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How to Evaluate an Opportunity

Written by Wade Myers

Evaluating opportunities: In this phase, the ideas
generated in Step 2 are evaluated using the criteria es-
tablished in Step 1. By using this methodical process of
starting a business—and with God’s guidance—you
will hopefully develop a high-quality business idea that
can be pursued with confidence and enthusiasm. In this
phase you want to eliminate bad ideas based upon their
poor fit with your pre-determined evaluation criteria.
You should never feel bad about abandoning an idea
that is not a good fit with your spiritual, personal, or
business evaluation criteria. Simply move on to your
next idea instead and iterate as needed through these
first three steps until you land upon an idea that you feel
the Lord is leading you to build.

Criteria for evaluation

If you've been following the process, your criteria for
evaluation should be in general categories, but feel free
to add other categories as you see fit. | recommend the
following order, since if the idea does not meet your
spiritual criteria, there is no need to move on to your
personal criteria, and so forth.

Spiritual evaluation criteria

The goal is to seek to build Kingdom value and honor

God in all you do. Example questions or principles that

you might include in your evaluation are as follows:

= Does this business honor God?

= |s the opportunity consistent with the patterns,
precepts, and principles of scripture?
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= Will the offering cause anyone to stumble?

= Does the offering add value or does it merely promote
consumption or unhealthy appetites?

= Does the business provide a platform to perform the
“one-anothers” of scripture for how we are to serve
others, and the church, both local and universal?

STEP 2: EVALUATE

Evaluate the ideas you've generated in Step 2
through a methodical process of serious customer
research and business planning to fully test your
vision. Don't invest any additional time if an idea is
an obvious no, but instead go on to evaluate the
next idea.

Personal evaluation criteria

The goal is to seek alignment between you, your

resources, and the opportunity. Example questions or

principles that you might include in your evaluation are

listed here.

= Spiritual gifts—Will the opportunity make use of your
spiritual gifts?

= Passion to serve others—Do you have genuine passion
for the idea and the opportunities it gives you to serve
customers?

= Abilities—Does the opportunity make use of your
God-given abilities?

= Personality—Is the opportunity and the work involved
consistent with how God wired you?
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= Skills—Does the opportunity fit well with your skill set?

= Experience—Can you leverage your past industry and
work experiences with this opportunity?

= Resources—Is the opportunity a good fit with your
available resources in terms of time, money, and family
members or other advisors or employees?

» |deal context—Does the opportunity fit in terms of
lifestyle considerations (commute distance, amount
of travel, amount of income, and control over
schedule) and work environment considerations (size
of workplace, family vs. employees, physical setting,
typical work hours, pace of work, geographic location,
and level of ownership)?

Business evaluation criteria

The goal here is to evaluate your idea and prioritize its
quality from a business perspective. | recommend a
rigorous process to evaluate the idea (see examples on
the following spread).

1 | Industry evaluation criteria: How does the industry
context impact the opportunity?

The industry context of an opportunity has a dramatic
impact on the potential for the initiative’s success due to
external market forces that shape the industry and affect
supply and demand for your offering. We need to fully
understand the dynamics of the new opportunity such
as those listed to the right prior to investing our time
and money.

2 | Financial evaluation criteria: How do the financial
characteristics affect the opportunity?

The financial analysis of an opportunity is usually part of
the typical business planning process, but | recommend
going further and examining the business model in detail
as outcomes can vary dramatically depending upon how
the business model operates.

3 | Operational evaluation criteria: How do the opera-
tional characteristics affect the opportunity?

The operational aspects of various business models
can also vary dramatically depending upon how the
business model works including the risks and capabili-
ties required as well as key business model characteristics
that can dramatically affect profitability, such as scalability
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and repeatability.

4 | Product evaluation criteria: How do the product/
service characteristics affect the opportunity?

The aspects of the actual product sold or service
delivered will also have an important impact on an oppor-
tunity. While these characteristics may vary from product
to product or service to service within a new venture,
there will typically be a portfolio of products or services
with similar characteristics.

5 | Customer evaluation criteria: How do the customer
characteristics affect the opportunity?

The aspects of how you acquire customers and interact
with customers will have an enormous impact on an op-
portunity, and | recommend analyzing sixteen different
criteria to test for in order to deepen your understanding
of the ability to grow the opportunity. Everything from
how to find potential customers to how long it takes to
work them through the sales process from prospect to
customer will have implications for an opportunity’s
required level of investment, ability to grow, profitability,
and more.

Acquiring customers is the biggest and most difficult
step along the entrepreneurial journey. Planning is
easy, but getting someone to pay you for your goods or
services is much harder. At this point, you may be drawn
to creating a logo, naming your business, creating a
website, etc.—anything but go out and meeting with
a customer. This reluctance is natural, but you must
force yourself to get in front of customers to further
your planning, to gain valuable feedback, and to answer
the key question of why should they buy your product
or service.

ADDITIONAL RESOURCE

Opportunity Analysis—www.OpportunitylQ.com
An automated (and free) online analysis with 50

detailed algorithms that were developed to help
entrepreneurs evaluate a potential idea.




This process is a highly interactive process as your
initial meetings and customers will likely lead you to
tweak your plans and your vision. You will learn much
from your initial customers, so be sure to choose them
carefully. A company is known by the customers it keeps
and a different set of initial customers will lead you in a
different direction.

The reason you often see successful entrepreneurs
with prior sales experience is because this difficult step
of acquiring customers is so daunting that anyone other
than a seasoned sales professional will often get discour-
aged and shut down operations prior to landing that
first customer.

The process in action

Several years ago | followed this same framework with
a group of other investors when we set out to build an
IT-enabled services company. We generated about 20
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different business ideas that we eventually evaluated
and narrowed down to one idea we chose to launch the
business around during Step 3. Because | had followed
this process, | was fully confident that we were onto the
best idea out of the twenty. The company we launched
has since grown to be a successful company and one of
the top performers among its industry peer groups.

Launching your best idea

In our next article we will explore the best method to get
the business off the ground in Step 3: Launch. We will
lay out the benefits and challenges of various methods
of launch from a rank startup to a franchise to an acqui-
sition of an existing business. We will also discuss the
various components of the business that will need to
be filled out at that stage of the process, from strategy
to operations.
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Example Evaluation Criteria

SAMPLE INDUSTRY CRITERIA SAMPLE PRODUCT CRITERIA
= Addressable market = Unmet needs
= Organic growth = Concept risk
= Technological change = Development time frame
= Seasonality = Technology leverage
= Regulatory environment = Value proposition distinctiveness
= Other macro trends = Price relative to competitors
= Competitor concentration = Quality relative to competitors
= Competitive rivalry = Service relative to competitors
= Supplier concentration = Perishability
= Supplier switching costs = Adjacent opportunities
SAMPLE FINANCIAL CRITERIA SAMPLE CUSTOMER CRITERIA
= Total investment = Target identification
= Fixed Asset investment = Customer concentration
= Cash cycle = In-market timing
= Breakeven timing = Sales channels
= Fixed costs = Decision making unit accessibility
= Gross margin = Substitutes
= Earnings multiple = Network affect
= Price point
SAMPLE OPERATIONAL CRITERIA = Price sensitivity
= Qperational risk = Sales cycle
= Capability development = Customer acquisition cost
= Ability to test prior to full development = Customer life
= Intellectual property = Customer switching costs
= Scalability = Cross-sell
= Repeatability = Sales frequency
= Labor pool = Relationship type

See Wade Myers’ biographical information on page 24 of this book, or read more of his story at www.WadeTMyers.com.
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