










The next major issue is the nature of the opportunity.  Two key initial questions are:
1.Is the total market for the venture’s product or service large and/or rapidly growing?

2.Is the industry one that is now or can become structurally attractive?


The concept that you shoud bear in mind is:

Buy Low, Sell High, Collect Early, and Pay Late. 



A Business plan must adres the current competitors and the potential competitors in a sensible way.

Who are the current competitors?

What resources do they control? What are their strenghts and weaknesses?

How will they respond to our decision to enter the business?

How can we respond to their response?

Who else might be able to observe and exploit the same opportunity?

Are there ways to co-opt potential or actual competitors by forming alliances?

An outline of a business plan as well as a sample of business plan (taken
from Richard Stutely’s the definitive business plan bank) are given as below
 Assesing viability requires analyzing a venture’s ability to profitably


Compete for customers,capital,employees and other resources.  Of course a start-up must attract customers; a viable enterprise must also enjoy higher selling prices or lower costs than its rivals so that its revenues exceed expenses.





 The decision to launch a new venture rests on an assessment of its viability -whether it can earn a profit-and its attractiveness, as compared to other opportunities that could be pursued.





 Apparently, many entrepreneurs act before they analyze.  Of the hundreds of thousands who”just do it” every year,only a few earn an attractive return.  The great majority of start-ups fold or drag along.Although bad luck plays an important role, many failures are predestined and predictable.  We find a great many individuals whose endless research precludes action: By the time they can fully investigate  an opportunity, it no longer exists.  Entrepreneurs may also lose their enthusiasm, as continued analysis endangers a corrosive pessimism.





LESSON 3  Developing Start-up Strategies





 Significant payoffs-ventures whose rewards are substantial enough to compensate for the future opportunities the entrepreneur can’t pursue because of a commitment to see this one through.





 High margins for error-ventures with simple operations and low fixed costs which are less likely to face a cash crunch because of technical delays, cost over-runs and slow build-up of sales.





 Low capital requirements-ventures that can be launched with little external capital and have the profit margins to sustain high growth with internally generated funds.





Entrepreneur must use multiple criteria, favoring Ventures with:





Many large corporations use the discounted cash flow (DCF) they expect from a project as the standard measure of its attractiveness.


Entrepreneurs, however, can’t just use DCF. Therefore, a wealth-constrained, one-venture-at-a-time.





 Options for cashing in-ventures that can be sold or taken public. An entrepreneur locked into an illiquid business cannot easily pursue other more attractive opportunities and faces problems of fatigue and burn-out.  Therefore, entrepreneurs shoud prefer businesses with a sustainable competitive advantage ,such as a proprietary technology or brand name, which others would be willing to buy.





 Low exit-costs-ventures that can be shut down without a significant loss of time, money or reputation. Thus,for example,ventures whose failure is known quickly are better than projects that are not expected to make a profit for a long period and therefore can not be reasonably abonded in the interim.  Similarly, short payback periods have value, because the entrepreneur’s loss of self-esteem, reputation and of course personal health due to the closing of a venture are lower if it has already returned the investment made in it.











 Finally,  the business shoud adress the potential good and bad news that confronts all ventures.  What can go wrong?  What can go right?  What decisions can management make today that improve the odds of success?





 At the same time, writing a business plan can be extremly useful process for launching a new venture, even within the context of an existing enterprise.  Writing the plan entails asking and then adressing some questions that are common to all business.  For example, who is the customer?  How does the customer make decisions?  What is the business model for venture?  Is it attractive?  How could do business model be improved?





The critical ingredient in any business is the quality of the people.





On the dynamic aspects of the entrepreneurial process, three related questions can be asked to guide the analysis of any business venture:


 What can go wrong?


 What can go right?


 What decisions can management make today and in the future to ensure that “what can go right”does go right, and “what can go wrong” is avoided, or failing  that is prevented from critically damaging the enterprise? Phrased another way, what decisions can be made to tilt the “reward to risk ratio” in favor of the venture?








There are four dynamic components of any entrepreneurial process of venture:


The people,


The opportunity,


The external context, and


The deal.





What decision have been made (or can be made)to increase the ratio of reward to risk?





What deals have been or are likely to be struck inside and outside the venture?  Do the deals struck increase likelihood of success?  How will those deals and the impicit incentives evolve over time?





 What contextual factors will effect the venture? What contextual changes are likely to occur, and how can management respond to those changes?





 What is the nature of the opportunity? How will the company make money? How is the opportunity likely to evolve? Can entry barriers be built and maintained?





 Who are the people involved? What have they done in the past that would lead one to believe that they will be successful in the future? Who is missing from the team? and how will they be attracted?





	In the end,the business plan must provide reasonable answers to the following questions:





	When reading any business plan,or assessing any business,for that matter,one shoud ask a series of structured questions some of which are listed below:


Who are the founders?


What they are accomplished in the past?


What directly relevant experience do they have the opportunity they are persuing?


What skills do they have?


Whom do they know and who knows them?


What is their reputation?


How realistic they are?


Can they addapt as circumstances warrant?


Who else needs to be on the team?Are the founders prepared to recruit high-quality people?


How will the team respond the adversity?


Can they make the inevitable hard choices that have to be made?


What are their motivations?


How commited are they to this venture?


How can I gain the objective information about each member of including how they will work together?


What are the possible consequences if one or more of the team members leaves?
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