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Hello and welcome back to the session on market opportunity
evaluation. In this video, we will go into the details of how to estimate
the value capture challenge of a market opportunity. This is the second
part of the evaluation process, and it is necessary for mapping your
options on the attractiveness map. I'm sure that you remember by now
that an attractive market opportunity is one that will likely produce
significant potential for value creation and that poses relatively few
challenges in capturing that value. In the previous session, we explained
how to estimate the potential dimension, but, of course each market
opportunity that you consider is not only associated with its own value
creation potential, but also incurs it's very own value capture challenge.
The challenges are important to understand because they shape how
difficult it is for you to succeed in this market. Note that while the
potential was assessed by looking at the market opportunity in itself,
this dimension examines your own capabilities to succeed in it and the
main obstacles that you may face.
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Once again, we turn to worksheet 2 for structured evaluation process.
The left side of this worksheet refers to the potential dimension, but now
we will focus on the right side for estimating the challenge. Just like
before, the challenge associated with the market opportunity is shaped
by three main factors and again the idea is to examine and to rate each
factor separately on a scale ranging from low to super high, and then
combine these ratings into an overall challenge score.
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Let's examine the three factors that shape the overall challenge of a
market opportunity. The first factor that we need to examine is the
implementation obstacles. On your way to a successful market launch,
you will face challenges in creating and in delivering the product. You
will need to assess these difficulties. And to estimate the resources and
the capabilities that you will need to develop or to acquire in order to
succeed with this opportunity. Second factor that shapes the challenge
dimension is time to revenue. Positive cash flow is the oxygen of a
startup. Your clock is ticking and money is usually burned quickly so
the speed with which you can generate cash flow through sales is a
major consideration. This factor estimates how long it will take until
cash begins to accumulate in your account. The third factor that shapes
the challenge dimension is external risk. The success of your business
can be put at risk by many companies and players in your environment.
This risk is often uncontrollable by you, but it has to be taken into
account when assessing how difficult it will be to capture the value of
your market opportunity.
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Now, let's look in more details on how to assess each of these three
factors that shape the challenge of a market opportunity. First, the
implementation obstacles.
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So in order to assess your implementation obstacles, three main
questions should be addressed. First, how difficult will it be for you to
develop the product? Which technological hurdles have to be
overcome? Are there any user interface or design challenges that you
might face? And are there any regulation requirements that you should
comply with? Second, how difficult will it be for you to access this
market- what type of distribution channel is required to gain access to
customers. Are there adequate channels in place and how much time and
money will be needed to build a channel? The last question that you
should examine is how challenging will it be for you to raise funding for
this opportunity- what amount of money do you need to raise until
customers start paying you, and how difficult will it be for you to do
that. The answers to these three questions offer key insights on the
challenges that you will face during implementations. So once you go
thoroughly over these questions, you will be able to score your
implementation obstacles ranging from low to super high.
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You know innovators and especially entrepreneurs with a technological
background often give much thought to the challenges of creating their
offering, but neglect the challenges of bringing it to the market.
Delivering the offer may sometimes be much more difficult than
creating it. So remember to give it a careful intention. Once you
understand the challenges in creating and delivering the offering for a
particular market opportunity of course, you can guage the financial
resources that are required to do so. Try to adopt a bottom-up analysis
when estimating the required funding. How many sales people will be
required, how much do they cost, what type of equipment is required,
how much money will you need for marketing and sales activities, etc.
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Let's see how to estimate the time to revenue. That is, how long it will
take until cash begins to flow back into your account.
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To estimate the time to revenues for a market opportunity, you need to
consider again three main questions. First, what is the estimated time for
development. Think about the major milestones that you should
accomplish until the product is ready for the market. How long will it
take you to accomplish each milestone, and what is the overall
estimated time until the product can be ready. Second, consider whether
you will need to wait until the market is ready for your offer. After your
product is ready, what else should happen until it can be launched.
Think about value chain elements, required infrastructure,
complementary products, and so on. How much time will this take, and
as a result is there a gap in time between product readiness and market
readiness? Lastly, you need to estimate how long is the sales cycle
expected to be. Of course a complex and long sales cycle is mostly
relevant in b to b organizations, so think about how many people you
need to meet and convince to make a sale, other possible resistances or
gatekeepers, what is the estimated time to make a sale, and also what is
the estimated deployment time once the deal is sealed. Based on these
answers you will have a better understanding of the time element that is
associated with your market opportunity, and you will be able to rate it
as low, mid, high, or even super high.
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In essence, time to revenue is tightly related to the implementation
obstacles that we assessed before. However, they emphasize two
different perspectives that are both important when seeking to
understand the underlying challenges of a market opportunity. Also note
that revenues are only one key element to measure success in adoption.
If your startup has different success metrics such as a certain level of
traction for example, you can use it to estimate the required time for
adoption.
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The last factor that shapes the challenge dimension is external risk.
Because you don't play in a vacuum, the success of your business can be
put at risk by many companies and players in your business
environment.
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In order to understand the level of external risks associated with the
market opportunity, look at three important questions. First, how
threatened are you by competition, who are your current competitors
and who may become your competitors in the future, how strong are
they and, most importantly, do you have a sustainable competitive
advantage over them. Second, examine how dependent are you on other
companies or players. Think about who else needs to innovate for your
innovation to be successful, which other ecosystem players could affect
the adoption of your offering, and how dependent are you on other third
parties like policymakers or regulators. Lastly, estimate how susceptive
are you to adoption barriers. Are the customers receptive to innovation?
Is your product compatible with existing ways of doing things, existing
norms, standards, and infrastructure? In short can it easily be adopted.
An objective answer to these questions will help you to get important
insights on the external risks that are inherent in your market
opportunity and to rate them again from low to super high.
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Remember that external risk can really be a nerve-wracking element in
innovation. In particular, strong competition is often emphasized as a
key hazard in the business literature. Yet, while entering the fortified
field is definitely dangerous, the lack of competition may be equally
worrisome either the market opportunity you are envisioning is not for
real, or the lack of competition means that you will carry the burden of
educating the market and of supplying the complementary elements. So,
when assessing external risks that are associated with the competition,
consider the extent to which you have an advantage vis-a-vis the
competition. The greater the advantages, the better your competitive
situation. As for adoption barriers, remember that some markets adopt
innovations more easily than others and that some innovations are more
easily adopted than others.
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Finally, and just like before, once you have thought through all the
factors that shape the value capture challenge you can combine the
scores into an overall rating.
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This rating ranges from low to super high according to the results from
your analysis. It will later be used to place the market opportunity on the
attractiveness map because the challenge is the x-axis of the map.
Again, an average score can hide information, key downsides or upsides
associated with the market opportunity, yet it provides one clear
measure for comparing alternatives. So be aware of the individual
analysis of each factor. And to the meaning of a combined score. We
recommend that you carefully observe the different factors and decide
how critical they may be to your success. If you decide to assign
different weights, remember to be consistent throughout and assign the
same weights when evaluating other market opportunities.
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Let's summarize. The challenges are important to understand because
they shape how difficult it is for you to succeed in this market.
Remember that the important goal here is not scoring itself, but that you
have gone through all the major considerations for evaluating the
challenges of a market opportunity. By now, you know its main
advantages and disadvantages, and can therefore make a more informed
decision on how attractive this option is for you.
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