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Stop guessing: How market research builds products that win

Description

Stop guessing what to build. This guide shows you how to use proven market research
methods to find your ideal customer, validate your idea, and build a product that wins.

Learn how to conduct effective market research for your startup. This guide covers the 10
most important research methods, how to calculate your TAM, and how to find your first
customers.

Introduction: The cost of a bad guess

What is the number one reason startups fail? [ta??s not a lack of funding or a brilliant team.
According to a landmark study by CB Insights, the top reason is 8??no market need.a?.
They built a solution for a problem that didna??t exist.

Market research is the single most effective tool for reducing this risk. I1ta??s not an academic
exercise; ita??s the art of listening to the market before you bet your company on a guess.

e As Eric Ries teaches in a??The Lean Startup,a?ethe goal is to achieve a??validated
learninga?e by constantly testing your assumptions with real customers.

e Cindy Alvarez, in her book &??Lean Customer Development,a?e makes it clear: your
job is to a??stop building and start listening.a?e

Smart founders dona??t fall in love with their first idea. They fall in love with their
customersa?? problems. This guide shows you how to find it.

Part 1: Start with a great research question
Before you do any research, you must define what you need to learn. A good research

guestion is the foundation of the entire process. Dona??t start by asking, a??Do people like
my idea?a?e Start by asking questions about their lives and their problems.
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e Bad Question: 4??Would you pay $20 for my new productivity app?a?e (This is a

leading question.)

e Good Question: a??Tell me about the biggest challenges you face in managing your
daily tasks.a?e (This is an open-ended question that encourages a story).

Part 2: Your market research toolkit (10 proven methods)

Here are the 5 most common qualitative and quantitative methods, along with their pros and

cons.
Method Type Method Best For Pros Cons
Time-
Qualitative 1. 1-on-1 Deeply . _In-qlepth . consuming,
: understanding insights build
(Why?) Interviews small sample
problems. empathy. .
size.
2 Focus Getting feedback A fast way to Groupthink can
on hear multiple .
Groups . . be an issue.
ideas/concepts. views.
3 people acually  rovenls el L20kS drec
Observation PooP y feedback.
behave. world use.
4. Customer Visualizing the  Identifies pain  Can be
Journey usera??s points, finds complex to
Mapping experience. opportunities.  create.
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5. Diary
Studies
Quantitative
(What/How 6. Surveys
Many?)
7. Website
Analytics
8. Market

Data Reports

9. A/B
Testing

10.
Competitor
Analysis

Understanding
long-term habits.

Validating a
hypothesis at
scale.

Understanding
user behavior.

Sizing your
market (TAM).

Optimizing a
specific variable.

Understanding
the landscape.

High

Rich, contextual participant

data over time.

Statistically
significant data.

Hard data on
what people do.

Industry
benchmarks
and trends.

Definitive data
on what works
best.

Identifies gaps
and
opportunities.

Part 3: Sizing your opportunity (How to calculate TAM)

commitment is
needed.

Lacks deep
a??whya?e
context.
Doesna??t
explain user
intent.

It can be
expensive, and
may be
outdated.

Only tests one

variable at a
time.

Can lead to
copying, not
innovating.

Investors will always ask about your Total Addressable Market (TAM). This estimates the
total possible revenue for your product.

A Practical Calculation: Imagine you are launching a new project management tool for

small marketing agencies in the US.

e There are 100,000 such agencies (your total market).
e Your subscription price is $100 per year.
e Your TAM is: 100,000 agencies * $100/year = $10,000,000.
e If you expect the market to grow by 10% next year, the future TAM would be

$11,000,000.
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TAM SAM SOM

TAM

Total market for your
product.

SAM

Percentage of SAM you can
realistically capture.

SOM

Portion of the market you can
acquire based on your

business model (your
targets).

Part 4. Finding your beachhead (Crossing the Chasm)

You cannot sell to everyone at once. As Geoffrey Moore famously described in 4??Crossing
the Chasm,a?+ the key to launching a new product is to first dominate a small, specific niche
market, or a &??beachhead.a?+ Once you have a strong foothold there, you can expand into
larger markets.
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EARLY MARKET THE CHASM MAINSTREAM MARKET

8

TECH ENTHUSIASTS

EARLY EARLY LATE

1“"3::‘“:“5 ADOPTERS MAIORITY MAJORITY I.Aﬁliu:gﬂﬂi
’ 13.5% 3% 34%

A real-world example: Amazon is a perfect example. They didna??t launch by selling
everything to everyone. Their beachhead market was selling books online. By dominating
that single, specific niche, they built the brand, logistics, and customer base needed to
a??cross the chasméa?es and expand into every other category.

a??The single most important decision an entrepreneur can make is the choice of
the beachhead market to attack.a?e 4?? Geoffrey A. Moore, Crossing the Chasm

Final thoughts

Market research is the foundation of any successful business strategy. It replaces risky
assumptions with real-world evidence and ensures that you are building a business that
matters to a market that is willing to pay.

By listening to your customers, sizing your opportunity, and focusing on a specific beachhead
market, you dramatically increase your chances of success.

Ready to build a strategic plan based on your research? Start by using our professional
Business Plan Template to document your findings and create a clear path forward.

Frequently asked questions (FAQSs)

e How much market research do | need to do before | start?
[t&??s a continuous process. Start with enough qualitative research (e.g., 10-20
customer interviews) to validate the core problem.

Page 5
https://excellentbusinessplans.com - Improve your business success


https://excellentbusinessplans.com/
https://excellentbusinessplans.com/businessplan-templates/

EXCELLENTBUSINESSPLANS.COM
Improve your business success!

Whata??s a common mistake in customer interviews?

The biggest mistake is a??pitchinga?e your solution instead of listening. Dona??t ask,
a??Would you buy my product if it did X?&?« Ask about their past experiences and
current problems.

How do | find people for interviews or focus groups?

Use your personal network (LinkedlIn is great for this), find relevant online communities
(like Reddit or Facebook groups), or use services like Userinterviews.com.

What is an MVP?

An MVP, or Minimum Viable Product, is the simplest version of your product that you
can release to start getting feedback from real customers. [ta??s a core concept from
a??The Lean Startup.a?e

Whata??s the difference between TAM, SAM, and SOM?

TAM is the total market. SAM (Serviceable Addressable Market) is the portion of the
market you can reach. SOM (Serviceable Obtainable Market) is the small slice of the
SAM you can realistically capture in the short term.
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