Wollo University
Kombolcha Institute of Technology
School of Mechanical and Chemical Engineering
Department of Industrial Engineering

Course: Entrepreneurship for Engineers
Chapter two: Creation of New Ventures

Instructor: Haileluel M. (Dr) ,Meaza E., Nigsite D. and Yared A.

Kombolcha




2. Creation of new ventures

2.1 Entrepreneurial plan
v" A written document describing the nature of the business, the sales and
marketing strategy, and the financial background, and containing a

projected profit and loss statement.

v The purpose of a Business Plan is to identify, describe and analyze a
business opportunity and/or a business already under way, examining Its
technical, economic and financial feasibility. Moreover, it should serve as
a business card for introducing the business to others: banks, investors,
Institutions, public bodies or any other agent involved, when it comes

time to seek cooperation or financial support of any kind.

v Note: Detailed plan will be discussed in part seven: business planning
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2.2 ldeas Versus Opportunities

v' “The process of how ideas come into existence, is, an inherent aspect of
entrepreneurial narrative” (Gartner 2007). Opportunity is a key theme of

entrepreneurship (Short, Ketchen, Shook, & Ireland,2009).

v' According to Sarasvathy and Venkataraman (2001) an entrepreneurial
opportunity Consists of four elements: (1) New ideas or innovations; with (2) one
or more ends, which are either subjective aspirations or objective goals. (3)
Beliefs about things favorable to the Achievement of those ends and (4) possible

Implementations of those ends through the creation of new economic artifacts.

v" In other words, entrepreneurial opportunity consists of a set of ideas, beliefs and
actions that enable the creation of future goods and services in the absence of

current markets for them (Venkataraman,1997).




2.2 ldeas Versus Opportunities
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2.2 ldeas Versus Opportunities

Opportunity Development—(From idea to business concept) involves
uncertainty. However uncertainty gradually decreases as time goes-
As the entrepreneur becomes aware of the opportunities through
time and strategic and tactical approaches to over come challenges.

Opportunity development and uncertainty

Knowledge What we don'‘t know

Opportunity development and uncertainty (Moenaert & Souder, 1990)
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2.3 Commercialization of Technology based innovation

v’ Technology transfer entails an agreement and presupposes a payment and,
therefore, the commercialization of knowledge is inherent to this
process.(Hamidial ,2011; Rast ,2012 and Chilana ,2015).

v'The technology transfer can be defined as an agreement in which
technology flows from an entity that owns the technology (the provider)
to an entity seeking the technology (the receiver).(Lopez and Mauricio
,2018)

v “Technology commercialization is the process of converting ideas into
businesses and consequentially, jobs,” says Shad Sleeth, assistant director
of Bradley University’s Technology Commercialization Center.

v “CT plays a critical role in economic development, as it effectively
transfers ideas from the mind or the laboratory to the marketplace.




2.3 Commercialization of Technology based innovation

Primary sources of new technology are universities, laboratories or
Researchn and Development divisions within private-sector
companies In which knowledge is the primary outcome (Cindy

Patterson,2009).

However, to have social and economic impact, additional value must
be created. Commercialization is the process through which such
value Is Infused into an innovation by coupling the innovation with
the business development necessary to build a revenue- and job-

producing entity.” (Cindy Patterson,20009).




2.3 Commercialization of Technology based innovation

1. Opportunity

This phase consists of identifying the scientific and commercial value of the
discovery. For many inventors and scientists, the scientific value may be

more straightforward than revealing the commercial value.

The commercial value is simply that there is a market and customers who
are willing to pay for your technology—that it meets a need, either real or
perceived. Key steps in this process include cultivating a professional
network in your field of expertise, research and documentations an integral
part of the protection of your innovation. Keep detailed records and do not
make public disclosures concerning your idea. Sharing your idea without
proper “non-disclosures” may jeopardize the future protection of your
concept.




2.3 Commercialization of Technology based innovation

2. Protection: Once a meticulous description of the discovery is
complete, a patent, trademark or copyright protection process can
be initiated.

v A patent gives you the exclusive right to prevent others from

making and selling your invention.

v" Trademarks offer protection for brands, symbols, logos and

colors.

v Copyrights protect original works of authors, composers,
programmers and screenwriters. In some cases, acquiring a patent
may take longer than the window of opportunity for

commercialization will allow.




2.3 Commercialization of Technology based innovation

3.Business Case and Commercialization Plan

This step determines if the innovation or discovery is truly feasible. “Will the dogs
eat it?” a phrase that could describe the development or creation of the business
case. It involves a comprehensive analysis of the industry and market, creating the
value proposition, and close identification of the customer. It is imperative to hone iIn
on the customers’ needs and expectations , as it will impact everything from product

features to the distribution plan.

It needs to document the business operations, policies, legal structure of the business,
marketing and growth plans, financials, and the team needed to make your venture a
success. The next Steps, is to provide detailed feedback on commercialization plans

and informal networking between innovators and investors.
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2.3 Commercialization of Technology based innovation

3.Building the Team and Securing Capital

v

Investors need to be assured that you have the necessary expertise to
execute your plan. In this phase, “you have typically exhausted
your friends, family and fools network and need additional funding to

move forward,”

“You will need to prove to investors that you can make progress on your
commercialization plan in a specified amount of time.” Ownership issues
and partnership opportunities need to also be considered and outlined for

the Investors.

It can connect any business to angel investors, venture capital funds and

other state and federal grant opportunities.
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2.3 Commercialization of Technology based innovation

4. Executing the Plan and Developing the Product

v' preparation for starting the business or executing your commercialization
plan. This phase includes the deal-making negotiations of selling the
technology to an existing business or the start-up process of a new

business venture.

v Roughly, the start-up process includes finding a physical location to
operate your business, hiring personnel, physically organizing your
business workflow, stocking supplies, developing prototypes and general

administrative organization.

v At every step along the way, the business development plan will need to
be reviewed, modified and refined. As new businesses grow, they

collectively create significant jobs.
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2.3 Commercialization of Technology based innovation

What are the typical steps in the process? The typical process is summarized in “The

8 Steps of Technology Commercialization’:

v’ Step 1: Research

Step 2: Invention disclosure

Step 3: Assessment

Step 4: Patenting

Step 5: Identifying potential licensees

Step 6: Neqgotiation

D N N N N NN

Step 7: Licensing

v’ Step 8: Revenue & commercialization

*» Note: these steps can vary in sequence and often occur simultaneously (
University of Texas at Austin, Office of Technology Transfer,)
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https://research.utexas.edu/otc/process-of-technology-commercialization/assessment-3-in-the-8-steps-of-technology-commercialization/
https://research.utexas.edu/otc/process-of-technology-commercialization/patenting-4-in-the-8-steps-of-technology-commercialization/
https://research.utexas.edu/otc/process-of-technology-commercialization/identifying-potential-licensees-5-in-the-8-steps-of-technology-commercialization/
https://research.utexas.edu/otc/process-of-technology-commercialization/negotiation-and-due-diligence-6-in-the-8-steps-of-tech-commercialization/
https://research.utexas.edu/otc/process-of-technology-commercialization/licensing-7-in-the-8-steps-of-technology-commercialization/
https://research.utexas.edu/otc/process-of-technology-commercialization/revenue-commercialization-8-in-the-8-steps-of-technology-commercialization/

2.4 Formation, development & Growth of Technology based new enterprises

2.4.1 Formation of technology based enterprise

v Enterprise can be formed based on either based on the commercial

registration and licensing law 980/2016 of Ethiopia. (available
online).

v According to this commercial code part two no person shall obtain
any kind of business license without being registered In
commercial register at place where his business head office Is
located.

v Founders or members of the business organization shall before
signing the memorandum and article of association apply to
registering office and get verification that an other person has not
occupied the name of the business organization.
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2.4 Formation, development & Growth of Technology based new enterprises

2.4.1 Formation of technology based enterprise
v Business organization shall attain legal personality up on

registration.

v' The business organization shall be publicized in news paper

having nationwide circulation at the time of establishment.

v Commercial registration shall be cancelled if the business person
abandons his business for any reason; if court decision is passed;
registered using false information, violation of proclamation and
regulations, working without business license after commercial

registration.
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2.4 Formation, development & Growth of Technology based new enterprises

2.4.1 Formation of technology based enterprise

According to cooperative Councils of Ministers Regulation No.
106/2004 to Provide for the implementation of Cooperative
Societies Proclamation No.147/ 1998. Primary cooperative
society shall be established by voluntary individuals who live or
work In the same area or engaged in the same profession.
Number of members establishing the society shall not be less
than ten. The appropriate authority shall, taking into account the
economic efficiency, determine the least number of establishing

members through directives issued by itself.
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2.4 Formation, development & Growth of Technology based new enterprises

2.4.2 Development and growth of technology based enterprise
v Manufacturing enterprises development is more challenging than
trade and service sector. Because they require more technical
skills, infrastructure, conducive business environment, technology,

working premises, market support.

v" Enterprise can grow from Micro to small; from small to medium,

from medium to large and or very large

v'The following table describes the meaning and development stage

of micro, small and medium enterprises in Ethiopia.
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2.4.3 Definition of Micro, Small , Medium Enterprises (MSME) In Ethiopia

The definition of micro and small enterprise varies among different countries of the
world depending on their level of development and other contextual factors.

Definition of Micro and small Enterprises in Ethiopia

Level of the Sector No. Total asset
enterprise employee
Industry | <5 <100000($6000 or E4500)
Micro Service |<5 < 50,000($3000 or E2200)
Industry | 6-30 < birr 1.5 million ($9000 or E70000)
Small Service |6-30 < birr 500,000($30000 or E 23000)

Source : Micro and small enterprise development Strategy of Ethiopia, 2010

Medium

manufacturing

31-100

1,500,000-20,000,000 ETB

Source: (FeSMEDA, Regulation 373/2016)
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2.4.4 Growth Stages of Micro, Small , Medium Enterprises (MSME)

)

o0

4

Stage of enterprise development differs from country to
country.

In Ethiopia the micro and small enterprises development
strategy,(2010,2013) describes that micro enterprise pass
through three growth stage and same works for small
enterprise.

The fist stage Is Startup, the second Is growth stage and
the third 1s maturity stage and then finally it will be
graduating to medium startup enterprise. This can be
summarized in the table below
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2.4.4 Growth Stages of Micro, Small , Medium Enterprises (MSME) In Ethiopia

Growth stage of Enterprise (MSE Strategy,2010,2013)

N.o | Level of Growth stages Description
enterprise
1 M iCFO Startup M PPy RV FCTELLHTT A w/E €A PAFE APF AT h+APLR PHIUCT
Enterprise +&mF NPLLEM PO.MNPNTFOY F+IUCT NMMSTPPT NM-LFT NMUNCG AT

NIAAN N9 AINN +L48+m PLAFDT ®MNT h+APR P4L267N +2MF
NEC NM-AL ML 4 PITFTYT PMPhTTt 10 egopld /EML B4
ATHECTELLH MIR Ak9® LH PMIZEST  A1A9IAF PAchmt  +9NC
P e CNT 10

Growth ATE ATHCTEL2H P AMM-Y &I& +MPI NINL AL NPIT NDLTHS
NAPCNTF +M88L AT F44M 1k NeMETF NZITH 10 NHU £2E
PA RIVTHCTL2H Nl L8 NINLO: ¢ ° PO PW .M PAM- JLA
eMCT PMPAA UNT M7 0L7F £9LPA: NHTILT AV HCTELH
PYAN APPH 2CO%F PO, MPI LUTA::

Maturity nNe ohm +mL88LT TCEM UF eINPe LCAMT AMALT +mTs
RIANNTE@YE N4 AR NPAGT AHCS P+Pa M- +CaT, oL CF (,PTAT
me EMs AN+ 0L AA h& mBA POLIT 848 ARIIC LI NAANT
228 ®PPT AIPCTLLH NAPT NINE @A +M88LT FC4EM UF
PMemA ALY IO
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2.4.4 Growth Stages of Micro, Small , Medium Enterprises (MSME) In Ethiopia

Growth stage of Enterprise (MSE Strategy,2010,2013)

N Levelof | Growth Description
" | enterprise | stages

2 Small Startup | A1h+¥ KITCTERHFY At &A1 PATE APF AT N+APR PRPUCT +EMF
Enterprise NPLLE® PO MNPNFE-Y FRUCT NTIMST$PT NM-LFT NMUNC AT NIANN N ANN
+24 B @ PLAFDT *MNGT h+HAPR 4.£5%0 +2MT NEC NEP@-NE ML &4 P+
PPNFT 1@ PRl (Bl 848 RYHCTEEH MIR AR9° £H PMIRLET R1AINT
PARAMT +aNC eMEICNT 10>

Growth ATE RKIFPCTELH PO NMMTY &6 +MmPT NINPE AL NPIT NE&+T NAPCNT
+m882 AUPIT 44Tk NEMLTFT ALITD 10 NHU £48 PA AV HCTELLH
Nl d 828 NN 0 P PWim PAM- J2A €BCT PMPAA UNT oM
0Lt £9L4PA: N+ LI AV HCTELEH PUNN APLPH 2CoHT PM.MPT LUTA::

Maturlty NINe N +MLLLT FC4M UF PINP ECADT AMALY +eh ™ A TNNT Y
NAe AL NPAS AHCS PHPMm-Y FC3mM ol CF (,PMAT ML F81 ®hhAT
ANAIIC LTI NAANT £28 ATNTT AYFCTELLH NAPY NINE BN +ME8LT
FCEM PP PbmA NPT 10 ;-
3 Medium | ARIN+HE AIHCTELLH PHemmamT PAD YLAS MPAA YNT oM7Y paoN i

startup | Po£7% 248 NMA& ®L NP £4E e+J74 PRITCTLLH POLTT £48 MAT
-
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