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THE BIRD-IN-HAND PRINCIPLE:
WHO | AM, WHAT | KNOW, AND WHOM | KNOW

Not all ideas are great opportunities—take, for example, New Cqg the \Ford Edsel.
Yet someone thought enough of it to actually invest in it and produce i bly, most
novice entrepreneurs, especially those who have good job market grd Qrry a lot
about finding the “right” opportunity.

Idea versus Opportunity: Assessing Feasibility and Valua
There are several frameworks in textbooks, . j artitles; periodicals, and

on Web sites that claim to predict the feasibility and igeas. Figure 1 depicts
a simple and useful summary of four key cofis ese frameworks:

tvations of the entrepreneur making the decision. Below is a list
of the four quadrants of Figure 1. Among the techniques recommended
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Figure 1. Framework for assessing whether a new venture idea is a good opportunity.

FEASIBILITY VALUE

Is it doable? . .
Technical feasibility Is it worth dOI%&

MARKET Market feasibility Financial feasjbiti

Can | do it?

YOU What will it take to do it?
Who else do | need?

Is it doable?

hatkind of entry barriers for the future does your technology provide?

ow long would those entry barriers last should your idea prove to be a high
potential opportunity?

e What are your technological risks? List reasons why the end user might not want
to use your technology even though your product/service might be technologically
superior.

e What other nascent technologies might become competition in the future—one
year from now, five years from now, a few decades from now?
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Market feasibility
Product

e What exactly are you selling?

e Isitatechnology looking for a market or vice versa?
e How do you define your niche?

e How is the need being filled now?

e Who/what is the competition?

rvice

e Advantages/disadvantages of the product/g

e Why your product? (differentiation/uniqugneds/prapri

Customer

re competition come from?

any obvious roadblocks from the government—both local and national?
the international situation likely to change?

hat is your exit strategy?

Timing

e Areyou in the path of a paradigm shift?
e Are you too far ahead of the times?
e What is the shape and duration of the “window” for this opportunity?
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Is it worth doing?
Financial feasibility

e What are the initial outlays of funds required?

e What would convince an investor to contribute those funds?

e If you personally owned those funds, would you invest the

and your own growth?

e Develop best-case and worst-case fi

Can I do it?
What is it going to take?,

Every idea is diffe
But some general negati

ggotiatipg tough contracts
Dealing with rejections of various types
&ustaining the best stakeholders through bad times such as cash crunches

A realistic understanding of some of the negative experiences, combined with a strong positive
motivation is considered the essential recipe for long-term success in entrepreneurship.
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Why you?

e What special strengths do you bring to this enterprise?

e What are your relevant weaknesses and how will you overcome or compensate for
them?

Do | want to do it?

e Does it turn you on?

e Why do you want to do this—really?

e What are your exit strategies?

The established myth about the motivatiory of entrgprene that they want to make
money. And in many cases, entrepreneurs do start\out\with the idea of making money. Indeed,
entrepreneurs are very good at keeping their eye 6 e at”all times. Yet, most
i cessary condition—not even
ip. Rather, making money is a

\mple, a successful couple from Wall Street who give up high-paying
nd breakfast in Vermont

White the framework discussed here is both useful and valuable in thinking through
whether to invest in a new venture idea or not, it might be important to also ask the question: fo
what extent do actual entrepreneurs use such frameworks in starting new ventures? Moreover,
what does research tell us about how expert entrepreneurs came up with the ideas that have
resulted in enduring companies?
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Ideas and Opportunities: What Research Tells Us

One clear fact emerging from research into entrepreneurial expertise as well as early-
stage histories of new ventures is that it is not possible a priori to know with any certainty that an
idea will actually turn out to be a good business opportunity. In fact, successful entrepreneurs
and experienced investors state that there is only one way to determine beyond doubt whether a
given idea is a good business opportunity—and that is to go ahead and implemeNt it\creatively at
very low levels of investment and either find real customers who actua
service at a reasonable price, or to locate partners willing to commit reg

consist of secondary market research or pure armchair analyses. Ins
have to talk to customers and other potential stakeholders di

suggestions piped in through Suppo~
ventures did not come from the-origi

environment; valuable new applications for mundane technologies, and even new markets that no
one quite knew existed or could exist.
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The Bird-in-Hand Principle

In a cognitive science—based investigation into the thinking processes of founders of
public companies, ranging in size between $200 million and $6.5 billion, whose résumés
included more than 15 years of multiple startups, it was found that subjects started with a given
set of means, rather than a predetermined goal or an opportunity to which they’were strongly
committed. That was the case even when they were provided with strong market kesearch data
supporting a clearly defined opportunity. In fact, starting with exactly the’same\“oRportunity,”
the 27 expert entrepreneurs ended up building a variety of different ye i sompletely
different industries!

dent knowledgedase,
and their social networks. In simpler words, each expert entrepregeunstartecwith: (1) Who am

nothing sensational about Wedgwood i . aty illness made him less suited
to the hard work of actually paakin 3

ilap/stories populate the recent history of entrepreneurship as well. Be it Sears,
Staples, Starbucks, or CNN, the entrepreneurs who founded them worked closely with their
means to shape step by step the great opportunities they ended up with. The beginnings of those
opportunities, however, were usually rooted in the way entrepreneurs wove together the
mundane realities of who they were, what they knew, and whom they knew into doable projects
that they personally believed were worth doing. Those enduring ventures tended to start small,
without elaborate market analyses. The entrepreneurs then continually added on to their original
projects, pushing them outward, reshaping them to work with new stakeholders, stretching
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themselves—just a bit at a time, to reach higher and thrust farther—until eventually they had
transformed both their means and ends into unimagined new possibilities.

Sticking very closely to who you are, what you know, and whom you know not only tells
you what to do, it is also very useful in telling you what rot to do. The problem with most novice
entrepreneurs is not that they do not have great new ideas for ventures, it is that\they have too
many. They see opportunities everywhere and feel tempted to expand product Nne§ too soon or

can begin with a
ething that you

y you do not have,
arkets about which



