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Understanding the Market  

Understanding the market is the second step of starting a business. 

 

Understanding Customer Needs: An entrepreneur is directly responsible for ensuring that the 

customers’ needs are met through the product or service offered by the business.  
Customer needs can be categorised into four types of needs.  

 

(a) Served Needs: These are needs that customers know and are fulfilled by different businesses or 

the government. For example, the need of travelling from one place to the other is taken care of by 

both, private bus services and government bus services.  

 

(b) Partially-served Needs: These are needs which are served through different products or 

services, but the customer is not completely satisfied and still faces problems while using. For 

example, people always used taxis and autorickshaws to go to different places, but they face 

problem in finding one on time, and paying a reasonable amount for it.  

 

(c) Unserved and Known Needs: These needs are known by the customers, but not fulfilled by 

anyone in the market. For example, people in small towns do not have electricity supply at all 

times, and therefore their children cannot study after sunset.  

 

(d) Unknown Needs: These are needs that people have, but are not aware or do not expect for it to 

get solved by a business. For example, people 10 years ago did not know that it will be possible to 

make video-calls across cities or countries.  

 

Aspects to Keep in Mind While Understanding Customer Needs  
 Quality and Quantity: An entrepreneur must understand what is a customer’s expectation 

in terms of the quality. For example, an entrepreneur who makes and sells biscuits needs to 

understand which flavours the customers like, the level of sweetness that customers prefer, 

etc.  

 

 Price: An entrepreneur must understand at what price the customer will be willing to buy a 

product of a particular quality. Knowing this helps the entrepreneur to decide their profit 

margin, as well as think of methods to lower the cost of making the product without 

compromising on quality.  

 

 Location: Location means the place from where customers usually buy the product or 

service. For example, an entrepreneur who wants to sell beautiful handmade jewellery may 

think of setting up a shop near a saree or women’s clothing store. The products may not sell 
if the shop is near a men’s clothing store.  

 

 Time: Time is also an important factor in understanding customer needs. An entrepreneur 

should understand in which season or at what time of the day, week or month, would a 

customer use the product or service. The production and advertisements can be planned 

accordingly. 

 



 

 Frequency: Frequency means the number of times a customer may buy the product or 

service. Some products are bought again and again, while others are bought once in a few 

years. For products like food items, the same customer may buy a samosa every day from 

the same shop, but for a product like a battery operated fan, a customer will repurchase only 

in 5–6 years.  

 

Customer Survey: Customer survey is an exercise that entrepreneurs do to understand whether 

there is a market for what they have to offer. Through this survey, entrepreneurs try to know 

whether they are meeting customer needs and also understand what their preferences are. Customer 

survey is one of the most effective ways to find out what customers want. It involves talking 

directly to customers and asking them questions. Later in this session, you will be doing an activity 

to practice taking a customer survey.  

 

Knowing Competitors for Understanding Supply  
The key aspects to keep in mind while understanding your competitors are: 

 

(a) Positioning: One should try and understand how the competitors position their business. This 

means, how the enterprise wants its customers to see them. One can be seen as a high-quality 

expensive brand, or they can be seen as a low-cost, affordable brand.  

 

(b) Pricing: Pricing means an understanding of the price at which different competitors sell their 

product or service. Knowledge of competitor pricing helps the entrepreneur to decide the price and 

quality of their own products or service.  

 

(c) Offers: The kind of offers that the competitors give to their customers, and why does a 

customer go to them again and again? This knowledge will give the entrepreneur ideas on how they 

can be different from their competitors.  

 

(d) Customer Relations: Another important information that must be understood at this stage is 

how a business stays in touch with its customers and maintains a relationship with them, so that 

they keep coming back, giving repeat business.  

 

Business Planning: 

 

After the entrepreneur has decided what to sell, and checked if the customers are willing to buy the 

product or service, the next step is to create a plan of action  

Importance of Planning: A business plan is important for an entrepreneur. Some of the reasons 

why a business plan should be prepared are as follows:  

(a) Estimating the money required to be spent: Once the entrepreneur knows what product to sell 

and whom to sell it to, the next step is to estimate how much money will be required to start the 

business. Without an estimate of how much money is required, an entrepreneur might invest too 

much money, or may start the business without enough money to run the business.  

(b) Estimating quantity of material required: Knowing how much material is required helps an 

entrepreneur decide the cost of making each product or cost of delivering the service.  

(c) Standing out: A business plan also makes an entrepreneur plan how they can make the 

customer see the business as standing out uniquely when compared with competitors.  



 

 
(d) Setting goals: Another important reason of having a plan is to set ambitious, yet realistic goals. 

These goals motivate the entrepreneur to work hard. 

 

Business Plan  
A business plan is a detailed plan of what an entrepreneur wants to achieve through the business 

and how it will be achieved. While planning for a business, an entrepreneur has to think about 

different factors.  
 

Improving and Growing Business  
After starting the business, an entrepreneur has to think about how they can continue to improve 

and grow by creating value for the customer. There are mainly three principles which can be 

followed to grow a business.  

 

(a) Quality: An entrepreneur can improve the business by improving the quality of the product or 

service which is offered to the customer.  

 

(b) Scaling Up: Scaling up means growing the business by attracting more customers. There are 

many ways a business can reach out to more and more customers. 

  

(c) Adding Substitutes: Another way of growing a business is by giving offers to customers. 

Substitutes mean products and services which are similar to what is already being sold. For 

example, selling candle stands along with candles.  
 

Assignment: 

 
1. What are the two ways of understanding the market?  

2. What are the different aspects of understanding customer needs and  

     preferences?  

3. How can an entrepreneur find out about customer needs?  

4. What are the different aspects of understanding competition?  

5. How can an entrepreneur find out about competition?  

6. What is the meaning of business planning?  

7. Why is business planning important?  

8. What are the important parts of a business plan?  

9. How can an entrepreneur improve and grow a business? State the principles.  

 

 

 

 

 

 

 

 

 

 

 

 
 

Note: ‘Content developed/prepared absolutely from home. 


