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 Preface 

Guidebook for beginner entrepreneurs (start-ups) is developed within the Erasmus+ project Student 

Business e-Academy (SBeAύΣ ōȅ ǇǊƻƧŜŎǘΩǎ ǇŀǊǘƴŜǊǎ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ {ǇƭƛǘΣ aƛŘŘƭŜǎŜȄ ¦ƴƛǾŜǊǎƛǘȅ [ƻƴŘƻƴ ŀƴŘ 

University of Malaga.  

The main goal of the SBeA project is to produce a high-quality, personalized e-learning program for 

young people interested in entrepreneurship in order to provide them with necessary resources to bring 

their business ideas to life as well as to prepare them for entering the market. All resources are available 

via platform sbea.efst.unist.hr. 

Purpose of this guidebook is ǘƻ ƻŦŦŜǊ ƛǘǎΩ ǊŜŀŘŜǊ ŀ broad understanding of theory and practice about 

starting a business, approaching the topic from both an academic and a practical perspective. The 

guidebook will provide the knowledge and understanding of starting a business necessary to enable 

students to formulate and execute decisions and plans for themselves. Furthermore, it will cover 

understanding of, and professional skills in, evaluating and building social and business relationships and 

sources of support to start a business in a variety of settings.  

Guidebook is divided into two parts: theoretical part and practical part. The first part, theoretical part, 

covers areas that are crucial for future business owner to understand, such as marketing, finance and 

business model development. The second part, the practical one, will give some basic guidelines for 

setting up and starting business in markets of Croatia, Spain and United Kingdom. Guidebook is 

developed in three languages (English, Croatian and Spanish), whereas this English version relates to UK 

market. 

 

 

 

 

 

This project has been funded with support from the European Commission. 
This publication [communication] reflects the views only of the author, and the Commission cannot be 

held responsible for any use which may be made of the information. 

file://///UZMSSERVER/medjunarodna/ERASMUS+2015/KA%202/STRATEGIC%20PARTNERSHIPS/SBeA/GUIDEBOOK/sbea.efst.unist.hr
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 Innovation 

What is Innovation?  

Innovation is a ubiquitous word that widely used and often misunderstood.  There are multiple 

definitions of what innovation is and is not, and this inevitably produces confusion.  This confusion 

impacts on our ability to firstly understand innovation and then act innovatively.  What this suggests is 

that innovation is a complex concept.   

Innovation is less about new products or services and more about change.  Basically, innovation changes 

the way we do things rather than what we do.  Our basic needs to live are no different today than they 

were hundreds of years ago.  We still get cold or hot, hungry, bored, or lonely.  We still need shelter, to 

be entertained and to have meaning in our lives.  Innovation has changed the way we solve these 

problems, but not the problems themselves.  Consequently, we end up with products that never existed 

before that make it easier to fulfil our needs.  As a result, there has been an explosion of changes in the 

way we live our lives.   

Just 30 years ago there were basically two ways you could send information to someone in another 

country, either call them by phone or send them a letter.  Today there are multiple ways; email, social 

media, SMS and so on. We are still communicating with each other, that has not changed, but the way 

we communicate has changed.  However, there is still much more to innovation than changing the way 

we communicate.  This alone makes understanding the nature and consequences of innovation 

important.  However, there is much more to innovation than changing how we do things. 

These changes do not occur in isolation.  One of the most enduring myths of innovation is we understand 

the history of innovation.  By this I mean that we often assume that innovation is linear and fragmented.  

It is neither linear nor is it fragmented.  As each innovation introduces a change, it not 

only leads to further innovations but also draws back on previous innovations.  

Innovation relies on utilising existing knowledge and each time we change something we 

develop more knowledge, which leads to wider and wider changes.   The fact that each 

and every innovation is connected is also an important factor that helps us understand 

the complexity that structures the concept of innovation.  Furthermore, some 

innovations only work when another factor comes into play.  Around the mid 1400's 

Gutenberg developed the moveable type printing press.  However, without cheap 

paper this would not have had much of an impact as books would still be expensive.  

Fortunately, someone innovated with making cheaper paper around the same time.  

¸Ŝǘ DǳǘŜƴōŜǊƎΩǎ ǇǊƛƴǘƛƴƎ ǇǊŜǎǎ ǿŀǎƴϥǘ ŜƴǘƛǊŜƭȅ new, but an adaptation of a wine press 

as the illustrations show. The similarities between a wine press and the printer are 

striking.  Both have a similar frame that holds a wooden screw that applies pressure. 

There are other examples of existing innovations being adapted for a different purpose.  The 

fundamental idea behind the water wheel is to transfer energy from one plane (vertical) to another 

plane (horizontal).  The idea of transferring energy like this has been around for about 5000 years.  Yet 
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the adaptation of this innovation to use in car took around 4800 years. The principle of the water wheel 

is the same as in a car gear system.  The car gear system transfers up/down power from car engines 

(pistons) to circular motion (wheels).  This is because all the other parts need to make a car engine had 

to be discovered before this innovation could be used. 

This leads to another myths about innovation.  We often have the idea of the independent genius who 

suddenly has an epiphany and comes up with a great idea that everyone wants.  Firstly, big insights occur 

after long and deep periods of incubation.  We never have all the parts of a solution at the same time.  

Our brain is working behind the scenes constantly processing information.  When all the pieces come 

together the solution pops into our consciousness.  The pieces come from all around us.  The 

development of artificial dyes came about because someone was looking for a cure for malaria.  Artificial 

dyes lead to the growth of the chemical industry, and while looking for artificial fertiliser explosives were 

discovered.  The best idea is not always the on adopted.  We can see this with many innovations over 

time.  For many years, we had subsonic flight in Concord.  Yet despite the time is saved in travelling 

between cities it was never widely adopted and eventually dropped.  This leads to the myth that all 

innovations are good.  Some innovations can be very bad for you. 

The notion that innovation is always good cannot be substantiated.  There are negative factors from 

every innovation.  Surprisingly your smart phone can be quite dangerous.  For while, there were 

concerns that the microwaves and electro-magnetic waves from smartphones 

may cause cancers and brain damage.  However, this has since been, more or 

less, dismissed.  What makes smartphones dangerous is the way they distract 

users from what is going on around them.  Over the past 10 years there 

have been rises in the number of pedestrians injured while using their smart phones.  In fact, 

smartphones are considered so dangerous that many countries ban the use of smartphones when 

driving. 

What you will learn in this unit is that innovation is fundamentally about change.  It is about looking for 

more effective and efficient ways of doing things.  You will discover that innovation is difficult, messy, 

and not as common as we might imagine.  Some types of innovations are extremely rare and others are 

very common and that innovation can only happen if all the pieces have to be in the right place at the 

right time.  It is full of misconceptions and by understanding these misconceptions we are able to 

develop our abilities to be innovative. 
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Acting Innovatively  

If you were to ask someone if they were creative their response almost always is no.  This is because we 

often confuse creativity with artistic ability like dancing, playing an instrument or painting.  Yet this is just 

one aspect of creativity.  As you will learn in this module creativity is simply rearranging existing things 

ƛƴǘƻ ǎƻƳŜǘƘƛƴƎ ŘƛŦŦŜǊŜƴǘ ǘƘŀǘ ŀŘŘǎ ǾŀƭǳŜ ǘƻ ȅƻǳǊ ƻǊ ŀƴƻǘƘŜǊ ǇŜǊǎƻƴΩǎ ƭƛŦŜΦ 

If you think about it you are acting creatively most of your life, without necessarily being artistic.  We all 

have to plan a little; no one can live without some structure to their life.  

If we did have absolutely no structure we would not be able to do 

anything.   We would be constantly jumping from idea to idea without 

achieving anything.  At the same time, we cannot plan for every second of 

our lives either.  What this means is that while we may have a plan, we 

never follow it through exactly as planned.  We are making subtle 

changes throughout the day as unexpected events occur.  In other words, we are improvising; making up 

our plans as we go. 

In order to improvise we need to be able to be creative and rearrange our actions to respond to the 

unanticipated events that occur every day around us and to us.  The result of this rearrangement on the 

go is called improvisation.  It is creative because it adds value to you by helping you perform better as 

you adapt your actions to the unanticipated event.  It is innovative because it changes what you were 

doing into something different to what was intended. This is one of the paradoxes of innovation.  On one 

hand innovation appears quite simple, but when you then try to enact innovative behaviours is becomes 

complex. 

As you can see at a personal level we are acting innovatively on a regular basis.  This has consequences 

for our lives.  Many of us change our intentions during the course of a day as we react to unanticipated 

events.  These small changes are always about improving our lives.  This clearly shows how innovation is 

about change.  Yet, these changes are quite small and naturally personal.  The same principle can be 

applied beyond your personal life. 

Almost all the innovative products and services are the result of someone responding to change.  The 

notion that we can always make something better, more effective, or efficient means that we are trying 

to enact change.  As a species, we are addicted to convenience, and consequently we are looking for 

ways to improve our lives.  If you can act innovatively around your personal, then you should be able to 

act innovatively around and within your business. 

What this shows is that that another widely held belief about innovation is a myth.  If you think about 

how you change your plans each day and then extrapolate this out you realise that no matter how or 

why you are acting innovatively, it is not a linear process.  Firstly, you need a reason to innovative; 

innovation does not happen without a reason.  The second important point here is that an innovation 

only emerges if all the components are available.  This is linked to the point in the previous chapter 
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about printing.  The fact that all the necessary components were available to Gutenberg meant that he 

was able to develop printing. 

The ability to adapt and use different objects and processes and recombine them strengthens the 

argument that creative is simply a remix of existing things into a useful product or service that adds 

value.  This ability is inherent in us all, but if we do not practice then the ability declines.  We can see this 

ƛƴ ǘƘŜ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ǎƪƛƭƭǎ ǿŜ ƘŀǾŜΦ  /ƘƛƭŘǊŜƴ ǿƘƻ ƎǊŜǿ ǳǇ ƛƴ ǘƘŜ мфрлΩǎ ŀƴŘ мфслΩǎ ƘŀŘ ŦŜǿ ƛŦ ŀƴȅ 

manufacture toys.  Many children made toys from the objects around them. Today, as children get older 

thy are less likely to take objectives and fashions toys from them as they gain access to manufactured 

toys. Other impacts on our creativity comes from our environment.  If you ask a 9-year-old if they can 

draw they will often say yes.  Yet by the time they are 12 they will say no.  How did they lose this skill?  

²Ŝƭƭ ŀŎǘǳŀƭƭȅ ǘƘŜȅ ŘƛŘƴΩǘΣ ǘƘŜȅ ŜƛǘƘŜǊ ǎǘƻǇǇŜŘ ŘǊŀǿƛƴƎ ƻǊ ǘƘŜȅ ǿŜǊŜ Řƛscouraged from drawing through 

negative comments.  You can relearn these skills by developing your pattern recognition abilities. 

Every object has some physical attributes that can be utilised for many purposes.  One exercise you can 

do is to work out how many different uses are there for a house brick.  A house 

brick was designed for one purpose; to build houses.  Yet if you take the time you 

can come up with many other uses (there is a list 10 possible uses at the end 

of this guide book).  You do this because you can recognise various 

attributes about a brick; it is rectangle, has holes or indentations, is heavy, 

waterproof, occupies approximately 1 litre of volume, is durable and many more.  These different 

attributes are the patterns that help you use items for new purposes.  As you see in this module, every 

product or service you use today is the result of someone recognising attributes in something that can be 

adapted for a different product. 

Essentially, acting innovatively ranges from something simple such as responding to an unanticipated 

event and acting differently, to recognising the attributes of an item and using it for a new purpose.  

Acting innovatively can range from a simple process requiring little or no planning to a complex and time 

consuming activity needing extensive and detailed planning.   

Different Levels of Innovation 

It is important to recognise that innovation does not happen in a vacuum.  A widely held myth is that of 

the lonely independent inventor.  As the previous chapter shows, creativity is the adaptation of existing 

items into new uses.  In other words, all innovation rises out of previous innovations.  What this means is 

that innovation happens for a purpose.  The purpose is the desire to make our lives more comfortable, 

effective, and efficient.  This desire to make our lives more comfortable, effective, and efficient is the 

primary driver of innovation. 

There are five aspects to this driver of innovation; technology, changing customer needs, changing 

business environments, increasingly complex competition, and strategic purpose.  Technology is 

probably one of the most widely recognised aspect as it has the most visible and has the most profound 

impact on our lives.  It is also often the most wide-reaching aspect in that if is the one that affects the 
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greatest number of people.  The most obvious example is the transition of landline telephones to smart 

phones.  The original idea of a telephone was to enable people to talk to each over various distances.  

While the smart phone still does this, it has gone onto replace many other items we used to use.  How 

many things can you think of that the smart phone has replaced.  You can find an interesting answer to 

this question here. 

 

 

Changing customer needs is another aspect that is often quite visible, but perhaps affects fewer people.  

/ǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎ ŎƘŀƴƎŜ ŦƻǊ Ƴŀƴȅ ŘƛŦŦŜǊŜƴǘ ǊŜŀǎƻƴǎΣ ǎƻƳŜǘƛƳŜǎ ŘǳŜ ǘƻ ǘŜŎƘƴƻƭƻƎƛŎŀƭ ŎƘŀƴƎŜΦ  ¸ƻǳ Ŏŀƴ 

see the link here with smart phones.  The original mobile phones were quite large and actually not that 

mobile, yet still functioned adequately.  As their popularity grew customers wanted more from their 

phones; things like better network coverage and longer lasting batteries.  This forced mobile phone 

companies to develop better functioning mobile phones. 

The impact of smart phones on our personal lives is significant.  Yet, the original purpose of mobile 

phones were not for personal use.  The idea was to enable companies keep in touch with employees 

who would be working outside of their offices.  Prior to mobile phones, pagers were immensely popular 

with companies.  These would send a short text message to an employee anywhere within the network.  

However, the employee could not use the pager to reply, and would need to find a phone to respond to 

the message.  These changing business environments also are aspects of the drivers of change.  Because 

business environments change the need to innovative is imperative. 

As innovations impact on business environments, businesses become more competitive.  Getting the 

edge is often the difference between success or failure.  Technology, changing customer demands and 

business environments all create competition and to respond businesses need to engage in 

differentiating business practices.  These differentiating business practices often lead to the 

development and implementation of innovative actions to remain competitive.  Businesses that do not 

innovate, no matter how big or small rarely survive. 

The above 4 aspects can be encapsulated within the idea of strategic purpose, the fifth aspect.  The 

ǎǘǊŀǘŜƎƛŎ ǇǳǊǇƻǎŜ ƻŦ ŀƭƭ ŎƻƳǇŀƴƛŜǎ ƛǎ ǘƻ ǎǳǊǾƛǾŜΦ ¢ƻ Řƻ ǘƘƛǎ ōǳǎƛƴŜǎǎΩǎ Ƴŀȅ ƘŀǾŜ ǘƻ ŘŜǾŜƭƻǇ ƻǊ ŜƳōǊŀŎŜ 

innovations.  They may be responses to technological changes, changing customer demands, changing 

business environments, or growing competition.  Strategic purpose is part of the driver for innovative 

actions as business seek to survive and grow. 

However, the above paragraphs suggest a linear approach to the development of innovation, but as we 

have pointed out before this is not the case.  Innovation is occurring for different reasons at different 

levels of complexity creating different outcomes.  One or more of the aspects may be behind the drive 

for a company to innovate.  While these aspects indicate the imperative to innovate the level to which 

you can innovate is determined by four key factors; core competencies, core weaknesses, understanding 

the problem, and your short and long-term objectives. 

https://turbofuture.com/cell-phones/40-Things-the-iPhone-has-Replaced
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To what extent you need to innovate depends on a wide range of factors.  In other words, at what level 

can you act innovatively.  The starting point would be to look at your core competencies.  You need to 

determine what you are good at, what can you do.  Unless you work within your abilities it would very 

ŘƛŦŦƛŎǳƭǘ ǘƻ ŘŜǾŜƭƻǇ ƛƴƴƻǾŀǘƛƻƴǎΦ  ¢Ƙŀǘ ŘƻŜǎ ƴƻǘ ƳŜŀƴ ǘƘŀǘ ȅƻǳǊ ŎƻƳǇŜǘŜƴŎƛŜǎ ŘƻƴΩǘ ƛƳǇǊƻǾŜ ƻǾŜǊ ǘƛƳŜ 

and with learning.  But is you are missing a key skill or cannot access critical knowledge then the 

innovation is not going to work.  Equally, you also need to be aware of your core weaknesses.  Ironically 

most people ignore their core weaknesses.  As a result, your weaknesses tend to pop up and interfere 

with your ability to be innovative.  Being innovative is as much about what you do as it 

is about that you do not do. Having a clear idea of what the problem is you are trying to 

resolve is vital.  Customers buy solutions to problems.  If someone is hungry it is not just 

food you are selling them, a fast food shop does not just sell food. It sells a 

whole lot of other things as well, such as convenience, understanding of 

values and quality.  Understanding the problem, you are solving for your 

customers enables you to identify innovative solutions.  Finally, your longer-term objectives will 

influence the degree to which you should act innovatively.  If you have set up a business for a quick 

growth before you sell it than you are unlikely to invest in innovation once the business starts trading.  

Innovation maybe critical to get it started, but once it is going it becomes less critical.  If you started in 

your business for a long-term purpose then innovation becomes critical. 

Acting innovatively around and within your business should bring 

changes that improve the business in some way.  As you extrapolate the 

notion of acting innovatively you can see a ripple effect where the 

innovation affects increasingly more people as the complexity rises.  The 

more complex the innovation is the more people are affected. 

Managing Innovation 

The purpose of innovating is to improve a product or service.  In other words, you are looking for a 

specific outcome.  Schumpeter, one of the earliest authors on innovation suggested that there were five 

outcomes from innovation; a new or improved product, the introduction of better production methods, 

the creation of new markets, the development of new supply sources and new forms of competition that 

change the shape on an industry.  So, like everything else within your business managing innovation is 

just as important as managing your finances or staff. 

Essentially this chapter pulls together the previous three chapters; understanding what innovation is 

enables you to identify opportunities to innovate, acting innovatively provides you with the tools to 

innovate and identifying the levels gives you the framework or boundaries within which you can act 

innovatively.  If you manage these under a strategic plan you should be able to enable innovations within 

your business that enhance its survival.  

The importance of innovating within a business should not be underestimated.  From a business 

perspective innovation is one of the key factors that distinguishes the difference between success and 

failure.  In the past 15 years the characteristics of business have changed significantly.  We have moved 
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from having thousands of businesses with millions of customers to having millions of businesses with 

thousands of customers.  Methods of doing business have changed beyond recognition and the shift of 

power from the company to the consumer has been substantial.  The picture below is indicative of one 

aspect and shows how shopping has changed by embracing the innovations of the time. 

                            

 

All of this mean that you need to manage your innovation processes.  To enact and take advantage of 

innovations, whether developed by you or externally, you need to understand the constraints of the 

system.  Managing innovation means that you must develop a strategy that enables you to be flexible 

enough to adapt the technology to suit the situation. 

Innovation becomes a necessity when there is a difference between your overall business objectives and 

what you might achieve if you continue with your current procedures in relation to your competitors.  

There are many examples of how organisations have failed to innovate in response to changes in their 

markets.  Eastman Kodak and Nokia are widely quoted examples of large businesses being out-innovated 

by their competitors.  Imagine how many smaller businesses have failed due to not innovating.   

Your strategy for innovation needs to be an integral part of your overall business strategy, irrespective of 

the size of your business.  The starting point is to look at the levels of uncertainty that you may face.  The 

levels of uncertainty extend from clear vision of what will happen with little uncertainty.  In this case you 

can determine quite easily what actions you need to take.  For example, the number of uses for a mobile 

or smart phone is increasing and most businesses will be effected by this.  So, it is fairly easy to predict 

what will happen.  At the other end of the scale is real ambiguity.  This is where there is no foundation 

for predicting the future.  This makes it extremely difficult to work out what action is needed.  For 

example, wearable technology is being developed, but exactly what that will look like or how it will 

function is unclear. 

There are many tools you could consider using to enable your 

innovation strategy.  The three most common tools are scenario planning,  a 

strategic landscape map, and a business canvas model.  The last one is 

covered in the business planning module.  Scenario planning is where 

you think about possible situations that your business may face and then 

consider potential solutions.  Scenario planning helps you focus on 

futures that are probable and discover factors that enable you to make decisions about your future 

development.  It can help you identify concepts that could be either beneficial or catastrophic.  Strategic 

https://en.wikipedia.org/wiki/Kodak
https://en.wikipedia.org/wiki/Nokia
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landscape mapping is a variation of mind mapping.  It is similar 

to scenario planning in that it considers possible future 

outcomes, but takes a more structured approach.  However, 

it is most useful where there is a significant number 

opportunities and threats and uncertainty is high.  You may 

use a mind map framework, or something like a Gantt chart to 

develop your innovation strategy.  

It should be apparent that innovation is the key to success in business.  In order to out compete your 

competitors, you need to out innovate them.  This is not about coming up with some life changing 

invention; it is about finding ways using the skills, knowledge, and resources around you to do the things 

you do every day more effectively and efficiently.  Innovation ranges across the entire spectrum of doing 

business.  It can be a small change in the way you make your bread if you are a baker, or the way pick 

products off shelves for your customers if you are an online retailer.  Perhaps you are a bored young boy 

who loves arcade games, whose innovations and creativity led to a worldwide foundation that 

encourages and develops innovation and creativity amongst young children.  Whatever your situation, 

you need to manage your implementation of innovation. 

Venture Development  

I want to be an entrepreneur, what can I do?? 

If you think that entrepreneurship may be an option for your future and you want to know a bit about 

ǿƘŀǘ ƛǘ ƳŜŀƴǎ ŀƴŘ Ƙƻǿ ǘƻ ŦƛƴŘ ŀƴŘ ŘƛǊŜŎǘ ȅƻǳǊ ōǳǎƛƴŜǎǎ ƛŘŜŀΣ ǘƘǊƻǳƎƘ ǘƘƛǎ ƎǳƛŘŜ ȅƻǳΩƭƭ ŦƛƴŘ ǎƻƳŜ Ƙƛƴǘǎ 

that may help you in this venture. 

Step 1: Am I an entrepreneur? 

CƛǊǎǘ ƻŦ ŀƭƭΣ ƭŜǘΩǎ ǳƴŘŜǊǎǘŀƴŘ ǿƘŀǘ ƳŜŀƴǎ ōŜƛƴƎ ŀƴ ŜƴǘǊŜǇǊŜƴŜǳǊΦ CƻƭƭƻǿƛƴƎ ǘƘŜ /ŀƳōǊƛŘƎŜ 5ƛŎǘƛƻƴŀǊȅΣ ŀƴ 

ŜƴǘǊŜǇǊŜƴŜǳǊ ƛǎ άǎƻƳŜƻƴŜ ǿƘƻ starts their own business, especially when this involves ǊƛǎƪǎάΦ {ƻΣ ǘƘŜ 

first step to be a potential entrepreneur means that we want to create our own business and, in second 

place, that we are ready to accept some risk. 

Actually, entrepreneur has many definitions and as a concept it has been addressed by different 

disciplines. Schumpeter1 described the role of the entrepreneur as a radical market innovator who brings 

about creative destruction through innovation. He argued that industries within societies are replaced by 

other industries over time. The process of replacement of one industry (destruction) by another more 

modern industry (creation) is creative destruction. 

Besides, the link between entrepreneur and innovation does not necessarily imply that an entrepreneur 

is someone who starts a new business. It also refers to someone within an organisation who takes on the 

                                                           
1
 https://en.wikipedia.org/wiki/Joseph_Schumpeter 

https://www.youtube.com/watch?v=faIFNkdq96U&feature=youtu.be
http://imagination.org/
https://en.wikipedia.org/wiki/Joseph_Schumpeter
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task of introducing changes. Large organisations are currently looking for entrepreneurs: people who are 

capable of transforming an industry.  

So, now we have different views about what means being an entrepreneur. LŜǘΩǎ Ǝƻ ōŀŎƪ ǘƻ ǎƻƳŜǘƘƛƴƎ 

we mentioned in the beginning: risk. Being an entrepreneur involves taking some risks. The better way of 

decreasing, it is being well prepared. For an entrepreneur, that means having some useful skills that will 

help you prevent, ŦŀŎŜ ŀƴŘ ƎŜǘ ƻǾŜǊ Ƴƻǎǘ ƻŦ ǘƘŜƳΦ .Ŝƭƻǿ ȅƻǳΩƭƭ ŦƛƴŘ ŀ άskills checklistέ built from an 

article from professors Michael H. Morris, Justin W. Webb, Jun Fu and Sujata Singhal2, that you should 

look carefully. Analyze yourself! 

 ¢ŀōƭŜ мΥ 9ƴǘǊŜǇǊŜƴŜǳǊΩǎ ǎƪƛƭƭǎ checklist   

5ƻ LΧ Description Yes No 
ΧǊŜŎƻƎƴƛȊŜ 

opportunities? 
Capacity to perceive changed conditions or overlooked possibilities in the 

environment that represent potential sources of profit or return to a Venture. 
  

ΧŀǎǎŜǎǎ 
opportunities? 

Ability to evaluate the content structure of opportunities to accurately determine 
their relative attractiveness. 

  

ΧƳŀƴŀƎŜ ǊƛǎƪΚ Taking of actions that reduce the probability of a risk occurring or reduce the 
potential impact if the risk were to occur. 

  

ΧŎƻƴǾŜȅ ŀ 
compelling 

vision? 

The ability to conceive an image of a future organizational state and to articulate 
that image in a manner that empowers followers to enact it. 

  

ΧƘŀǾŜ ǘŜƴŀŎƛǘȅ 
and 

perseverance? 

Ability to sustain goal-directed action and energy when confronting difficulties 
and obstacles that impede goal achievement. 

  

ΧǎƻƭǾŜ ǇǊƻōƭŜƳǎ 
in a creative way? 

The ability to relate previously unrelated objects or variables to produce novel 
and appropriate or useful outcomes. 

  

ΧƭŜǾŜǊŀƎŜ 
resources? 

Skills at accessing resources one does not necessarily own or control to 
accomplish personal ends. 

  

ΧƘŀǾŜ guerrilla 
skills? 

¢ƘŜ ŎŀǇŀŎƛǘȅ ǘƻ ǘŀƪŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ƻƴŜΩǎ ǎǳǊǊƻǳƴŘƛƴƎǎΣ ŜƳǇƭƻȅ unconventional, 
low-cost tactics not recognized by others, and do more with less. 

  

ΧƘŀǾŜ ǘƘŜ ŀōƛƭƛǘȅ 
of creating value? 

Capabilities of developing new products, services, and/or business models that 
generate revenues exceeding their costs and produce sufficient user benefits to 

bring about a fair return. 

  

ΧƳŀƛƴǘŀƛƴ ŦƻŎǳǎΚ Ability to balance an emphasis on goal achievement and the strategic direction of 
the organization while addressing the need to identify and pursue actions to 
improve the fit between an organization and developments in the external 

Environment. 

  

ΧƪŜŜǇ ǊŜsilience? Ability to cope with stresses and disturbances such that one remains well, 
recovers, or even thrives in the face of adversity. 

  

ΧƳŀƛƴǘŀƛƴ ǎŜƭŦ-
efficacy? 

Ability to maintain a sense of self-ŎƻƴŦƛŘŜƴŎŜ ǊŜƎŀǊŘƛƴƎ ƻƴŜΩǎ ŀōƛƭƛǘȅ ǘƻ ŀŎŎƻƳǇƭƛǎƘ 
a particular task or attain a level of performance. 

  

Χƪƴƻǿ Ƙƻǿ ǘƻ 
build and use 

networks? 

Social interaction skills that enable an individual to establish, develop and 
maintain sets of relationships with others who assist them in advancing their work 

or career 

  

5ƻƴΩǘ ǿƻǊǊȅ ƛŦ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ άȅŜǎέ ŜǾŜǊȅǿƘŜǊŜΣ just identify your lacks and work hard to acquire them! 

Anyway, the most important skills are: 

                                                           
2
 Morris, M. H., Webb, J. W., Fu, J., Shingal, S., (2013). A Competency-Based Perspective on Entrepreneurship Education: 

Conceptual and Empirical Insights, Journal of Business Management, 21 Issue 3, 352-369. 
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- Opportunity Recognition 

- Creative Problem Solving / Imaginativeness 

- Value Creation 

Focus on them first!! 

Step 2: Finding an idea 

bƻǿ ǘƘŀǘ ȅƻǳ ƘŀǾŜ ƛŘŜƴǘƛŦƛŜŘ ȅƻǳǊ ǎƪƛƭƭǎ ŀǎ ŜƴǘǊŜǇǊŜƴŜǳǊΣ ƭŜǘΩǎ Ǝƻ ŦƻǊǿŀǊŘ ŀƴŘ ŦƛƴŘ ŀ ōǳǎƛƴŜǎǎ ƛŘŜŀΦ 

Everybody has ideas, even good ideas, but not all of them are business ideas. So, how to detect them? 

The first thing to take into account is that business ideas are always based on an unresolved problem or 

need. We always start with the human part of any innovation. We might find:  

- A poorly satisfied need due to the deficiency of the other offers or because there is a better way 

of addressing it.  

- A satisfied need that could be addressed more efficiently. 

- New needs arising as a result of social changes, lifestyles, etc. 

We can find different ideas in different areas. You could explore: 

- wŜǇŜǘƛǘƛƻƴ ƻŦ ƻǘƘŜǊ ǇŜƻǇƭŜΩǎ ŜȄǇŜǊƛŜƴŎŜǎΥ ǘƘƛǎ ƛǎ the reflex effect of new businesses, frequently 

occurring in periods of economic growth.  

- New business opportunities in markets that are poorly supplied newly created or have high 

percentage growth.  

- Technical knowledge of specific markets, sectors or businesses.  

- The experience of a future business person who has been an employee or manager at another 

company and wants to go out on their own.  

- When there is an innovative product that is expected to generate a market.  

- When the type of activity is so simple that any person can set up a business in that area.  

LƴƴƻǾŀǘƛƻƴ ŘƻŜǎƴΩǘ ƳŜŀƴ Ƨǳǎǘ ƛƴǾŜƴǘƛƻƴΦ ²ƘŜƴ invention ƘŀǇǇŜƴǎ ƛǘΩǎ ǳǎǳŀƭƭȅ ŎŀƭƭŜŘ άǊŀŘƛŎŀƭ ƛƴƴƻǾŀǘƛƻƴέΣ 

it means introducing an utterly revolutionary idea to the market, but it rarely happens. The creative 

process that generates a new business idea is inspired by the information we gather; it transforms 

ǎƻƭǳǘƛƻƴǎ ǿŜΩǾŜ ǎŜŜƴ ōŜŦƻǊŜ ŀƴŘ ŎƻƳōƛƴŜǎ ǘƘŜƳ ǿƛǘƘ ŦǊŜǎƘ ǇǊƻǇƻǎŀƭǎ ǘƘŀǘ ƘŀǾŜ ŀŘŘŜŘ ǾŀƭǳŜΦ Lƴ The 

Business Model Navigator, the authors Oliver Gassmann, Karolin Frankenberger and Michaela Csik3 

discuss a key concept for increasing our ability to create new realities. They refer to creative imitation 

and the importance of recombination. Innovations are often variations on something that has existed 

elsewhere, in another industry, market or context. 

In short, not all business ideas are business opportunities. Some ideas are: 

- Directly usable.  

                                                           
3 Gassmann, O., Frankenberger, K., Csik, M., (2014). The Business Model Navigator: 55 Models That Will Revolutionise Your 
Business, Pearson Education Limited. 
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- Good but not right now. Not suitable for the current market.  

- Good but not for us. There might be other agents who are better  

- Prepared to seize the opportunity. 

- tǊŀŎǘƛŎŀƭƭȅ ǿƻǊǘƘƭŜǎǎ ōŜŎŀǳǎŜ ǘƘŜ ƴŜŜŘ ǘƘŜȅ ƳŜŜǘ ƛǎƴΩǘ  

- Important for the target market. 

- Interesting but impractical due to a lack of technical viability. 

Only the ideas that are directly usable by us will be considered business ideas. 

We recommend you making a list of many ideas (as much as possible) and make a little analysis of them 

following the previous hints to select the most promising ones! Once you have selected some of them, 

there is a second analysis you should do. A business idea has to fulfil three conditions:  

- We must have identified a market opportunity. 

- We must have enough human resources, or access to them. 

- We must have the necessary resources and equipment, or access to them.  

To help you identify those conditions in your short list of promising business ideas, use the following 

table (Table 2): 

Table 2: Identifying business ideas 

²ƘŜƴΧ Description Questions  
ΧŘƻŜǎ ŀ ƳŀǊƪŜǘ ƻǇǇƻǊǘǳƴƛǘȅ 

exist? 
When there is a demand for 
a solution to a need and the 

current offer could be 
improved or is non-

existent. 

Who experiences the need or problem we want to 
resolve?  
How important is the need or problem?  
How are they resolving it at the moment? 
What is the dominant solution?  
What makes my proposal stand out?  
Which customer profiles could find my proposal 
more attractive?  

ΧŘƻ ǿŜ ƘŀǾŜ ŀ ǎǳƛǘŀōƭŜ 
team? 

When our combined skills 
and ability make it possible 
for us to take advantage of 
the business opportunity 

Do I have the equipment I need to get the idea off 
the ground?  
Do I have people to provide me with advice, 
information, stability and support?  
Does the team have the right technical experience? 
Who do we know and who knows us?  

ΧŘƻ ǿŜ ƘŀǾŜ ǘƘŜ ƴŜŎŜǎǎŀǊȅ 
physical and technological 

resources? 

When we have the physical 
and technological resources 

required for taking 
advantage of the business 

opportunity.  

Do I have the resources I need to get the idea off 
the ground?  
Do I have adequate knowledge for managing this 
type of business?  
Do I have enough information? 
Is the available time going to be enough? 
Do I have an appropriate network of contacts?  
Do I know who the key suppliers are for this type of 
venture? 
Are they available? Can I get in touch with them?  
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Step 3: Knowing your clients 

The previous step helped us choosing an idea, so now we have identified a problem to solve. But, how to 

do it in a manner that benefits the final user as much as possible? The key point is being empathetic. 

.ŜƛƴƎ ŜƳǇŀǘƘŜǘƛŎ ƛǎ ǇǳǘǘƛƴƎ ƻǳǊǎŜƭǾŜǎ ƛƴ ǎƻƳŜƻƴŜ ŜƭǎŜΩǎ ǎƘƻŜǎΣ ƛƴǘŜǊǇǊŜǘƛƴƎ ǎƻƳŜƻƴŜΩǎ ŜȄǇŜǊƛŜƴŎŜ ƛƴ 

such a way that we can understand the motives behind their behaviour and decisions. 

We must say that despite the benefits of empathy, there are possibilities for innovation that are not the 

direct result of interactions with potential users. Radical innovation is the product of the ability to 

imagine how our lives could be different, and only the people we call visionaries are capable of such 

insight. However, the one thing is to introduce innovations little by little with the aim of satisfying our 

ŎǳǎǘƻƳŜǊǎΩ ŘŜǎƛǊŜǎΦ  

! ǾŜǊȅ ǳǎŜŦǳƭ ǘƻƻƭ ǿŜ Ŏŀƴ ǳǎŜ ƛƴ ǘƘƛǎ Ǉƻƛƴǘ ƛǎ ŎŀƭƭŜŘ ά5ŜǎƛƎƴ ¢ƘƛƴƪƛƴƎέΦ Design Thinking adopts the 

ƳŜǘƘƻŘǎ ǘƘŀǘ ŘŜǎƛƎƴŜǊǎ ǳǎŜ ǘƻ ǿƻǊƪ ŀƴŘ ǎƻƭǾŜ ǇǊƻōƭŜƳǎΣ ŀǘǘŜƳǇǘƛƴƎ ǘƻ ƳŜŜǘ ǇŜƻǇƭŜǎΩ ƴŜŜŘǎ ƛƴ ŀ ǿŀȅ 

that is technologically feasible and commercially viable. The theory was first developed in the 70s at the 

University of Stanford in California (USA). However, it was the consulting firm IDEO4 that commercialised 

ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ ǘƻ ǘƘƛǎ Řŀȅ ƛǘΩǎ ǎǘƛƭƭ ƻƴŜ ƻŦ ǘhe main drivers behind it. 

In the words of Tim Brown, CEO of IDEO, design thinking is άŀ ƘǳƳŀƴ-centred approach to innovation 

ǘƘŀǘ ŘǊŀǿǎ ŦǊƻƳ ǘƘŜ ŘŜǎƛƎƴŜǊΩǎ ǘƻƻƭƪƛǘ ǘƻ ƛƴǘŜƎǊŀǘŜ ǘƘŜ ƴŜŜŘǎ ƻŦ ǇŜƻǇƭŜΣ ǘƘŜ ǇƻǎǎƛōƛƭƛǘƛŜǎ ƻŦ ǘŜŎƘƴƻƭƻƎȅΣ 

and the requirements for ōǳǎƛƴŜǎǎ ǎǳŎŎŜǎǎΦέ 

The process, by The Bootcamp Bootleg5, can be seen in the following Figure: 

As you can imagine, the key (and maybe the most complex) step of this process is the first one: 

Empathise. A tool you can use to improve your knowledge about your clients is the Empathy Map shown 

in Figure 2.  

This Empathy Map provides you a guide of topics to think about through six big questions: What do they 

think and feel? What do they see? What do they hear? What do they say and do? What frustrates them? 

What motivates them? The better way of filling it out is printing it in a big sheet and using post-its to 

                                                           
4
 https://www.ideo.com/eu 

5
 https://dschool.stanford.edu/resources/the-bootcamp-bootleg 

Figure 1: Design thinking process by The Bootcamp Bootleg 

 

 

https://www.ideo.com/eu
https://dschool.stanford.edu/resources/the-bootcamp-bootleg
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write down your answersΦ Lƴ ŦƛƎǳǊŜ н ȅƻǳΩƭƭ ŦƛƴŘ a guide to fill it out and in6 ȅƻǳΩƭƭ ōŜ ŀōƭŜ ǘƻ ŘƻǿƴƭƻŀŘ ŀ 

blank one.  

Once you have filled out the Empathy map, you must analyze the information you gathered. Group 

similar items in columns and name them freely. We might come up with different columns for each 

ŎǳǎǘƻƳŜǊ ǘȅǇŜΦ LǘΩǎ ŀ ǉǳŜǎǘƛƻƴ ƻŦ ƻōǎŜǊǾŀǘƛƻƴ ŀƴŘ ƴŀǊǊƻǿƛƴƎ Řƻǿƴ ƻǳǊ ǳǎŜǊΩǎ ǇŜǊǎƻƴŀƭƛǘȅ ǘȅǇŜΦ 

Another interesting methodology in this sense is the Customer Development Methodology created by 

Steve Blank7Φ LǘΩǎ ōŀǎŜŘ ƻƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǉǳŜǎǘƛƻƴΥ άLŦ ŎƻƳǇŀƴƛŜǎ Ŧŀƛƭ ōŜŎŀǳǎŜ ǘƘŜȅ ƭŀŎƪ ŎǳǎǘƻƳŜǊǎ ŀƴŘ ƴƻǘ 

because of errors in product development, why are there processes to develop products but no processes 

ǘƻ ŘŜǾŜƭƻǇ ŎǳǎǘƻƳŜǊǎΚέ. 

LǘΩǎ ǇǊƛƴŎƛǇƭŜǎ ŀǊŜΥ  

- Maƴȅ ǎǘŀǊǘǳǇ ōǳǎƛƴŜǎǎ ƳƻŘŜƭǎ ŀǊŜƴΩǘ ǉǳƛǘŜ ǊƛƎƘǘ ŀǘ ǘƘŜ ōŜƎƛƴƴƛƴƎΦ 

- The iterative process in search of a successful business model is called pivoting.  

- Learn from the start, learn over and over. 

- You have to focus on the customer and the market from day one. 

- Prioritise learning and discovering over execution.  

All development revolves around the customer. Find the real market for the company and product by 

making a pledge to discover and learn from your customers along the way, offering them a product they 

truly need. This methodology is about matching your customers with your product, reaching the perfect 

άǇǊƻŘǳŎǘ ŦƛǘέΦ 

To help you getting that goal, we propose you a canvas developed by Alexander Osterwalder and Yves 

Pigneur8: the Value Proposition Canvas (Figure 3). 

This canvas will help you to visualize, design and test how you create value for customers. It has two 

complementary parts: the Customer Profile and the Value Map. You should start filling out the Customer 

Profile Diagram. It has three different fields: 

- Customer jobs: here try to describe the jobs your customers try to get done. They can be 

functional, social or emotional. 

- Pains: those things that makes hard achieving the previous jobs. 

- Gains: Identify what means getting the job done for them. 

The Empathy Map may help a lot here! 

Then, fill out the Value Map: 

- List the products and services your value proposition builds on. 

                                                           
6
 http://www2.gov.bc.ca/gov/content/governments/services-for-government/service-experience-digital-delivery/service-

design/methods-and-tools/document-and-visualize/empathy-map 
7
 https://steveblank.com/  

8
 https://strategyzer.com/canvas/value-proposition-canvas 

http://www2.gov.bc.ca/gov/content/governments/services-for-government/service-experience-digital-delivery/service-design/methods-and-tools/document-and-visualize/empathy-map
http://www2.gov.bc.ca/gov/content/governments/services-for-government/service-experience-digital-delivery/service-design/methods-and-tools/document-and-visualize/empathy-map
https://steveblank.com/
https://strategyzer.com/canvas/value-proposition-canvas
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- 5ŜǎŎǊƛōŜ Ƙƻǿ ǘƘƻǎŜ ǇǊƻŘǳŎǘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŀǊŜ Ǉŀƛƴ ǊŜƭƛŜǾŜǊǎΤ ƳŀƪƛƴƎ ȅƻǳǊ ŎǳǎǘƻƳŜǊ ƭƛŦŜΩǎ ŜŀǎƛŜǊΦ 

- Then, describe how your products and services are gain creators. 

You should use post-its again to fill it out! Include one topic in each post-it. Once those two canvases are 

ŦƛƭƭŜŘ ƻǳǘΣ ȅƻǳΩƭƭ ƎŜǘ ȅƻǳǊ ǇǊƻŘǳŎǘ Ŧƛǘ ǿƘŜƴ ȅƻǳ ƳŀǘŎƘ ȅƻǳǊ Ǉŀƛƴ ǊŜƭƛŜǾŜǊǎ ǿƛǘƘ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ǇŀƛƴǎΤ ŀƴŘ 

your gain creators with customer expected gains.  

 

Step 4: The Business Model 

Once we think we have a business idea that could become a business opportunity, i.e. directly usable, 

ǘƘŜƴ ƛǘΩǎ ǘƛƳŜ ǘƻ ǎǘŀǊǘ ǘƘƛƴƪƛƴƎ ŀōƻǳǘ ǘƘŜ ōǳǎƛƴŜǎǎ ƳƻŘŜƭΦ ! ŎƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ƛǎ Ƙƻǿ ƛǘ ŎǊŜŀǘŜǎΣ 

delivers and captures value. The business model is the explanation behind why in a single industry there 

is a variety of companies all satisfying the same need.  

²ŜΩƭƭ Ǝƻ ŘŜŜǇŜǊ ƛƴ ǘƘŜ .ǳǎƛƴŜǎǎ aƻŘŜƭ ƛƴ aƻŘǳƭŜ рΣ ōǳǘ ƳŀȅōŜ ōŜŦƻǊŜ ŘŜŦƛƴƛƴƎ ȅƻǳǊ .ǳǎƛƴŜǎǎ aƻŘŜƭΣ ȅƻǳ 

might find useful analyzing the business model of other ŎƻƳǇŀƴƛŜǎΦ ¢ƻ ŦƛƴŘ ƻǳǘ ǿƘŀǘ ŀ ŎƻƳǇŀƴȅΩǎ 

business model is, all you have to do is analyse its four defining features:  

- Customers 

- Value proposition 

- Value chain 

- Profit mechanism 

Figure 3: Value Proposition Canvas 
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Lƴ ¢ŀōƭŜ о ȅƻǳΩƭƭ ŦƛƴŘ ŀ ǉǳŜǎǘƛƻƴƴŀƛǊŜ ǘƘŀǘ ǿƛƭƭ ƘŜƭǇ ȅƻǳ ƛƴ ǘƘƛǎ ǘŀǎƪΥ 

Table 3: Finding out the business model of a company 

Feature Description Questions  

Customers Who is the target customer? 

What customers and customers segments do they mainly serve? 
What kinds of relationships do their customers expect and how 

do they maintain them? 
Who are their most important customers? 
Who are the other important stakeholders? 

Who influences their customers? 
What people are behind their customers? 

Value 
proposition 

What do they offer to 
customers? 

What customer problems do they solve and what needs do they 
meet? 

What are the products and services they put in place to 
accomplish this? 

What is the perceived customer value? 
What value or benefit do they create for customers? 

How do their offerings differ from those of their competitors? 

Value chain 
How do they produce their 

offerings? 

What key resources are behind their offerings and value 
proposition? 

What competencies and key activities do they need? 
Does their value chain make full use of their core competencies? 

Who are their most important partners? 
Who are their most important suppliers and what do they 

contribute?  

Profit 
mechanism 

Why does it generate profit? 

Why will the customer pay for their product or service? 
What are their main sources of income? 

How is the income generated? 
What are customers willing to pay for? 

What are their main costs and the most significant cost drivers? 
What are the main financial risks in their current revenue 

model? 

Later we will go deeper in your Business Model, working in the main aspects to define it.  

 

Marketing Innovative Products and Services 

Marketing basics 

Today, business environment is rapidly changing leaving no time or space for mistakes. So when have an 

idea of a certain product or service (or both) it necessary to embrace all marketing principles in business 

activities and processes. Why?  

According to the American Marketing Association, marketing is: 

http://www.ama.org/
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άǘƘŜ ŀŎǘƛǾƛǘȅΣ ǎŜǘ ƻŦ ƛƴǎǘƛǘǳǘƛƻƴǎΣ ŀƴŘ ǇǊƻŎŜǎǎŜǎ ŦƻǊ ŎǊŜŀǘƛƴƎΣ ŎƻƳƳǳƴƛŎŀǘƛƴƎΣ ŘŜƭƛǾŜǊƛƴƎΣ ŀƴŘ ŜȄŎƘŀƴƎƛƴƎ 

offerings that have value for customers, clients, partners, and sƻŎƛŜǘȅ ŀǘ ƭŀǊƎŜέΦ9 

In other words, without knowledge about the company's external and internal environment, it would be 

practically impossible to plan and create (as well as finally deliver) wanted, or even higher, value to 

customers. And without customers there will be no sales and no profit.  

Main terms in marketing are marketing concept, strategy, processes and mix. Of course, they are 

connected and mutually dependent as marketing is all about managing the markets. Analysis, planning, 

implementation and control are the most important activities in creating marketing approach to fulfilling 

customers' needs and desires. For achieving that, all business activities should be integrated and market 

or customers oriented.  

Marketing plan, as a tool for marketing strategy implementation, gives answers to three key questions: 

Where are we now? - A clear picture of our business position at moment of observation - derived from 

market analysis. 

Where do we want to be? - A clear picture of our business wanted position in the future -derived from 

marketing objectives and marketing strategy elements. 

How are we going to get there? - "Roadmap" to the wanted position which means implementation and 

control of all planned actions that will drive our business to the wanted position.  

Therefore, the marketing plan should consist of internal and external marketing analysis, marketing 

goals, market segmentation, identification of the target market, positioning by marketing mix elements, 

evaluation and control of activities. Additionally, we should develop an action plan, estimate budget for 

all marketing activities and take into consideration its alignment with company's business plan and sales 

and income projections.  

Market analysis 

From where to start? - Right answer is - from right information.  

How to get to the right information? - By conducting research in order to gather data from which the 

right information will be derived.  

And here arises first problem, that market research importance is often underestimated so data that are 

gathered are insufficient or even wrong. Such approach is a certain mistake, and all strategies 

formulated on the bases of wrong or insufficient information will have very poor results.  

If so, why this happens quite often? - Market analysis, internal and external is the hardest, longest and 

least visible element of the process.  

                                                           
9
 Source: https://www.ama.org/AboutAMA/Pages/Definition-of-Marketing.aspx  

https://www.ama.org/AboutAMA/Pages/Definition-of-Marketing.aspx
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Why? 

In order to shape strategy successfully, real data and situation at the particular market should be 

obtained. The data provide information which (if chosen properly and by relevance, and most of all 

objectively) will be bases for analysis of our own strengths and weaknesses as well as opportunities and 

threats from our environment. That means hours of desk research (for finding out what others have to 

say about the subject of our interest), efforts in shaping own field research (for finding out what our key 

stakeholders have to say about our business idea) and finally how to classify all collected data. It would 

be logical and "practical" to start with ourselves.  

Who are we? What are we good at? What are our weak points? Do we have enough resources? Is our 

product (idea) really so good? Are we managing our company good?  

Those are only examples of the questions about ourselves that we need to know the answer to in order 

to be able to objectively estimate our own strengths and weaknesses.  

Internal analysis will provide needed answers related to the company's performance: 

- at present:  in the market (marketing aspect); of the business processes (operational aspect); of the 

financial results/indicators (financial aspect). This analysis is known as a FiMO analysis.10 

 - in the future:  as a potential for growth based on resources, experience, controls, ideas and 

 leadership. This analysis is known as a RECOIL analysis.11 

FiMO analysis consists of market, operations and financial situation assessment with most common 

elements shown in Table 1.  

Table 1. FiMO analysis elements 

MARKET OPERATIONS FINANCE 

Marketing philosophy/ 

orientation 

Management system Financial management 

Marketing mix Processes Profitability and cost 

effectiveness 

Supply Employees Assets management 

Sales Location/venues Liquidity and indebtedness 

Customers/clients Technology/equipment  

Market results   

 

                                                           
10

 Source: https://rapidbi.com/primof-business-growth-model/  
11

 Ibid. 

https://rapidbi.com/primof-business-growth-model/
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RECOIL analysis is all about assessment of company's potential for growth. For new company focus 

should be on ideas and leadership potential, while for existing ones there should be potential for future 

growths in resources, experience and control.  

For example, when having an idea for a new innovative product or service and evaluating its potential in 

future, we should try to estimate level of creativity, focus on market/customers, processes that are used 

for evaluation of ideas, etc. Our own leadership skills could be big potential for growth in future, 

especially if we are deeply involved in realization of ideas, and have necessary skills and competencies. 

Additionally, current experience in business processes, as well as market and product/service 

development, are the advantages and potential for future growth. Potential in financial capital, 

technology, material and human resources are of great importance in planning and evaluating our 

position in future, so they have to be included in Recoil analysis as well. 

External analysis will provide answers to questions regarding our macro and micro environment. 

External analysis will clear market picture and show market opportunities in which company should try 

to achieve competitive advantage. Therefore, in external analysis, we should gather and evaluate all 

relevant information about our macro and micro environment.  

But, which information is important?  

It mainly depends on the industry in which we are competing and strengths of the market forces. 

Nevertheless, there are some key elements that should be analyzed in each industry, for existed 

company or a new one.  

Macro environment major forces are usually known as PESTE analysis elements:  

- Political/legal factors (such as political stability, tax policy, labour law, trade restrictions ...). 

- Economic factors (such as economic growth, exchange rates, inflation, interest rates ...). 

- Socio cultural and demographic factors (such as tradition, living standards, income level, 

employment status, cultural aspects of society, population growth rate, age distribution, career 

attitudes ...).  

- Technological factors (such as technology incentives, rate of technological change, R&D activity, 

automation ...). 

- Environmental /geo climate/ factors (such as raw materials availability, pollution rates and high 

risk areas, industry sustainability, weather, climate, impacts of climate change ...). 

Impact of PESTE factors should be recognized as an opportunity or threat to own business.  

In addition, the impact of external micro environmental elements should be gathered in order to fulfill 

external analysis information. 

In micro environment analysis, key elements are: 
- suppliers,  
- competitors, 

- customers.  
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Supplier analysis provides picture of the availability of all resources in supply market. For example, 

energy resources, raw material and production inputs, equipment and technology, capital and needed 

business services or solutions.  

Analysis of competitors should answer several questions:  

Who are our direct, potential and substitute competitors? What are their general and business 

characteristics? What strategies are they using on target market? Can we recognize their strengths and 

weaknesses and competitive advantages?  

It should be noted that one of the biggest mistakes is to focus only on successful competitors and neglect 

the ones with poor market performance. Why? We can learn a lot, even from bad examples about the 

industry that we are trying to compete in, as their mistakes are good starting points in realizing our own 

unique value proposition to customers. Consequently, gap between success and failure of our 

competitors could help us to find our own elements for differentiation.  

Customer analysis should help us to determine customers' characteristics, behavioral factors and trends. 

This is commonly achieved by getting answers to following questions:  

Who is buying this type of product/service?  

To get the answer we should analyze their general characteristics such as age, gender, economic status, 

education level and determine homogenous groups of customers which behave similar in their buying 

behavior (related to general characteristics). 

How, when and where they are buying? 

It depends on the availability of the product/service on the market, customers' lifestyle, culture, society 

and family impact on the buying habits.   

Why the customers are buying this type of products/services? Why they buy this particular 

product/service?  

To answer this question we should go deeper and determine (as close as possible) their personal needs 

and desires, motives and perceptions about product/service.  

Although those answers could look quite simple and easy to reply to, we should be aware of the fact that 

there are several important factors that are impacting customers buying behavior. Those factors can be 

categorized as: social, personal, psychological and situational factors that are impacting buying behavior. 

But, once we have all information we should be able to recognize segments of customers. 

What is good segmentation? 

If each segment has homogeneity in buying behavior, while at the same time we can see differences 

between segments - segmentation is done in the right way. It should be our basis for determining 
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particular segments of interest for our company. At the same time we can determine ones that will not 

be in our focus as a potential customer, so will not waste our efforts on them.  

After gathering all relevant data about external and internal factors that impact our business success we 

have solid ground for conducting a SWOT analysis. It is important to include only relevant information in 

SWOT matrix - showing our own strengths and weaknesses as well as opportunities and threats from the 

environment, to get a clear picture of our current position. SWOT analysis is not a static analysis, so it is 

recommended to evaluate information periodically as the situation in our own company or in our 

environment is changing, in order to modify our own marketing strategy elements and align them to new 

situations. 

Marketing strategy 

After getting a clear picture where we are, the next step is to determine where we want to be. For that 

we need to know what we really want, and set the goals for our business as well as main elements of our 

marketing strategy. Marketing strategy is the way company aligns with its environment. With marketing 

strategy company is shaping activities that will provide goals achievement. If the goals are not properly 

defined there will be hard to evaluate our own business performance. So, goals should be formulated 

following SMART principle.12 In other words, our goals should be specific, measurable, achievable, 

relevant and time bounded. In this way we are avoiding most common pitfall - not having structure, clear 

purpose and final destination of shaped strategy. Marketing goals should be formulated having in mind 

wanted market achievements and are usually oriented on sales results, wanted customers perception 

and financial success. 

While determining goals company has to consider value proposition (product/service) in relation to 

customer needs. So, we have to target the "right segment" or more "right segments" for our value 

proposition. Following process - positioning is about achievement of a unique market position of our 

products or services. Additionally, it has to be done keeping in mind our own position related to our 

competitor's position.  

Which segments to target? 

It is not a simple question, so there is no simple answer. It would be wrong to focus only on most 

challenging or most attractive ones. A large market segments with high profitability rate often attract 

strong competitors who are fighting for their market share. In those segments, customers are of high 

expectations and price wars are often. Consequently, the company has to have enough resources and 

high value proposition to be competitive, yet with doubtful final results. In the long term that fight is 

jeopardizing all market subjects. So, the right approach includes segment importance and benefit 

assessment; such as demand size and dynamic, potential for growth, availability, saturation and impact 

on other market segments. Additionally, targeting has to be done in relation to our own capabilities in 

satisfying needs of customers in that particular segment.  

                                                           
12

 Source: http://www.yourcoach.be/en/coaching-tools/smart-goal-setting.php 
 

http://www.yourcoach.be/en/coaching-tools/smart-goal-setting.php
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How to approach targeted market segments? 

Three main targeting approaches are: undifferentiated, differentiated and concentrated marketing.  

Choosing undifferentiated marketing means neglecting segments and treating the whole market as a 

single entity. Accordingly, it is shown in uniformed market offering - through product, price, distribution 

and promotion. This approach is quite rare nowadays, while in the past, in the mass production era, it 

was quite common.  

Differentiated approach recognizes market segments and try to adjust offering. In other words, specific 

market offering is designed for each particular segment. This approach is suitable when market segments 

are easy to identify and their needs differ (e.g., segments by gender or age criteria).  

Concentrated approach is probably the best approach for small and medium entrepreneurs who have 

the competencies and resources to fulfil needs of a narrow market segment, often called market niche. 

In this way single market segment is served through single market offering, this time not uniformed but 

unique and customized one. The disadvantage of this approach derives from specialization to very 

narrow market segment, and shows company vulnerability. If environmental changes affect market 

demand, it can be quite hard to adapt fast and efficiently without losing market share. 

No matter what approach is used, the key challenge is to achieve the desired position in the minds of our 

customers.  

How we can position ourselves successfully? 

Positioning is all about defining optimal marketing mix combination in order to satisfy customer needs 

better than competitors. It is important that all elements of our marketing mix: product, price, 

promotion and distribution are aligned with a value proposition as they are tools for marketing strategy 

implementation.  

We have to have product, price, promotion and distribution, what is so important in marketing mix 

concept at all? 

It is easy to think about all of marketing mix elements separately, but the main goal is to make them 

aligned and integral in order to use and take advantage of their synergy effects. Any discrepancy among 

marketing mix elements will surely lead us to market failure and a lot of resources wasted for nothing. 

What is a product all about? 

Product (or service)13 is a fundamental marketing mix element. Without product we have nothing to 

offer to our target market. When thinking about a product, we have to think about its usability and 

psychological value for customers.  

                                                           
13

 Term product in this guidebook is related to  a  physical product, intangible service or their combination.  
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Weather we are considering the single product, product line or assortment of product there are several 

product aspects that need to be elaborated. First of all, we have to develop its basic and additional 

attributes in a form of physical characteristic. That is the core product. Following are objective and 

subjective quality aspects, product features, design, labels, packaging, instructions, warranty, etc. All 

additional aspects represent actual product.  

tǊƻŘǳŎǘ ǇƻƭƛŎȅ ǎƘƻǳƭŘ ŜƴǎǳǊŜ ŦǳƭŦƛƭƳŜƴǘ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎΣ ōǳǘΣ ǎƛƳǳƭǘŀƴŜƻǳǎƭȅΣ ǇǊƻǾƛŘŜ ǇǊofit to 

the company. Product policy is related to designing and delivering a product, which has the right amount 

and form of customer value for the targeted customer segments.14  

How to price product correctly? 

As it is important, it is necessary to repeat it - following marketing philosophy offer should satisfy 

customer needs, but simultaneously ensure a certain level of profit to the company. Otherwise 

sustainability of our business will not last long. The correct price is market dependent and in accordance 

ǿƛǘƘ ŎǳǎǘƻƳŜǊǎΩ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǇǊƻŘǳŎǘ ǾŀƭǳŜΦ ¢ƘŜ ƳƛǎƳŀǘŎƘ ōŜǘǿŜŜƴ ǘƘŜ ǇǊƛŎŜ ŀƴŘ ǘƘŜ ǇŜǊŎŜƛǾŜŘ ǾŀƭǳŜ 

leads to market failure. Price depends on: 

- internal (company) determinants, such as production and business costs, product characteristics, 

profitability goals and company growth policy, 

- external determinants, mostly legislation policy, competitors pricing policy, market changes, 

technology and, as already mentioned, customers' perception of product value.  

There are several approaches in pricing policy: 

- In market approach we start with customers and think about a price that is acceptable for them.  

- In competitors oriented approach we try to position our price according to the prices of our 

competitors.  

- In cost oriented approach main focus in price policy is our own production and business costs 

that need to be covered with a price. 

The best approach in defining the selling price of our product is a combination of market, competitors 

and cost approach. It should be noted that price policy, besides determining the price, include discounts, 

terms of payment, payment insurance, payment dynamics etc.  

How we will deliver our product to customers? 

Place or distribution channel, should be aligned with all other marketing mix elements. Selection of 

distribution channels depends on: product type, distance and size of the target customers segments, 

their needs and habits, as well as distribution shape (intensive, selective or exclusive) and cost 

effectiveness.  

We can decide to have direct or intermediary distribution channels, or combination. 

                                                           
14

 Source: Armstrong, G., Kotler, P.: Marketing: An Introduction, 12
th
 Ed (Global Edition), Pearson Education, 2015, 

p. 77. 
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Do we need to promote our product or promotion is just another cost?  

Promotion does cost some money. And if we do it just to do it- it is just the cost. But, if we think about it 

and create an optimal promotion mix aligned with all other marketing mix elements, particularly our 

product, then benefits will be much bigger than costs.  

What is promotional mix? How to create one which suits us? 

When talking about promotion mix we usually talk about: 

- Advertising (paid non personal communication through different media) 

- Sales promotion (time limited actions, customer stimulation, additional benefits) 

- Direct marketing (direct communication, post, telephone, mail) 

- Personal selling (direct personal contacts, face to face) 

- Public relations (unpaid communication with public to create product/company image). 

Which combination is best depends primarily on our product, customers and organizational goals. So we 

have to be careful not to send wrong picture while promoting our products. In order to define suitable 

promotion mix we have to think about following (and act accordingly): 

- What are the goals of our campaign, and who is our goal public? Are we creating or maintaining 

awareness about our product? Or, are we creating positive attitude and desire for our product? Is 

our primary goal to create buying intention? 

- Does our promotion campaign has planned shape and program? Is our message shaped and 

structured through all promotional channels? is it in accordance with our wanted perception and 

our own strategic orientation? 

- Are media or sources of communication selected taking into account credibility, coverage, 

efficiency? Do we have media plan? 

- How much money we will spend in promotion campaign? Is this promotional budget integral part 

of marketing budget? 

- Do we have indicators to evaluate success (or failure) of our promotion campaign?  

 

Is there anything else (beside product, price, place and promotion) in marketing mix? 

All elaborated elements of the marketing mix: product, price, place and promotion are nutshell of any 

product or service. But, there are other important elements of the marketing mix, especially if we are 

offering services to our customers. Those elements are people, service providing process (process) and 

physical elements of service.  

Why additional elements are important? 

By people we should think about employees in our company who are providing services in direct contact 

with our customers. In many cases quality of service providers determines customers' perception of 

service quality. But, even if we are selling tangible products (instead of intangible services) we can clearly 



GUIDEBOOK FOR BEGINNER ENTREPRENEURS (start-ups)  

 

27 
 

s 

see the impact that employees (people) can have to our customers and take it into account while 

shaping our marketing mix. 

 Service providing process is all about activities in delivering our service to customers. Does our process 

include interaction with customers? Are they informed about each step in the process? How we handle 

delays and complaints? If we have answers to these questions we take care of service provide process 

and, consequently, we achieve positive impact on all other elements of our marketing mix.  

Finally, physical elements of service are last but not least important. The physical element of service 

refers to venues or spaces where service is provided, including atmosphere, service providers (and other 

employees) appearance etc. This element should be aligned with other marketing mix elements as it is 

(sometimes) factor used to create image of the company in customers' eyes. And we will not have a 

second chance to make a first impression!  

Now we know that we are doing the right things. Do we have to know whether we are doing things right? 

In order to be successful, we have to be able to do both. First, by following all marketing principles we 

know we are doing the right things. But for knowing if we are doing things right, we have to have 

feedback from the market and develop control system of all business processes. Controlling process is 

related to attaining marketing goals. In order to be able to track this process (or activities) we have to 

create (or determine) indicators for marketing performance measurement, including responsibilities, 

budget and time frame. 

Accounting and Finance for your business 

Many entrepreneurs and business startups approach accounting with trepidation. With many new 

businesses, this is often the weakest part of the business. Yet once you are established it becomes the 

most critical. Often business owners will refer their money matters to an accountant. However, this is 

becoming a costly exercise and as more intuitive software emerges, the need for an accountant to 

explain the financial health of your business is diminishing. This means the need to understand the basic 

of accounting by business owners is growing.  

What is accounting and its role in a start-up business 

Accounting is essentially the collection of information about a business that tells those who have an 

interest the state of that business in terms of the money it is generating and spending. The information 

collected is information that is quantifiable and is then presented in financial terms. The money a 

business generates is normally the money a business collects through selling products and services. 

However, it may include interest earned on money held in a deposit account at the bank. The money a 

business is spending is money that is used to purchase products to sell, pay salaries or wages to staff, buy 

equipment that the business needs to operate and pay for incidentals such as rent, electricity and 

insurance. 
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There are three critical questions that the business owner needs to answer in order to understand the 

financial status of their business venture. Firstly, they need to know if the business has made a profit or 

loss and how much that profit or loss is. This tells the business owner if it is worth their efforts to start or 

keep the business running. The second question is to know how much the business is owed by its 

customers. By knowing this the business owner can control his income by chasing up those customers 

that owe it money. However, some businesses, especially those with high levels of cash payments tend 

to have very little owing to them. The third question is to know how much the business owes to the 

suppliers. By knowing what the business owes its suppliers it can calculate how much income it needs to 

ensure it makes a profit for the owner. 

Accounting rules and boundaries 

Based on the three questions in the above section, it is clear that there are some boundaries relating to 

the information collected. The rules fall into 3 broad concepts; limitations, dimensions, and ethical 

boundaries. 

The limitation concept has four factors. One is that the information relates to a single business. This 

means that accounts that answer the three critical questions can only come from a single business. 

Accounts from another business have no connection to the way your business is measured. Although, if 

the business is big enough you may collect separate information from different sections of the business. 

The information needs to be discreet between past, current and future periods of time. Consequently, 

the information collected must be from within a specific timeframe, and that timeframe should be 

consistent. Normally the information is collected over a 12-month period. The business must be 

operating normally. In other words, if a business has shut down there is no point in undertaking the 

preparation of a set of accounts. Equally, if the business has not started trading, even if the owner is 

spending money on setting up, there is not point is preparing a set of accounts other than recording 

expenses. The last factor is that the information must be quantitative. In other words, it must be 

numerical in a way that allows it to be quantified.  

The dimensions of accounting have six factors; have a monetary value, takes into consideration historical 

cost, can be realised, can be matched across accounting periods, demonstrates double entry and must 

be meaningful to the business. The information collected must be quantifiable into money. This is 

because the answers to the three critical questions is always indicated by a cash value. Asset (things like 

equipment) and liabilities should be costed at the price that was paid. Over time the value may decline, 

but you still need to start with the original price paid. The information collected should be calculated at 

the time ownership changes hands or the income or expense is realised. For example, if you sell a bag of 

potatoes, the sale is realised at the moment the customer takes legal possession of the potatoes and you 

take possession of the cash. Matching information across periods means that the closing balance, debts, 

and credits of the last period become the opening balance, debts, and credits of the following period. 

Ethical rules are important for every business. There are four factors to consider when looking at ethical 

accounting; judiciousness, uniformity, impartiality, and relevance. Judiciousness means that if there is 

doubt about a transaction then income should be understated and expenses overstated. This allows for a 
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margin of error where understating income prevents spending income that might not actually exist. Each 

set of accounts should be uniform across the timeframes. You should not change your accounting 

process simply to make your profit look higher. When selecting the information collected and applying 

the account process, it should be done without favour to any particular aspect of the business. Only 

ƛƴŦƻǊƳŀǘƛƻƴ ǘƘŀǘ ǇǊŜǎŜƴǘǎ ŀ ŎƭŜŀǊ ǇƛŎǘǳǊŜ ƻŦ ǘƘŜ ǎǘŀǘŜ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎΩǎ ŦƛƴŀƴŎŜǎ ǎƘƻǳƭŘ ōŜ ŎƻƭƭŜŎǘŜŘΦ If the 

information is not relevant is should not be included in the statement of accounts. 

Accounting principles 

Each country tends to have their own set of accounting principles and you should follow the relevant 

framework. These principles allow for consistency between different businesses and account 

methodologies. They define the objective of accounts are to provide information to a range of users that 

enables them to make commercial decisions and demonstrates good control over the business activities.  

That the business is a unified entity and the accounts present a relevant, reliable set of accounts that are 

understandable. 

Why it is important to understand the basics 

Many small business owners do not feel the need to understand their accounts, or are not confident in 

keeping their accounts, arguing that they can use an accountant to check them. However, this is a very 

short sighted approach. It is the financial data that you collect that gives you an insight to the health of 

your business. This insight then informs the decision you make around the operation of your business. 

While having an accountant help prepare the data, ultimately it is your business so you need to be able 

to make informed decisions about the business. If you do not understand the financial health of your 

business you cannot make an informed decision. 

Types of finance 

Getting a business started requires the investment of some money. This can vary from very small sums 

to millions of pounds/euros. Despite all the media reports, the vast majority of businesses that start up 

do so ǿƛǘƘ ƭŜǎǎ ǘƘŀƴ ϻрллл ŎŀǇƛǘŀƭΦ How much money you need is dependent on several factors. The 

structure of your business influences both the type of capital and how much you need. Equally important 

is the nature of your business. You need to fully understand the connection between the structure and 

nature of your business in order to determine the best way to finance the business.  

There are three different ways to structure your business; a sole trader where there is just you as the 

owner, a partnership where the ownership of the business is shared between yourself and others and a 

company where others have paid for a share of the company. If you are a sole trader then the money 

you use to set up the business is generally seen as an asset in the business and only recovered when you 

sell the business. This is because there is no separation between you as the owner and the business. The 

same applies to a partnership except that there is more than one owner. A company is different in that 

the business becomes an entity in its own right. This allows you to sell shares in the company as a way of 

raising capital. 
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The nature of your business is determined by what you are going to do. At a basic level, you can either 

provide products or services, or a combination of both to your customers. For example, you may open a 

car servicing business. In this case you are going to provide both products (spare parts, new tyres etc.) 

and a service (check the mechanics of the car). The starting point is to work out what equipment you 

need, and this varies greatly between different businesses. A web designer (computer, modem, and 

printer) would need far less equipment than a garden service (fork, spade, wheelbarrow, lawnmower, 

van, etc.), yet both are service businesses. 

To determine how much money, you need to get started you need to firstly determine the structure of 

the business. Generally, as a sole trader you are likely to need less money and you are likely to raise less 

money. A partnership is likely to need more money to get started because normally they are bigger. As 

there are more people to contribute, you can raise more money. A company is normally an option when 

you need significant amounts of money and you have a business that is likely to generate substantial 

income quite quickly. 

Just as important is working out exactly what you are going to do in your business. To do this you need to 

have completed most of your business plan. It would be helpful to have a flow chart that shows how you 

will provide your products or services to your customers. This includes things like the equipment you 

need, space to conduct your business like an office or a shop and how you will advertise and promote 

your business. 

 

Finance Gap 

Raising capital for a new business is often much harder than most people expect. What seems like a 

brilliant idea to you may not be seen in the same light by the potential investor or lender. In fact, this is a 

particular problem for people trying to borrow small amounts from a bank with no security over the 

loan. There are three sources of funding for anyone starting a business; you can fund it yourself, you can 

persuade others to fund it or you can use a combination of both. The most common strategy of funding a 

business is to do it yourself. This is known as internal financing. This is where you use your own money 

from savings or personal income and invest it into the business. If you already have a business and need 

funding to grow you may retain a greater proportion of the profits and use this as a source of funding. 

The least common approach is to use only external funding. In other words, you do not use your own 

money but either sell shares in the business or take out some sort of loan. Selling shares is known as 

equity funding and borrowing money is known as debt funding. There are some alternatives to equity 

and debt funding emerging. There has been significant growth in competitions and grants to assist start-

ups. However, these are extremely competitive and should not be seen as key sources of funding. A third 

source of funding that has grown popular is crowd funding. While this seems to be successful, there are 

some issues that make this a less attractive alternative. With crowd funding, you need to reach a tipping 

point where people become motivated to donate money. This is much harder to achieve than it seems. 

Reports vary but only somewhere between 7% and 12% of people who raise money through crowd 

funding meet their targets. The diagram below maps out the various sources of funding.  
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Figure: Sources of Entrepreneurial Finance 

 

The issue of a finance gap has a significant impact on funding business; you may have completed all the 

hard work of identifying the structure and nature of your business and have a clear idea of how much 

you need but are unable to obtain the necessary finance to get started. Getting enough money to start 

the business is recognized as the main hurdle to starting a business. There are many reasons why it is 

difficult to raise money. The main reason is the differences in how you see your business and how the 

investor sees your business. The differences can be caused by structural issues within the business plan. 

The target market may not be clear, or your ability to provide the services may be questionable. In some 

cases, cultural factors could influence gaining funding. There is some evidence that ethnicity impacts on 

ǘƘŜ ōǳǎƛƴŜǎǎ ƻǿƴŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ŀŎŎŜǎǎ ŦƛƴŀƴŎŜΦ Creating a clear business plan is a good start to working 

out how much you need and where you might get the funding. 

Working capital management 

Essentially, capital is the amount of money invested into a business. This capital is then used for many 

activities such as the purchase of equipment, material to make products, or products to sell. Working 

capital is a variation of capital in that it is also money invested into the business but it is used to keep the 

business functioning. Understanding how cash circulates within your business is essential and one of the 

key critical financial skills you must develop. 

Setting up a business is, in principle not that different to investing your money in shares or property. You 

want to get back more than you put in. Unlike shares or property managing this investment is more 

complicated. If your shares or property is not making the return you want you can simply sell them. With 
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a business, you may not be able to sell the business quite so easily, but you do have much more 

flexibility, by managing your working capital. 

Liquidity or having enough money in the business to function is what keeps your business operating. 

While every business aims to make a profit, not making a profit does not necessarily mean the end of the 

business. If the business has enough money to keep functioning then and profits are likely in the future 

then there is no reason why the business should not keep trading. Businesses that operate seasonally 

may have months where they do not make a profit, but to close the business may not be useful to the 

owner. For example, you may have a restaurant that is in a tourist area and has many customers during 

the summer months and very few during the winter months. You still must pay rent on the property 

whether you have customers or not. So, it may make sense to open during the winter, even if you make 

a loss during those months. This is because by opening the loss would be much smaller than if you did 

not open. This is demonstrated in the table below. The table clearly shows that the business would be 

better off over the 12 months to open in the winter and book a 5,000 loss than to close in the winter and 

book a 30,000 loss. 

 
Table: Working Capital ς Profit and Loss  

The table above is a simplified scenario, but you can see how the increased cash flow into a business 

increases the overall profit of the business, despite a 6-month trading loss. This is where you need to 

understand the cashflow cycles of money coming in and out of the business and then calculate ways of 

maintaining a profit over the 12-month financial cycle. Using different ratios to calculate the liquidity of 

your business helps you plan different strategies to ensure that you always have more money coming 

into the business than going out.  

Managing Finances - Working capital and Inventory 

Part of the process of managing your cash flow and working capital is to manage the money owed to 

you, the money you owe others and managing the products or materials you need to purchase for your 

business. One of the ways to manage your cash flow is to try and collected the money owed to your 

business faster than you pay the people you owe money to, and to sell your products or services quickly. 

All of this requires some carefully thought and planning. 

The ideal business scenario is to have no one owing your business any money, and for you to pay your 

accounts every 30 days. This means that you would hold onto the income for up to 30 days before you 

had to pay it out. However, in the realities of the business world this is extremely rare. Almost every 

business has creditors (people you owe money to) and debtors (people who owe you money). The failure 

to manage this balance is often a cause of business failure. The impact of not managing your credit sales 

and debit expense can be seen in the table below 

Income Expenses P/L Income Expenses P/L

Open 6 months Summer 110,000 30,000 80,000Open 6 months Summer 110,000 30,000 80,000

Open 6 months Winter 25,000 30,000 -5,000Closed 6 months Winter 0 30,000 -30,000

Totals 135,000 60,000 110,000 60,000

Total Profit for the year 75,000 50,000
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Table: Managing credit sales and expenses 

In the table above you can see that months 1, 3 and 4 have high cash coming into the business, and 

Months 2 and 4 have lower levels of cash coming in from credits sales. Month 2 is a quieter month, both 

for cash income and income from credit. The result is that Month 2 has half the income of Month 1 and 

significant lower than Months 3 and 4. This alone is not necessarily something to worry about. In terms 

of expenses Months 1 and 2 have higher levels of outgoings than Months 3 and 4. Again on its own, this 

is not a problem. However, when you then look at the income and expenses together you can see the 

impact on the cash flow. Month 2 sees the balance of cash held drop substantially and move into 

negative. This is due to two factors occurring in Month 2; one is the lower income and the other is the 

higher expenses. This creates a cash flow problem for the business because there is not enough cash to 

pay all the debts for Month 2. The business needs to find a way to manage this process. 

Managing your inventory levels is just as important as managing your cash flow. Having high levels of 

stock or inventory may mean you never run out of things to sell. However, it can be problem if you have 

too much money tied up in your inventory. If you have a business that sold on average 850 units a 

month, the highest number was 950 units and the lowest was 700 units, and you want a safety margin of 

150 units. This suggests that you should hold 1000 units per month. However, that does not mean you 

would purchase 1000 units each month. The table below demonstrates a simplified version of how you 

might manage your inventory. 

 
Table: Inventory control 

Inventory, whether it is material you need to make a product, or products you buy to resell, or even 

simply things like printer ink and paper, needs to be controlled. Based on the scenario above you might 

decide that the ideal level of inventory is 1000 units. At the end of each month you should count the 

stock you are holding, subtract this from the amount of stock you held at the start of the month. This will 

Month 1 Month 2 Month 3 Month 4

Income cash 1500 800 1250 1300

Income  credit 500 200 600 350

Total income 2000 1000 1850 1650

Expenses cash 300 280 250 300

Expenses credit 500 750 350 300

Total expense 800 1030 600 600

Balance in cash 1200 -30 1250 1050

Month 1 Month 2 Month 3 Month 4

Purchased inventory 1000 900 850 950

Total inventory 1000 1000 1000 1000

Sold inventory 900 850 950 700

Balance inventory 100 150 50 300
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tell you how many you have sold and the number you need to order to replace the sold stock so that you 

start again with 1000 units. 

Managing Finances - Financial Reports 

One of the key messages that you should be getting from this module is that a successful business is one 

that is in control of its finances. One of the ways of controlling your finances is to keep accurate and up 

to date records of sales, income, and expenses; then using this information to help you make strategic 

decisions about the business. There are three financial factors and three financial reports that you must 

understand. The three factors and the three financial reports are linked. 

The first factor you must understand is that having cash in the bank is different from profit. Business 

owners that think the cash in their bank accounts is profit often find themselves in difficulty. The risk of 

making this assumption is that you may spend the cash in your account, only to find that you have 

outstanding debts to pay, and no cash to pay them. 

The next factor is that there is a difference between capital items and revenue items. Capital items are 

the things you use to operate a business. For example, if you were a fashion designer then your sewing 

machines, scissors and rulers would be capital items. That is, you have purchased them for the business 

and you retain ownership in order to design and make clothes. Revenue items are the things that you 

pass onto the customers in return for payment. So, as a fashion designer your revenue items would be 

things like cloth, thread, and buttons. You do not retain this in the business, but sell them to the 

customer. 

The last factor is that when preparing the financial reports there are a number of subjective decisions 

involved. For example, if you bought a sewing machine for 1000, the value of that sewing machine would 

be worth less a year later. This affects the overall value of your business. If value of the sewing machine 

falls by 10% after 1, then the current value would be 900. Making these sorts of decisions are often 

subjective and can have an impact on the overall value of your business as well as the profitability of the 

business. 

While there are several different reports, the three most critical are the cash flow, profit and loss, and 

balance sheet. Your cash flow identifies the month coming and the money going out. Ideally, you should 

have a monthly cash flow report. This gives you a range of information that can influence your business. 

For example, you can identify rises and falls in sales. This would enable you to control your inventory 

levels more efficiently by purchasing inventory according to the level of sales. From the cash flow report, 

you can make better decisions on how to manage the business. 

Your profit and loss will show how much money has been coming into the business as well as flowing 

out. But it is different to a cash flow. The profit and loss shows how successful you have been. It also 

helps make longer term decisions about how you manage the business. For example, if you are spending 

35% of your income on rent you might feel that this is too high and either look for cheaper premises, or 

look for ways of increasing your income. 
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The last of the three reports is your balance sheet. Basically, this tells you what the business is worth. 

Understanding what your business is worth is helpful as it enables you to make decisions like growing the 

business. You can also see if you have any assets that you might no longer need, or if you have 

equipment that you might want to replace. 

Managing Finances - Ratios 

First and foremost, you will realise that the three reports contain a substantial about of information 

about the financial status of your business. You might assume that this amount of information is more 

than enough to help you make sense of the financial status of your business. Unfortunately, this is not 

the case. While some of the information is useful there is far more useful information hidden within the 

reports. There are a few reasons why this is the case. We mentioned earlier, that the information used in 

accounting must be quantitative and have a monetary value. This means that the information in the 

reports is structured in a predetermined way and this might not tell you what you need to know. 

Another reason is that financial data in presented in unqualified terms. Consequently, you need to look a 

bit further than what appears in the reports. You need to understand the reports in the context of your 

business. So, you may have made 20,000 in profits in the last trading year, but how do you know if this is 

an appropriate level of profit for a business like yours or if the profit is sufficient to justify the investment 

of time and money in the business? 

To make sense of that information in a way that is useful you need to analyse it. One of the most useful 

tools in analyzing your financial reports is to use ratios. Ratios, for some, are quite scary. Yet, if you have 

ever made a cake or cooked a meal then you have used ratios. There are many different types of ratios 

you can use to analyse your business and they fall into 4 broad categories as the table below shows. 

 CATEGORY WHAT IS MEASURES  

  
Liquidity 

This measures how quickly you can 
turn an asset such as inventory into 
cash to pay your bills 

 

  
Profitability 

This assesses if the profit made is 
enough to make the business 
worthwhile 

 

  
Efficiency 

This tells you if you are running the 
business effectively and using your 
assets appropriately 

 

  
Investment 

This evaluates if the return on your 
investment in the business is 
adequate and worthwhile 

 

Table: Ratios 

By using ratios, you can get a much clearer view of what is happening in your business. You may be 

turning over your inventory, but ratios will show if you could reduce the amount of inventory you are 

carrying and free up some cash. You may be making a profit, but ratios will explain if that profit level 

could be improved. Using ratios will show if you are using your equipment effectively and efficiently, and 

investment ratios tell you if the business is worth the effort. 



GUIDEBOOK FOR BEGINNER ENTREPRENEURS (start-ups)  

 

36 
 

 Business Start-up  

In previous sections you have worked identifying and business idea that is as well a business opportunity. 

Now you are ready to give one step forward and find your business model. In this section we will focus 

on startups and how to define and create your business model.  

Step 1: Defining our model 

There are many ways of defining a business. As we mentioned, we will focus on a specific one: startups. 

Following Steve Blank [1] definition, ά! ǎǘŀǊǘǳǇ ƛǎ ŀ ǘŜƳǇƻǊŀǊȅ ƻǊƎŀƴƛǎŀǘƛƻƴ ŘŜǎƛƎƴŜŘ ǘƻ ǎŜŀǊŎƘ ŦƻǊ ŀ 

repeatable and scalable business modelέ. tƛŎƪƛƴƎ ǳǇ ƻƴ {ǘŜǾŜ .ƭŀƴƪΩǎ ŘŜŦƛƴƛǘƛƻƴΣ ǿŜ ŎƻǳƭŘ ǎŀȅ ǘƘŀǘ ŀ 

startup is, at its inception, a temporary organisation built around a potentially innovative idea or 

ƘȅǇƻǘƘŜǎƛǎ ǘƘŀǘ ƛǎ ǎŜŀǊŎƘƛƴƎ ŦƻǊ ŀ ōǳǎƛƴŜǎǎ ƳƻŘŜƭΦ {ƻ ƛǘΩǎ ǎafe to conclude that initially the founders, 

partners or ideators are not even sure about the economic model that will sustain their future 

organisation. 

In the following list we propose you a list of characteristics your company should fulfill to be considered 

a startup [2]: 

V Young company 

V Close to the client 

V Changing and constantly evolving 

V Innovative and multidisciplinary 

V With high growth potential 

Step 2: Defining my methodology 

So, now we know what a startup means and that our business idea fits with ƛǘΦ [ŜǘΩǎ ŘŜǾŜƭƻǇ ƛǘΗ ¢ƘŜǊŜ ŀǊŜ 

many ways of developing a startup, but we recommend you one of them which is turned out to be the 

most effective: Lean Startup. 

ά[Ŝŀƴ {ǘŀǊǘǳǇέ ƛǎ ŀƴ ŀǇǇǊƻŀŎƘ introduced by Eric Ries [3] in 2008 to launching businesses and products 

based on: 

¶ Validated learning, 

¶ Scientific experimentation, 

¶ Iteration in product launches to shorten development cycles,  

¶ Measuring progress and  

¶ Feedback from customers.  

With this approach, startups can design their products or services without a large initial investment or 

costly launch.  

The 5 pillars of Lean Startup are [4]: 
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1. ENTREPRENEURS ARE EVERYWHEREΦ ¸ƻǳ ŘƻƴΩǘ ƴŜŜŘ ǘƻ ōŜ ƛƴ ŀ ƎŀǊŀƎŜ ƛƴ {ƛƭƛŎƻƴ ±ŀƭƭŜȅ ǘƻ ŎǊŜŀǘŜ 

a startup. Innovation is open. It can be the response to any problem or situation. This 

ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ŀōƻǳǘ ƪƴƻǿƛƴƎ Ƙƻǿ ǘƻ ŎƘŀƴƴŜƭ ƛǘ ŀƴŘΣ ǿƘŀǘΩǎ ŜǾŜƴ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘΣ ōǊƛƴƎƛƴƎ 

your idea to life. 

2. ENTREPRENEURSHIP IS MANAGEMENT. A startup is an institution, not just a product, so it 

requires management, a new kind of management specifically geared to its context. 

3. VALIDATED LEARNING. Startups exist not to make stuff, make money, or serve customers. They 

exist to learn how to build a sustainable business. This learning can be validated scientifically, by 

running experiments that allow us to test each element of our vision. 

4. INNOVATION ACCOUNTING. To improve entrepreneurial outcomes, and to hold entrepreneurs 

accountable, we need to focus on the boring stuff: how to measure progress, how to setup 

milestones, how to prioritize work. This requires a new kind of accounting, specific to startups. 

5. BUILD - MEASURE - LEARN. The fundamental activity of a startup is to turn ideas into products, 

measure how customers respond, and then learn whether to pivot or persevere. All successful 

startup processes should be geared to accelerate that feedback loop. 

Read those pillars carefully! They provide a useful guide to your life as entrepreneur. We strongly 

recommend learning more about Lean Startup visiting its official website [4]. 

As you can see, through this model our business will be constantly evolving and introducing 

improvements to our products and services and is highly client centered. ¢ƘŜǊŜΩǎ ƴƻ ǳǎŜ ǇŜǊǎŜǾŜǊƛƴƎ ǿƛǘƘ 

ŀƴ ƛŘŜŀ ǘƘŀǘ ǿŜ ǘƘƛƴƪ ƛǎ ǘƘŜ ōŜŜΩǎ ƪƴŜŜǎ ƛŦ ǿŜ ŎŀƴΩǘ ŦƛƴŘ ŎǳǎǘƻƳŜǊǎ ǿƘƻ ŀƎǊŜŜ ǿƛǘƘ ǳǎΦ  On the other 

hand, during our research, we might find other market segments or even new applications. Is not an easy 

thing being able to find these new formulas for success, embracing and developing them while casting 

the initial idea aside. In startup lingo this is called Pivoting. It is a work model in itself and a key attitude 

for living on the edge, with uncertainty from one day to the next. 

Step 3: Defining my Business Model 

Now we have the background to start working on our business model. There are many tools to do so but 

we will introduce you three of them: 

¶ Business Model Canvas 

¶ Lean Model Canvas 

¶ tƻǊǘŜǊΩǎ р ŦƻǊŎŜǎ 

Business Model Canvas 

Busness Model Canvas (BMC) is a tool designed by Alex Osterwalder and Yves Pigneur launched in the 

ōƻƻƪ ά.ǳǎƛƴŜǎǎ aƻŘŜƭ DŜƴŜǊŀǘƛƻƴέ ώрϐΦ .a/ ƘŜƭǇǎ ŦǊƻƳ ŀ ǾŜǊȅ ŜŀǊƭȅ ǇƘŀǎŜ ƎŜǘǘƛƴƎ ƻǳǊ ǘƘƻǳƎƘǘǎ ƛƴ ƻǊŘŜǊΦ 

Figure 1 shows the canvas that should be printed as bigger as possible and filled out with post its. In [6] 
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you can download a blank one. As you can see, BMC is composed by 9 blocks including the key questions 

we must make ourselves to define our business model. Although you can use it however you want, the 

ǊŜŎƻƳƳŜƴŘŜŘ ǿŀȅ ƻŦ ŦƛƭƭƛƴƎ ƛǘ ƻǳǘ ƛǎ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ŦƛƎǳǊŜΩǎ ƴǳƳōŜǊǎΦ 

[ŜǘΩǎ ǘŀƪŜ a closer look to each of the blocks: 

1. CUSTOMER SEGMENTS: The goal here is answering the following questions: What are our most 

important customer segments? Do we want to reach the general public, the mass market or a 

very specific niche market? Are there several interdependent customer segments? Options are: 

¶ Mass Market: Large group of customers with similar needs and problems. 

¶ Niche Market: Specific and specialised segments. 

¶ Segmented Market: Different value propositions for slightly different market segments. 

¶ Diversified Market: Market segments that are completely different from one another, with 

no common ground. 

¶ Multi -sided Platforms or Markets: Two or more distinct but interdependent market 

segments, all of which are essential for the business model. 

2. VALUE PROPOSITION: ¢Ƙƛǎ ōƭƻŎƪ ŀŘŘǊŜǎǎŜǎ ǘƘŜ ǇǊƻōƭŜƳ ŀƴŘ Ƙƻǿ ǿŜΩǊŜ ƎƻƛƴƎ ǘƻ ǎƻƭǾŜ ƛǘ ŦƻǊ ǘƘŜ 

customer with ƻǳǊ ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎ ƻǊ ǎŜǊǾƛŎŜǎΦ Lt also addresses our competitive strategy: 

price? customization? savings? design? Our value proposition could include differentiating 

attributes like the novelty it introduces, improved performance in comparison with the 

competition, customisation options, Its design, brand equity or its position/status, its price, cost 

reduction, risk reduction, the accessibility it provides, ts ŜŀǎŜ ƻŦ ǳǎŜ ƻǊ ǳǎŜŦǳƭƴŜǎǎΧ 

3. CHANNELS: How are we going to deliver our value proposition to each customer segment? 

Possible channels include: 

Figure 1: Business Model Canvas 
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a. Direct: Sales team, Internet sales...  

b. Indirect: hǳǊ ǎǘƻǊŜǎΣ hǳǊ ǇŀǊǘƴŜǊǎΩ ǎǘƻǊŜǎΣ ²ƘƻƭŜǎŀƭŜǊǎ 

4. CUSTOMER RELATIONSHIPS: what type of relationship will we have with our customers? what 

will our brand mean for them? Options are:  

a. Personal Service: REAL communication with a person assisting with the sales process. 

b. Exclusive Personal Service: Special attention given to a specific customer. 

c. Self-service: No direct relationship with the customers. 

d. Automatic Services: More sophisticated services with automatic processes. 

e. Communities: Groups linked to the product that solves problems for customers. 

f. Collaborative Creation: The customer community collaborates with the company. 

5. REVENUE STREAMS: Revenue streams are generated when customers acquire the value 

propositions on offer.  There are different ways of generating revenue: Sale of goods, pay-per-

use, subscription, borrow/rent/ƭŜŀǎƛƴƎΣ ƎǊŀƴǘƛƴƎ ƻŦ ƭƛŎŜƴǎŜǎΣ ōǊƻƪŜǊŀƎŜ ŦŜŜǎΣ ǇǳōƭƛŎƛǘȅΧ hǳǊ 

ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ŘƻŜǎƴΩǘ ƘŀǾŜ ǘƻ ōŜ ƭƛƳƛǘŜŘ ǘƻ ŀ ǎƛƴƎƭŜ ǊŜǾŜƴǳŜ ǎǘǊŜŀƳΤ ǿŜ Ŏŀƴ ŎƻƳōƛƴŜ ǎŜǾŜǊŀƭ 

different options. 

6. KEY RESOURCES: Key resources are the assets required to be able to offer or provide the 

elements we just described. We can divide the resources into 4 types:  

a. Physical: The physical assets category includes factories, buildings, vehicles, machines, 

systems, points of sale or distribution networks. 

b. Intellectual: Elements such as brands, private information, patents, copyrights, customer 

associations and databases, etc. Difficult to build, but makes all the difference. 

c. Human: People, with varying degrees of specialisation and importance, but always 

present nonetheless. 

d. Economic: Some businesses require them: credit lines, cash, equity options, economic 

guarantees, etc. 

7. KEY ACTIVITIES: To deliver the value proposition, we have to carry out a series of internal 

activities (usually including production processes, marketing, etc.). The key activities can be 

divided into the following categories: 

a. Production: Related with the design, manufacturing and delivery of a product in large 

quantities or with superior quality. 

b. Problem solving: Related with the search for new customised solutions for each 

customer. 

c. Platform/network: Related with businesses based on a platform or system that 

generates most of the value. Normally in the areas of management, maintenance or 

promotion/provision of services. 

8. KEY PARTNERS: This section defines the alliances needed to successfully execute our business 

model. These alliances complement our skills and strengthen our value proposition. As a 

consequence, we can optimise our resources and reduce uncertainty. Here are 3 different 

reasons for establishing associations: 

a. Optimisation and Economy of Scale: Basic customer-supplier relationship, aims to 

optimise resources and activities.  
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b. Reducing Risk and Uncertainty: Aim to reduce risk in competitive environments with a 

high degree of uncertainty; some startups join an association in one area while 

competing in another (lobby). 

c. Buying Certain Resources and Activities: The root cause of these associations is the 

need to get information, licences or access to customers.  

9. COST STRUCTURE: The different parts of a business model make up the cost structure. The aim is 

to identify and optimise fixed and variable costs to design a scalable business model. This is 

definitely one of the areas with the most opportunity for innovation. There are 2 broad types of 

cost structures: 

a. Based on Cost: Prioritising cost reduction and the automation or outsourcing of 

processes. 

b. Based on Value: Prioritising the value proposition. 

Lean Model Canvas 

 This model, proposed by Ash Maurya [7] unites the better aspects of Lean Model and Business Model 

Canvas in a new canvas: The Lean Model Canvas (Figura 2). 

!ƎŀƛƴΣ ƴǳƳōŜǊǎ ǎƘƻǿǎ ǘƘŜ ǊŜŎƻƳƳŜƴŘŜŘ ƻǊŘŜǊ ǘƻ ŦƻƭƭƻǿΦ .Ŝƭƻǿ ȅƻǳΩƭƭ ŦƛƴŘ ǘƘŜ ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ŜŀŎƘ ōƭƻck: 

1. PROBLEM: Identify the 3 main problems for your customer segment (related with your activity of 

course!) and find out how they resolve them, i.e. alternatives to your product. This is one of the 

Ƴƻǎǘ ŘƛŦŦƛŎǳƭǘ ŀǎǇŜŎǘǎ ǘƻ ŦƛƎǳǊŜ ƻǳǘΣ ōǳǘ ƛǘΩǎ ŀƭǎƻ ǘƘŜ Ƴƻst critical. 

2. CUSTOMER SEGMENTS: LŘŜƴǘƛŦȅ ŀƴŘ ƎŜǘ ǘƻ ƪƴƻǿ ǘƘŜ ŎǳǎǘƻƳŜǊ ǎŜƎƳŜƴǘǎ ȅƻǳΩǊŜ ƎƻƛƴƎ ǘƻ ǿƻǊƪ 

with and, most importantly, go to great lengths to find out who your early adopters or 

Figure 2: Lean Model Canvas 
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visionaries could be. This is vital because targeting a mass market with mature users is usually a 

bad idea for a startup, at least at the beginning. 

3. UNIQUE VALUE PROPOSITION: Write down a single, clear, compelling sentence about what 

ƳŀƪŜǎ ȅƻǳ ǎǇŜŎƛŀƭ ŀƴŘ Ƙƻǿ ȅƻǳΩǊŜ ƎƻƛƴƎ ǘƻ ƘŜƭǇ ŎǳǎǘƻƳŜǊǎ ǎƻƭǾŜ ŀ ǇǊƻōƭŜƳΦΦΦ ŜŀǎƛŜǊ ǎŀƛŘ ǘƘan 

done! 

4. SOLUTION: hƴŎŜ ȅƻǳΩǾŜ ƛŘŜƴǘƛŦƛŜŘ ŀƴŘ ǇǊƛƻǊƛǘƛǎŜŘ ǘƘŜ ǇǊƻōƭŜƳǎ ȅƻǳǊ ŎǳǎǘƻƳŜǊǎ ŦŀŎŜΣ ŘŜŎƛŘŜ ƻƴ 

the top 3 features of your product/service. By honing in on the features that are going to provide 

our customers with solutions, we focus on them rather than wasting time on secondary features. 

5. CHANNELS: bƻǿ ƛǘΩǎ ǘƛƳŜ ǘƻ ǿƻǊƪ ƻƴ Ƙƻǿ ǿŜΩǊŜ ƎƻƛƴƎ ǘƻ ƎŜǘ ƻǳǊ ǎƻƭǳǘƛƻƴ ǘƻ ǊŜŀŎƘ ƻǳǊ ŘŜǎƛǊŜŘ 

ŎǳǎǘƻƳŜǊ ǎŜƎƳŜƴǘΥ ǿƛǘƘ ŀ ǎŀƭŜǎ ǘŜŀƳΚ ƻƴ ǘƘŜ ƛƴǘŜǊƴŜǘΚ LǘΩǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ǇŀǘƘ ǘƻ 

customers from a comprehensive viewpoint, i.e. not only the sales phase but the customer 

experience in general. 

6. REVENUE STREAMS: Lƴ ǘƘƛǎ ōƭƻŎƪ ǿŜ ǎƘƻǳƭŘ ǊŜŦƭŜŎǘ ƻƴ Ƙƻǿ ǿŜΩǊŜ ƎƻƛƴƎ ǘƻ ƳŀƪŜ ƳƻƴŜȅΣ 

everything from different revenue streams to profit margin, customer value, retention model, 

etc. This is when we craft a money-making strategy. 

7. COST STRUCTURE: The opposite of revenue. In cost structure, write down everything that costs 

us money and the approximate monthly expenses. It goes without saying that at the start we 

should keep this as tight as possible. 

8. KEY METRICS: hƴŎŜ ǿŜΩǾŜ ŘŜŦƛƴŜŘ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎ ƳƻŘŜƭΣ ƛǘΩǎ ǘƛƳŜ 

to hit the metrics. We have to decide which activities we want to measure and how. The idea is 

to create a reduced set of actionable indicators that will help us make decisions. 

9. UNFAIR ADVANTAGE: ¢Ƙƛǎ ƛǎ ǇǊƻōŀōƭȅ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ŎƻƳǇƭƛŎŀǘŜŘ ōƭƻŎƪǎΦ LǘΩǎ ƴƻǊƳŀƭ ƛŦ ȅƻǳ 

ŘƻƴΩǘ ƪƴƻǿ ǿƘŀǘ ǘƻ Ǉǳǘ ŀǘ ǘƘŜ ǎǘŀǊǘΦ ¢Ƙƛƴƪ ŀōƻǳǘ ǿƘŀǘ ƳŀƪŜǎ ȅƻǳ ǎǇŜŎƛŀƭΣ ǎŜǘǎ ȅƻǳ ŀǇŀǊǘΣ ǿƘȅ 

your customers keep coming back for ƳƻǊŜΦ LŦ ȅƻǳ ŎŀƴΩǘ ǘƘƛƴƪ ƻŦ ŀƴȅǘƘƛƴƎΣ ŘƻƴΩǘ ǿƻǊǊȅΣ ƭŜŀǾŜ ƛǘ 

ōƭŀƴƪ ŦƻǊ ƴƻǿΦΦΦ ƛǘΩƭƭ ŎƻƳŜ ǘƻ ȅƻǳ ŜǾŜƴǘǳŀƭƭȅΦ 

BMC and Lean Model Canvas are completely valid when it comes to designing business models. Choosing 

one or another depends on the features of our company: 

¶ Business Model Canvas pays a lot of attention to areas such as key partners, resources and 

activities. It is recommended for businesses that are highly dependent on external partners (for 

example, distribution agreements); or with a large initial investment in machinery, premises, 

vehicles, etc.; or with sophisticated processes requiring homologation (these are just some 

examples). 

¶ Lean Canvas is aimed much more at online businesses for which performance metrics is the 

name of the game. Another difference is that the Lean Canvas includes a block for your unfair 

advantage, forcing you to think long and hard about your advantages over the competition, a 

make or break in the medium and long term. 
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tƻǊǘŜǊΩǎ р ŦƻǊŎŜǎ 

This model was introduced by Michael Porter [8]. It helps developing a strategy to follow to reach an 

important position with a company through the analysis of the ecosystem where the company is going to 

live. This ecosystem is represented by 5 forces (see Figure 3):  

hƴŎŜ ǿŜ ƘŀǾŜ ŘŜŦƛƴŜŘ ƻǳǊ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ōȅ ƻƴŜ ƻŦ ǘƘŜ ǇǊŜǾƛƻǳǎ ŎŀƴǾŀǎŜǎΣ ŀƴŀƭȅȊƛƴƎ ŜŀŎƘ ƻŦ tƻǊǘŜǊΩǎ р 

forces can help us to review it with a strategic mind and make changes to start with the better 

competitive situation. 

Step 4: Designing my product 

Noǿ ƛǘΩǎ ǘƛƳŜ ǘƻ ǎǘŀǊǘ ǘƘƛƴƪƛƴƎ ƛƴ ȅƻǳǊ ǇǊƻŘǳŎǘΗΗ ! ƎǊŜŀǘ .ǳǎƛƴŜǎǎ aƻŘŜƭ ƳŀƪŜǎ ƴƻ ǎŜƴǎŜ ƛŦ ǿŜ ŘƻƴΩ ƘŀǾŜ 

a good product or service to sell. We need now to thing in its details, such materials and materials and 

textures, weight, colour and aesthetics, scent, size, complements, frequency of use, resistance/ 

durability, storage options, transportable, removable partsΧ Lƴ ǎƘƻǊǘΣ ŜǾŜǊȅ ŀǎǇŜŎǘ ǘƘŀǘ ŘŜŦƛƴŜǎ ƛǘΦ 

¢ƘŜǊŜ ŀǊŜ ǎŜǾŜǊŀƭ ǿŀȅǎ ƻŦ ŘŜǎƛƎƴƛƴƎ ŀ ǇǊƻŘǳŎǘΦ /ƘƻƻǎƛƴƎ ƻƴŜ ǿƛƭƭ ŘŜǇŜƴŘ ƻƴ ǘƘŜ ǇǊƻŘǳŎǘΩǎ ŦŜŀǘǳǊŜǎΦ We 

recommend you the following: 

¶ Graphic outline: At the very least, we should conduct a proportional graphic analysis, to scale. 

Identify parts, pieces, combinations, forms of use and transport, lists of complements or 

accessories. There are many free tools like Blender [9] or Sketchup [10] that we can use to create 

a simple, three-dimensional model. 

¶ Physical outline: Mockups and prototypes, real size or built to scale, will give us important 

information. Not only on aesthetic aspects or volume but also for assembly, ergonomics, 

Figure 3: tƻǊǘŜǊΩǎ р ŦƻǊŎŜǎ 
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