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Lesson 2:  Opportunity Recognition
INTRODUCTION
Lesson 2 introduces the process of recognizing possible business opportunities.  For technology business planning, entrepreneurial opportunities can be created by changes and advances in scientific and technological knowledge.   This lesson covers recognition of opportunities; Lesson 3 will cover evaluation of opportunities.  

	

	Required Textbook Readings
	Read the following: 

· Online Lesson Material

	Multimedia Resources
	Review the following: 

· “The Disrupters 2013: The Entrepreneurs Who Are Changing Their Industries”
· “Entrepreneurs Recognize and Pursue Opportunity, Even in the Toughest Markets”
· Entrepreneurial Opportunities (6:01)

· Teaching Creativity and Entrepreneurship (2:46)

· Steve Blank on Hubris, Passion and What it Really Takes to Be a Great Entrepreneur (6:43)
 

	Required Assignments
	Complete the following: 

· Case Study Essays


CHECK PRIOR KNOWLEDGE
How much do you know already about the concepts you will cover in this lesson?  The following questions will focus your attention on the information in the lesson. Answering these questions will prepare you for the lesson instruction. You are strongly encouraged to complete this section, although you are not required to submit the responses to your instructor. 

· What is the business opportunity recognition process?

· How can you conduct a search to identify opportunities?

· What categories can be applied to opportunities?

· What are trends, convergences, and discontinuities? How do they relate to recognition or creation of opportunity?

FOCUSING YOUR LEARNING
Official Course Competencies

· Describe and review the business opportunity recognition process to identify advances in scientific and technological knowledge as potential business propositions.
	Lesson Objectives 

By the end of this lesson, you should be able to:

1. Describe and explain types and categories of opportunities.

2. Review and apply trends, convergences, and discontinuities.



INSTRUCTION 

Business Opportunity Identification Process

The first responsibility of the entrepreneur is to identify and select an opportunity. Opportunity is a favorable set of circumstances that provide a good chance for a successful, and ultimately profitable, venture.  Opportunity identification is essentially a creative process.  This process relates to a market need and finding or developing the means and methods that will fill the need.  

The entrepreneur adds value to the opportunity by creating a response.  In many cases, the opportunity and a general response are not unique.  Many may recognize the opportunity, but few will possess the relevant passion or capability to solve the problem.  

Good opportunities are likely disguised, so most people do not easily recognize them.  Opportunities may open up because customer needs change, or due to a problem that must have a solution.  HIV or AIDS is one example of a problem (disease) that must have a solution to mitigate (or cure) the effects of the disease.  Opportunities can also occur if an entrepreneur is in the right time and place or has experience or employment background with the problem.  Cisco Systems is an example of a “right time, right place” opportunity: In 1984, founders Sandra Learner and Leonard Bosack discovered a way to have a router transmit data when companies needed to have different computers communicate with each other.  See “Cisco Systems Co-Founders Leonard Bosack and Sandy Lerner Honored” for additional information.
The opportunity that arises from discovery of a capability or resource that can be applied to a problem is specific to technology entrepreneurship.  These discoveries are typically advances in scientific or technical knowledge, such as HDTV in consumer electronics or stem cells in biotechnology.  The technology entrepreneur sees the technological idea and the problem it solves or the market need filled, as an opportunity for creating a new business.  

In general, three approaches can be used in the search process to identify opportunities.  These are:
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· Brainstorm many concepts or ideas for a venture, then narrow down the ideas and select a few concepts of interest to pursue.
· Identify and research businesses or growth areas that have high demand or potential need.
· Identify a new idea for new product, service, or technology and look for a market or problem that is solved by the product.  

The first two approaches are market driven; there are customers or potential customers for the concept.  The third is product driven and will need to locate customers who want what the product offers. 

All three approaches can be used in technology entrepreneurship.  The first approach may involve reviewing new scientific knowledge or discoveries and then determining if the idea has potential for commercialization.  The entrepreneur is looking at breakthroughs in scientific knowledge and attempting to determine what products or services could be developed. For example, the classic discovery of the DNA double helix molecule structure was made by Watson and Crick in 1953, and led to the Human Genome Project in 1990 that mapped all 20,000 to25,000 genes of the human genome.  Entrepreneurs are now offering low-cost DNA sequencing tests that can tell you about your ancestry, and according to Low Cost DNA Testing, business ventures may begin offering home test kits within 10 years. 

The second approach is starting with a consumer need or demand, which is many times unmet or even unknown, and then finding a scientific or technological solution. According to “Frederick W. Smith of Federal Express: He Didn’t Get There Overnight,” Federal Express started with the premise that business customers did not know they had a need for package delivery service with guaranteed next-day delivery. As a result, Federal Express educated the market about why customers needed this type of delivery service.

Watch the video FedEx Commercial (0:58)  It shows the company’s strategy. 
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The third approach is first creating a new product or service, often without market research on needs; however, entrepreneurs must be cautious.  Customers seldom articulate needs they don't know they have.  Customers want a solution to their problems, and not a new product created just for the sake of technology.  The Apple Newton was such a product in search of a market-driven need as explained in Newton MessagePad. The Newton, introduced in 1993, was a large bulky PDA that did not function effectively and was dismissed as a techy toy and one of the “Top 25 Biggest Product Flops of All Times.” Although the Newton was dropped by Apple in 1998, it laid the groundwork for more market-driven products like the Blackberry and iPhone.

Categories and Characteristics of Opportunities 

Good opportunities for entrepreneurs will have the following characteristics:
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· Timely ‒ the idea identified is a current need or problem.
· Solvable ‒ the problem can be solved with accessible resources and within reasonable time and economic constraints.
· Important ‒  customers think the problem or need is important.
· Profitable ‒ customers will pay for the solution and make the venture profitable.
· Context ‒ a favorable or receptive regulatory, industry, and social situation is available.
	For Example

Look at hybrid and electric automobiles.  It could be argued that hybrids and electrics meet the characteristics of timeliness and importance, as more car buyers want environmentally-friendly product options that contribute to sustainability.  However, the hybrid and electric technology is still fairly new and costly. Also the  driving range for electric cars is limited, as  a significant national infrastructure is not in place to support these types of vehicles.  The opportunities involving hybrid and electric cars do not yet meet the definition of solvable, profitable, and context characteristics.  

So far, not all major automotive manufacturers are creating hybrids or electrics, which means the characteristics of a favorable opportunity are not yet present.   Some, such as Toyota, deemed it important to be first to market with the Prius.  The Prius was initially costly compared to gas-powered vehicles, and some owners experienced quality issues as reported by CarComplaints Web site. Other manufacturers such as General Motors and Chrysler have taken a wait-and-see approach, with General Motors’ Chevy division only recently introducing the Volt in 2011.  According to “Tesla, Fast Charging and Why It’s Getting Inconvenient for Future EV Drivers,” electric cars in general, such as the Telsa S and Nissan Leaf have suffered from poor context.  Both require a public electric charging station infrastructure which is not yet widely available.




T.A. McCann is recognized as a Startup Founder, CEO and winner of the America’s Cup. Consider the questions and the process he follows to identify opportunity. Watch Khan Academy’s Inteviews with Entrepreneurs segment featuring T.A. McCann, Translating from Ideas to Execution (3:35) to learn about the specific details of taking an idea and filtering it through a process needed for execution.  
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	Think about…

Now that you have watched the video on how T.A. McCann started with an idea and how he moved forward to execute it. T.A. asked himself the following questions in order to take his idea to the next level.

What should it do?

Who is it for?

Is it valuable?

T.A. runs his ideas through a construct. Why do you think this is important?

For further learning, read “How Entreprenurs Identify New Opportunities”. 


There are several categories to consider that can be used to identify opportunties. For example:

· Improving the value of a product

· Utilizing technology to widen market reach

· Streamlining customer experience

· Strengthening supply chain relationships

· Individualizing consumer products
Entreprenuer Magazine has identified the Top 30 Startups to Watch. View the slideshow and review the three segments provided: What is it, How it started, and Why it’s a winner. Think about the opportunities these entreprenuers have captured and why each business is recognized as a winner.  

Trends, Convergences, and Discontinuities 


Other areas of possible entrepreneurial opportunities are trends, convergences, and discontinuities. Trends can be social, cultural, lifestyle, or technological, and they are generally long-lasting changes in behavior or a general direction in which something is developing or changing.  The civil rights movement in the United States is an example of a long-term trend towards a more meritocratic society. Many times, trends affect the context characteristic of entrepreneurial opportunities.

Examples of social and cultural trends that may create opportunities include the aging of baby-boom generations, increasing diversity of the United States population through immigration, and the changing role of women and two income families.  Lifestyle opportunity trends include expanded definitions of families and sexual preferences, and increased recognition of same-sex relationships. Technology trend opportunities will be in biotechnology, influence of media (Internet, television), globalization of business, medicine and pharmacology, and nanotechnology. 

Trends may also create counter-trends that are entrepreneurial opportunities.  As explained in “What Is Corporate Farming?” the trend in United States farming had been consolidation into large-scale corporate farms and increased production of highly processed prepackaged foods.  This trend launched a counter-trend into market-driven consumer demand for organic foods, meats from free-range sources, farmers markets in urban areas, community gardens, and home-grown or family farm products.  One entrepreneur found a demand for rare chicken breeds as more people want chickens for pets and home raised eggs.   Read “Order Your Chicken Rare: Nearly Lost Breeds Make a Comeback” for more information.

Convergences were previously referenced as a category of opportunity, but have increased importance for technology entrepreneurship. Many technologies or industries once thought of as separate are now coming together or merging; creating new market needs and opportunities. Satellite imaging and data merged with hand-held computers to create GPS tracking devices.  Merging computers and communications created the networking market. The blending of separate devices has created the multifunction smartphones and tablets.  The creation of voice-over-Internet-protocols spawned ventures like Skype, which is  a further blending of voice and data networks, and low cost cameras.  Read “How VoIP Works” for more information on this technology. 

Possible future convergences that may generate significant opportunities will be combinations of fields such as medicine and technology. Medical surgery automation systems are already in use as shown in The da Vinci Surgical System and may lead to fully autonomous surgery robots as seen in science fiction movies such as Star Trek and Prometheus. As explained in “Ingestible Thermometer Pill Helps Athletes Beat the Heat,” you can already take your body temperature with a thermometer that you swallow.  In fact, entrepreneurs may create a whole range of injectable or insertable biosensors.  Other convergences with technology may occur in areas such as the life sciences and renewable energy.

Economist Joseph Schumpeter proposed an economics outcome-based definition of entrepreneurship and is recognized as the author of the concept of creative destruction.   For details about how Schumpeter described an entrepreneur and his theory of creative destruction read Introducing Entrepreneurship section: The father of "Creative Destruction".  
Schumpter identified five categories that are considered to create innovation. To learn more watch Lynne Kiesling’s, a Northwestern University Distinguished Senior Lecturer (Department of Economics), presentation, Joseph Schumpeter: Economic Growth and Creative Destruction  (9:08)  
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While similar definitions were previously used in the approaches or categories of opportunities, discontinuities have become associated with disruptive technologies or disruptive innovations that help create new markets or value networks.  As noted in “Clayton Christensen’s Value Network Summary,”  Harvard Professor Clayton Christensen , who was first to use the description of disruptive innovation, noted these new markets and value networks eventually go on to disrupt an existing market and value network (over a few years or decades), displacing an earlier technology. 
	 [image: image8.jpg]



	Recommended Reading

The Inventor’s Dilemma by Clayton M. Christensen



Discontinuities permit entire industries and markets to emerge, transform, or disappear. As an example, the automobile was a revolutionary technological innovation, but it was not a disruptive innovation. Early automobiles were luxury items, only affordable by the wealthy, but they did not disrupt the existing market for horse-drawn vehicles. The market for transportation essentially remained intact until the debut of the lower priced Ford Model T in 1908.  The mass-produced automobile was a disruptive innovation, because it changed the transportation market. The automobile, by itself, was not.  Industries creating discontinuous innovations often generate additional opportunities for organizations in tangential industries.  The Model T not only disrupted the transportation market, but replaced the transportation infrastructure of horse stables and blacksmiths with filling stations and automotive technicians.  Likewise, the microwave oven generated opportunities in both the food and packaging industries.
SUMMARY
In this lesson you have covered the business opportunity recognition process to identify potential business propositions. Characteristics and categories of opportunities have been identified and described.  Trends, convergences, and discontinuities have been reviewed as possible areas of venture opportunities.
ASSIGNMENTS
Graded Assignments
The following is a required assignment for this lesson.

1.  Complete the Lesson 2 Case Study Essays worth 50 points each.
� � HYPERLINK "http://www.youtube.com/watch?v=31yxkSIIn9A" �http://www.youtube.com/watch?v=31yxkSIIn9A�





Embed code is:





<iframe width="640" height="480" src="//www.youtube.com/embed/31yxkSIIn9A?rel=0" frameborder="0" allowfullscreen></iframe>


�� HYPERLINK "https://www.khanacademy.org/economics-finance-domain/entrepreneurship2/interviews-entrepreneurs/ta-mccann/v/kauffman-ta-mccann2\\" �https://www.khanacademy.org/economics-finance-domain/entrepreneurship2/interviews-entrepreneurs/ta-mccann/v/kauffman-ta-mccann2\�





Embed code is:





<a style="color: #111; font-family: helvetica;" target="_blank" href="http://www.khanacademy.org/video/kauffman-ta-mccann2?utm_campaign=embed">


    <b>T.A. McCann - Translating from ideas to execution</b>: 


</a><br/>


<iframe frameborder="0" scrolling="no" width="560" height="355" src="http://www.khanacademy.org/embed_video?v=b9XDyXiJD7U" allowfullscreen webkitallowfullscreen mozallowfullscreen></iframe>








� � HYPERLINK "http://vimeo.com/75421736" �http://vimeo.com/75421736�





Embed code is:





<iframe src="//player.vimeo.com/video/75421736" width="500" height="281" frameborder="0" webkitallowfullscreen mozallowfullscreen allowfullscreen></iframe> <p><a href="http://vimeo.com/75421736">Joseph Schumpeter: Economic Growth and Creative Destruction</a> from <a href="http://vimeo.com/user18219794">Lynne Kiesling</a> on <a href="https://vimeo.com">Vimeo</a>.</p>
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