
You have what you hope is a fantastic idea for starting a small business. But before you 
invest a lot of time and money into developing your product or service, designing a logo and 
building a website, you should conduct market research to understand customer behavior, 
competitive intel and industry trends.

For small business owners, conducting market research is about more than gaining a 
competitive edge; it’s about survival and growth.

Why is market research so important?

Before diving into the how-to, let’s understand why market research matters.

Market research helps determine whether there’s a public demand for your product or 
service and how much customers might be willing to pay for them. Conducting market 
research could help reduce risks associated with launching a new business and provide 
valuable information to guide early decisions. To help mitigate risks, effective market 
research should answer the following questions

•	 Understand your customer: Who is your customer? Do they need or want this product 
or service? Approximately how many people might be interested in your offering?

•	 Evaluate the market: What is the market like? Are there any trends you can capitalize 
on? Is the economic environment right for your business?

•	 Assess your competitors: Who are your competitors? What do they charge for similar 
products or services? What gaps exist in their offerings?

•	 Identify future potential: What opportunity will you have to grow the business into new 
markets, products or services?

How to conduct market research:  
A step-by-step guide
Conducting market research may seem daunting but it doesn’t have to be prohibitively 
expensive or time-consuming. Here are some simple steps for gathering the information  
you need.

Step 1: Define your objective

Clearly define what you want to achieve with your market research. Are you trying to 
understand market trends, identify customer preferences or assess the competitive 
landscape? Your objectives can guide your research methods and help you stay focused  
on what’s most important. Keep it focused and actionable. Think about what you can do  
with the research when it is completed. How can it guide your decisions?

Step 2: Identify your target audience

Who are your potential customers? Segment your market based on demographics, 
psychographics, behaviors and geographic locations. Understanding who your customers 
are helps you tailor your product or service to their needs.

Step 3: Assess the landscape

Before you conduct your own research, there is a wealth of data and information online that 
can help you understand your market. The U.S. Small Business Administration (SBA) has a 
list of reliable and free resources that can be used to learn about things like business trends, 
consumer statistics, demographics, economic indicators, income data and more. Perform a 
competitive analysis to examine what your competitors are doing. Identify their strengths and 
weaknesses so you can learn from their successes and failures.

Step 4: Conduct research

How you collect research information will depend on your objectives and budget. The  
Library of Congress provides a wide variety of resources to help you conduct consumer 
market research for your business. Ensure you collect data from various sources to help  
get a comprehensive view of the market. 

Some potential ideas include:

•	 Surveys and questionnaires. You might post polls on your social media accounts or 
use free online tools to reach a wide audience with minimal expense. Keep it short and 
focused on what’s most important.

•	 Focus groups. If you have a larger budget, consider conducting a focus group to 
provide qualitative insights into customers’ experiences, beliefs and preferences. They 
can be an effective way to test new product concepts or ascertain detailed feedback.

•	 Interviews. One-on-one interviews can offer deep insights into customer motivations 
and dissatisfactions that surveys might miss. They are more time-consuming but 
can be invaluable in gathering quality data. If you already own a business and are 
collecting information on a potential new product or service, consider asking some of 
your current customers to participate in interviews to provide feedback on your idea. 
Be transparent with interviewees about the purpose of the interview and help them 
understand what you plan to do with the feedback. If you’re going to quote someone, 
you’ll need their permission in writing beforehand.

Step 5: Analyze and interpret your data

Now that you’ve gathered the data, look for patterns and trends to inform your business 
strategy. What did you learn? What surprised you? For qualitative research, ask yourself: 
What did people like? What didn’t they like? How could the idea be improved?

Consider using market analysis tools like the U.S. Census Bureau’s Census Business Builder 
to interpret insights.

Step 6: Report and apply findings

The final step is compiling your findings into a clear report. This report will make up the 
market analysis portion of your business plan. Spend some time on it, as it can be essential 
to helping you secure funding for your business idea from potential investors and lenders.

Your report should highlight what the data shows and provide practical explanations for how 
you plan to apply it to your business strategy.

Don’t skip market research

When you’re excited about your small business idea, it can be tempting to skip market 
research or spend less time on this part of launching your business. However, investing time 
and energy into gathering information about your target audience, competitors and industry 
can help set a strong foundation for future growth.

Most importantly, keep an open mind. Market research can sometimes reveal uncomfortable 
truths about your business idea. Be open to these insights and ready to pivot or tweak your 
plans based on what the data tells you.

By following these steps and employing these techniques, you can gain the insight you need 
to guide your small business to success. Explore more tools from Verizon to help grow your 
small business.�
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