Test the market*
Although there’s room for intuition in business and starting your business on ‘gut
instinct’ is usually the right thing to do, it’s wise to test the feasibility of your idea
before you make a start.
Investing time in careful analysis will help to confirm your
assumptions. Working through this process methodically will give
your business the best possible chance of success.
Your business feasibility study should focus on:

Trial marketing
Trial marketing can be one of the most reliable ways to test your
market potential. If you are introducing a new product or service,
can you:

•

Exactly who will buy your product or service, and why.

•

Set up the business part-time while still working.

•

If anyone will pay you money for what you want to do.

•

Test the response by selling at trade fairs, weekend markets or

•

The market share you can capture.

•

The price customers are willing to pay for your product or
service.

•

Identifying strengths and weaknesses of any direct and
indirect competitors.

Find out what potential customers think

short-term contracts, depending on the type of business you’re
running.
•

Launch a limited marketing campaign in a selected town or
area.

The larger your sample size the more accurate your market
predictions are likely to be. Specific market information is always
superior to guesswork. It will convince you and any investors,

Before you ask people for their opinion, clarify exactly what you

lenders or partners, that your market potential is based upon

are trying to find out from them and then decide how you can

solid research rather than wishful thinking.

best collect the information.
Use an online survey or in-person questionnaire to ask potential
customers these three key questions:
•

‘What do you like about (your business product or service)?’
This is a good question to identify any product improvements
required.

•

‘What would you pay for it?’ Gives you a first glimpse of an
acceptable market price.

•

‘Would you buy it?’ Tests buying intention.

Other research options include:
•

Trial marketing in a limited area to determine the larger market
potential.

•

Interview several potential customers to hear their thoughts
about the product, price, business location and competitors.

Profile your ideal customer
Researching the market enables you to steadily build a profile
of your ideal customer. This is important for two reasons:
•

The more precisely you can define your ideal customer the
more accurate your analysis of market potential is likely to be.

•

When you start your business, you can focus your marketing
far more efectively.

Create profiles
If you are planning to sell to diferent types of customers, create
an individual profile for each category. Be as specific as possible.
Gender, age range, location, income level and profession.
If relevant, you can then drill down into more detailed
information such as their interests, family status, personal beliefs
and values. For example, do they make choices and buying
decisions with a sense of social responsibility? How can you build
this into your business operations or marketing materials?

Test the market

Use any external data to see how many ideal customers live in
your area and estimate your market share. It will give you some
idea of potential customers.

Business or organizational profiles
If you plan to deal with other businesses or organizations

Avoid over-analysis
To keep your project moving forward, avoid spending an
excessive amount of time on your position. Conduct thorough
research, but be careful of becoming swamped by too much
information.

(including resellers), list their characteristics. This could be their

•

Set a feasibility study budget.

type (reseller, service provider, manufacturer, or non-profit),

•

Identify the key information required.

industry sector, location or annual revenue.

•

Decide on your research methods.

If you think it’s relevant, your target market might support a

•

Specify a timeframe for completion.

particular commercial philosophy, environmental or community
cause.

Use existing information
Much of the information you need may already be available.
•

Local economic development organizations ofer valuable
market research information to anyone interested in
opening a business in a certain area.

•

research. Ask yourself if you want to proceed.

Next steps
•

snapshot of data from surveys and programs.
Libraries stock trade directories, magazines and journals
that can be a rich source of information. Find a list of the

•

•

The internet is a rich source of information, including online

If your information points to a viable business, download
our Business Plan Template and write up a proper business
plan.

•

Ask as many people as possible what they think about your
idea.

•

Start to collect market research and try and estimate the
possible demand.

main US libraries here from usa.gov. They are no longer
solely book-based resources.

Complete a Cash Flow Template to see if your business can
make a cash surplus.

The US Department of Labor has information about most
industries from the Bureau of Labor Statistics that provide a

•

Make sure you allow some time after you have collected all your

•

Use our location finder to visit a Store, call us
on 1-855-278-8988 or schedule an appointment online.

directories, magazines and useful articles.
Try to use a variety of sources and research methods to gather
your information and remember that research is constantly
being updated and reworked.

Important Disclosures
*These tools and other information are copyrighted 2019 by The Small Business Company, Ltd. (“TSBC”) and used under license by TD Bank, NA. This
information has been prepared by TSBC for general informational purposes only. TSBC is solely responsible for the content. Any opinions expressed
herein belong to TSBC and do not necessarily reflect the opinions of TD Bank, N.A. or any of its affiliates, directors, officers or employees. These materials
are not intended to provide legal, tax or accounting advice or to suggest that you engage in any specific transaction. TD does not endorse or guarantee
the accuracy of the information provided by TSBC, or any other third party and the information does not necessarily represent TD’s business practices or
experience. Neither TD nor TBSC makes any representation or guarantee as to the accuracy and/or reliability of such information nor shall any of TD or
TBSC or their respective employees be liable for any loss or damages suffered as a result of any use of such information. Please consult your own counsel,
accountant or other advisor regarding your specific situation. Any reliance upon any such information is solely and exclusively at your own risk.
Under no circumstances should any information contained in the materials presented be used or considered as an offer or commitment, or a solicitation of
an offer or commitment, to participate in any particular transaction or strategy or should it be considered legal or tax advice.
Banking and lending products and services, bank deposit products, and Treasury Management products and services for healthcare providers and payers
are provided by TD Bank, N.A., Member FDIC. Lending and leasing products and services, including card services and merchant services, as well as certain
other banking products and services, may require credit approval.

