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Learning Objectives (1/2)
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Idea Assessment
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Describe the process of
conducting an idea
assessment.
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Feasibility Analysis
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Explain the elements of
a feasibility analysis.
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Macro Environment
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Describe the six forces
in the macro environment
of an industry.
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Competitive Environment
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Understand how Porter's
Five Forces Model assesses
the competitive environment.
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Describe the various
methods of conducting
primary and secondary

market research.
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Understand the four
major elements of a
financial feasibility
analysis.
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Describe the process
of assessing
entrepreneur
feasibility.
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Describe the nine
elements of a
business model.
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New Business Planning Process | éaaall Jloclll huhai daulac

Business ideas
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Conducting an idea assessment
ay ~N
Conducting a feasibility analysis —
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Developing a business model
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Crafting a business plan
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Creating a strategic plan
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Launching the business
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Objective 1 — every venture starts as an idea; here we test
the idea before spending onit.

Idea assessment: The process of examining a particular
need in the market, developing a solution for that need,
and determining the entrepreneur’s ability to successfully
turn the idea into a business.
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Idea sketch pad =
» effective tool used to help assess ideas

* It helps entrepreneurs assess ideas in a relatively
short period of time

Use an idea sketch pad to ask key questions about:

1. Customers

2. Offering

3. Value proposition
4. Core competencies
5. People
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1. Customers

= Start with a group of customers who have a clear

nee

need that no business is currently addressing, or it

d that is not being addressed: this may be a

may be a need that no business is fully or
adequately meeting for these customers.

= The

entrepreneur assesses the customers by

answering basic questions about the potential
users of the product or service and the potential
buyers if they are different than the users.

1.

2.
3.

Specifically who would be the users of the
offering?

How would they use the offering?
How many potential customers are there?
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2. Offering.

Describe your idea for a product or service to offer

The Product and Service Offerings

Sloasdly Cilxiiall yo e

the customers. Are you offering a product, a service,

an experience, or a combination of one or more of

Pricing Information o-——\ \ I—\

S
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these? What are its key features? Describe it in detail
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A description of

and sketch out an image of it if you can. your products

and services
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Sales and marketing
information
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3. Value proposition.

Explain why your product or service will be important to the customers.

= Why would your offering be valuable to the user and/or buyer?

How does it address the need these customers currently have that is not being met?
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4. Core competencies.

Does your offering include any technologies or unique features that will help differentiate it from competitors?

Is it based on intellectual property that you can protect?
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5. People.

» |dentify the key people on the team who will launch this business.

* Who are the founding entrepreneurs of this venture?

= Do they have the skills and knowledge needed to successfully turn the idea into a start-up venture?

= Can they attract key team members who will fill in any gaps in knowledge, skills, and experience?
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1.

\_

2
3.
4

An analysis of the viability of a business idea that includes four

interrelated components:

An industry and market analysis
The product or service analysis
A financial analysis

An entrepreneur analysis
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Before any money is spent, a feasibility analysis asks one practical question: is this idea a viable

foundation for a successful business?

Feasibility study addresses the question: “Should we proceed with this business idea?”
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» The first step in assessing industry attractiveness is to paint
picture of the industry in broad strokes, assessing it from
“macro” level.

Macro EnV|ronment
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Forces

due to changes taking place in that industry.
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= How large is the industry?

= How fastis it growing?

= |s the industry as a whole profitable?

= |s the industry characterized by high profit margins or razor-
thin margins?

= How essential are its products or services to customers?

» What trends are shaping the industry’s future?

=  What threats does the industry face?

=  What opportunities does the industry face?

= How crowded is the industry?

= How intense is the level of competition in the industry?

\ = |s the industry young, mature, or somewhere in between?
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Most new opportunities come from change, so start
wide: assess industry attractiveness through six macro
forces: a g R
@ % Demographic i Ecological @
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Five forces interact with one another to
the which

the

determine setting in

companies compete and, hence,

attractiveness of the industry:

Rivalry Among
Existing Competitors

O pudli)
Laslall S il

1. Rivalry among companies in the
industry

Bargaining power of suppliers
Bargaining power of buyers

Threat of new entrants

un & W N

Threat of substitute products or

services

\_

Threat of
9 New Entrants
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Threat of
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Bargaining Power
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= Strongest of the five forces wwaill ggall ggdl =
» Industry is more attractive when: :Loaic dauila fiSi acluall (jgsi .
. Number of competitors is large, or, at the pen Al aphll e gl gus Juudlioll aac .
other extreme, quite small |32
. Competitors are not similar in size or gl a2all a Jrgibitio lguwl Jgualiall .
capacity ) anliidl aglhll
. Industry is growing fast dcruu godi dcliall .
. Opportunity to sell a differentiated product djilaio doad gl aiio gul diapa angi .
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Juajgell audglaill gall

» The greater the leverage of suppliers, the less

attractive the industry.
* Industry is more attractive when:
» Many suppliers sell a commodity product
» Substitutes are available
= Switching costs are low

» ltems account for a small portion of the cost

of finished products
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= Buyers’ influence is high when number of customers cllaeoll aac gy Loaic [2dipa (ufuiall pili jgsy =
is small and cost of switching to a competitor’s wualio qile Ll Jgaill dalsi (gsig e
product is low. Auaoiniao
= Industry is more attractive when: :Loaic auil fAsi acliall (jgsi =
= Customers’ switching costs are high daeaijo cllaell Jiai caulsi =
= Number of buyers is large ruS (pruall sac =
= Customers want differentiated products Ojlaio cilniie ygaip cllacll =
= Customers find it difficult to collect information Glogloall gon ;o digen cllaollany =
for comparing suppliers “ HAgall dijléal
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Threat of New Entrants
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= The larger the pool of potential new entrants, the

less attractive an industry is.

Industry is more attractive to new entrants when:

Advantages of economies of scale are absent
Capital requirements to enter are low

Cost advantages are not related to company

size
Buyers are not loyal to existing brands

Government does not restrict the entrance of

new companies
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Threat of Substitutes | aliadl alaiiall aiagi

A substitute is a different product or service that

satisfies the same customer need.

Substitutes can reshape a whole industry —
streaming replaced DVD rental.
The industry is more attractive when:

« good-quality substitutes are hard to find

* substitutes are not much cheaper than the

industry’s products

* buyers face high switching costs
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Importance (1 to 5) Threat to Industry (1 to 5) Weighted Score
F o (1 = Not Important, 5 = Very Important) (1 = Low, 5 = High) (Col 2 x Col 3)
orce 8ol (5 Il 1) dseadl (5 I 1) deluall asagill dnpall doyall
) (13> dago = 5 idago yué ¢ 1) (e = 5 (yaadiia = 1) (3 aga=ll ¢ X 2 3ga=ll)
N Y Rivalry among companies competing in the industry 5 2 10
d e deliall § Ll OSydll o el } | il
Bargaining power of suppliers in the industry 2 2 4
6!9 deliuall B (oy9all dudgliill 3ol
'E Bargaining power of buyers 2 4 8
Odpidaal) dusglaill Boall
@ Threat of new entrants to the industry
‘0 deluall I sazdl pulsladl asags 3 4 12
g Threat of substitute products or services
‘ L sl csloasdt of calaill aags 4 ‘ 1 4
Total  g£gamall ‘ 38
/s £
it: :ddgd 11,85 8.S
. Ho:rfto rgad |td : i - - e High et 9-“-'40{ e >
eaf: orce is rated low, me ium or hig -l Flass s i,k :da...a_g.m ?1 daskia gl og{bsﬁm‘
to judge industry attractiveness. deluall dgil> e @Sall dndiye gl
4
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= A product or service feasibility analysis shows how strongly the idea appeals to potential customers, and
identifies the resources needed to produce it.

However detailed it gets, the analysis comes down to two questions — one about demand, one about profit:
1.  Are customers willing to purchase our product or service?

2. Can we provide it to customers at a profit?
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MIDOCEA

UNIVERSITY

| dugilillg aulgdll (§guudl Calaul

Primary research — data you collect yourself:
= Collect data firsthand and analyze it.

Secondary research — data someone else has

already collected:

» Gather data that already has been compiled

and analyze it.
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* Market research usually begins with

secondary data. &

Government

» Sources of secondary data include:

+ the company's own internal

database

+ data bought from outside providers

such as research agencies

« commercial online databases

Peer-reviewed

Journal Articles
afao CYlia

* internet search engines

» Secondary data is faster and cheaper to

\_

obtain than primary data.

augilill aliludl éale (Gguull Giayiay
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Statistical
Records
ablasyl Mol

Scholarly articles
on Databases
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Secondary Research Sources |
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« Secondary sources can supply data
a single company could not collect

on its own.

« Evaluate every secondary source: is

\_

~ Organisational
Declarations 4

Official
Documents
I gl

Statistical
Records
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Llguaii lgean 6aalg aSpw

Ao g5 go Jw :sgili jpne JS pld -

~

alasyl Mol
. < - A4
it relevant, accurate, current and *ailnog duang (Gudag
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» Customer surveys and questionnaires

* Focus groups

* Prototypes

* In-home trials — watching customers use the product

* Observation (“windshield”) research — watching

customers deal with existing businesses

« Trade associations and business directories

alibiwdlg elaell aguio
8jSpall blaill cilegano

adgill pLaill
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duélpo ((Windshield) asilatall ahailall ¢l

dailall alspuldl go cllaell Jolod

Jlacill alsig asigall ciliooall

~

Entrepreneurship | Chapter 3: Feasibility Analysis and Business Model Design

30



\_

Chapter

03

MIDOCEA

UNIVERSITY

6. Financial Feasibility Analysis | daulall ggaall Julai

Capital requirements: an estimate of how much

start-up capital is required to launch the business.

Estimated earnings: forecasted income

statements.

Time out of cash: the total cash it will take to
sustain the business until the business achieves

break-even cash flow.

Return on investment: combining the previous
two estimates to determine how much investors

can expect their investments to return.
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1. Readiness: the knowledge, experience and skills the

venture needs. Gaps must be hired or partnered for.

2. Income fit: can the business cover the founder's

living needs — and by when?

A strong idea in the wrong hands still fails: the market
may be attractive and the numbers may work, yet the

founder may lack the skills or the financial runway.

Decision: proceed, delay until the gaps are closed, or

hand the idea to a stronger team.
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TY

Objective 8 — a business model is the plan for how the doudll ggrurall (Glas s dha g Joell gigai — A wagll
venture creates value and gets paid for it.

Build it by answering seven questions in order:

1.

5.

6.
7.

2. Who exactly are those customers?
3.
4. How do we reach them, and how do they want to Slio aigedqiu §MI Lo W

What value do we offer customers?
Sclacll Lg.oS.o.n uj'.ll daidll Lo |l

What do they expect from us? SlAanicllacll cllgp am Jo

receive the product? w . .
Taiiall alui ygap wisq.agdl Jai s &
Which activities make this happen, and what do USSR 283 A8 i

they cost? Slgialsi Log LA (Gaai Sill dhilll La .0
tJlall Lgsa Lay lgalini il 5jlgall Lo .1
Sagiliial lde il clSpadl (o .V

Which resources do we need, money included?
Which partners must we attract?

Put the seven answers on one page and you have the Aaaé LAaai .8 dra0 4 g wldl ¢
business model canvas. e g aagl le 6aalg s e L abladl &= |

.d.o.o_llj

eutipilly aliwl douw (e dlayll dhAll odw i

~
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1. Customer segments — who we serve 2331 (14 — cilaell Al |
2. Value proposition — why they choose us LiigjLiu 13Lal — daudll yApe 1
3. Channels — how we reach them agdll Jai wus — algiall W
4. Customer relationships — how we keep them aguc halhhi s —clloell go wldllell €
5. Revenue streams — how we earn S wiS — alalpdl alédasi.o
6. Key resources — what we must own aSlai ()i o Lo — dawudyll ajlgall 1
7. Key activities — what we must do CTEYCE Oi o Lo — dvuipll dbhwidll Vv
8. Key partnerships — who helps us Liailuu (6 — dwuudigll cilspadl .A
9. Cost structure — what we pay for Gal alle — wlisill suw 9

\_ /
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The cycle has four phases:

1. Develop the business model canvas

2. Test the value proposition with customers
3. Test the product with a prototype or MVP

4, Pivot the model until it is ready to expand

«Jalpa &lji 6jgall
Joell 23gai dagl pghi
cilaell go dagdll yayc JLial [
MVP gi lgl 23gais pitell jLidl W
gibgill ljpla avay Lis 3geill isei &

\_

’

- ' | Phase1
Develop the

v / Business Model Canvas

’ SAo¥l dls yall
y (04) e

Phase 4 ’
Pivot Business Model ,’
Until Ready to Expand 4 B I I
o @ From Idea
d) ) Al gl ' to Growth
7 Jasll giga Juasi ' ﬁ‘ :JT
15al> uay > Y%
- ~ r'd
c.w_g.d.l ~
Phase 3

Test the Product
with Prototype or

A Al ol

Minimal Viable Product
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Phase 2
Test the Value
Proposition with
Customers
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The Business Model Canvas (1/3) | (I/’) Jo=ll 23gai aagl

Key Partners
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\ |/
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Cost Structure
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Key Activities
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9,

Key Resources
s 1 3,5l

all i

Value Customer
Propositions Ei!a‘lt'Onfgﬁ
dosdll oo e
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The customer side of the canvas — who we serve and

how we earn from them:

1. Customer segments: the specific groups the business

customers choose us.

distributor, direct sales.

:abo s WiSg pdi Jb — daglll a Jreall wila

cgrivall jliay Lill 8a33aall aleganall :gdbijl adlpds
lgioad

chooses to serve. Liigjlity ellaell clgn Joai il 8ailall :aeasll yaye [
2. Value proposition: the benefit that makes those 2u ,Eng Guhi i — agdl yajell oy s :algiall W

rilio

3. Channels: how the offer reaches them — shop, app, Iguc halaigdaupd JS cuwsi s :cilaall aa alalell €

lgLaiig

4. Customer relationships: how we win, keep and grow Il 21 — a1Sg Jaell A4 F_”J-C ;Ql;lH,!]I calaasi .0

~

/

each segment. .dlgac )
5. Revenue streams: what customers pay for and how —
\ sale, subscription, fee, commission.
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and what it costs:

6. Key resources: the assets the model needs — people,
equipment, technology, capital, brand.

7. Key activities: the work that must be done well —
production, service, platform, marketing.

8. Key partnerships: who supplies, distributes or co-

develops so we need not own everything.

9. Cost structure: the main costs of the resources,

activities and partners; fixed and variable.

Blocks 1-5 create value; blocks 6-9 deliver it. Profit is

kthe gap between them.

The delivery side — what it takes to keep the promise,

:aalsy Lag acgll clagll ajly Lo — il caila

lelés — 23gaill lgaling il Jguo il :auipll ajlgall .7
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Phase 1
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Phase 3
Test the Product
with Prototype or

Minimal Viable Product
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Testing starts with the customer, not with the

:agilwl .caliludl Jgaa (o U Jrasll o fau jLaddl -

spreadsheet. Ask them:

Joall a3gai gl Lill Jsoall dlSiio 162 pgai Jo -

the business model is trying to address? tlginlleo

Do we really understand the customer problem

Do these customers care enough about this GLQ.I.IJ 1S il 03gy A5s LO.I c | c.|J§.n> o -

problem to spend their hard-earned money on - . I' S .
elinii i I

our product? liniio le agai loguws k_’J_| agligo

Do these customers care enough about our o Liacluwal Liniiad u-QS-I Lot clloell clgm algl Jo -

product to help us by telling others through ol axgaddl dungill Jula
word-of-mouth?
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» Entrepreneurs test their business models on a
small scale before committing serious resources

to launch a business that might not work.

» Recognizes that a business idea is a hypothesis

that needs to be tested before taking it full scale.
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= A lean start-up is a process of rapidly building cli @ (Lean Start-up) asuuyll duwlill aSpull dngio =
simple prototypes and testing key assumptions 20 daruuipl abalfall jlislg acpun dahpu dulgl gilad
with real customers. Use it to test early versions of U~a opSwall aljlaall sl lgeadiwl (yudida cilac
your product or service. Elioad gi ¢laiia

= Start with a minimum viable product (MVP): the J0 aui bl :(MVP) Guhill ksl isill qiiell il =
simplest version of the product or service with Jac el Lglia (o Jlacdll adll (ySas daaa gl il
which you can still build a sustainable business. .Alaluo g)lai
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Pivot Business Model
Until Ready to Expand

Test the Value
Proposition with
Customers

Phase 3
Test the Product
with Prototype or

Minimal Viable Product
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* Pivots: the process of making changes and

adjustments in the business model on the
basis of the feedback a company receives

from customers.

1. Product pivot
2. Customer pivot
3. Revenue model pivot

~

alpusill eljal dulac (Pivot) Laxilfuwdl Jgaill
Lill aldyeill yulwl Lle Jaell 23gai é clbaeillg
cllooll (o aspidl lmlalii
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» The best ideas start with a real problem or need.

» |dea assessment narrows many ideas down to the most
promising one.

= Feasibility analysis tests whether that idea can become a
viable business.

= The business model shows how it will create value and earn
money.

» Pass all three, and the next step is the business plan.
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