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	OPPORTUNITY IDENTIFICATION AND ANALYSIS 


	
	Fall Semester – 2012
MAN 385 - Unique #04690



Professor	John N. Doggett
Class Times	Monday and Wednesdays from 9:30 to 11:00 am
Class Room	GSB 3.130
Office 	CBA 5.124K  
Office Hours 	Wednesdays from 5:15 to 6:15 pm or by appointment 
Phone 	512-232-7671
E-Mail	john.doggett@mccombs.utexas.edu
Course Web Page	via Blackboard
Teaching Assistant	Caroline A. Kolb 
	caroline.kolb@mba13.mccombs.utexas.edu   
 
Course Objectives

I have taught this course since late in the last century.  Today, as we approach a second global recession, helping people learn how to translate a “great idea” into a real business will play a role in speeding the beginning of a new recovery.  For that reason, I have made several significant changes to this course.

First, I have done away with the individual midterm.  The “next” recovery will be a group effort.  So will your midterm.

Second, I have assigned you two books.  These are the best books out there on how to think about innovation and then translate your thoughts into a business that can make things that people want to buy.  They will become “let me read that again,” go-to books that you will use long after you graduate from UT.

Third, I am going to press myself and all of you harder than I ever have.  I fear that this new global recession will be deeper and more destructive than the one that hit us in 2007-2009.  And that recession was the worst since 1948.  I want to make sure that each and every one of you is prepared to take advantage of the economic chaos that is buffeting the world.

So, let us get started.  Everyone has “great” ideas for a new business.  But turning that idea into a functioning business is very hard to do.  This course is for students who want to learn how to identify and evaluate entrepreneurial opportunities so that they will only pursue those ideas that have the greatest chance of success.  It will help students understand all of the things that they must do during the opportunity identification phase to accurately reflect the real tasks and costs of starting a new enterprise.

This course will cover multiple funding options including angel investors, venture capital, Leverage Buyouts (LBOs) and bootstrap financing.  We will cover financial and cash flow projections and valuation issues to ensure that students understand how key these issues are to the design of a new enterprise.  We will end with an analysis of intellectual property, deal structure and term sheet issue.  One of our books will even help demystify the arcane world of venture capital.  

A key part of this course will be the systematic evaluation of each piece of a business idea and the crafting of specific strategies and tactics to turn that idea into a functioning, profitable business.  We will pay careful attention to the types of analysis necessary to develop a solid business model for a profitable new venture.  In addition, we will also address the specific skills necessary to make successful presentations to venture capitalists, private investors and banks.

This course will also look at new business ideas through the eyes of international entrepreneurs.  The course will help you determine when a different cultural environment should make a difference in how you evaluate and pursue a business idea.

Opportunity identification and analysis is not, however, just a matter of market research, financial analysis and other technical skills.  It is also about connecting with real humans, whether they are entrepreneurs or customers.   Some of you may think that starting a company is a dream come true.  The reality is that entrepreneurship demands that you live with ambiguity and fear.  That is not for everyone.
Leadership and this Course

Each student must participate in a group project during the semester.  The goal of these projects will be to help real entrepreneurs to determine if they have a business idea that would justify their quitting their “day job.”  Groups of students will work with venture capital firms, the Austin Technology Incubator and local Chambers of Commerce to identify entrepreneurs who need assistance with Opportunity Identification and Analysis of their business idea.  You are also free to create your own project and have that be the focus of your work in this class.  Each team will then help these entrepreneurs determine whether to proceed with their vision or start anew.

These projects will help you develop your leadership skills in a number of ways.  First, you will learn how to “manage” groups of peers where each student cannot be the group leader.  Second, you will learn to manage the client relationship with the entrepreneur and their partners to maximize the value that your team provides them.  Finally, by observing and reflecting on the dynamics of your team and your client entrepreneur, you will develop a deeper understanding of what entrepreneurial leadership requires.

We will reserve several days during the semester for you and your group to work with your entrepreneur instead of having class.  Each group must meet with me in my office at least three times during the semester so that we can discuss your progress and any issues that you have.
Materials

Case Packet:  You must purchase your case packet from www.hbsp.harvard.edu.  Caroline will send you a link that you can use to purchase the materials once you are registered for the course.

Books:  Purchase on-line or at a bookstore.  They are not in the Co-op.
	
Required:

The Lean Startup:  How Today’s Entrepreneurs Use Continuous Innovation to Create Radically Successful Businesses, Eric Ries, Crown Business, 2012.

The Startup Owner’s Manual:  A Step-by-Step Guide for Building a Great Company, Steven Gary Blank and Bob Dorf, K&S Ranch, Inc., 2012.

Recommended:

The Innovator’s Dilemma:  When New Technologies Cause Great Firms to Fail by Clayton Christensen, HBS Press, 1997.

Crossing the Chasm:  Marketing and Selling Disruptive Products to Mainstream Customers by Geoffrey Moore, Harper Business, 2002

Venture Deals: Be Smarter Than Your Lawyer and Venture Capitalist, Brad Field and Jason Mendelson, John Wiley & Sons, July 5, 2012.
Course Requirements and Grading

Grading:  This course MUST be taken for a letter grade.

Class Participation = 50%

This is a case-based course.  Case courses help students become better entrepreneurs and managers by requiring them to conduct detailed analysis, develop managerial plans of action and defend these action plans in class.  This course will require a minimum of 4 hours of work per class. You must spend at least 3 hours analyzing each case and at least 1 hour preparing an action plan that is supported by rigorous analysis for each case prior to class.

To help you prepare for my style of case teaching, I’ve assigned a new HBS tool called the Case Analysis Coach.  It’s the best tool out there to help you prepare for my class.

As you prepare for each case, keep these questions in the back of your mind:

1. Which customers should we target?  Which customers should we avoid?
2. What’s the right way to segment our markets?  What products will our customers want to buy?
3. How can we beat the competition?
4. How should we distribute our products?
5. How do we communicate with our customers and create a strong brand?
6. Which things should our company do and which should we let our partners and suppliers do?
7. Who should we appoint to run this business?
8. Is this employee likely to succeed or fail in this assignment?
9. What’s the right organizational structure for this company or business unit?
10. How do we develop a viable strategy?
11. Whose investment capital will help us succeed, and whose money might poison our chances of success?
12. How can we build a productive culture in our company?

I have assigned two books that will help you understand the dynamics of entrepreneurial growth. Reading these books will require at least one and a half additional hours of work per class.  Each student must also join a study group of fellow students and spend a minimum of one hour discussing each case prior to class.  During our class sessions, each student must be prepared to actively participate in the discussion of every case.  You are free to read the books in any order that you choose.  Just understand that your team cannot pass the midterm if you have not read all of them before that exam.

Your class participation grade will be based primarily on the quality of your comments, not on the quantity.  Comments that demonstrate a thorough analysis of the issues presented by each case, an awareness and appreciation of the comments made by fellow students, implementation of the frameworks from the readings that add to the learning process of the class will receive high grades.  Comments that ignore the content and flow of the discussion or that reflect inadequate preparation will receive low grades.

Group Projects and Presentations = 30%

During the semester, each of you will participate in a group analysis of a significant entrepreneurial opportunity that an Austin-based entrepreneur has.  Your group's job will be to help the entrepreneur determine whether their dream is a viable business idea.  Your group will present an in-class presentation at the end of the semester.  Each group member must actively participate in the development of the report and the presentation.  Each group will be required to spend significant time with the entrepreneur and meet with me for three separate meetings during the semester. 

Group Mid-term Exam = 20%

Each of you must join a study group to help you prepare for class.  That study group will also be tasked with spending a weekend reading, analyzing and developing an action plan for a case for a mid-term exam.  Examination grades will reflect your group’s success in identifying key challenges faced by the manager, developing a realistic plan of action to respond to the managerial challenges presented by the exam Case and performing in-depth quantitative and qualitative analysis to support your group’s action plan.

Missing Class Policy

I know that one of your priorities may be to get a job as we enter the second global recession since 2007.  My policy on missing classes is as follows.  

You must submit a 10-page write up for every case that we covered when you miss a class.  This 10-page write up must be submitted to Caroline by the beginning of the next class.  If you do not submit one paper per missed case to Caroline by the beginning of the next class, your maximum potential grade for the semester will be reduced by ½ of a letter grade. 

If you miss more than one class, your maximum potential grade for the semester will be reduced by ½ of a letter grade for each additional class that you miss, if you submit the 10-page paper by the beginning of the next class.  If you miss more than one class and do not submit the 10-page paper by the beginning of the next class, your maximum potential grade for the semester will be reduced by 1 full letter grade.

I will waive the ½ or 1 grade penalty for exceptional circumstances that are related to the health or safety of yourself, your spouse, your children, your family or your significant other. 

Students with disabilities:  You may request appropriate academic accommodations from the Division of Diversity and Community Engagement, Services for Students with Disabilities, 512-471-6259, http://www.utexas.edu/diversity/ddce/ssd/

Honor Code:  You are MBA candidates so I don’t expect you to cheat.  If you do, you will be subject to the UT Honor Code: http://registrar.utexas.edu/catalogs/gi09-10/ch01/index.html)

Religious Holy Days:  By UT Austin policy, you must notify me of your pending absence at least fourteen days prior to the date of observance of a religious holy day.  If you must miss a class, an examination, a work assignment, or a project in order to observe a religious holy day, you will be given an opportunity to complete the missed work within a reasonable time after the absence.

Schedule
1.      Wednesday, August 29, 2012
a. Note:		The Case Analysis Coach 
b. Lecture:	How to Get Ideas Funded 101
2. Wednesday, September 5, 2012
a. Note:		Some Thoughts on Business Plans
b. Case:		How to Get Ideas Funded 102
3.      Monday, September 10, 2012
a. Note:		Assembling the Startup Team 
b. Case:		Heather Evans
Study Questions for Heather Evans
1. Evaluate the Opportunity for Heather Evans.
2. Evaluate Heather’s efforts to date.
3. Evaluate the business plan.
4. Evaluate each of her financing alternatives.
5. Who should she approach and on what terms?
4.      Wednesday, September 12, 2012  
a. Note:		Beating the Odds When You Launch a New Venture 
b. Case:		Pack-iTS	
Study Questions for Pack-iTS
1. Is Pack-IT’S a feasible venture?
2. Should the lunch program be positioned as a fundraising initiative?
3. How should Pack-iTS be positioned against the competition?
4. What promotional strategies should Pack-iTS pursue and what messages would be most appropriate?
5. How much financing is required?  If the financing requirements exceed the $25,000 that is available, what are the chances that the partners will receive external funding?
6. Based on the number of hours each founder is able to commit each week, should Pack-iTS founders hire an administrative assistant?
7. How risky is the venture?
5.      Monday, September 17, 2012  
a. Note:		Business Model Analysis for the Entrepreneur
b.  Case:	Norgan Theatre 
1. As Mary Smith, evaluate the overall feasibility of Norgan Theatre’s reopening.	Comment by Kirsten Bourne: From Mary Smith’s perspective
2. Make whatever decisions and recommendations that you think are appropriate.
3. Be prepared to present them in a PowerPoint slide deck with a maximum of 15 slides.
6.      Wednesday, September 19, 2012 
a. Case:		Vivaldi Food Concepts:  The Start-up of An Asian Venture 
Study Questions for Vivaldi Food Concepts
1. Would you invest in Vivaldi Food Concepts given the data you have in the case?  Why or why not?
2. What do you like about this proposal?  What don’t you like about this proposal?
3. Where should we launch our first stores?  What should they focus on?  Describe our target customer.
4. Given your exhaustive analysis of the financials in this case, are there any issues that cause you to say “Whoa Nelly?”  If so, what are they?
7.      Monday, September 24, 2012	 
a. Note:		The Innovator’s DNA
b. Case:		R&R 
Study Questions for R&R 
1. What is the opportunity in the Trivia game business?
2. Why is it an opportunity for Bob Reiss?
3. Why did others contribute to Reiss’s success? 
4. Why is the whole deal economically possible?
5. What are the non-economic risks of this deal?
6. What type of follow-up should Bob make to his success?	Comment by Kirsten Bourne: Without the context of this case, this question is puzzling.  What would a follow-up to success be?  Is this the next step he needs to take to ensure continuous success in the future?
	
8.      Wednesday, September 26, 2012 
a. Case:	Killing Craigslist: Entrepreneurship in the Online Apartment Rental Market 
Study Questions for Killing Craigslist
1. What has been your experience with Craigslist?
2. Have you tried to rent an apartment or buy a house with Craigslist?  How satisfying was your experience?
3. Does it make sense for a startup to go after such a powerful incumbent?
4. What do you think about the early-stage strategies of Jon and Lawrence?
5. What do you expect Craigslist to do to respond to RentJungle?
6. What should Jon and Lawrence do next?
9.      Monday, October 1, 2012  
a. Case:		Dry Goods	
Study Questions for Dry Goods
1. Which contract manufacturing option has the most attractive financial benefits?
2. What are the complications and benefits associated with entering into a contract to manufacture Dry Goods outside of the United States?
3. If Joyce and Cornuke choose to hire a contract manufacturer, who should they hire and why?
4. Do Joyce and Cornuke need to raise more money?  Should they?
5. How should they structure the deal with the contract manufacturer?  Should they try to own the formula?
6. Should Joyce and Cornuke pursue “medicated product” status for Dry Goods?
7. What other options do Joyce and Cornuke have to bring Dry Goods to market?  Is “Intrapreneurship” – essentially entrepreneurship inside a larger company – a legitimate option?
8. Can they successfully license their idea to a company such as Under Armor?  
10. Wednesday, October 3, 2012 
a. Note:		The Changing Face of Angel Investing
b. Case:		Gracious Eloise: What Do Angels Want? (A)
Study Questions for Gracious Eloise	 (A)
1. Is Gracious Eloise a product or a company? What is the difference?
2. What must Bune do to respond to the concerns of potential investors?
3. Develop an Action Plan for her to prepare for her next presentation.
11. Monday, October 8, 2012 
a. Case:  	Paddle8: Painting a New Picture of the Art Market	
Study Questions for Paddle8: Painting a New Picture of the Art Market
1. Who are Paddle8’s target customers?
2. Why do they need Paddle8?  What can’t they do without Paddle8?
3. What competitors should Paddle8 fear the most?  Why?
4. The founders have spent 1 ½ year “perfecting” their idea, but have yet to launch the company.  Why has it taken so long?
5. Develop an Action Plan that tells the founders what to do.
12. Wednesday, October 10, 2012 
a. Case:		Primedic-Providing Primary Care in Mexico 
Study Questions for Primedic
1. What is your assessment of Primedic?  Why has this venture attracted so much interest from Endeavor and IGNIA?
2. What is your assessment of the changes that Pablo Salazar made to Primedic’s business model in 2010?
3. Should IGNIA make a new round of investment in Primedic?  Why or why not?
4. What other recommendations would you make to help assure Primedic’s success?
13. Monday, October 15, 2012 
a. Case:		Models of Entrepreneurial Acquisition	
Study Questions for Models of Entrepreneurial Acquisition
1. What is your assessment of the acquisition model versus other approaches to becoming an entrepreneur?  What limitations and risks do you see with ETA versus a startup?
2. Compare and contrast the three approaches (self-funded, sponsored and a traditional search fund) across the various stages of entrepreneurship through acquisition – fundraising, search, deal execution, management and exit.  Which approach do you prefer and why?  What are your thoughts on the ideal time to embark on an ETA career path?
3. What are the important characteristics to look for in Search Fund investors?  Where can you find such people?
4. How can you explain the differences in economics for the entrepreneur from one approach to another?  What do you think is driving those differences?
5. What are the reasonable boundaries around expectations for entrepreneurial economics?
14. Wednesday, October 17, 2012   [Midterm distributed at the end of class]
a. Case:		Nashton Partners and its Search Fund Process

Study Question for Nashton Partners
1. What do you think of the work that Jay and Jason have done to locate opportunities?
2. Have they shown a sense of urgency or have they taken more time than they should have?
3. Why are they almost out of money, again?
4. What should they do?
15. Monday, October 22, 2012  [Midterm due at the beginning of class]
b. Lecture:	Making Killer Presentations				
16. Wednesday, October 24, 2012 
a. Case:	Jonathan Miller: Custom Energy Bar Entrepreneur Pitches Sharks
1. What type of capital should Miller raise?  Why?
2. If Miller wants to raise equity capital, how much ownership should he give up?
3. How would you calculate the value of Element Bars?  What objective and subjective data support (or undermine) your valuation?  How would you defend your valuation?
17. Monday, October 29, 2012 
a. Case:	Arts and Communications Counselors Inc.
1. Assess A&C’s current and past financial performance.
2. Perform an external and internal analysis of the firm.
3. What will be the monthly cash flow requirements for the public relations division?  How does this impact A&C’s cash flow?
4. How would the addition of public relations impact the overall financial position of the company?
5. Should A&C expand into public relations?
6. Make whatever decisions and recommendations that you think are appropriate.
7. Be prepared to present them in a PowerPoint slide deck with a maximum of 15 slides.


18. Wednesday, October 31, 2012 	Comment by Kirsten Bourne: The “Discuss Midterm” comment was separated from the date by a page break so thought it’d be better for them to appear on the same page.
Discuss Midterm
19. Monday, November 5, 2012 
b. Case:	SuperCat Powerboats (A)  
Study Questions for SuperCat Powerboats (A)
1. What do Ryan and his father bring to the party besides money?
2. Are they smart money or dumb money?
3. If you were Gary and Debbie, why would you even want to talk with the Kratz family?
4. How important is Debbie to the success of this deal?
5. How should Ryan and his father respond to the last minute “request?”
20. Wednesday, November 7, 2012 
a. Note:	Entrepreneurial decisions and legal issues in early venture stages: Advice that shouldn't be ignored 
b. Case:		Shelia Mason & Craig Shepherd (Abridged) 
Study Questions for Shelia Mason & Craig Shepherd
1. Evaluate the situation in which Mason and Shepherd find themselves with respect to their existing employers. What legal and ethical issues do you see, and how would you advise them to proceed? 
2. Evaluate the non-disclosure agreement and its potential impact on venture capitalists considering an investment in Intelisoft. Do you think it is reasonable to expect potential investors to sign such an agreement? As a VC, why would or wouldn’t you sign? What are the effects of the “residuals clause” suggested in Exhibit 4? Should Mason & Shepherd agree to this?  
3. Do Mason & Shepherd need a lawyer? How should they select one?  
4. What actions should Mason and Shepherd take in order to terminate their employment relationship with their current employers?
21. Monday, November 12, 2012 
a. Note:		Term Sheet Negotiations: A "Rich-vs.-King" Approach
b. Case:	Term Sheet Negotiations at Trendsetter, Inc. 
Study Questions for Term Sheet Negotiations at Trendsetter, Inc.
1. What are the main differences and similarities between the two term sheets?  
2. If you were the entrepreneur and could not negotiate any of the terms in either term sheet which one would you prefer and why?  
3. How would you seek to alter the terms in each term sheet during negotiations with each venture capitalist? Which terms would you seek to alter first? 
4. Does it make a difference to your answers whether you expect Trendsetter.com to grow fast or grow slowly? 
5. Does it make a difference to your wealth whether you expect to realize on Trendsetter.com through an IPO or a merger? 
6. If you were an aspiring venture capitalist looking for a ‘blueprint’ term sheet to use at your firm which one of the two term sheets would you use? Why?  
7. What aspects other than term sheets would you take into consideration when choosing among potential venture capital investors? 
8. If you were looking for advice on these term sheets, whom would you call?  How would you know that the people you called knew what they were talking about?
22. Wednesday, November 14, 2012 
a. Case:		Washout: The Founders' Tale and Investors' Tale
Study Questions for Washout  
1. Was the outcome of this process avoidable?
2. What mistakes did the founders make that led to this outcome?
3. Were the investors vultures or were they just protecting their interests?
4. When do law suits make sense?  Is this law suit appropriate?
5. Do the original founders deserve any additional compensation as a result of their law suit?
23. Monday, November 19, 2012 
a. Case:		Phillip McCrea: Once an Entrepreneur . . .	
Study Questions for Phillip McCrea: Once an Entrepreneur . . .
1. How important is Phillip to the day-to-day operations of his firm?
2. Can he delegate any of his activities to trained professionals?
3. Where should his firm be located?
4. His wife and family are very happy in San Francisco.  Is it fair for him to ask them to move to the East Coast?
5. He is the breadwinner of the family.  Is it fair for his wife to ask him to sacrifice his dream and family for her “volunteer” activities?
6. What should Phillip do?	
24. Wednesday, November 21, 2012  
Group Presentations
25. Monday, November 26, 2012
Group Presentations
26. Wednesday, November 28, 2012  
Group Presentations
27. Monday, December 3, 2012 
Group Presentations
28. Wednesday, December 5, 2012 
a. Note:		How Will You Measure Your Life?
Assignment for Class
1. Write what you want your obituary to say about you at the end of your life.
2. Send your obituary to me by Sunday, December 1st.
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