Q: Hello, I really enjoy your columns.  Anyway, I read everywhere about the need for a good business plan.  However, I have rarely seen good tips on how to research the market, potential customers, competition, etc.  Could you give some further detail on how to achieve this?  How does someone with limited resources (i.e. money) come up with strong data in these areas? Thanks.
 

Tom, Minneapolis

A: First, thanks for the compliment, and second, I would be happy to provide additional info on this important subject. There are many inexpensive resources available that can help you plot your course. Here are your best bets:

Trade Associations: Every industry has a trade association connected to it and these groups are a wealth of information. Find one associated with your area and contact them. Explain what you are doing and ask about survey data and research reports available. Get copies of their publications. Ask whether they have a start-up resource kit available – many do. 

Trade Shows: Consider also attending the leading association trade show. These shows will put you in touch with hundreds of like-minded individuals. Meeting them and picking their brain can
· Save you a lot of time

· Tell exactly who your customers will be

· Provide experienced feedback about your plans

· Let you know learn more about costs
· Warn you of potential pitfalls, and

· Save your from overly-optimistic plans

Trade Magazines: Each industry also usually has one or more trade magazines which may or may not be part of the leading trade association. Find the magazine for your industry and get several back copies. You should be able to notice industry trends, mistakes to avoid, potential costs, and much more.

Websites: Here are a few that specifically may be helpful for this stage of your entrepreneurial journey:
· www.census.gov: The U.S. Census Bureau site has a lot of free demographic data.

· www.TSNN.com: This is a searchable database of trade shows worldwide. 

· www.SBA.gov/sbdc: The SBA’s Small Business Development Centers offer low cost help to entrepreneurs.
· www.inside.com - The home of American Demographics, a monthly magazine that offers information on consumer trends, and analysis. This pay service.

· www.hoovers.com - Hoover’s offers business and industry data as well as sales, marketing, business development, and other information on public and private companies. This is also a fee-for-content site.

· www.marketresearch.com - This site offers over 50,000 market research articles from more than 350 publishers, categorized by industry.

Interviews and Experiential Research: While reading is great, nothing beats actually talking with people associated with your business. There are two groups of people you need to meet and interview:

1. Potential customers: No one knows a business better than people who are already running a similar business. So go to a nearby town, take an entrepreneur in your line of work out to lunch, and pick his or her brain (by going to a different area, you won’t be seen as a competitor.)
2. The competition: Become a customer of the competition and shop at their store or use their service. Analyze their strengths, weaknesses, profit potential, etc. You also might want to go to the location of a competitor and park yourself unobtrusively outside. Have a short questionnaire ready and ask people for five minutes of their time. What do they like and dislike about the competition?

Online focus groups: How do Fortune 500 companies and presidential candidates know what commercials to use, products to pitch, or ideas to share? They use focus groups. A focus group is a group of people who are shown a product or given an idea and asked to comment upon it. Find a listserv discussion group for your industry, subscribe to the list, learn about the group, and then ask your questions. Look for a listserv list at http://tile.net/lists/.

Telemarketing and phone research: Telephone research is a fairly inexpensive method, costing about one-third less than personal interviews. Here, you would hire a telemarketing firm to conduct a survey of a random sample of respondents. The costs associated with this method include the fee for the telemarketer, phone charges, preparation of the questionnaire, and the analysis of the results. 

Direct mail: Direct mail questionnaires are also inexpensive when using bulk mail prices, but the response rates are usually less than five percent. The main costs of this method relate to printing the cover letter and questionnaire, envelopes, and postage.

Today’s tip: Here is one final, clever method: Locate a good MBA program in your area and find out whether it participates in the Small Business Institute program. This is a program run by 250 MBA programs nationwide that assigns grad students to intern-type projects - like market research. For a nominal fee, or free, you may get a great team to do some quality research for you. For more information, contact the Small Business Advancement National Center at (501) 450-5300.
