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Knowledge  
After the completion of this learning unit, you will know: 

● How to prepare market research and competition analysis 
● Define market segmentation and recognize the importance of targeting and positioning 

 
Skills  
After the completion of this learning unit, you will: 

 Be able to set up market research steps and product life cycle 
 

Competences   
After the completion of this learning unit, you will: 

 Be competent undertake costumers and competition analysis 
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Introduction 

 
The marketing director of Ford Motor Company said, "Market research is the foundation of everything 
we do. Without market research we would hardly make an important decision. The risks are too great" 
(Zigmund, 1997). This thought still holds true today, for large and small businesses as well as for social 
enterprises. Market research is defined as the systematic planning, collection, and analysis of data to 
determine data and outcomes relevant to a particular marketing situation of an organisation (Kotler, 
2004). 
It is important that the information we get is reliable, and we can only achieve that through quality 
market research. Market research is important for an entrepreneur in the initial stage of a new business 
because the use of market information affects the performance of the business (Peters and Brush, 
1993). 
Through market research we introduce the target groups of customers, investigate the advantages and 
disadvantages of our competitors and examine potential suppliers. Social entrepreneurs also need to 
conduct market research even if their main purpose is to create superior social value for the 
beneficiaries of the services provided. On the other hand, social entrepreneurs also need to be 
successful in attracting resources in a competitive market. Therefore, marketing objectives and 
activities should primarily target two main clientele: Beneficiaries and Supporters, on whom they 
depend to provide important financial and time resources (Rasmussen, 2012). 
In this learning unit we will focus on market research, customer analysis, competition analysis, 
segmentation and positioning. 
 

 
 
 
1.Market research 
 
A successful business and a successful entrepreneur are those who recognize what 

people need and where future trends are headed at the right time and in the right place. How did 
they do that? Entrepreneurial luck? Maybe. Definitely not just luck.  
 
The entrepreneur must analyze the company's macro-environment (legislation and policy, 
economy, technology, demographics, social values) and the company's micro-environment 
(consumer markets and their buying behavior, procurement market, interorganizational markets 
and organizational buying behavior, and competitor strengths and weaknesses) in advance and 
after the fact. It is also important to monitor trends in the environment, especially for social 
entrepreneurs to change their attitude towards the environment and vulnerable groups. 
Market research is the process of exploring your company's target market, industry, and your 
direct competitors (Kotler, 2004). In most cases, the needs of the market are the SE's motive for 
existence. 
 
Companies started talking about market research in the early 1930s when Ernest Dichter 
published the first studies on consumer behavior. Later, around 1960, consumer research 
developed into an important marketing discipline. 
 
Why is market research so important for an entrepreneur? Entrepreneurs often make decisions 
based on experience, facts they know internally, and their intuition, which is a big risk if they are 
not correct. This is why market research is so important to reduce business risk, it helps 
entrepreneurs understand their business, and it is an essential part of many marketing strategies.  
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The Ansoff Matrix shows the importance of market research 
in relation to a new product or service and an existing, new, or existing market (Hague, Hague & 
Morgan, 2004). 
 
 

Figure 1: Ansoff and market research 
 

 
 

Source: Hague P.N., Hague N., Morgan C.A. (2004): Market Research in Practice: A Guide to the 
Basics, p. 4 

 
How market research plays different role in the product and service life cycle, you can see in Figure 
2. 
 

Figure 2: Market research and product/service life cycle 
 

 
 

Source: Hague P., Hague N., Morgan C.A. (2004): Market Research in Practice: A Guide to the 
Basics, p. 5 
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Market research is very important for businesses, but it is common for social enterprises to pay 
more attention to promoting their offerings and overlook other important steps such as market 
research, brand building, and customer relationship management (Bandyopadhyay and Ray, 
2020). 
 
If a company decides to conduct market research, it must do it ethically, the researcher must pay 
attention to the most important rights of the respondent. These are (Radonjič & Iršič, 2006) the 
right to safety (that the respondent should remain anonymous, that he/she should not be 
psychologically burdened, that he/she should refuse to answer some questions, and that he/she 
should refuse to  
 
participate in a research experiment), the right to information (that we do not always involve 
participants in research without their consent), the right to choose (that researchers do not force 
a different opinion on respondents), the right to obey (that researchers do not use deception to 
achieve a goal), the right to be compensated (when respondents had to contribute but did not 
even know if they had been deceived). 
 
Market research begins with setting the goals or purpose, which is often the most difficult step 
for entrepreneurs because they do not have the appropriate knowledge and experience in the 
field of marketing and often do not even know what they want to achieve with the research 
(Zigmund, 1997). Market research may be classified as either primary or secondary research.  
Primary research relates to information that you gather and compile directly from people, 
whereas secondary research relates to information gleaned and compiled from secondary 
sources, for example, data and reports published by others (Kotler, 2004). If social entrepreneurs 
do not have enough knowledge and time to do market research alone, they can hire specific 
companies to conduct market research, but they often have limited resources for this purpose. 
 
  

 
Additional information  
 
Reports and papers 
 

The following report will help you better understand and expand your knowledge about market 
research: 
 

- Paul Hague, Nicholas Hague, Carol-Ann Morgan: Market Research in Practice: A Guide to 
the Basics 

 
Videos 
 
Watch these videos that showing market research: 
 

- Introduction to Market Research 
 

- What is market research? 
 

- What is market research (1)? 
 

- Why is market research important for every business? 
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- How to do market research? 
 
 
 
 

 
 
1.1. Stages of market research 
 
 
 

Market research requires the following stage, a logical sequence of activities that must be 
performed to obtain the information needed to solve a problem through research (Kotler, 2010): 
 
Figure 3: Stages of market research 
 

Stage1: Problem formulation 
  

 
Stage 2: Research proposal 

 

 
Stage 3: Data collection 

 

 
Stage 4: Data analysis and evaluation 
 

 
Stage 5: Presentation of final report and 

decision making 
 
Source: Kotler, 2010 
 

1. Problem formulation 
 
If we focus on market research when starting a new business, it is recommended that the social 
entrepreneur first compile a list of information needed to start a new business. Of the proposed 
beneficiaries, who is most likely to accept my offer? Where are they located? Are enough of them 
willing to accept my offer to justify my efforts and prove that my concept is sound? Is it possible 
to reach them at an acceptable cost? (MacMillan and Thomson, 2013). It is also important for a 
social entrepreneur to ask which groups of key stakeholders of the enterprise are willing to 
participate in the enterprise or use the services or products produced by the social enterprise. 
The behavior and desires of all stakeholders (supporters, beneficiaries or the general public) 
should be explored (Rasmussen, 2012). 
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2. Research proposal 
 
The entrepreneur must ask where and how to obtain relevant information. The questions relate 
to data sources and research methods. The entrepreneur can use secondary sources of 
information, that is, those that are already available, and primary ones that we collect for our 
research (Sarstedt and Mooi, 2014). Secondary data sources are cheaper and much quicker to 
access than primary data, so these sources need to be investigated first.  
 
 
Primary data sources are: 

 Surveys (they are the most common form of data collection as they allow for fairly quick 
and relatively inexpensive data collection, the questionnaire can be completed by the 
respondent or with the help of an interviewer, the questions can be asked by mail, by 
phone, online or in person); 

 Interviews (we are among the more sophisticated methods of primary data collection, but 
data collected in this way is one of the richest sources of information and the basis for a 
real understanding of the issues under study). 

 Observation (the observer does not intervene in the natural course of events, it is not 
carried out according to strictly defined criteria). 

 
An entrepreneur may choose to conduct quantitative and/or qualitative research depending on 
what they want to explore. Qualitative research provides insight into the problem, are designed 
to compile detailed information from a small group of people in your target audience. The purpose 
of qualitative research is to understand buyer attitudes and beliefs. These opinions are usually 
gathered from a small sample size; therefore, findings are not normally statistically valid, however 
they may uncover potential issues to be explored by means of quantitative research, while 
quantitative research aims to quantify the data and usually involves statistical analysis. 
Quantitative research begins with the collection of data based on assumptions or theories. 
Quantitative research is based on the assumption that objective laws exist in reality, primarily in 
the form of cause-and-effect relationships that can be recognised, explained, predicted, and 
controlled.  
 
The entrepreneur decides which methods he will choose depending on the problem he wants to 
research. He must also decide on a sample and make an estimate of the cost of conducting the 
research (Rosendo Rios and Perez del Campo, 2013). 
 

Figure 4: Differences between qualitative and quantitative research 
 

 
 

Source: Rosendo Rios, V. and Perez del Campo, E. (2013) 
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3. Data collection 
 
This stage will be a central part of the research activities, it is the most expensive stage. In this 
stage, the survey methodology must be put into practice. It would be advisable to plan the 
activities according to a timetable. Once you have planned your research design and determined 
the type of information you want to collect, you can develop your research methods. 
 

4. Data analysis and evaluation 
 
The next step is to decide which measurement and scaling techniques you want to use to collect 
your data. Commonly used measurement scales include: Nominal scales, ordinal scales, interval 
scales, and ratio scales. This  stage  covers more than the mere mechanical processing of a mass 
of data. Significant relationships must be identified and discussed clearly and objectively in the 
context of the specific problems of their research. 
 

5. Presentation of final report and decision making 
 
This last stage of  the research process should beconducted thoroughly, as this step provides 
important insights based on the data collected that are relevant to decision making. 
 
 

   
Additional information  
 
Reports and papers 
 

The following reports will help you better understand and expand your knowledge about how to 
do market research: 
 

- How to Do Market Research: A Guide and Template 
 

- Ian Brace: Questionnaire design: How to plan, structure and write survey material for 
effective market research 

 
- Types of Data & Measurement Scales: Nominal, Ordinal, Interval and Ratio 

 
Videos 
 
Watch these videos that showing how to do market research: 
 

- 5 steps of market research 
 

- How to do Market Research 
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2. Customer analysis 
 
The entrepreneur must understand the needs, desires and demand of the target 
market. People need air, water, food to survive, we have the need for recreation, 

education, entertainment. These needs become desires when they are directed towards specific 
objects that satisfy the need. Desires are shaped by society. Demand, on the other hand, is a 
product-specific desire backed by the ability to pay. Many people want a Ferrari, but few are 
willing to buy it (Kotler, 2004). 
 
 
Consumer research is important because there is a lot of competition in the market and because 
the company knows the needs and wants of the customers: 

 Improve their reputation/image, 
 reduce the risks of entering the market, 
 ensure a better contact with the consumers, achieve a better business success, 
 easier realization of the company's goals, 
 better meet the needs of customers, buyers, consumers, needs of the company, 
 remind new potential customers, 
 ensure greater market presence, greater competitive advantage, 
 easier entry into the global market and easier communication with customers. 

 
So within these customer groups, we need to find potential customers who are interested in our 
product or service. Once we have qualified them, we need to study their geographic, 
demographic, and other characteristics. Profiling your customers will help your SE to define and 
better understand your target audience/s, and to target your marketing more effectively.  In 
addition, we need to find out what influences their buying habits? Is the most important factor 
price, quality, packaging, brand, country of origin, or employee attitude? Based on this part of the 
market analysis, we determine if the customer even has the desire to buy our product or service. 
We can have a great product, but if we do not sell it to the right customers, it's the same as not 
having it. 
 
The choice of target markets is important for a company from several aspects (Kotler, 2004): 

 the company focuses its production on the manufacture of a product, 
 the markets today are no longer homogeneous, 
 more and more consumers 
 Consumers are very dispersed in their markets, and 
 Consumers have different needs, wants and desires. 

 
In the case of social entrepreneurs, it is not only about the buyers of their products/services, but 
also about the beneficiaries who have less financial means to pay for the model/service. Instead, 
they take on supporters who subsidize products or services. Supporters can thus be public or 
private entities, so social entrepreneurs turn to public and private investors. Many social 
entrepreneurs consider their supporters and funders as their main customers. Supporters and 
beneficiaries are thus the target of market interventions (Rasmusenn, 2012). 
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Additional information 
 
 

 
 
Reports and papers 
 
The following reports will help you better understand and expand your knowledge about 
costumer: 
 

- Maslows hierarchy of needs  
 

- Explaining the Consumer Decision Making: Process Critical Literature Review 
 
 
 

 
 
3. Competition analysis 
 
 

After the market analysis, the next step is to examine the competition. It may be that competition 
already exists in the market, but it may also be that it is emerging, which is something we must 
constantly keep in mind. When it comes to the competition, we primarily focus on their similar 
products or services and their strengths and weaknesses, their market share is also an important 
factor. With the help of the competition we find out how it differs from our offer and how we can 
improve it. 
 
The company conducts a preliminary investigation of competitors in a given market (Radonjič & 
Iršič, 2006): 

 to determine the attractiveness of the market for existing or potential consumers, 
 to obtain certain information about the profitability and attractiveness of a given market,  
 to find what are the strenght and weakness of competitors in a particular market or   
       segment,  
 to understand the dynamics of the market and 
 to identify the key success factors, threats, challenges, strategic uncertainties and market 

trends. 
 
In the case of social entrepreneurs, it is also worth mentioning the competition between social 
entrepreneurs in raising funds, as the number of non-profit organizations struggling with a lack of 
funding has increased. Any organization wishing to remain a successful player in the third sector 
should adopt an appropriate marketing strategy to differentiate itself from the competition and 
build or maintain credibility and a positive reputation (Volkmann, Tokarski and Ernst, 2012). 
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Additional information  
 
 

 
Report 
The following report will help you better understand and expand your knowledge about 
competition: 
 

- How to Handle Competition in Business: 10 Tips to Beat Competition 
 
Video 
Watch this video which explains the competition: 
 

- The benefits of competition 
 
 

 
 
4. Market Segmentation 
 
 
 

Virtually every consumer has slightly different needs than another, but a company cannot design 
a market offering for every individual. Therefore, it decides to divide people into groups so that 
within these groups consumers are relatively similar with respect to some aspects of need 
satisfaction. Such groups are called market segments. Market segmentation enables you to target 
your content to the right people in the right way, rather than targeting your entire audience with 
a generic message. This increases the chances of potential customers engaging with your ad or 
content, resulting in marketing campaigns that are more efficient and likely to yield an improved 
return on investment of time and money for your organisation.   
 
 
 

Figure 5: Segmentation 
 

 
 

Source: https://entrepreneurhandbook.co.uk/why-market-segmentation-is-crucial-for-your-
business/ 

 
Variables for market segmentation for consumer products/services (Kotler, 1996): 

 Geographic variables (climate, population density, city size, region,…) 
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 Demographic variables (age, gender, income, education, 
religion,…) 

 Psychographic variables (personality, social class, …) 
 Behavioral variables (consumer status, loyalty, attitude towards the product,…). 

 
Demographic segmentation is the most commonly used type of market segmentation, and may 
be combined with other types of segmentation to help you to target your market more 
specifically.  Other types of market segmentation include: behavioural segmentation; geographic 
segmentation; psychographic segmentation; and value segmentation.  Value segmentation is 
particularly relevant to SEs, since the social, ethical and/or environmental values of a SE are often 
what attract customers to a particular SE; these values, combined with growing ‘conscious 
consumerism’ present an opportunity for SEs in particular to market their products and services 
to customers likely to be receptive to a value-based message. 
 
The selection of target markets is therefore an important activity of the company in the market 
segmentation process. The company determines the target markets in the following steps (Kotler, 
2004):  

 A company must define segments, which are large groups of customers that it identifies 
in one place. 

 The company must consider the number of segments. 
 Then, the company must decide in which segments it will operate. 
 The company selects the market segments by evaluating. 

 
When choosing market segments, however, it must pay attention to three factors (Kotler, 1996): 

 Size and growth of the segment 
 Competitiveness of the segment in relation to the competition 
 Goals of the company 

 
 
The prerequisites for learned market segmentation are: 

 Visibility and measurability of a segment (the question is whether we can tell who belongs 
to a particular segment and who does not). 

 Accessibility through communication media (it is a question of what means and efforts 
are involved in communicating with a particular segment, whether it is possible to address 
information to this segment in a controlled way) 

 Sufficient segment size (the segment must be large enough for the company to survive). 
 
 

   
Additional information 
 
 
 

Report 
The following report will help you better understand and expand your knowledge about 
segmentation: 
 

- What is market segmentation? 
 
 

Videos 
 
Watch these videos about market segmentation: 
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- An Introduction to Market Segmentation 

 
- STP Marketing (Segmentation, Targeting, Positioning) 

 
 
Positioning 
 
Once the company has decided which market segments it wants to cover, it must also consider 
what position it wants to occupy there with its products/services. The positioning of a 
product/service in the market is characterized by the place the product/service occupies in 
comparison to competing products. If the consumer perceives a product/service exactly the same 
as another product, then there is no reason to buy it. Therefore, the company needs to create an 
offer that stands out from the competition. The process of creating the company's offering and 
image is called positioning (Kotler, 2004). With positioning we create a certain position of the 
product / service in relation to individual competitors in the minds of potential or existing 
customers. The word positioning was first used by Al Ries and Jack Trout in 1969. In 1982 they 
published the book  "Positioning: The Battle for Your Mind". 

 
 
 
 
 

Figure 6: “Positioning: The Battle for Your Mind" 
 

 
 

Source: https://www.amazon.com/Positioning-Battle-Your-Al-
Ries/dp/0071373586?asin=0071373586&revisionId=&format=4&depth=1 

 
 
 

If a company wants to differentiate itself from a competing company, it must find ways to 
differentiate itself. Kotler (2004) posits seven conditions for developing differentiation 
opportunities: 

 significance, 
 visibility, 
 profitability, 
 communicativeness, 
 affordable price, 
 exclusive advantage and 
 above average. 

 
In positioning, marketing strategies are very important because they lead us to a certain position 
in the market and in the minds of consumers. However, companies must be careful not to 
overwhelm consumerswith information. 
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Did you know? 
 
 
 

 
Companies spend between one and two percent of their total revenue on marketing research, which is 
often not the case for small businesses. These can be found in a variety of ways, for example (Kotler, 
1996): 

 Collusion with students and professors to plan and conduct marketing research projects; 
 Use of the Internet: information is obtained by studying competitors' websites; 
 Reviewing competitors: many small businesses regularly visit their competitors. Tom Coohill, a 

restaurant owner in Atlanta, pays his employees to dine at competing bars to get new ideas. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Learn with your peers  
 
 
 

 
 

1. In the case of jeans, explain the difference between need, desire and demand. Which of 
these factors can be influenced by marketers? 
 

2. Which type of survey (mail, telephone, in person) do you think is most appropriate in each 
of the following cases: 
a) a question about contraceptive use. 
b) a question about the number of spectators at a football match 
c) a question asking a small grocery shop to find out the views of potential customers 
 

3. Propose market segmentation for the following products: 
a) reuse of discarded food 
b) used computers 
c) bags made from discarded material 
d) household chores 
e) organizing outings for retired people.  

 
 

4. Prepare the positioning (with whom and how will you compete) for the segment you 
designed in the previous task for each product/service. 



 

SocialB is a Knowledge Alliance Project (612579-EPP-1-2019-1-IE-EPPKA2-KA). 
This project has been funded with support from the European Commission. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Conclusion  
 
In market research, we obtain information from the external environment of the company, which 
includes consumers, suppliers, competitors, media, various publics, various government institutions 
with their regulations and laws. The first step is to collect data from other institutions or from the 
company itself. This data, secondary data, has a disadvantage because it was collected for different 
problems. If the entrepreneur needs more information than he can get from secondary research, he 
must prepare his own field research, called primary research, and can use market methods such as 
personal interviews, telephone surveys, mail surveys, observation and others to collect data. Collecting 
data is one of the five phases of the market research process, which includes formulation of the 
problem, research proposal, data analysis and evaluation, and presentation of the final report and 
decision making. 
 
Market segmentation is a marketing term that refers to the grouping of potential buyers into groups or 
segments with common needs that respond similarly to a marketing promotion. Market segmentation 
allows companies to target different categories of consumers who perceive the full value of certain 
products and services differently than others (Tarver, 2021). 
 
Positioning is defined as the activity of creating the offer and image of a company that occupies a special 
position in the mind of the target market. Positioning starts with the product, but it is not something 
you do. Positioning is something you do in the mind of a potential customer, that is, you position the 
product in the mind of a potential customer (Reis and Trout in Kotler, 1996). 
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With a thorough market analysis, we greatly improve our chances of success because we know better 
what our product should look like, how and to whom we can sell it, and how we can be better than the 
competition. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Self Assessment  
 
 
 

 
1) Please decide if the following statement is true or false. Market research is the process 

of exploring your company's target market, industry, and your direct competitors. 
 

2) The main stage of a research process are: 
a) Research proposal, problem formulation, data collection, data analysis and evaluation, 

presentation of final report and decision making 
b) Presentation of report, problem formulation, data collection, research proposal, data 

analysis and evaluation 
c) Problem formulation, research proposal, data collection, data analysis and evaluation, 

presentation of final report and decision making 
d) Problem formulation, decision making, data collection, data analysis and evaluation, 

presentation of final report 
 
 
 

3) Please decide if the following statement is true or false The main methods of data 
collection are Surveys, Interviews, Observation. 
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4) Please decide if the following statement is true or false. 
Secondary data sources are expensive and much more quickly accessible than primary 
data. 
 

5) Please decide if the following statement is true or false. In the case of social 
entrepreneurs, it is also worth mentioning the competition between social entrepreneurs 
in raising funds, as the number of non-profit organizations struggling with a lack of funding 
has increased. 

 
6) Please decide if the following statement is true or false. Value segmentation is particularly 

relevant to SEs, since the social, ethical and/or environmental values of a SE are often 
what attract customers to a particular SE. 
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Answers to self assessment questions  
 

1. Please decide if the following statement is true or false. Market research is the process 
of exploring your company's target market, industry, and your direct competitors. TRUE 
 

2. The main stage of a research process are: 
a) Research proposal, problem formulation, data collection, data analysis and 

evaluation, presentation of final report and decision making 
b) Presentation of report, problem formulation, data collection, research proposal, 

data analysis and evaluation 
c) Problem formulation, research proposal, data collection, data analysis and 

evaluation, presentation of final report and decision making 
d) Problem formulation, decision making, data collection, data analysis and evaluation, 

presentation of final report 
 

3. Please decide if the following statement is true or false The main methods of data 
collection are Surveys, Interviews, Observation. TRUE 
 

4. Please decide if the following statement is true or false. Secondary data sources are 
expensive and much more quickly accessible than primary data. FALSE 
 

5. Please decide if the following statement is true or false. In the case of social 
entrepreneurs, it is also worth mentioning the competition between social entrepreneurs 
in raising funds, as the number of non-profit organizations struggling with a lack of funding 
has increased. TRUE 

 
6. Please decide if the following statement is true or false. Value segmentation is particularly 

relevant to SEs, since the social, ethical and/or environmental values of a SE are often 
what attract customers to a particular SE. TRUE 
 
 

 
 
 


