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When embarking on a new business venture or expanding an existing one,
understanding how to effectively evaluate potential markets is crucial. The
market screening process serves as a foundational step that helps
entrepreneurs and companies identify viable opportunities while avoiding
costly mistakes. The logical first step of this process is based on
establishing clear, well-defined criteria that guide the evaluation of
potential markets. This initial phase sets the tone for subsequent analysis
and ultimately determines which markets warrant deeper investigation. In this
article, we will explore the key principles behind this first step, delve
into the factors to consider, and outline best practices for conducting an
effective market screening process.

Understanding Market Screening and Its
Importance

Before discussing the first step, it’s essential to understand what market
screening entails and why it is a critical component of strategic planning.

What Is Market Screening?
Market screening is the systematic process of evaluating different markets to
identify those that align with a company's strategic objectives, resources,
and capabilities. It involves analyzing various market characteristics such
as size, growth potential, competition, customer needs, and regulatory
environment to filter out less promising options.

Why Is Market Screening Important?
Effective screening helps businesses:
- Focus resources on the most promising markets
- Reduce risks associated with entering unfamiliar territories
- Save time and costs by avoiding markets with low potential
- Make informed decisions based on data and strategic fit

The Logical First Step: Defining Clear



Evaluation Criteria

The cornerstone of an effective market screening process is the establishment
of well-thought-out criteria that serve as the basis for initial assessment.
This step ensures that the screening is objective, consistent, and aligned
with overall business goals.

Why Is Defining Criteria the First Step?
Without a clear set of criteria, market evaluation can become subjective and
haphazard, leading to suboptimal decisions. Defining criteria upfront
provides a structured framework that guides research and analysis, helping to
systematically eliminate unsuitable markets early in the process.

Key Elements of the Initial Criteria
The criteria should reflect both external market factors and internal company
capabilities. Some fundamental elements include:

Market Size and Potential: Is the target market large enough to sustain1.
growth and profitability?

Market Growth Rate: Is the market expanding or stagnant?2.

Customer Needs and Preferences: Do the market’s customer segments align3.
with your product or service offerings?

Competitive Landscape: How intense is competition, and what is your4.
potential share?

Regulatory Environment: Are there legal or compliance issues that could5.
hinder entry?

Accessibility and Distribution: How easy is it to reach customers and6.
distribute products?

Economic and Political Stability: Is the environment conducive to long-7.
term investment?

Alignment with Company Strategy and Resources: Does entering this market8.
fit your strategic objectives and resource capacity?



Determining the Priority Factors Based on
Business Objectives

While the above elements form a comprehensive list, their relative importance
varies depending on the company’s strategic priorities.

Aligning Criteria With Business Goals
For instance, a startup seeking rapid growth might prioritize markets with
high growth rates and large customer bases, while a firm focusing on niche
markets might emphasize customer needs and competitive differentiation.

Customizing the Screening Framework
Organizations should:
- Identify their strategic goals
- Assign weightings to each criterion based on importance
- Develop a scoring system to evaluate each potential market objectively

Conducting Preliminary Market Research

Once criteria are established, the next step involves gathering initial data
to evaluate each market against these criteria.

Sources of Market Data
- Industry reports and market research studies
- Government publications and statistical databases
- Trade associations and chambers of commerce
- Competitor analysis and benchmarking
- Customer surveys and focus groups

Analyzing Data to Filter Markets
Using the collected data, businesses can:
- Rate each market based on the criteria
- Shortlist markets that meet or exceed minimum thresholds
- Eliminate markets with significant barriers or low potential

Prioritization and Further Analysis



The initial screening results typically produce a shortlist of promising
markets. The logical next step involves more detailed analysis to confirm
feasibility.

Depth of Analysis
- Conducting SWOT analysis for each shortlisted market
- Assessing entry strategies and required investments
- Evaluating legal, cultural, and logistical challenges
- Understanding customer behavior and preferences in detail

Decision-Making Framework
Businesses should establish decision criteria for moving from screening to
actionable plans, considering:
- Market attractiveness scores
- Internal readiness
- Risk levels
- Potential return on investment

Case Example: A Tech Startup Entering New
Markets

Consider a tech startup planning to expand internationally. Their initial
criteria might include:

High smartphone penetration

Growing digital economy


