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The Importance of Research

So, you’ve got a great idea, the capital to 
make it happen, and you’re itching to get 
started. However, the big question persists: 
will your customers want your product or 
service? This is, of course, hugely important 
when starting a business, and it is surprising 
how often it’s neglected! The answer to this 
conundrum is surprisingly simple: conduct 
effective research.

Research enables you to assess the 
potential market, and to accurately assess 
the viability of the venture. Although it can 
be time consuming, a thorough and 
reasoned evaluation of the market is 
important to the future of your business. By 
carrying out the 5 steps listed below, you will 
be well on your way to establishing whether 
the demand for your business really exists, 
and if so, where to position your business.

Identify

It is important to identify  potential 
customers. Most entrepreneurs have an 
instinctive idea of their target market; for 
example, a retail business selling action toy 
figurines is going to target largely young 
boys and their parents. The following trigger 
words can be used to define the 
demographic for selling products or services 
for those unsure of their market:

Who are the customers? 

The gender, age, occupation, income and 
lifestyle of individual customers; and the 
size, industry type and budget for 
businesses. You can then define 
characteristics common to all customers.

What does the key demographic buy and 
in what quantities? 

An example is fast food retailers, who target 
largely children, young teens and busy 
parents  with  their promise  of  tasty, cheap 

and (in some cases) healthy food, with other 
promotional gimmicks such as “Happy 
Meals” and meal deals to ensure greater 
sales.

When do customers buy the product or 
service? 

For example, restaurant owners are likely to 
see far more business on a Friday and 
Saturday night than a Tuesday night, and 
may want to rotate staff and resources 
accordingly. 

Where customers buy the product? 

DVD retailers know that a fair proportion of 
sales are carried out online, necessitating a 
good, easy-to-use website.

Why will the customer buy the product or 
service from you rather than previously 
established competition? 

This will become the unique selling point of 
the product. 

Direct Research

The research technique required for a 
particular product or service depends on 
whether numerical information is needed, or 
a deeper understanding of consumer views 
and motivation for purchasing a product. It 
involves directly asking the customer for 
their views and opinions on your product or 
service.



The three key points to obtain from direct 
customer research are:

1. The biggest problem facing the consumer.

2. What one thing would they change to 
help with this problem?

3. What is their biggest personal difficulty?

Research can be carried out using open  or 
closed  questions. 

·    A closed question has a limited response; 
for example, a question with just a “Yes” 
or “No” answer, such as “Did you like 
Product X?” Whilst the results are easy to 
collate, it does not go into detail about the 
relative merits or faults of your product 
offering.

· An open question is likely to garner a 
longer response. For example, a 
question such as “What did you like about 
Product X?” encourages a longer 
answer. Open questions enable you to 
find out why a product or service is 
considered useful or not, and often 
provide more valuable results.

A sample  of the target market can be used 
to test the product, and give feedback. This 
can be done by contacting retailers about 
test marketing and putting prototypes in 
their stores, or by arranging free “taster” 
sessions. With both of these, even if the 
product doesn’t sell well, it enables you to 
build up a good roster of contacts for the 
future.

Desk Research

There are a myriad of data mining sources 
available, some for no charge at all, and 
others for a small purchase price, which 
allows you to research wider aspects of the 
market and possible trends.

· Most obviously, an Internet  search using 
engines such as Google or Yahoo will 
bring up hits for pretty much any topic, 
providing an insight into the market’s size 
and trends. Much of the information is 
available free, including a variety of 
articles, reports, executive summaries, 
blogs and discussion forums. A 
cautionary note is to ensure the data is 
the most recent available, and is, indeed, 
correct.

· Many trade associations  collect data 
from their members, which provide 
industry insight. The relevant association 
for your purpose can be found at 
www.taforum.org, a searchable 
database of trade associations in the UK. 
Many trade publications  also collect 
information from their subscribers.

· Alternatively, some large libraries or 
universities  will have relevant statistics. 
The Chartered Institute of Marketing has 
a list of accredited universities and 
colleges for particular industry 
specialties; much of this information will 
be available free or for a small charge 
from the relevant department.

· Government databases  are a useful 
store of national statistics. In the UK, you 
can search the national database at 
www.statistics.gov.uk. Other useful sites 
include the Office of National Statistics, 
www.ons.gov.uk, which has information 
about key demographics, the labour 
market and social trends.

· For statistics closer to home, visit 
www.neighbourhood.statistics.gov.uk, 
which       provides       figures       and



 demographics based on a city or 
postcode search, on a range of data 
including income, lifestyle and transport. 
Other websites which offer similar 
services include UpMyStreet 
(www.upmystreet.com) or Check My File 
(www.checkmyfile.com). 

· Some market research statistics can be 
purchased. For example, Mintel or Key 
Note allow you to buy reports analysing 
market trends, and consumer attitudes in 
a variety of sectors. www.marketsearch-
dir.com is a searchable database of 
worldwide reports with data collected 
from more than 700 companies.

The Competition

A competitor analysis is key to working out 
what current competitors in the market have 
to offer. This is a continuous process, which 
should be a daily part of running the 
business, not something left to occasional 
review. The two most important factors 
when analysing the competition are 
obtaining their product mix, and, to a lesser 
extent, finding businesses of similar size to 
yours, as they form the basis of your main 
competition.

It is particularly important to test competitor 
products and services, as it is the easiest 
way of understanding the barriers you will 
need to overcome when entering the 
market. The most effective way of doing this 
is to carry out a strengths and weaknesses 
analysis of your competitors. This will allow 
you to establish a niche in the market, and 
offer any services or upgrades not currently 
suggested by the competition. And to stay a 
step ahead of the competition!

It is also important to consider if the demand 
for a particular product or service will 
change over time. For example, will a 
particular product have too long a lifespan 
for consumers to return frequently, or will 
demand  for   the  product   be  undermined

by external factors, such as the economy or 
legislation? This will enable you to plan for 
the future, putting protective measures in 
place or developing the product to a wider 
market to ensure survival. 

Sector-specific information is available from 
a variety of sources:

· Industry-specific trade press  provides an 
insight into future trends and 
developments in a particular sector 
(www.britishpapers.co.uk).

· A trade association  provides access to 
market information, a directory of 
competitors and networking opportunities.

· Trade fairs  are good for meeting major 
players from specific sectors (a directory 
of trade fairs can be found at 
www.exhibitions.co.uk). 

· Trade directories  which allow wider 
searches of the industry as a whole. 
Examples include British Companies and 
Kompass Online, which list companies, 
products and services, and allow price 
comparison. For limited companies, 
financial data can be obtained from ICC 
(www.icc.co.uk) at a cost; Companies 
House equips you with tools to find 
information on registered companies. 

Indirect  competitors  are  businesses  that 



offer a different range of products or 
services that your client may buy as an 
alternative, therefore competing for the 
same portion of your customers' budgets 
(for example, for sandwich shops, indirect 
competitors would include pubs and cafés.) 
It is important to analyse these companies 
too.

What Now?

Market research will only be complete when 
you have a clear understanding of the 
market and where you can position yourself. 

As with analysing any data, it is important 
that all results are analysed fairly and 
objectively. To achieve this, keep your 
distance from the research by avoiding the 
opinions of any family members or friends, 
and asking an independent entity, not 
immediately involved with the project, to 
analyse the results. 

It is also important to take on board any 
negative comments, which are often more 
useful than positive feedback, as they offer 
ways to improve a product or service 
offering directly. There is a tendency to 
gloss over criticisms of a product in favour of 
positive feedback, or to take comments 
personally; this should be avoided.

Now you’ve got the research together, you 
should be well on your way to successfully 
targeting and positioning your new product 
in an extremely competitive market! The job 
isn’t over though... Continuing research 
once you are up and running is essential to 
staying a step ahead of the competition and 
on top of your customer’s needs. In 
particular, look for new areas of growth, 
whether by improving products or targeting 
new markets.  

About VC Consulting

VC Consulting is a full-service business 
consultancy firm based in Birmingham.  The 
company specialises in providing support to 
pre-start, start-up and micro businesses, in 
the areas of finance, marketing and 
business planning.  VC Consulting aim to 
offer cost-effective support, where we will 
facilitate you with all the resources you need 
to make a success of your business.  

If you would like more information about how 
we can help please contact us at:

VC Consulting 
Branston Court 
Branston Street
Birmingham
B18 6BA
Tel: 0121 551 2555
Fax: 0121 551 2141

www.vc-consulting.co.uk


