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creativity and the business idea
	Learning Objectives


1

To identify various sources of ideas for new ventures.
2
To discuss methods available for generating new venture ideas.
3

To discuss creativity and the techniques for creative problem solving.
4

To discuss the aspects of the product planning and development process.
5

To discuss aspects of e-commerce and starting an e-commerce business.
	CHAPTER OUTLINE AND TEACHING NOTES

	OPENING PROFILE— Frederick W. Smith

I.
SOURCES OF NEW IDEAS



A.
A sound unique idea for a new product or service, properly evaluated, is essential to successfully launch a new venture.



B.
Consumers.




1.
Potential entrepreneurs should continually pay close attention potential customers.




2.
This can be an informal or formal survey of consumers expressing their opinions.




3.
Be sure that the idea represents a large enough market.



C.
Existing Products and Services.



1.
Potential entrepreneurs should establish a formal method for monitoring and evaluating the products and services in the market.




2.
This may uncover ways to improve on present products, resulting in new product or service ideas.



D.
Distribution Channels.




1.
Because they are familiar with the needs of the market, channel members often have suggestions for new products.




2.
These channel members can also help in marketing the new product.



E.
Federal Government.




1.
The files of the Patent Office contain numerous new product possibilities.





a.
The patents can suggest other new product ideas.





b.
Several government agencies and publications, such as the Official Gazette, monitor patent applications.




2.
New product ideas can also come in response to government regulations.



F.
Research and Development.



1.
The largest source for new ideas is the entrepreneur’s own research and development.




2.
This can be a formal endeavor connected with one’s current employment or an informal lab in the garage.
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Learning Objective 1.

To identify various sources of ideas for new ventures.
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As Seen in Entrepreneurship Magazine: Provide Advice to an Entrepreneur About Becoming More Creative.
Learning how to be more creative is like learning any skill: You gain expertise over time. (Box in text on page 137)
PowerPoint Slide 5-4 (Transparency Master 5-1)
“Sources of Innovation” (See PowerPoint slide show beginning on page 135 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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“Impediments to Creativity” (See PowerPoint slide show beginning on page 135 of this manual.)
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PowerPoint Slide 5-6
“Organizational Hindrances to Creativity Process” (See PowerPoint slide show beginning on page 135 of this manual.)
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“Barriers to Creative Decision-Making” (See PowerPoint slide show beginning on page 135 of this manual.)
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II.
METHODS FOR GENERATING IDEAS



A.
There are several methods to help generate and test new ideas as a basis for the new venture.



B.
Focus Groups.



1.
Focus group interviews involve a moderator leading a group through an open in-depth discussion rather than simply asking questions.




2.
The moderator focuses the discussion on the new product area in either a directive or nondirective manner.




3.
The participants are stimulated by comments from other group members in developing a new product idea.




4.
The focus group is also an excellent method for initial screening of ideas and concepts.



C.
Brainstorming.



1.
Brainstorming allows people to be stimulated to greater creativity by participating in organized group exercises.




2.
When using brainstorming four rules are followed:





a.
No criticism is allowed by anyone in the group.




b.
“Freewheeling” is encouraged.





c.
Quantity of ideas is desired.





d.
Combinations and improvements of ideas are encouraged.




3.
Brainstorming sessions should be fun with no one dominating or inhibiting the discussion.


D.
Problem Inventory Analysis.



1.
Problem inventory analysis uses individuals in a manner similar to focus groups, but instead of generating new ideas, consumers are given a list of problems for a general product category.




2.
They are then asked to identify products in this category that have those problems.




3.
It is often easier to relate known products to suggested problems in the creation of new product ideas.




4.
Problem inventory analysis should be used primarily to identify product ideas for further development.



5. 
Results from product inventory analysis must be carefully evaluated as they may not actually reflect a new business opportunity.
	Learning Objective 2.

To discuss methods available for generating new venture ideas.
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Focus groups.

Group of individuals providing information in a structured format.
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Brainstorming.

A group method for obtaining new ideas and solutions
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Problem inventory analysis.

A method for obtaining new ideas and solutions by focusing on problems.

Text Table 5.1 

“Problem Inventory Analysis” (Text figure on page 139)
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“Creative Process” (See PowerPoint slide show beginning on page 135 of this manual.)
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III.
CREATIVE PROBLEM SOLVING



A.
Creative problem solving is important in identifying a new product, but personal creativity declines with age, education, lack of use, and bureaucracy.



1.
Creativity generally declines in stages.




2.
Latent creative potential can be stifled by perceptual, cultural, emotional, and organizational factors.



B.
Brainstorming, the most widely used technique, can generate possible ideas about a problem in a limited time through spontaneous contributions of participants.




1.
Once the problem statement is prepared, 6 to 12 individuals are selected, with no group member being an expert in the field of the problem.



2.
All ideas are recorded, with no criticism allowed.



C.
Reverse Brainstorming.



1.
Reverse brainstorming is similar to brainstorming, except that criticism is allowed.




2.
Since the focus is on the negative aspects of a product or service, care must be taken to preserve group morale.




3.
The process usually involves identifying everything wrong with an idea, then a discussion of ways to overcome the problems.



D. 
Brainwriting.



1. 
Brainwriting is a form of written brainstorming.




2. 
It is silent, written generation of ideas by a group of people.




3. 
Participants write their ideas on special forms that circulate within the group.



E.
Gordon Method begins with group members not knowing the exact nature of the problem.




1.
The entrepreneur starts by mentioning a general concept associated with the problem and the group responds with ideas.




2.
The actual problem is then revealed, enabling the group to make suggestions for implementation.



F.
Checklist Method.




1.
A new idea is developed through a list of related issues.




2.
The entrepreneur can use the list of questions to guide the development of an idea.



G.
Free Association.



1.
One of the simplest methods to generate new ideas is free association.



2.
A word related to the problem is written down, then another, with each word adding something to the thought process.



H.
Forced Relationships.



1.
Forced relationships try to force relationships among some product combinations.




2.
The steps in the process:





a.
Isolate the elements of the problem.





b.
Find the relationships between these elements.





c.
Record the relationship in an orderly form.





d.
Analyze the relationships to find ideas.





e.
Develop new ideas from these patterns.



I.
Collective Notebook Method.



1.
A small notebook is prepared including a statement of the problem, blank pages, and background data.




2.
Participants consider the problem and its solution, recording ideas several times a day.




3.
A list or summary of the best ideas becomes the topic of a final creative focus group.



J.
Attribute Listing.



1.
Attribute listing is an idea-finding technique requiring the entrepreneur to list the attributes of a problem and look at each from a variety of viewpoints.




2.
Unrelated objects can be brought together to form new combinations and possible uses.



K.
Big-Dream Approach.




1.
The big-dream approach requires the entrepreneur to dream about the problem and its solution, thinking big.




2.
Ideas should be conceptualized without any constraints.



L.
Parameter Analysis.



1.
Parameter analysis involves parameter identification and creative synthesis.




2.
Parameter identification analyzes variables in the situation to determine their relative importance.




3.
The relationship between parameters that describe the underlying issues is examined and a solution developed (creative synthesis.)


M. 
Opportunity Recognition.



1. 
Some entrepreneurs have the ability to recognize a business opportunity which is fundamental to the entrepreneurial process.




2. 
The keys to recognizing an opportunity lies in the knowledge and experience of the individual entrepreneur.




3. 
Other important factors are entrepreneurial alertness and entrepreneurial networks.
	Learning Objective 3.

To discuss creativity and the techniques for creative problem solving.
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Creative problem solving.

A method for obtaining new ideas focusing on the parameters.
PowerPoint Slide 5-11 (Transparency Master 5-4)
“Creative Problem Solving” (See PowerPoint slide show beginning on page 135 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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Text Table 5.2 

“Creative Problem-Solving Techniques” (Text table on page 140.)
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Reverse brainstorming.

A group method for obtaining new ideas focusing on the negative.
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Gordon Method.

Method of developing new ideas when the individuals are unaware of the problem.
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Checklist method.

Developing a new idea through a list of related issues.

As Seen in Entrepreneurship Magazine: Try This Technique for Creative Solutions.
Using something unusual to launch your thinking can generate ideas you wouldn’t otherwise consider. (Box in text on page 141)
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Free association.

Developing a new idea through a chain of word associations.
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Forced relationships.

Developing a new idea by looking at product combinations.

Text Table 5.3 

“Illustration of Forced Relationship Technique” (Text table on page 142.)
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Collective notebook method.

Developing a new idea by group members regularly recording ideas.
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Attribute listing.

Developing a new idea by looking at the positive and negatives.

[image: image23.wmf]KEY

TERM


Big-dream approach.

Developing a new idea by thinking without constraints.
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Parameter analysis.

Developing a new idea by focusing on parameter identification and creative synthesis.

Text Figure 5.1 
“Illustration of Parameter Analysis” (Text figure on page 143.)
Text Figure 5.2

“A Model of the Opportunity Recognition Process” (Text figure on page 144)
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IV.
PRODUCT PLANNING AND DEVELOPMENT PROCESS



A.
Once ideas emerge they need further development and refinement.




1.
The production planning and development process is divided into five major stages.




2.
This process results in the start of the product life cycle.


B.
Stage 1: Establishing Evaluation Criteria.



1.
Criteria for evaluation should be all-inclusive and quantitative enough to screen the product carefully.




2.
A market opportunity and adequate market demand must exist.




3.
Current competing producers, prices, and policies should be evaluated in their impact on market share.




4.
The new product should have synergy with existing management capabilities.




5.
The proposed product should be supported by and contribute to the company’s financial well-being.




6.
The compatibility of new product’s production requirements with existing plant, machinery, and personnel should be evaluated.




7.
Entrepreneurs should formally evaluate an idea throughout its evolution.



C.
Stage 2: Idea Stage



1.
Promising new product ideas should be identified and impractical ones eliminated.




2.
In the systematic market evaluation checklist method, each new product idea is expressed in terms of its chief values, merits, and benefits.




3.
This technique can be used to determine which new product alternatives should be pursued and which should be discarded.



4.
The company should also determine the need for the product and its value to the company.




5.
Need determination should focus on the type of need, its timing, the users involved, the importance of marketing variables, and the overall market structure and characteristics.




6.
In determining the product’s value to the firm, financial scheduling should be evaluated.



D.
Stage 3: Concept Stage.



1.
In the concept stage the refined idea is tested to determine consumer acceptance.




2.
One method of testing is the conversational interview in which respondents are exposed to statements that reflect attributes of the product idea.




3.
Features, price, and promotion should be evaluated in comparison to major competitors.



E.
Stage 4: Product Development Stage.




1.
In this stage, consumer reaction to the physical product is determined, often through a consumer panel.




2.
The panel can be given samples of the product and competitors’ products to determine consumer preference.



F.
Stage 5: Test Marketing Stage.



1.
A market test can be done to increase the certainty of successful commercialization.




2.
The test marketing stage provides actual sales results, which indicate the acceptance level of consumers.
	Learning Objective 4.

To discuss the aspects of the product planning and development process.
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Product planning and development process.

The stages in developing a new product.
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Product life cycle.

The stages each product goes through from introduction to decline.
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Text Figure 5.3 
“Product Planning and Development Process” (Text figure on page 145.)
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Idea stage.

First stage in product development process.
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“Determining New Product Value” (See PowerPoint slide show beginning on page 135 of this manual.)

[image: image30.jpg]-Cash ’\,/{ )

outflows 1 \

\ Inflow J(k&

Net \
El\F’\rofit m
. \

‘Relative Return
E!CO%pared To Other Investments




[image: image31.wmf]KEY

TERM


Concept stage.

Second stage in product development process.

Text Table 5.4 

“Determining the Need for a New Product Idea” (Text figure on page 148)
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ETHICS. 

Marketers should make a special point of considering the ethical aspects when designing the products. (Box in text on page 146)
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Product development stage.

Third stage in product development process.
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Test marketing stage.

Final stage before commercialization in product development process.
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PowerPoint Slide 5-17
“Stages of Innovation” (See PowerPoint slide show beginning on page 135 of this manual.)
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Text Figure 5.5 
“Determining the Value of a New Product Idea” (Text figure on page 149)

	
V.
E-COMMERCE AND BUSINESS START-UP AND GROWTH



A.
The Role of E-Commerce.



1. 
Both business-to-business and business-to-consumer e-commerce sales continue to increase.




2. 
The largest e-commerce growth occurs during the fourth quarter holiday season, although there has been growth in all quarters.



3.
Factors that facilitate the growth of e-commerce are:





a.
The widespread use of personal computers.





b.
The adoption of intranets in companies.





c.
The acceptance of the Internet as a business communications platform.



B.
Using E-Commerce Creativity.




1.
The Internet is especially important for small and medium-sized companies as it lets them minimize marketing costs while reaching broader markets.




2.
An entrepreneur starting an Internet commerce venture needs to address many of the same strategic and tactical questions as other companies plus some specific online issues.





a.
One decision is whether to run the Internet operations within the company or outsource these operations.





b.
If handled inhouse, expensive equipment, software, and support services have to be maintained.





c.
There are numerous possibilities for outsourcing the Internet business.




3. 
The entrepreneur can hire web developers to design the web page or use an e-commerce software package.




4.
The two major components of Internet commerce are front-end and back-end operations.





a.
Front-end operations are encompassed in the website’s functionality, such as search capabilities, shopping cart, and secure payment.





b.
Back-end operations involve integrating customer orders with distribution channels and manufacturing capabilities.



C.
Website.



1.
The use of websites by entrepreneurial firms is increasing.




a. 
Yet the majority of small businesses do not feel they have the business ability to build their own website.





b. 
The entrepreneur needs to structure the website to effectively engage the target market.





c. 
The material must be fresh and updated regularly.




2.
There are several important features of every website.





a.
Each website should have search capabilities.





b.
Other functions include shopping cart, secure server connection, credit card payment, and customer feedback features.





c.
Orders and other sensitive customer information should be transferred only through secure servers.





d.
The site should also have an e-mail response system for customer feedback.



3.
A successful website has three characteristics: speed, speed, and speed.





a.
A website should be easy to use, customized for specific market target groups, and compatible with different browsers.





b.
If the company is targeting international markets, then translation and cultural adaptation need to be considered.




4.
The website address should appear on all marketing materials.


D.
Tracking Customer Information.



1.
Electronic databases support personal marketing targeted at individual clients.




2.
However, care must be taken to follow the laws protecting the privacy of individuals.



3.
The U.S. government has generally maintained a policy of noninvolvement with Internet regulation, but the Federal Trade Commission has also pressed for new laws to protect minors.



E.
Doing E-Commerce as an Entrepreneurial Company.




1.
The decision to go online for the first time and develop an e-commerce site needs to be a strategic one.




a.
The products should be able to be delivered economically and conveniently.





b.
The product has to be interesting for a large number of people, and the company must be ready to ship the product out of its geographical location.




c.
Online operations have to bring significant cost reductions compared with brick-and-mortar operations.





d.
The company must be able to economically draw customers to its website.




2.
Conflict between traditional and online marketing channels can lead to a hostile, competing position of once partnering companies.
	Learning Objective 5
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PowerPoint Slide 5-19 (Transparency Master 5-7)
“Checklist for Website Design” (See PowerPoint slide show beginning on page 135 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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VI.
IN REVIEW: SUMMARY.


See “Learning Objectives Revisited” below.
	


	learning objectives revisited


Learning Objective 1.
To identify various sources of ideas for new ventures.

· Potential entrepreneurs should continually pay close attention to potential customers.
· Monitoring and evaluating the products and services in the market may uncover ways to improve on present products.

· Channel members are an excellent source of new ideas as they are familiar with the needs of the market.

· The Federal Government’s Patent Office files contain numerous new product possibilities and new product ideas can also come in response to government regulations.

· The entrepreneur’s own research and development efforts are the largest source of ideas.

Learning Objective 2.
 To discuss methods available for generating new venture ideas.

· The focus group can be used to initially screen ideas and concepts.

· Brainstorming allows people to be stimulated to greater creativity by participating in organized group exercises.

· Problem inventory is similar to focus groups, but instead of generating new ideas, consumers are given a list of problems for a general product category.

Learning Objective 3.
 To discuss creativity and the techniques for creative problem solving.

· Creativity is important in identifying a new product.

· Brainstorming, the most widely used technique, can generate possible ideas about a problem in a limited time through spontaneous contributions of participants.

· Reverse brainstorming is similar to brainstorming, except that criticism is allowed.

· Brainwriting is silent, written generation of ideas by a group of people.
· Gordon Method begins with group members not knowing the exact nature of the problem.

· Using the checklist method a new idea is developed through a list of related issues.

· One of the simplest methods to generate new ideas is free association.

· Forced relationships try to force relationships among some product combinations.

· Using the collective notebook method participants consider the problem and its solution, recording ideas several times a day.

· Attribute listing is an idea-finding technique requiring the entrepreneur to list the attributes of a problem and look at each from a variety of viewpoints.

· The big-dream approach requires the entrepreneur to dream about the problem and its solution, thinking big.

· Parameter analysis involves parameter identification and creative synthesis.

· The keys to recognizing an opportunity lies in the knowledge and experience of the individual entrepreneur.

Learning Objective 4.
To discuss the aspects of the product planning and development process.

· Stage 1(Establishing Evaluation Criteria: Criteria for evaluation should be all-inclusive and quantitative enough to screen the product carefully.

· Stage 2(Idea Stage: Promising new product ideas should be identified and impractical ones eliminated.

· Stage 3(Concept Stage: The refined product idea is tested to determine consumer acceptance.

· Stage 4(Product Development Stage: Consumer reaction is determined, often through a consumer panel.

· Stage 5(Test Marketing Stage: A market test can be done to increase the certainty of successful commercialization.

Learning Objective 5.
To discuss aspects of e-commerce and starting an e-commerce business.

· Both business-to-business and business-to-consumer e-commerce sales continue to increase.
· In starting an Internet venture, the entrepreneur needs to address strategic and tactical questions, such as whether to create the webpage inhouse or hire others.
· An Internet presence must address both front-end and back-end operations.

· Every webpage should have key function such as shopping cart, secure server connection, credit card payment, and customer feedback features.

· Tracking customer information through electronic databases can help the venture personalize marketing, but privacy of individuals must also be protected.

· The firm must be able to deliver the products economically and conveniently.

	key terms


Attribute listing. An idea-finding technique requiring individuals to list attributes of an item or problem and then evaluate each attribute from a variety of viewpoints.

Big-dream approach. This approach requires the individual to dream as grandiose a dream as possible without worrying about the practicalities of implementation.

Brainstorming. An unstructured process of generating all possible ideas about a problem without worrying about the practicalities of implementation.

Checklist method. This method requires the individual to prepare a list of related issues or suggestions.

Collective notebook method. This problem solving method requires a notebook, including a statement of the problem, ample blank pages, and any background data pertinent to the problem.

Concept stage. Ideas passing the initial screening enter the concept stage where they are developed into more elaborate product concepts.

Creative problem solving. Techniques ranging from attribute listing to parameter analysis which help to unlock creativity and to generate ideas.

Focus groups. A focus group interview involves a moderator leading a group of people through an open and in-depth discussion.

Forced relationships. A technique for developing new products by asking different questions about ideas and new idea combinations.

Free association. A simple problem solving technique where a word or phrase is used to stimulate a more developed thinking process.

Gordon method. This technique depends on a group leader, the only one aware of the actual problem, who then leads the rest of the group through the problem solving process.

Idea stage. In this stage, suggestions for new products are obtained from all possible sources, and all available devices for generating new products are employed.

Parameter analysis. This is a matching process involving the parameter identification and creative analysis.

Problem inventory analysis. A method of generating new ideas that uses the customers in a manner analogous to the focus group.

Product development stage. In this stage, the new product is further developed into a prototype and tested.

Product life cycle. This cycle is generally divided into four major stages: product introduction, market growth, market maturity, and sales decline.

Product planning and development process. Generally divided into five major stages: idea stage, concept stage, product development stage, test marketing stage, test marketing stage, and commercialization stage.

Reverse brainstorming. Similar to brainstorming, but criticism is allowed and encouraged as a way to bring out possible problems with the ideas.

Test marketing stage. This, the last step in the evaluation process, provides actual sales results indicating the acceptance level of customers in real market conditions.

	research tasks and class discussions



The text includes several topics for student research and class discussions. These questions are open-ended, and the answers will be different for each student. There are no “correct” answers.

Research tasks:

1. Choose a product or technology. Interview five consumers who buy that product and ask them what major problems they have with the product (or what major things they dislike about it). Then ask them to describe the attributes of the “perfect product” that would satisfy all their needs and replace the existing product. Next, interview the representatives of five companies that offer the product and ask them what they believe are the major problems customers experience with their product and to come up with some futuristic solutions.
2. Obtain a patent of a technology (e.g., go to the patent office website) and come up with 10 creative uses of the technology.
3. Choose three different products that you might be interested in purchasing and that are sold on the Internet. For each product, visit three websites and go through the process as if you were going to actually purchase the product. Which website was the best? Why? Which was the worst? Why? If you could create the perfect website, what features would it have?
 
Class Discussions
4. Take the following problem statement and brainstorm solutions. Be prepared to present your three most “creative” solutions. Problem statement: “Customers too frequently use an airline and fly to a destination only to find out that their luggage has not arrived.”
5. Choose a product and use the checklist method to develop new ideas. Be prepared to state your product and the three most creative ideas generated.
6. Do you think that the Internet can be a source of advantage for one firm over other firms or do you think that it is a necessity just to be able to compete? Be prepared to justify your answer. 
	Visual Resources


The PowerPoint presentation for this chapter, shown on the following pages, includes the following slides.
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Sources of Innovation (Also presented as Transparency 5-1 in Section 6 of this manual.)
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Impediments to Creativity
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Organizational Hindrances to Creativity Process
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Barriers to Creative Decision-Making
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Sources of New Ideas (Also presented as Transparency 5-2 in Section 6 of this manual.)
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Methods of Generating Ideas (Also presented as Transparency 5-3 in Section 6 of this manual.)
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Creative Process 
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Creative Problem Solving (Also presented as Transparency 5-4 in Section 6 of this manual.)
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Invention Process
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Additional Sources of New Ideas (Also presented as Transparency 5-5 in Section 6 of this manual.)
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Determining Need
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Determining New Product Value
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Sources of Extraordinary Profit
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Stages of Innovation
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E-Commerce and Startup (Also presented as Transparency 5-6 in Section 6 of this manual.)
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Checklist for Website Design (Also presented as Transparency 5-7 in Section 6 of this manual.)
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