideas on how entrepreneurs realize opportunities all
researchers agree that opportunities do not just appear. Through using a specific process or
by shear creativity, opportunity recognition is an effort that takes a considerable amount of
time and effort.

Major factors that contribute to the undetlying ability to recognize opportunities are:
understanding of the target market, the general industry, the technology, and the customers.
Researchers believe that entrepreneurs who have a full understanding of those elements will
have a better chance to recognize potentially successful opportunities.” ™"

Opportunities can come from many different sources. Specific needs of customers

or markets, major market shifts, regulatory changes, and new technologies can all spawn the

potential for new entrepreneurial opportunities.®

2.3 Opportunity Discovery vs. Creation

Researchers and practitioners believe that there are two different ways opportunities
are recognized: opportunity discovery and opportunity creation.

Discovery is the process where entrepreneurs realize there is an opportunity to (D1)
create customer value on an existing market need due to a change in market conditions, (D2)
customer needs, (D3) technology, or (D4) social trends. In the case of opportunity
discovery the entrepreneur uses his knowledge to make the non-obvious seem possible’.

Opportunity discovery usually consists of a structured process; Benyamin, Bergmann,
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Lichtenstein and Lumpkin suggest the process consists of three stages: Preparation,

Incubation, and Insight, as shown in Figure 1"’ They believe that opportunities are not

Insight
Preparation »
» Eureka!
+ Deliberate
»| * Problem solved
+ Unintended > Incubation
» Idea shared

[

Figure 1 - Discovery Phase of Opportunity Recognition!0

discovered during a single enlightening experience, but rather through a phased approach.

The preparation phase, as seen in Figure 1, is heavily influenced by the
entrepreneur’s past experiences and knowledge. During this phase, understanding of the
market, industry, and technology for a potential opportunity give the entrepreneur insight
into the potential success of the opportunity.

The incubation phase is where the entrepreneur is contemplating the inner workings
of the opportunity. They look at the customer need, market readiness, and execution of
bringing the opportunity to market. Many options are evaluated; the critical thinking and
problem solving skills of the entrepreneur are tested. Due to the large amount of thinking or
churning of the opportunity in the entrepreneur’s head, this stage may take significant time.
This is also the stage where the entrepreneur may talk with other entrepreneurs or potential
customers to gather feedback on the value proposition of the opportunity. Key fundamental
assumptions of the opportunity may change during this phase; the entire direction of the

opportunity can also change.
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The insight stage can be described as the point where the true identity of the
opportunity becomes clear. The answers to the questions developed during the incubation
phase may all be answered, seemingly at once. The entrepreneur experiences a convergence
of all the things previously being considered. It is at this point the entrepreneur realizes the
existence of a substantial business opportunity. In Figure 1, the process indicates that the
entrepreneur has a vast understanding of background information related to the opportunity.
The entrepreneur deliberates over the opportunity, and through the process of thinking the
problems are solved. An issue with this process is that it does not take into account
creativity or intuition. These are two of the major factors in the opportunity creation
process.

The idea of opportunity creation is the process where an entrepreneur creates a new
market opportunity sometimes seemingly from nothing. Sometimes these opportunities are
characterized as very large paradigm shifts; one could argue that the invention of personal
computers or the iPod were creation opportunities. Creation opportunities take an immense
amount of knowledge by the entrepreneur in a certain field, so much that they are able to
predict the next big market innovation. Ardichvili, Cardozo, and Ray suggest that five key
factors are integral to the creative opportunity recognition and development process: (C1)
Entrepreneurial alertness, (C2) information asymmetry and prior knowledge, (C3) social
networks, (C4) personality traits including optimism, self-efficacy and creativity, and the (C5)

type of opportunity itself'".
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With the creation method of opportunity recognition, the key concept of
entrepreneurial alertness describes the creative and perceptive traits entrepreneurs leverage
to recognize opportunities. This entrepreneurial alertness allows the entrepreneur to sense
or perceive a new market need, and they are then able to use their creativity to develop a fit
between needs in the market and resources available. Finally, they are able to create a new

business or commercial opportunity, based on their prior knowledge. Figure 2, shows a

Things
appear o » aintai Continue as is
be usual, Ig'lfiimam
as expected Status Quo
or

Existing . .
Ignore Imitative Opportunities
Market & Means-Ends PP
Situation Framework

or
Discount >

Event

Incremental Opportunities

Something may
be vnusual,
unexpected or
anomalous

|
Counterfactual |
Howdoes |y, | Thinking — | Dreak
What's it affect N;u;:;b
52;25 ® %b:ﬁ;’;&;}' II —————p | Ends — > l;.nov:mvf:‘
--market | Framework Opportunities
rules — Mentat |
Simulations

Figure 2 - Process Map of Entrepreneurial Alertness!?
process map outlining the elements that influence the concept of entrepreneurial alertness'”.
Ardichvili, Cardozo, and Ray summarize the creation ideology of opportunity
recognition as “Creation involves redirecting or recombining resources in order to create and
deliver value superior to that currently available. Concept creation may go well beyond
adjustment of current matches of resources and needs and may even lead to dramatic
restructuring of an existing business or radical innovation.”"

The concept of information asymmetry and prior knowledge describes the trend that
individuals notice and understand things they already know. This is the idea that prior
knowledge in a particular area triggers opportunity recognition. Any given entrepreneurial
opportunity is not obvious to all potential entrepreneurs, the rationale being that all people

Management MQP — T] Lynch 11



do not possess the same information all the time'*. Each person’s idiosyncratic prior
knowledge creates a knowledge corridor that allows the entrepreneur to recognize certain
opportunities, but not others. Three major dimensions of prior knowledge are important to
the process of entrepreneurial recognition through creation: prior knowledge of markets,
prior knowledge of ways to serve markets, and prior knowledge of customer problems".

Social networks play an important role in the opportunity creation process; the ability
to converse with many like-minded as well as non like-minded individuals can increase the
potential for successfully recognizing opportunities. Hills et al., (1997) assert that
entrepreneurs who have extended social networks identify significantly more opportunities
than solo entrepreneurs. They also hypothesize that the quality of the social contacts can
affect other characteristics, such as alertness and creativity'’.

Personality traits - specifically creativity - are a major factor that allows entrepreneurs
to recognize opportunities that others do not. While hard to always quantify, their creativity

gives them the basis for innovation and allows them to solve problems that others believe

Personality traits:
*  creativity
*  optimism |

Core Process
* l Perception Subsequent
Social Networks: . Businesses
s weak lies + Discovery +
s action set Entrepreneurial Alertness _
+  partnerships — — Creation
*  inner circle
Development
+
Prior knowledge: Abortion Venture Formation
* domain 1 (special interest)
»  domain 2 (industry knowledge):

- knowledge of markets
- knowledge of customer problems
- knowledge of ways to serve customers

12
Type of opportunity

Figure 3 - Five Elements of the Opportunity Creation Model!



have no solution. Personality traits of the entrepreneur are related to the final factor in the
opportunity creation process - the type of opportunity. Opportunities that are recognized
through the creative process are usually of a specific type; as mentioned earlier, these
opportunities are sometimes based upon totally new technologies or paradigm shifting ideas.
Figure 3 demonstrates how the five major areas interact with each other in the creation
process' . Baseline knowledge and previous experience coupled with personality traits feeds
into the entrepreneur’s social network, leading to discussion which becomes the basis for
entrepreneurial alertness.

Despite the two different schools of thought on how opportunities are recognized
(discovery vs. creation) recent research suggests that entrepreneurs that are able to
incorporate both discovery and creativity opportunity recognition concepts are far more
successful than individuals who practice one method or the other."® Figure 4 illustrates the
potential for innovation when elements of the discovery and creation process are

combined.” Elements of the opportunity discovery method (D1 — D4), and the opportunity

Instituticnalising IN NOVAT I DN
Aleriness and New Markets
Knowledze
Development
- Knowledge Customer
I'he and Requirements
- - Entrepreneur o,
| Embracine Risk Experience
of the Firm
. Technology
Driving E"E}'IL‘J'!i'iL'
Growth
Market Driven Technology External
Innowvation T-.-uhrmhg:
Culture Providers

Figure 4 - Combination of Creation and Discovery Concepts!?
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creation method (C1 — C5) can be seen interacting. After an opportunity is identified, more
work is required to determine the potential of the opportunity. The need to evaluate

opportunities has led to research frameworks and models to evaluate a single opportunity.

2.4 Models for Further Identifying and Evaluating a Single Opportunity

The models are broken into two categories: identifying opportunities and evaluating
opportunities. Both models assess many of the factors that influence the potential
successfulness of the opportunity. The models evaluate the market, the competition, the
technology, the economics, the capital requirements, risks, and exit strategy.

At the highest level, the evaluation process consists of elaborating and evaluating on
key elements of the opportunity. During this phase the entrepreneur is testing assumptions
and investigating the direction of the opportunity. Figure 5, is similar to Figure 1, but is

extended to show the formation side of the process, where evaluation and elaboration take

Discovery Formation
Insight Elaboration
Preparation
¢ Eureka!
* Deliberate
» * Problem solved \‘ /
« Unintended ¥ Incubation Evaluation
“ o |dea shared
ry
Fy

Figure 5 - Full Opportunity Recognition Process20
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place™.

Many models exist for evaluating a single opportunity. The Timmons et. al.,” model
gives complete list of potential factors to evaluate. These factors are grouped into areas:
Competitive, technological, economic, risks etc...

The areas to evaluate in the market are: the customers, the value proposition, the
market type, the market size, competitive forces, market growth / shrinking rate, pricing and
perceived cost benefit. These areas give an understanding of the overall market and
customer needs. The following confluence of conditions indicates a potentially successful
opportunity: large market, high value proposition, and customers who see the value of the
product or service.

The competitive analysis consists of looking at the competitive forces (if there are
any), what competitive barriers can be erected against the competition (i.e. an intellectual
property barrier), what strategies are in place to overcome the competition, and how much
effort is required to do so.

The technological analysis evaluates existing technologies that support the
opportunity. If the technology does not exist it will take significant time and money to
develop the technology and intellectual property. But if the technology can create IP
barriers against the competition, the opportunity has a greater potential for success. Existing
intellectual property must also be evaluated. If patents currently exist, research will need to
determine if the proposed technology will infringe.

The economic analysis can determine if the product or service can be delivered at a
price customers will pay, while being profitable for the business. Economic analysis will
look at the cost of development, cost of manufacturing, cost of running the business, and

cost of marketing and selling the product or service. All of these factors will determine the
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gross margin and potential return on investment (ROI) for the initial capital required to
setup the business.

The opportunity analysis process focuses on the mitigation of risk, and the exit
strategy of the opportunity. If the opportunity is low risk, and the exit strategy is such that it
provides a large upside potential, the opportunity is generally viewed as favorable.

As previously stated, the Timmons et. al.,” list presents the most thorough list of
factors. For each aspect of the opportunity they describe situations that indicate high
potential and low potential for success of the opportunity. The factors can be found and are
listed in Appendix A. One issue with this list, and current available research is the lack of

documented correlations between specific factors that prove a successful opportunity exists.

2.5 Current Gaps in the Research

Thus far in the literature review, research has been presented on how opportunities
are identified, discovered or created, and models have been presented on how to evaluate a
single opportunity.

An important element of the research that is sparsely discussed is how opportunities
are evaluated against other opportunities. Entrepreneurs have more than one idea when
they are screening new business ventures to launch. The process developed in this paper on
Multiple Opportunity Analysis (MOpA) can increase the probability of the success of the
entrepreneut.

Currently little is know about how entrepreneurs sift through, compare and choose
the opportunity to follow into business. Some entrepreneurs seem to use rough comparison
while others use a subjective process. A major problem that has been identified with

entrepreneurs is that they are sometimes blinded by their assumptions eatly in the process.
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This leads them to pursue a business venture that may not have the highest potential for
success.

The following research and methodology seeks to develop an objective method and
model to evaluate multiple opportunities using a comprehensive set of criteria. Using this
model a set of potential opportunities can be evaluated utilizing indicators of success, failure,

and risks to identify the best opportunity.

3 Methodology

Through the evaluation of current academic research, knowledge of private sector
practitioners, and personal experience, a tool for multiple opportunities analysis (MOpA)
was developed. The tool was iterated and improved several times, through testing on
personal opportunities, the WPI Venture Forum, and the introduction and experimentation
in a formal classroom environment.

Using the MOpA tool consists of three main steps. The first step is the systematic
evaluation of each opportunity to be analyzed. This is done through the Single Opportunity
Questionnaire(SOQ). The outcome of the SOQ) is a series of weighted scores for each
opportunity. The second step of the tool uses the analysis tool to compare the opportunities
using a set of weighted and non-weighted scales. The final part of the tool allows for user
input which adjusts how the opportunities are compared, then identifies the most potentially
successful opportunities (1 - 3 opportunities).

Developing and refining this tool was an iterative process; revisions to the MOpA
tool, were discussed with other entrepreneurs and academic professors. Improvements to
the tool were also incorporated from the feedback of two student oriented experiments,

WPI venture forum members, and entrepreneurs.
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After developing a sound tool, the tool was used to evaluate multiple personal
opportunities. Over 25 personal opportunities were evaluated and analyzed using the
MOPpA tool. The outcome of the MOpA tool was three opportunities. The three were then
evaluated and one opportunity was chosen for further research similar to what would be
required to write a business plan. After performing some additional research, the selected
opportunities' SOQ was examined to make sure all the answers were accurate based on the
additional in-depth research.

As stated in the literature review, the entrepreneurial process consists of identifying
an idea for a new product or service, determining if the idea is a potential business
opportunity, selecting the opportunity, and then forming a business to pursue the
opportunity. This tool addresses the evaluation, analysis, and selection part of the

entrepreneurial process.

3.1 Opportunity Identification, Evaluation and Analysis Process Map

A concept map, as shown in Figure 6, was developed using personal experience and
academic research, on the mental process of identifying, evaluating and using the MOpA
tool. This concept map outlines a four phase process, which can be used to test potential
business ideas (phase 1), determine if they are truly a business opportunity (phase 2),
compare multiple opportunities (phase 3), and develop a business plan (phase 4). Phases 1
and 2 of this process evaluate the potential market, the value proposition, the competition,
risks, and the economics on a limited basis of any opportunity to be analyzed in phase 3.
The research and questions answered in phase 1 and 2 will provide the foundational
knowledge of the opportunity needed to answer the questions in the Single Opportunity
Questionnaire (SOQ) portion of the MOpA tool. Once the MOpA tool is used to select the
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most potentially successful opportunity phase 4 consists of further research and potentially
developing a business plan. This paper will not discuss in detail the process of developing a

business plan.
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Opportunity Identification and Evaluation Process
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Figure 6 — Opportunity Identification, Evaluation and Selection
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3.2 Phase 1- Idea Identification

During the first phase in Figure 6, Idea Identification, three main questions are asked.
What problem does this idea solve? Who benefits from this idea? And is this an important
problem? The first question determines if the idea solves a problem. Ideas that do not solve
a problem are interesting but can lead to a lack of market interest. These interesting ideas
can sometimes be modified to solve problems through an iterative process, shown in the left
hand loop of phase 1. If the idea does solve a problem, it is likely that potential customers
for the product or service exist. Because potential users exist you can now talk with them to
test the idea; this process defines the right hand loop of phase 1 (Value Proposition
Creation). During this loop incremental changes are made to the idea (often suggested by
the potential customer)—adding perceived value. Once the idea has been discussed with a
few potential users, the second and third questions test if someone can benefit from the idea,
and if the idea solves an important problem. If it is unclear that anyone benefits from the
idea, or it does not solve an important problem, it is a good idea to re-investigate at a later
date. If the idea benefits the potential users and is an important problem then the idea can

now enter phase 2 of the preliminary feasibility analysis.

3.3 Phase 2 — Potential Opportunity Recognition

During the second phase in Figure 6, Potential Opportunity Recognition, data is

collected on four main areas of the potential opportunity. These areas are technological
feasibility, economic feasibility, and personal knowledge of the entrepreneur. Again, the data
collected during this phase is the foundation for the SOQ.

The technological feasibility area evaluates if the technology is available to support the

potential opportunity. If the technology is not currently available then the cost associated
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with developing the technology must be determined. The feature set and required time to
build a prototype of the product or service must also be considered.

The economic feasibility area evaluates the cost associated with manufacturing,
marketing, and selling the product or service. This area also investigates the price potential
customers would pay for the product or service. It is important in this area to understand
the cost of producing the product or service vs how much a customer will pay. Is there
enough margin to sustain a business? Is there enough upside potential? What are the
potential risks? What are the competitive forces?

The area of personal knowledge of the entrepreneur determines if the entrepreneur is
qualified to manage a venture of this type as well as identify what personal information and
experiences they can leverage to improve the chance of success. It also evaluates the team
members required for a successful business, as well as the resources required to recruit
consultants and industry experts.

If at this point all of the questions, in phase 1 and 2, can be answered and data
collected, a potential business opportunity exists; an idea exists which solves a specific
customer problem, the market can be identified, the potential customers perceive value in
the idea and believe the product or service fills a need, the technology exists or can be
developed, and the product or service can be delivered at a competitive yet profitable price
for the business.

At the end of phase 2, information has been collected about the opportunity which

starts to answer many of the questions in the MOpA SOQ process.
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3.4 Phase 3 —The Multiple Opportunity Recognition Analysis (MOpA)
Tool

This phase incorporates all of the data collected from each opportunity evaluated
during phase 1 and 2. This is process of collecting data for any number of opportunities
through phase 1 and 2, and then using that data in phase 3 can be seen in Figure 7. The
MOpA Tool developed in this research paper consists of three steps, the Single Opportunity
Questionnaire or SOQ), the Analysis Tool, and the Analysis Tool Adjustable Parameters.
Data from the SOQ is feed into the Analysis Tool, this yields a basic set of results. The tool

can then be tuned using the Adjustable Parameters to achieve the desired outcome.

Opportunity identification and Evaiuation Process Map

1
|
1

I Phase 1 I Phase 1 I I Phase 1 I
7] Idealdentification || || Idealdentification || 0] Idealdentification ||
; Process ; ; Process ; ; Process ;

U]
L
y

L0

i
L0

Phase 3
Multiple Opportunity Recognition Analysis (MOpA) Model & Filter Parameters

Market Feasibility Competitive Feasibility [I}|Sales & Marketing Strategy [ Capital Requirements

E conomic Feasibility Technological Feasibility

Qualified Opportunity

Phase 4

Rough Business
Plan Creation

Figure 7 - Opportunity Identification and Evaluation Process Map
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3.4.1 The MOpA Single Opportunity Questionnaire

The MOpA SOQ was developed by researching and collecting information about
the key factors used to evaluate potential new ventures as well as existing businesses. The
list of factors shown in Figure 8 was generated from the currently available research

(Timmons et al.,””) and industry experts.

o Industry and Market o Competitive Advantage Issues
o Market Structure o Fixed and Variable Costs
o Market Size o Control over Prices
o Growth Rate o Barriers to Entry
o Market Capacity o Sales and Marketing Strategy
o Cost Structure o Types of Competitors
o Technology o Size of Competitors
o IP Available o Marketing Dollars Required
o Maturity Level of o Capital Requirements
Technology o Capital Required
o Cost to Develop o Risks
o Economics o Aspects In Control
o Time to Break Even o Aspects Out of Control
o ROI Potential o Regulatory Issues
o Capital Requirements o The Management Team
o Free Cash Flow o Entrepreneurial Team
Characteristics o Industry and Technical
o Exit Strategy Experience
o Type of Exit o Integrity
o Exit Timeframe o Intellectual Honesty

Figure 8 - Opportunity Factors?3

All of the questions in the MOpA SOQ were developed around these factors and separated
into factor groups: Market Analysis, Competitive Analysis, Technological Analysis,
Economic Analysis, Sales and Marketing Analysis, Capital Requirements, Risks, and Exit
Strategy.

The SOQ step of the MOpA tool is designed to individually evaluate each
opportunity on a systematic scale. To accurately evaluate each opportunity, a scale was

created based on the answers to the SOQ questions. The scale is based on a 0-10 scale.
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Based on the answer to the question the appropriate score is assigned. The score from each
question is cumulated to create the un-weighted score for that opportunity.

Some questions are yes and no questions while others are more complicated. All
answers are quantifiable; there are no open ended questions. When designing the SOQ,
making all the answers quantifiable was sought to help maintain the objective evaluation
aspect of the MOpA tool. It was understood that this type of close ended questioning
would not capture all potential answers, but was vital to maintaining the tool’s objectiveness
and use as an analytical tool. This is also why the answers to many of the questions are
ranges, trying to encapsulate all potential answers. The SOQ questions, answers and

corresponding answer scores can be found in Appendix B — The MOpA SOQ.

3.4.2 MOpA Tool — General Analysis

The MOpA tool is built on the systematic and objective evaluation of each of the
single opportunities. The MOpA Analysis step collects the score from each answer of the
SOQ of each opportunity. Opportunities and question scores are displayed in a matrix
similar to the one shown in Figure 9; each opportunity - Opp(n) along the top Y-axis, and
each question of the SOQ Question(i) along the X-axis. The answer score is the un-

weighted answer for each question.

Opp(1) Opp(2) Opp(3) Opp(4) Opp(5)

Question(1) | Ans. Score Ans. Score  Ans. Score Ans. Score Ans. Score
Question(2) | Ans. Score Ans. Score  Ans. Score Ans. Score Ans. Score
Question(3) | Ans. Score Ans. Score  Ans. Score Ans. Score Ans. Score
Question(4) | Ans. Score Ans. Score  Ans. Score Ans. Score Ans. Score

Question(5) | Ans. Score Ans. Score  Ans. Score Ans. Score Ans. Score
Figure 9 - MOpA SOQ Answer Score Matrix
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The initial individual opportunity score is computed by summing up the un-weighted
score from all of the questions. The research has shown that when evaluating a single
opportunity some factors are more important than others. This lead to the development of
the weighted opportunity score. Each of the questions in the SOQ was given an importance
factor ranging 0-3, (0 having average importance, 3 having high importance). Appendix C
shows the Questions and corresponding importance factor. These factors would eventually
act as a linear multiplier for that questions score in the tool. For example, research has
shown if an opportunity has an intellectual property advantage (i.e. Patent Protection) it will
have a higher chance of success. Thus the question that asks about intellectual property is
given a high level of importance, vs a question such as the level of effort required to build a
prototype which is given an average level of importance. The question about intellectual
property is more important to the potential success of the opportunity where as the question
regarding the number of hours required to build a prototype speaks to the length of time
needed to show a working product.

There are also important correlations between factors that appeared in the research.
For example, if an opportunity has an intellectual property advantage and a quickly growing
market, it should score substantially higher than an opportunity that has scored well in two
non-correlated areas. The ability to reward opportunities with these correlations was built
into the tool by first defining all of the correlations gathered from the research. These
correlations can be found in Appendix D. The Analysis Tool then determined if any of
these correlations exist for each opportunity. If any of the correlations exist, that
opportunity is given an additional score based on the existing correlations. The weighted
score is the multiplied by the correlation score, yielding a final score for each opportunity.

The multiplying of the weighted score with the correlation score acts as a non linear effect to

Management MQP — T] Lynch 26



the positive aspects of the opportunity. Each opportunity is then evaluated based on this
final score. This final score takes into account all aspects of the opportunity, the raw score
data, the weighted score data based on question importance, and the correlations between
questions. The final output of this step in the MOpA is a graph showing the final score of

each opportunity.

3.4.3 MOpA Tool — Adjustable Tool Parameters

The third stage is the adjustable tool parameters. There are two areas to adjust tool
parameters: specific factor category importance, and specific factor category thresholds. The
first area gives the entrepreneur the ability to select factor categories of greater importance
from the main factor areas: marketing, competition, technology, economics, sales and
marketing strategy, capital requirements, risks and exit strategy, more heavily weighting the
selected area greater on each opportunity. The second area consists of the ability to set
thresholds in the tool which can be used to further differentiate the opportunities. These
thresholds determine if an opportunity will be un-successful (given a final score of 0) if
below a certain threshold. The outcome of the adjustable tool parameters stage is graph of
the final score of each opportunity adjusted by the two parameters.

The final scores are also broken down into the major factor categories: market
analysis, competitive analysis, technological analysis, economics, sales and marketing plan,
and capital requirements, risks, and exit strategy. This gives an overall picture of each

opportunity, it’s final score, and the factor areas where it is strong and weak.
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3.5 Testing

The MOpA Tool outlined above was developed through a series of tests. The tool was
tested on personal opportunities, opportunities from entrepreneurs and members of the
WPI Venture Forum, WPI Undergraduate Students, and WPI Graduate Students. The
following results section describes these tests in detail, as well as how the tool changed

through the testing and validation process.
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4 Testing, Validation and Results

As the MOpA tool was being developed it was important that the tool be tested and
validated with a few different sources. The first tests were on personal opportunities. A
testing / development cycle was iterated a number of times until the tool was ready for
external testing. The MOpA tool was then tested by any interested members of the WPI
Venture Forum. The tool was validated by discussions with multiple entrepreneurs
obtaining feedback and insight on the tool. Additional validation was achieved through the
classroom tests. Two Classroom tests were conducted, one with undergraduate students and
the other with graduate students. Finally the tool was used on all personal opportunities of

Thomas J. Lynch IV.
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4.1 Initial Testing — Personal Opportunities

Once the MOpA SOQ questionnaire had been developed, it was important to collect a
set of data from the SOQ that could be used during the development of the analysis portion
of the tool. At this point in time the SOQ was quite basic consisting of 20 questions. The
questionnaire was initially tested on 14 of my personal opportunities. After the data was

collected, the initial analysis was preformed. At this point in time the analysis was quite

Sorted by Raw and Weighted Score
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100 M Score

m Weighted

Su

Figure 10 - Initial Personal Opportunities MOpA Results

basic. At this time the opportunity score was separated into un-weighted and weighted
values. After examining the results of the MOpA tool at this point, it was determined that
the tool was not discriminating enough between opportunities. Figure 10 shows the results
of the initial analysis. Both raw and weighted scores are displayed. At this initial stage the
tool, did show the most potentially successful opportunity but there was not enough

deviation between the 1* place opportunity and the 2™ place opportunity, or understanding
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what differentiated the opportunities. After reviewing the research, significant changes to
the tool were made. Small changes to the SOQ questions and the answers were made; two
significant additional components were added to the analysis. Importance factors on specific
questions and correlations between answers of specific questions were developed into the
analysis tool.

Correlations between SOQ question answers were built into later iterations of the
analysis tool, mirroring successful situations found in the research. These correlations
between the answers of specific questions would increase the score of a specific opportunity.
At this point the tool was becoming more complicated. It was not just a static tool where
weighted or un-weighted scores were accumulated. There were now if - then conditions
being built to the tool (For Example: If the answer to question 3 is A, and the answer to
question 6 is either A or B, then this opportunity is potentially high risk). Correlations were
made for both high risk and high potential situations. A list of all these correlations can be
found in Appendix D.

The first set of adjustable parameters allowed the user of the tool to drive specific
aspects of the analysis as well as adjust how specific conditions in the tool were treated in the
analysis. Parameters were developed to emphasize a specific category of questions in the
questionnaire. The users of the analysis could emphasize the importance of any one of the
8 categories in the questionnaire across the analysis of all the opportunities. The 8 categories
are: Market Analysis, Competitive Analysis, Technological Analysis, Economic Analysis,
Sales and Marketing, Capital Requirements, Risks and Exit Strategy. This ability in the tool
was important because entrepreneurs sometimes want to look at opportunities with a

specific focus in mind. It allowed the user to see the strengths and weaknesses as well as
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other aspects that differentiated the opportunities. This is one aspect of opportunity
evaluation that was observed by talking with other entrepreneurs.

The second set of adjustable parameters allowed the user to control cutoff points in the
tool. In the analysis, each of the opportunity is given a percentage score in the 8 categories.
If the percentage is 100% then that aspect of the opportunity is very favorable, if it is 0% it
is unfavorable. The cutoff allowed the user to set a minimum standard that all opportunity
mass pass in each of the 8 areas. If the opportunity does not meet the cutoff point in one of
the 8 areas, that opportunity is heavily discouraged. Figure 11 shows a chart of the same

opportunities shown in Figure 10, but with the cut off parameters set at 85%.
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Figure 11 - High - Low Cutoff Parameters

Using this cut off parameter allows the user to control some of the variance between
opportunities. It allows the user to visual see a more discerning separation between the

opportunities.
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4.2 Additional Testing — Personal Opportunities

At this point, the tool was re-run on the initial 14 personal opportunities, incorporating
the correlations between parameters and the cutoff parameters. The following graph, Figure

12, shows the opportunities after the analysis.
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Figure 12 - Correlations Combined with Cutoff Parameters

At this point the tool was discriminating enough to start testing on non — personal
opportunities. Again this tool was run with the cut off point at 90%, meaning that if an
opportunity did not score a 90% or higher in each of the 8 factor categories, it’s overall score

was reduced to O.

4.3 Testing with Members of the WPI Venture Forum

The MOpA tool was made available to any member of the WPI Venture Forum, with
the understanding that use of the tool was being offered in exchange for feedback. After

receiving some interest from two groups of individuals the SOQ portion of the MOpA tool
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was presented, and data was collected on a set of opportunities. A basic analysis using the
MOPpA tool was preformed and the results shared with the participants.

The feedback from this testing was incorporated into the MOpA tool. Most of the
feedback was on the specific wording and questions in the questionnaire. Out of the two
groups, one submitted 2 opportunities to be evaluated, and the other submitted 3. In both
cases the MOpA tool was able to determine an opportunity with the highest potential for
success, but due to the limited sample size it was more useful by stimulating conversation
about why one opportunity had a higher score than the other(s). This allowed for
conversation about the strengths and weaknesses of the opportunities in each of the 8 factor
areas. Both groups indicated that it was a useful tool, and helped objectively evaluate

opportunities.

4.4 Classroom Testing — WPI Undergraduate Students

This test took place on a set of students in an undergraduate entrepreneurship class.
The students were learning about opportunity recognition. They were told to come up with
a potential business idea. The students in the class were then put into groups of 6. In their
groups they were tasked with evaluating each group membet’s idea / opportunity and come
to a consensus on one opportunity to more forward and create a feasibility study. The
MOPpA tool was introduced as a tool to help the students compare the 6 opportunities in
each group.

The MOpA tool was tested on 35 opportunities, each student answered the MOpA
questionnaire on their opportunity, in a 1 hour class period, and the data was collected. The
analysis was preformed in two different ways. First all opportunities in the class were

evaluated against each other. Then each group’s opportunities were evaluated separately. A
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sample analysis can be found in Appendix E. After talking with the students some
additional feedback was gathered. The student feedback consisted of some suggested
changes to a few of the questions. They also said that they needed to do some more
research on their idea / opportunity before they could truthfully answer all of the questions
in the SOQ. This turned out to be a major issue with this test. If the students left a
question blank the tool did not have the ability to take that into account.

It was also clear from looking at the analysis, that many of the student idea /
opportunities were in fact only business ideas. The MOpA tool was designed to compare
opportunities. It was clear that when the SOQ was answered based on a business idea rather
than a business opportunity, the MOpA Analysis portion of the tool did not yield accurate
results. For example, market size and perceived customer value were questionnaire areas
sometimes answered inaccurately do to lack of research on a specific business idea. Despite
some of inaccuracies in the answers to the SOQ, the tool did discern specific opportunities
that were of a higher potential for success. The fact that the tool did discern a top rated
opportunity in all but one of the six groups, sparked conversation and further discussion
into why that opportunity may have beaten the other five opportunities. This validated that
the tool had some usefulness in this setting, acting as a starting point for discussion.

It was also clear that the MOpA tool was designed for one entrepreneur to evaluate a
number of opportunities; in this case there were many potential entrepreneurs each
evaluating one idea. This proved to have some complications because each student had their
own set of assumptions and previous experiences that effected how they answered the SOQ.

Overall the students thought using the tool helped them choose the opportunity with

the highest potential for success, but realized that the outcome of the analysis was based on
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the data entered in the questionnaire. They also realized that it was a good tool to help

understand where opportunities are strong and where they are weak.

4.5 Classroom Testing — WPI Graduate Students

This test took place on a set of students in a Graduate MBA class. The students were
learning about business plans, and were tasked with evaluating a few different opportunities
and choosing one to further study. Unlike the previous classroom experiment, these
students each had a few ideas they were comparing.

The tool was presented and explained, like the previous tests the SOQ was given to the
students to fill out on each opportunity they were interested in analyzing. After the
questionnaire was filled out the students submitted the data to me for analysis. An analysis
was preformed for the individuals and the results returned.

Out of the class of 14 students only two returned questionnaire data. When the other
students were asked about why they did not return the questionnaires they said they found
just the exercise of answering the questions in the SOQ enough to discriminate between
their limited number of opportunities. When inquiring further, many said that they realized
the other opportunities they had begun to compare were in fact only ideas. These students
were not introduced to the phase 1 and 2 aspect of opportunity recognition previously.

Feedback from the students on the questionnaire was incorporated into the MOpA SOQ.
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4.6 Results of Personal Opportunity Analysis

After completing a number of test cases and iterations on the MOpA tool, it was time
to compare all of the personal opportunities. The MOpA tool was run on 19 personal
opportunities. Hach opportunity SOQ was filled out and the data was collected. After the
analysis was complete, Figure 13 shows a graph of the results. Cleary opportunities 16, 8

and 18 have the highest potential for success.
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Figure 13 - Final Personal Opportunity Analysis
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After the analysis was complete, three opportunities were identified. Opportunity 16 a
personal wireless voting system, opportunity 8 a construction layout robot, and opportunity
18 a wireless home camera. At this point one opportunity was to be chosen for further
research and the development for the potential business plan, phase 4 in Figure 6.
Additional research was done on each opportunity, validating the answers to each

opportunities MOpA questionnaire.
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Figure 14 - Opportunities by Questionnaire Category

Figure 14 shows the top 5 opportunities broken down into factor category. This was
used to help further identify the opportunity to be chosen. After looking at the data, it was
concluded that opportunity 8 the construction robot would be chosen because of it’s
strengths in the most categories. It was a more uniformly strong opportunity than the other
two (16 and 18). At this point some additional research was conducted which could later be

used in writing a business plan.
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4.7 Conversation with Entrepreneur Greg Erman

Professors Banks and Schaufeld advised me that entrepreneur Greg Erman uses a
very detailed process for evaluating multiple potential business opportunities. Greg had
presented in the past about a method he used for screening 40+ opportunities before
picking one to follow into business. I contacted Greg, interested in learning more about his
process and spoke with him over the phone. When I talked with Greg, I had already run the
MOPpA tool on my personal opportunities and selected the Construction Layout Robot to
research further. Greg informed me that he in fact uses a continual process. Always
evaluating not only new potential businesses but business decisions as well. He stated that
his currently uses a mental process, as opposed to a written or electronic tool or model. At
first he took notes about each opportunity, evaluating market, competition, technology, and
exit strategy. After going through this process enough times he was able to perform it
mentally. He also said that he uses this process to try and determine the key factors in each
opportunity. He said that every opportunity has something that is driving the opportunity, if
you can figure out what that major factor is, you will have a better understanding what will
make the opportunity potentially successful. Conversely, every opportunity has something
that will adversely affect the opportunities' success. He says he tries to use his mental
process to determine both the positive and negative factor/s. Understanding these factors
he makes a determination of the upside potential of the business opportunity.

Greg also stressed the importance of determining the need for the product or service
the business is offering. He stated that it is extremely important to talk with potential users.
By talking with the right people, at the beginning, he said he gets a very good understanding
of the customer need. If the customer need exists, and he can see intellectual property that

can be mapped to fulfilling the customer need, the business has a potential for success.
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After speaking with Greg, it was apparent that his mental process and my tool have
many things in common. Both processes are evaluating the same set of aspects for each
potential opportunity. I found that his mental process and my SOQ were asking many of
the same questions. I found it interesting that Gregg is able to execute his process in real-
time, and that he uses it for many of the business related decisions he makes. I was happy to
see that his process has been successful for him in the past. I believe that the similarities to
his process and my SOQ help to validate my MOpA tool. He was excited to see that
someone has developed a electronic tool that is very similar to his process; providing

entrepreneurs with objective opportunity evaluation.
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5 Conclusions

The MOpA tool is an important tool because many entrepreneurs have biased methods
of evaluating opportunities. As previously stated many entrepreneurs can be too emotionally
connected to their opportunities to objectively evaluate the chance of success. The MOpA
tool is an attempt to develop a unified, non-biased process for objectively evaluating
multiple opportunities. It is important to realize that a preliminary feasibility study, and
MOpA SOQ must be completed before subjecting an opportunity to the MOpA tool, and
that the MOpA SOQ should only be conducted on true business opportunities. Failing to
complete these two steps will not result in correct opportunity analysis information. The
preliminary feasibility study will allow the entrepreneur to have enough background
knowledge about the opportunity to answer the SOQ questions accurately. This was proven
in the undergraduate student test of the MOpA tool.

It is also important to realize that the tool is only as good as the data in the
questionnaire, inaccuracies in the SOQ answers translate to inaccurate analysis. But the
undergraduate classroom experiment indicated that the tool gives some direction which to
stimulate conversation, despite the quality of the answers in the SOQ. If enough basic
research is conducted before answering the SOQ), the tool will provide accurate opportunity
analysis.

After the construction layout robot opportunity was selected, further research was
conducted. This additional research was compared with the construction layout SOQ), to
make sure that the answers were answered accurately. This validated the strength of this
opportunity in the analysis. If it was found that SOQ questions were answered incorrectly
before performing the analysis the outcome could be substantially different. For example, if

the market size was incorrectly represented in the construction layout robot SOQ), that
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opportunity may not have been a front runner in the MOpA Analysis. In a perfect world the
level of research needed to write a business plan would be conducted on every opportunity.
But the immense level of effort required to do so would circumvent the entrepreneurial
process and by the time you had determined the most potentially successful opportunity that
opportunity could have realized by another party. This MOpA Tool captures the balance of
in-depth research to forward progress that I believe this is necessary to objectively evaluate
personal entrepreneurial business opportunities.

Additional validation could be conducted to further enhance the correlations between
factors in the MOpA tool and test how entrepreneurs perceived their successful ventures
(through the MOpA tool) before choosing to pursue them. Further research into successful
companies started by entrepreneurs and how they perceived their opportunity, at the time of
inception, could be completed using the MOpA tool to further validate and strengthen the
algorithms used to determine potentially successful opportunities. To explicitly prove the
MOPpA tool, businesses evaluated and chosen with the tool would have to be examined years
after their formation to determine the outcome of the business and compare the initial SOQ
of the opportunity compared to an SOQ conducted in the future once the business was up
and running.

Developing the MOpA tool was an enlightening experience. The opportunities I felt
were the most potentially successful, before building the MOpA tool, were not the ones that
the tool dictated. This is why the MOpA tool for entrepreneurs is so important. It
eliminates oversights made by entrepreneurs, usually because they are emotionally connected
to the opportunity. I believe that this tool truly allowed me to determine the most

potentially successful opportunity across a number of options.
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6 Appendix A - Opportunity Evaluation Factors

Market Analysis

Competitive Analysis
Technological Analysis
Economic Analysis

Sales and Marketing Analysis
Capital Requirements

Risks

Exit Strategy
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7 Appendix B - SOQ Questions and Answers

Questions:

Market Analysis

1. How would you rate the perceived customer value of this product or service?

A. Strong
B. Average
C. Weak

2. Can you identify a specific need or problem that your product or service solves?

A. Yes

B. No

3. Who is this an important problem to?
] A. Everyone in the World
B.  Only Potential Customers

C. Not Very Important to Most People

4. Who are the potential customers?
] A. Every Person
The Average Person

B
C. A Select Specific Group
D

Very Few

5. What would the customers being willing to pay for this product or service? (Use a range if unsure of exact amount)

O Enter Dollar Amount in Adjacent Column

6. How large is the market for this product or service, in dollars?
] A. 1 Billion or More

B. 100 Million — 1 Billion

C. 1 Million — 100 Million
D. 100 Thousand — 1 Million
E

Less than 100 Thousand

7. What is the market’s current direction?
A. Growing

B. Stable
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I_I C. Shrinking

8. What is the type of market for this opportunity?

A. Niche Market
B. General Market

C. Large Broad Market

9. What is your product’s lifespan?
] A. Multiple Years
B. Months
C.  One-Time Use
D

Not Applicable

10. Does your service allow for repeat business with the same customer?
A. Yes
B. No

C. Not Applicable

11. Is there an opportunity for a family of products or services around the initial concept?
A. Yes

B. No

12. Are there currently any similar products or services available in this market?
A. Yes

B. No

13. For potential customers, what is the alternative to using your product or service?
] A. No Alternative
B. Using Inferior Product or Service

C.  Similar Product

14. If there is an alternative, does your product or service have a distinct advantage?
A. Yes
B. No

C. Not Applicable

15. How long will the window of opportunity be open to capitalize on this product or service?

I:I A. Multiple Years
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B. 6 Months -1 Year
C. 1 Month — 6 Months

D. Days

Competitive Analysis:

16. Can you identify the competitive forces on your product or service?
A. Yes
B. No
17. What size companies are the competitors? (Choose any that apply)
] A. Large Established Companies
| B. Medium Sized Companies
| C.  Small Companies
] D. Other Start-ups
] E. Not Applicable
18. What type of competitive advantage does the competition have?
] A. Large Advantage
| B. Medium Advantage
] C. Small Advantage
] D. Not Applicable
19. Do you have a strategy to overcome their competitive advantage?
] A. Yes
| B. No
] C. Not Applicable
20. How hard is it to overcome their competitive advantage?
] A Had
| B. Moderate
| C. Easy
] D. Not Applicable
21. How big is your competitive advantage?
] A. Large
| B. Medium
| ¢ smal
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I_I D. Not Applicable

22. What is your lead time to market over the competition, or potential competition, for your specific product or service?
A. Years

B. 6-12 Months

C. 1-6 Months

D

None

23. Can you create competitive barriers?
A. Yes

B. No

Technological Analysis:
24. Does this product or service involve the use of technology?
A. Yes

B. No

25. Is the technology readily available to implement the product or service?
] A. Yes
B. No

C. Not Applicable

26. How mature is the technology for the product or service? (Choose any that Apply)

A. Underdeveloped or Research Stage
] B. New and Emerging
| C. Stable
| D. EndofLife
] E. Not Applicable

27. Is there an intellectual property advantage?
A. Yes

B. No

28. What is the source of the technology? (Choose any that Apply)
A. In-House Developed
B. Licensed

C. Outsourced
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D. Answers A, B, C, and D

E. Not Applicable

29. If developed in-house, is the technology patentable?
A. Yes
B. No

C. Not Applicable

30. What is the level of effort required to build a working prototype?
A. Large (500+ Hours)
B. Medium (100+ Hours)

C. Small (<100 Hours)

31. What is the estimated development investment required to reach prototype stage?

O Enter Dollar Amount in Adjacent Column

32. Can the technology be licensed to others?
] A. Yes
B. No

C. Not Applicable

33. Can the technology be used in a totally different non-obvious market?
A. Yes
B. No

C. Not Applicable

Economic Analysis:
34. What is the estimated range of production cost per unit of product or service?
A. High Cost (>$1000)
B. Medium Cost ($100 — $1000)

C. Low Cost (<$100)

35. What is the exact per unit production cost?

O Enter Dollar Amount in Adjacent Column

36. How complicated is the business process for making money?

|:| A. Complicated Process
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B.

C.

Average Process

Simple Process

A.

m o 0w

37. What is the revenue model? (Choose any that Apply)

One Time Use

Service Revenue Only
Reoccurring

One Time + Service Revenue

Reoccurring + Service Revenue

38. Is there a potential for re-occurring revenue?

A.

B
C.
D

Yes, from physical products and services
Yes, from services only
Yes, from physical products only

No

A.

B.

C.

39. What is the gross margin?

High Margin (>%75)
Medium Margin (%50 - %75)

Low Margin (<%50)

A.

B
C.
D

40. What is the first year revenue projection?

Above 10 Million
1 - 10 Million
100k — 1 Million

Under 100k

A.

m o 0w

41. What is the three year revenue projection?

Above 100 Million
50 — 100 Million
20 — 50 Million

1 — 20 Million

Under 1 Million

Sales and Marketing Analysis:

42. What is the business presence?

DAA

Brick and Mortar Store
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B. Brick and Mortar w/ Online Store
C. Online

D. Warehouse and Distribution

43. How is the product or service sold? (Choose any that Apply)
A. Direct Sales

B. Channel Sales

C.  Use of Sales Force in the Field

D

Tele-Sales

44. What is the sales timeline, how long does it take to make a sale?
A. Long (Multi-Year)

B. Medium (6 — 12 Months)

C. Short (1 - 6 Months)
D

Immediate

45. What is the estimated cost of marketing?
A. High Cost ($100,000 +)
B. Medium Cost ( $10k — $100k)

C. Small Cost (Under $10K)

46. How many barriers to market entry exist?
A. Many Barriers
B. 1-3 Barriers

C. None

Capital Requirements:

47. How much investment is required in the first year?
] A. Large Investment ($10+ Million)
B. Average ($1 — $10 Million)

C. Small ($100,000 — $1 Million)
D

Extremely Small (< $100,000)

48. How long will it take to become profitable?
A. 3+ Years
B. 1-3Years

C. Lessthana Year
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49. What percentage of initial capital required is going to be used for sales and marketing?

O Enter Percentage Amount in Adjacent Column

50. What percentage of initial capital required is going to be used for research and development?

O Enter Percentage Amount in Adjacent Column

51. What percentage of initial capital required is going to be used for general business administration?

O Enter Percentage Amount in Adjacent Column

Risks:
52. Does your product or service require regulatory compliance?

A. Yes

B. No

53. Do you have a strategy to overcome the compliance risks?
A. Yes
B. No

C. Not Applicable

54. Is your product or service at the risk of “acts of god”?
A. Yes

B. No

55. Do you have a strategy to mitigate risk factors substantially out of your control?

A. Yes

B. No

56. Is there a risk of aging consumers?
A. Yes

B. No

57. Do you have a strategy to address a shrinking market?
A. Yes
B. No

C. Not Applicable
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58. Does your product or service depend on a highly volatile resource?

A. Yes

B. No

59. Do you have a strategy to control costs?

A. Yes
] B. No
Exit Strategy:

60. What is the exit strategy of this business?
A. Sell Business
B. License Business

C. Run Business as Lifestyle Business
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8 Appendix C - SOQ Questions and Corresponding Importance Factors

Question Weight Question Weight
1 3 31 0
2 2 32 3
3 3 33 0
4 3 34 0
5 0 35 2
6 3 36 0
7 3 37 3
8 1 38 3
9 1 39 0
10 3 40 0
11 0 41 0
12 3 42 0
13 3 43 2
14 0 44 3
15 1 45 0
16 3 46 3
17 0 47 3
18 0 48 0
19 0 49 0
20 0 50 0
21 2 51 3
22 3 52 0
23 3 53 3
24 0 54 0
25 2 55 0
26 3 56 0
27 0 57 3
28 3 58 0
29 0 59 0
30 0
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9 Appendix D - SOQ Question Correlations

Number Correlations

Jany

If Q3.=Aand Q. 6. = A or B -> High Risk Opportunity

If Q3.=Aand Q16. = A or B -> High Risk Opportunity

If Q9.=Aand Q36.=Cor E ->High Potential Opportunity

If Q 10. = A and Q 28. = A -> High Potential Opportunity
IfQ11.=Band Q12.=A ->Q16.-Q20. Should Be Highest Value
If Q12.=A->Q16.-Q 20. Should Be Highest Value

If Q12. =Aand Q13. =C ->Q 13. Should Be Highest Value
IfQ11.=Band Q12.=A ->Q 15 Should Be Highest Value

O 00 N O U B~ W N

If Q 27. = A and Q 28. =A -> Might be Patentable Technology In Opportunity

=
o

If Q 28. = A and Q 32. = A -> Might have a technology that can be applied to other markets

Jany
[N

If Q41. = A->Q44. Should be Values A or B

[y
N

If Q 43. =B or C->Q 44. Should be Value A or B

Jany
w

If Q 16. = A or B -> Q 45. Should be Value A
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10 Appendix E - Sample WPI Undergraduate Class Group Analysis Output

Sales and Marketing

Capitai

Opportunity 1 2 4 14 15 23
Market 72% 53% 79% 41% 48% 74%
Competitive 14% 44% 50% 13% 50% 53%
Technological 1% 51% 28% 38% 42% 71%
Economic 61% 56% 47% 48% 28% 69%
Sales and Marketing 52% 84% 78% 35% 81% 52%
Capital 22% 51% 87% 22% 51% 72%
Risks 89% 89% 34% 10% 37% 91%
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