
Look before you

leap

How market research can save
you from expensive mistakes

There may well be more questions than
answers but, building a business, you owe it
to yourself at least to ask the questions.
Afterall, unless you’re plain lucky, informed
judgement will always beat working blind…

Of course you can go too far and lose opportunity to
procrastination - or perhaps get hung up on the historical nature

of facts. As Body Shop’s Anita Roddick observed, market research can
be “like driving along looking in the rear-view mirror. You are
studying what has gone”. But that said, never ignore the adage ‘look
before you leap’ because in today’s competitive world, the insight -
even foresight - that follows careful market research can save you
money and put you ahead of the game.

Market research has three main functions: to identify potential
customers (segmentation); to establish what they’re looking for and
why they might buy (product differentiation); and market analysis to
underpin your business planning.

Market segmentation
With only so many hours in a day, it pays to identify groups of potential
customers with common characteristics, attitudes, tastes or features. You
want to define target markets so that you know who you’re talking to,
where they are and what makes them tick. To be useful each group must
be measurable, predictable in its buying behaviour, big enough to make
a living from and accessible / viable for your distribution.

Whether you sell to business or public, there are many different ways
of grouping audiences. For instance, by family or personal factors; by
location, occupation or industry; by buying process or volume usage;
by social class, lifestyle or psychology; by income or price
sensitivity... the list goes on. What are the key issues in your
particular field?

Product differentiation
Next, you have to distinguish your product to satisfy a market niche,
charge a fair price and make a reasonable profit. In this sense, you use
market research to establish why others might buy from you. You
should realise that people rarely buy what you sell them - and they
don’t always buy for rational reasons: usually they buy their
perception of what it will do for them, while one-upmanship or
revenge can be just as powerful drivers as need or practicality!

The important thing is to talk to your existing and potential
customers to learn the motives that apply for your particular good or
service - then dress your pitch appropriately to optimise its appeal.
Then, while you may not be able to alter the facts about your
product, you can play with different aspects - like its appearance, its
packaging, price, size, availability or delivery time, maintenance
requirements, performance or apparent quality - to make it appear
unique in its ability to meet each customer’s needs.

Market analysis
This third aspect of research is about market intelligence and will
enable you to plan your production, sales and cash forecasts at least
as well - and hopefully better - than your competition.

This means interrogating your market to discover how big it is and the
potential it offers. How is it structured? How can you best harness its
distribution opportunities? Who are your competitors? What are they
up to and why? If you can establish a good foundation of market
knowledge, you’re well on the way to knowing what to do differently
or better - and this can give you considerable competitive advantage.
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The latter may be able to sell you a useful subscription to a relevant
industry bench-mark tracking study and you could ask the Market
Research Society (www.mrs.co.uk / T: 020 7490 4911) to suggest an
appropriate firm.

But the chances are you’ll want to collect some specific new data too
and, for this, there are three main sources:

1. Experimentation. Although often ignored, for certain types of
information-gathering this can be the only source of reliable data
(for instance, the effect of advertising, design or price on sales).
Of course careful and accurate test design and analysis is vital. 

2. Observation. Watching what people actually do, rather than
what they say they do in buying and using products, can be very
useful - and it avoids the problems of memory and bias. It may be
structured or unstructured or even mechanical, using traffic
counters or meters attached to TV sets, etc.

3. Respondents. Of course most exercises involve obtaining data
from respondents by asking them questions - usually by
interview, mail or computer-prompted (CATI) telephone
conversation - and often a combination.

Within these, qualitative research has ‘touchy feely’ strengths,
useful for throwing up ideas for further investigation but risky as
a basis for decisions if the sample size is small and/or
unrepresentative. On the other hand, quantitative research tries
to measure and put numbers to things - like how many people
buy what, when, where, and so on. Good for fact, but less so for
opinion. 

But as so often, put rubbish in and you get rubbish out. You’ve got to
think hard about the questions you need answers to as you design
your research - and harder still when you interpret the results. Facts
rarely speak for themselves and being able to translate your research
findings into effective action is crucial.

That’s the why, now for the
how...
You’ll be surprised just how much useful data concerning your
industry and market already exists. Beware of non-specific, out-of-
date or biased information, but using desk research to tap into
general information can be an important part of building your
‘macro’ picture. 

The obvious thing to do is ‘surf the internet’ but while there’s some
great stuff out there, there’s also an awful lot of dross, so do be careful
not to waste hours in online distractions. It may save you time and
money to pay a professional to do your detective work for you. 

Why not make a librarian happy
by asking them your questions?
These days large public libraries,
business libraries and college
facilities will often sell time and
expertise for desk research. Be
vague and you’ll be swamped by
an expensive, impregnable
wedge of info: but hone your
instructions to a clear brief and
they can be very cost-effective.
Similarly, the Institute of
Directors (www.iod.com / T: 020

7839 1233) is very helpful, as is the Chartered Institute of Marketing
(www.cim.co.uk / T: 01628 427500).

If you really know very little about a market, try the editor of a
relevant trade journal. Finding one good contact frequently leads to
others. Remember too that many sectors offer large amounts of data
published by the Department of Trade & Industry (www.dti.gov.uk /
T: 020 7215 5000), by trade associations and by commercial market
research companies. 
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“...large public
libraries, business
libraries and
college facilities
will often sell time
and expertise for
desk research.

”

Look...
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