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Four Simple Steps to 
Understanding Your Market 

 

Learn how to: 

1. Understand 
your value 
with a 
Selling 
Proposition 
Chart  

2. Survey  the 
competitive 
landscape 
with a 
Positioning 
Matrix 

3. Understand 
your target 
market with a 
Market Focus 
Diagram 

4. Plan your 
sales 
campaign with 
a Sales Funnel 
Chart 

 

When you sell a product or service it is critical to understand: 

 What problem does your product solve? 

 How does your product compare with the competition? 

 Who will buy it and why?  

 How will you reach them? 

The answers to these questions determine whether your product can succeed and if it 

can, how best to generate sales. For any start up business, or new product introduction, 

you can save yourself a lot of wasted time and money by answering these questions 

before you develop or bring the product to market. 

Here are four techniques you can use to get to the answers quickly and communicate 

them to your team, investors and even customers. 

1. Understanding your value with a Selling Proposition Chart  

A selling proposition chart is a simple step diagram that asks four questions: 

a. The market you are targeting – who will buy your product. 

b. The need your product meets – what will they use it for. 
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c. The pain that your product relieves – what your product does that other 

solutions don’t. 

d. Your Solution – how your product relieves that pain. 

An example makes this clear. This is the selling proposition chart for SmartDraw – 

graphics software. 

 The market for SmartDraw is Microsoft Office™ users.  

 The need it meets is for creating business graphics like flowcharts and 

organization charts. 

 The pain it relieves is that graphics software is too difficult for most people to 

use because it relies on their ability to draw 

 Its solution is to automate the creation of business graphics so that no 

drawing is required. 

 

To learn more about how to create and use selling proposition charts, download 
Understanding your market with a selling proposition chart 

 

http://www.smartdraw.com/working-smarter/proposition-chart-pdf.htm
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2. Survey the competitive landscape with a Positioning Matrix 

“Positioning” is a common marketing buzzword. It means “how is your product 

positioned compared with the competition?” There can be no positioning without 

something else to position against. We need to chart the competitive landscape that 

our product will compete in. 

A Positioning Matrix has two perpendicular axes and hence four quadrants. The idea 

is to choose each axis so that your product exists on its own in one quadrant. This 

defines your unique position in the market. The axes also have to be relevant to 

customers. 

Let’s use SmartDraw again as our example: 

 

To learn more about how to create and use a positioning matrix, download Product 
Positioning with Matrix Diagrams 

The pain that your product removes starts to answer the questions about how you 

compare with the competition. The “pain” is usually a drawback of the competition 

that your product eliminates. 

http://www.smartdraw.com/working-smarter/matrix-diagram-pdf.htm
http://www.smartdraw.com/working-smarter/matrix-diagram-pdf.htm
http://www.smartdraw.com/working-smarter/matrix-diagram-pdf.htm
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3. Understand your target market with a Market Focus Diagram 

In our selling proposition chart example we identified Microsoft Office™ users as the 

target market for SmartDraw, but this is a very large group of people. Surely there 

are some Office users that are a better target than others. A Market Focus Diagram 

is an effective tool for helping you understand where the sweet spot in your target 

market is and for communicating it to others. 

A market focus diagram is a Venn diagram consisting of overlapping circles that 

represent market segments that may overlap. In our SmartDraw example below we 

show a large circle for the whole Office market and smaller circles for those 

segments that are managers and people who make presentations. Both of these 

segments have a real need for business graphics. The overlap of the two represents 

the users with the biggest need.  
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To learn more about how to create and use a Market Focus Diagram, download 

Picture the Target Market with a Venn Diagram 

 

4. Plan your sales campaign with a Sales Funnel Chart 

Reaching your market usually involves some kind of lead generation, qualification, 
proposal and sale.  Expressing this as a process, or sales funnel, makes it easier to 
focus on the best prospects, estimate sales revenues and measure success. 

This example uses direct mail as a way to generated leads: 

 

Each step should be quantified: What percentage of names on a list result in an 

inquiry? How many inquiries lead to a proposal? How many proposals lead to a 

sale? How much revenue is generated from each mailing? 

Describing sales as a process makes it easier to identify ways to improve it. If too 

few inquiries are coming in (at opening of the sales funnel) then the first steps 

involving the mail piece design and list selection are at fault. If too few proposals 

lead to a sale (further down the funnel), perhaps pricing is a problem. 

http://www.smartdraw.com/working-smarter/venn-diagram-pdf.htm
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Once you learn the average number of leads that result in a proposal and the 

number of proposals that result in a sale, you can forecast sales much more 

accurately by looking at the number of potential customers in each step of the 

funnel. 

To learn more about how to create a sales funnel chart, download 
Understanding your sales process with a sale funnel chart 

 

 

This document is part of the Working Smarter Series—a collection of publications 
describing proven tactics for improving business operations, provided free by 
SmartDraw.com. To download a free trial of SmartDraw, visit www.smartdraw.com. 

 

 

SmartDraw 2008 Owners. To get the templates discussed in this document, download and run 

this file: http://www.smartdraw.com/downloads/sd2008/sd2008_Marketing.exe             

 

http://www.smartdraw.com/working-smarter/sales-funnel-pdf.htm
http://www.smartdraw.com/working-smarter/download-understand-market.htm
http://www.smartdraw.com/downloads/sd2008/sd2008_Marketing.exe

