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INTRODUCTION

After having spoken to dozens of compa-
nies which have either embarked on or
looking to grow their businesses beyond
borders, we found that most of them had
wasted a lot of time and money doing so..
Interestingly all of these companies made
the same mistake: they picked their new
market based on either gut instinct or the
wrong kind of data.

We naturally wanted to do something
about this. Based on our experience we
knew what kind of information actually
helps predict a company’s ability to suc-
ceed in any market. Building on that ex-
perience and expertise we came up with
a standardised method called the Market
Scanner. We've used this method to help
multiple companies pick the best mar-
kets for their product. We truly hope that
no company will waste any more time or
money trying to enter the wrong market
when it's likely there are plenty of places
where they could succeed more easily.

| wrote this guide for the same reason: |
want as many companies as possible to
be able to find profitable markets using a
strategic approach led by data.

In this guide I'm going to talk about why
market selection needs to be based on
data instead of gut instinct, what kind of
data you should use to select a market
and when you should find out what the
best markets for your product are.

If all of this seems obvious to you, you can
jump to page 14, where I'll share a con-
crete, real life example of how we helped
one of our customers choose the best
markets for their company and product.

My aim is to give you the tools you need
to pick the right market for your company
based on data. Even though I've tried to
cover the topic exhaustively, I'm more
than happy to answer any questions you
may be left with after reading the guide.
You can reach me at salla@palava.global
for any questions or comments you may
have.

Thank you for downloading this
guide, I truly hope you find it use-
full!
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BACKGROUND

WHY SHOULD MARKET SELECTION BE BASED ON DATA,

NOT GUT INSTINCT?

Selecting a market is easy: just pick up a
globe, close your eyes and poke the globe
randomly. Congratulations, you've just se-
lected your next market! Oh, doesn't ex-
porting to the island of Kiribati feel like
the best idea?

Selecting the best possible market for a
product or company is a trickier process.
If you got really lucky, your finger could've
ended up touching a location where your
company would get the best returns on
their investment. But how much are you
willing to invest based on luck or coinci-
dence? Your gut instinctisn't a much bet-
ter tool even though it might help you
avoid the craziest options. The problem
with your gut instinct is that it's often
based on irrelevant or nonessential fac-
tors. “In this market, there's a sales guy we
know who promised to help”. “From that
market, we know someone we met at a
trade fair who said our product is awe-
some.” “Markets nearby can feel safe and
easy, and we have an employee who
speaks the language”.

Yet in the end, only one thing matters in
market selection: product-market-fit,
which measures the extent to which your
product fills a gap in the market. The pop-
ulation, overall purchasing power, the in-
terests of the CEO or even the size of your
industry or demand for similar products
are not sufficient indicators of a good
market fit. In the end, only product-mar-
ket-fit matters. Imagine you're develop-
ing electric cars. It isn't difficult to find a
market where the demand for electric

cars is on the rise. But it's a lot harder to
find a market where a large enough num-
ber of drivers choose your car over Tesla,
for example.

Product-market-fit usually determines
demand. The problem with this equation
is that most companies know their prod-
uct inside out, but do not understand the
market well enough. If you only know the
first part of the equation, how can you
measure the outcome? Because your job
is to chase the best possible product-mar-
ket-fit, you need to know BOTH inside out.
It's also important to remember that in
this equation you can only change the
product, not the market.

You must know a market in order to
build the best product for it.

I've also come across lots of companies
that try to take over the world with a prod-
uct that does not have enough demand
anywhere or in the specific markets
they're trying to enter. The reason for their
failure is almost always the same: the
product does not solve a big enough
problem. Other reasons can either be re-
lated to missing infrastructure, in which
case the problem is bigger than your
product, or to societal structure. It does
not matter how fancy your education
software is, if the society is unable to
adopt it or teachers lack the skills to use it.
And nobody will pay for your state of the
art air conditioning optimisation solution



if there's no infrastructure for air condi-
tioning.

Without sufficient demand there's no
point in even trying. And unfortunately,
even demand isn't enough. You also need
to find a market where you can get (and
keep) customers with reasonable re-
sources. If you run out of cash before even
getting out of the airport, all your efforts
will have been in vain. And even if you
manage to find a market full of people dy-
ing to get your product who you can
reach with reasonable costs, all your ef-
forts might still go down the drain. How is

that even possible? Well if you've forgot-
ten to protect your product and brand
properly and you find yourself competing
against cheaper copies, or you get buried
in bureaucracy and have to leave the mar-
ket with your tail between your legs.

My aim is not to scare you: there are
plenty of examples of successful interna-
tional expansions, and when you've done
your homework properly you can be con-
fident knowing there's demand for your
product and you've selected a market
where your resources take you as far as
you need to get.

WHAT KIND OF DATA IS USEFUL?

Whenever | mention market research I've
noticed many kinds of looks, but very
rarely any signs of excitement. After lis-
tening to people’s perceptions | can't say
I'm surprised: when people think of mar-
ket research, they often think of a dusty
pile of papers, most often a report printed
by a consultant. These country-specific re-
ports of Sweden, for example, are filled
with rather useless information such as
the GDP, population, industry size and
perhaps some vague cultural information
(“the Swedes love finding a consensus”).

My first piece of advice when it comes to
any kind of market data is this: if you can
find it easily on Wikipedia, don't pay a
consultant for it. The biggest reason for
this is that it's probably not the right kind
of data for you to make decisions on. The
GDP really isn't a relevant indicator when
selecting a market. Even the size of your
industry in the market isn't a good indica-
tor. In fact, no macro level data will tell you
enough about your potential in any mar-
ket, because macro level data isn't related
to your strategy in any way.

Therefore, when you're aiming to
find the best market for your com-
pany, you should only focus on micro
level data relevant to the demand and
potential of YOUR product, and the
costs and risks related to entering a
market.

Imagine you had a parking app that
made it easier for drivers to find a parking
spot. It isn't difficult to figure out that peo-
ple in populous countries such as Mexico
and especially its cities have problems
finding somewhere to park. It makes no
sense to spend time on looking at the
GDP, population or the size of the coun-
try’'s transportation industry. Instead,
what you really want to know is how
many people in Mexico City spend more
than half an hour every weekday trying to
find a parking spot. On top of that, you
want to know how much money these
people spend on parking, what percent-
age of consumers are used to using



similar services to pay for parking, what
the biggest issues drivers have with park-
ing are etc.

In market selection it's also important to
make sure all data is comparable. This is
because even if you use the right kind of
data to research one market, you have
chosen this market based on gut and you
may as well have poked that globe with
your eyes closed. The aim is to look at sev-
eral different kinds of markets and place
them in order based on their suitability for
your company. Even though the data
needs to be comparable, this doesn’t
mean it always needs to be numeric. For
example, yes/no -questions can be ex-
tremely useful when you're looking at
some of the more critical attributes: “Does
the market have technical readiness for

the integrations we need” is an essential
guestion.

If you have a B2B-product, the compari-
son could also take into account the pur-
chasing process and the decision making
culture in organisations, for example. An-
swers to these kinds of questions would
be verbal but they can still be given a
value. For you, the best answer to the
guestion “Who would make the purchas-
ing decision for our product” could be
“sales assistant” and the worst answer
might be “the CEQO". In this case, you give
the answer ‘sales assistant’ the highest
value and ‘the CEQ’ a negative value. It's
important to remember, however, that
each data point needs to be given a com-
parable value.

Later on in this guide | will use an example to illustrate what kind of data is useful in mar-
ket selection, but at this point, the most important things to remember are that the data

should:

1. Use micro level data points, not macro level data points.
2. Measure the size of the problem in that market and the extent to which you can

solve the problem.
3. Be comparable.



THE QUALITIES OF A GOOD MARKET

So far I've mostly talked about what not to base market selection on. Because this doesn’t
actually help you to select the right market, | will now share a list of the qualities of a good
market. The list still doesn’t cover every possibility for every company and not everything
applies to all companies, but | still recormmend for you to go through it and think about
how it applies to your company and product.

1.  As many people as possible have a problem you can solve. \Which mar-
ket is better for a parking app: one with 2 million people looking for a
parking spot every day or one with 100 000 people looking for one? Ex-
actly.

2. The problem is as big as possible. And which market is better for a park-
ing app: one with 2 million people fighting for 1 million parking spots or
one where 2 million people fight for 2,5 million parkins spots? The num-
ber of people with the problem doesn't tell you everything, the size of the
problem is at least as important.

3. Customers have the ability and willingness to pay. It doesn't matter
how badly restaurants in a market want their hands on your state-of-the-
art ice cream machine if they need to sell ice cream for 100 years to pay
off the machine. And it doesn't matter how many working hours compa-
nies could save with your marketing software if you need to charge for
your product more than marketing professionals in that market get paid.

4. The market has the technical readiness your product requires. Espe-
cially software companies need to make sure the integrations they need
are doable, potential customers have the necessary skills and access to
use the product etc. You might run into problems in other industries too
though: currently for example, many pharmaceutical companies have is-
sues with distributing vaccines in developing countries as most vaccines
need to be stored at -70C. AstraZeneca has a competitive advantage here
as their vaccine can be stored at much higher temperatures.

5. Legislation and bureaucracy don't slow you down. | could probably
write an entire chapter about this, but in short: the fewer barriers to trade,
the better. Companies in the EU are lucky to be a part of the largest in-
ternal market in the world. In addition, the EU has been able to negotiate
beneficial trade agreements with other countries and areas. It of course
depends on the industry how much international trade agreements and
on the hand local legislation and bureaucracy affect the ease of doing
business. Local legislation can affect everything from import to technical
requirements, and from marketing to hiring staff.

6. The decision making process is reasonable (for you). This mostly ap-
plies to B2B companies: if your aim is to sell your product online for tens
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of euros per month but the user of the software cannot make purchasing
decisions even in this price range, the equation just doesn't work. If the
purchasing decision requires a direct contact with the CEO, for example,
your customer acquisition cost (CAC) will simply be too high.

The risk level is as low as possible. How likely is it that your product
could get copied or that you'd get pushed out of the market with lawyers
chasing you? What kind of grief could corruption or an unstable political
situation cause you? Even if there is great potential in the market, you
need enough cash to cover possible risks. We always check IPR risk levels
for our clients with our partner Papula-Nevinpat, and | recommend al-
ways using an expert for these matters.

The costs of customer acquisition are predictable, reasonable and
scalable. It's important to understand what acquiring customers in the
market actually requires from you: what kind of investments on market-
ing and sales, what kinds of skills and so on. The cultural aspect known
as the ease of doing business has a significant impact here. You cannot
outsource your risks to your international partners, and getting custom-
ers is, in the end, always your responsibility. A good market is one where
you'll get as few surprises as possible and where your marketing efforts
are scalable. | could also write an entire chapter about customer acquisi-
tion, but instead I'll just say that if you're currently working through cus-
tomer acquisition costs or strategy, get in touch.

Price isn’t your best selling point. Competition in the market doesn't
automatically make it a bad market for you. In fact, it can tell you there is
demand for your product. However, competition can be dangerous if you
can only compete with price as that's not a competition you necessarily
even want to win. Is there another way for you to stand out in the market,
can you offer something others can't? Could you actually benefit from
the market they've created? You can find the answer by defining your
USP (unique selling proposition) and comparing its ‘uniqueness’ in dif-
ferent markets. Prepare for surprises: in some markets your competitive
advantage and USP can be very different to those in your current mar-
ket(s).

There’s growth potential. Often even more important than the current
situation in the market are the market trends: is there a growing demand
for your solution, and how quickly is the demand growing? If the growth
is rapid, there's more room for you even if there are multiple competitors.
It's also important to pay attention to the drivers of your competitive ad-
vantage: if it's based on being ecological, is that a growing trend in the
market?



TIPS BY AN IPR EXPERT

~ Make sure that you have the freedom to operate (FTO) in the market, meaning
that nobody else has claimed the ownership of a similar brand, technology or

trade dress.

~ Sometimes the best mode of entry is through licensing or partnership - make
sure you have carefully drafted manufacturing and resale agreements.

~ Do not publish your product in any market before you've protected it in that

market, use an NDA wherever applicable.

~ Remember that your rights are not universal: your competitor could have a pa-
tent in Europe, for example, but not in the US. This could be a crucial factor in

market selection.

IPR tips by Ville Kari / Papula-Nevinpat Oy

For questions: ville.kari@papula-nevinpat.com

WHEN SHOULD MARKETS BE SELECTED?

Most growth companies think about mar-
ket selection too late. Even startups that
say they are ‘born global’ often develop
their product locally, pilot it locally and sell
it locally until the local market is ‘full’. This
is often the first time companies even
think about market selection (even
though they've already picked their first
market and operated in it for some time).

This is understandable but not sensible. If
theaimisto grow rapidly, it'simportant to
find the best possible markets as early as
you can. It's also very likely that your local
market isn't one of those markets. If your
best customers are, for example, in India,
but you test your product with Swedes,
it's like testing a men’s product with
women. Sure, both men and women wear
shirts, but they often appreciate different
things.

The best time to find out what your Best
Market is before starting product devel-
opment. Surely you want to know who
you're developing your product for and
what kind of expectations they have? If
you're building a parking app, it's likely
that your Best Market is one with plenty
of drivers with fewer parking spots than
cars, and the spaces that are available are
extremely expensive. (In this case, by the
way, the Best Market is most likely a city
rather than a country, but more on this in
the next section.)

Regardless of the market, you want to un-
derstand how consumers choose their
service provider. From the perspective of
product development it's also important
to know what kind of payment options
and user experience users expect and
what the costs of using a mobile network
are. When people are on the move and
data is expensive, light usage of data is



preferred over impressive graphic ele-
ments.

Even the biggest firms err in these basic
factors. An international chain of petrol
stations used about a half a million dollars
making an app for their customers, just to
realise after publishing it that no one
wants to download dozens of mundane
company apps on their phones. Eventu-
ally the chain developed a web-based ap-
plication to be used in the browser and
paid another half a million for it. It didn't
bankrupt a multinational company but
how would your startup hold?

You should also keep in mind that ulti-
mately you want to solve a problem bet-
ter than everyone else. It is not enough for
the market to have an unfulfilled need;
enough customers need to pick your so-
lution over others on the market. Give
them a reason for that, as mere existence
does not produce optimal results even in
your home market. This reason can be the
same in all of your markets, but it can also
vary from one market to the next (even if
the product is exactly the same). Finding
this out is fortunately relatively easy: ask
people.

If you have a developed solution at the
ready, you have two options:

A. Find a market that has a need for your product as it is

B. Take afew steps back to evaluate what the problem is that you are solving.
Then find a market where that problem is the greatest.

The right option depends, for example, on
the possible time and monetary re-
sources you have, your product type and
the competitive environment. With a
physical product it is often easier to pick
option A, especially if developing a com-
pletely new product is expensive and you
have existing stock. You might still want
to brace yourself for the reality of there
not being a market out there with
enough potential for you. If this is the
case, | recommend starting over (and
start by figuring out where the product
will solve the greatest problem).

For SaaS products the best option is often
B, because the requirement for scalability
is so crucial and the necessary re-develop-
ment process is often lighter than with
physical products. With luck your Best
Market might be equipped with needs
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similar needs to your home market, in
which case no drastic changes are
needed. Unfortunately the opposite could
also be true, and you might have to admit
that you are not solving a big enough
problem anywhere or you are not com-
petitive enough in doing it.

And before you say that people eve-
rywhere need your products, I'll re-
mind you that people also “need”
coffee everywhere and yet Starbucks
failed in Israel and Australia, for ex-
ample.

Regardless of whether you have an exist-
ing product or one that needs rebuilding,
you'll have to do your research before en-
tering a market. In addition to finding the



best market for you, you also need to
know why people on that market would
buy from you. Even if the product doesn'’t
require any changes, you often need to re-
shape the sales message. For example, in
the case of electric cars, people in the
Northern parts of the world would cer-
tainly be interested in an option that
works well in cold conditions (among
plenty of cultural or other preferences).
Because you need to be able to convince
your customers of the superiority of your
product, you must understand a) what
makes a good product for the customer
b) what other options does the customer
have in that market. You must also be
able to communicate your superiority to
the customer in a way that catches their
interest.

And yes, you should find the best possible
sales pitch as soon as possible, preferably
already in the product development
stage. “But we cannot test a product or a
sales message with the customer if we
don't have a product” you might think.
Not true. A physical product can be
shown as a 3D model, and you can easily
pitch your product using images or videos
(which you will probably do anyway). Dig-
ital products can be presented to a client

n

as a prototype, bringing out all the value
propositions without a single line of code.
Although showing an unfinished product
to a potential buyer might feel unnatural,
| can promise you that it will feel even
worse to go around showcasing a ready-
made product that nobody wants to buy.
Especially if you have sunk loads of cash
into making it.

Many international companies test proto-
types with potential buyers to figure out if
they appear to solve a major problem for
them, whether the proposed sales pitch is
compelling enough and what they'd be
willing to pay for it.

If this seems like a lot of work, you can use
our Customer Scanner service to help you
pick the right markets, create a sales mes-
sage and a possible prototype, conduct a
survey with local customers (B2C or B2B)
and guides you on how the product as
well as the sales message should be de-
veloped.

So the answer to the question “When
should you pick a market” is this: yester-
day would’'ve been the best day, today
is the second best.



WHAT IS A MARKET?

It is perhaps necessary to define what | mean by ‘market’. You
often hear it referred to as a country, but a market can also be
something else entirely. The following list contains different
types of markets and examples of when you should consider
each of them:

A. Country / nation state: There is a reason why people as-
sociate a market with a country. Many companies use
country-specific distributors in their export operations,
export numbers are often recited by country, and in
many cases, it is easier to focus on an area with a com-
mon language, culture, legislation, operating environ-
ment etc. In traditional exports (such as forestry) a coun-
try is still the best way to define a market. It is also the
best choice when sales and marketing are more cost-ef-
fective to handle nationally than regionally.

B. State: For example the United States of America is
definitely not one market, but 50 markets. Did you know
that California is the 5th biggest economy in the world?
Germany also has multiple states, and your best market
might not be Germany, but Baden-Wurttemberg with
twice the population compared to Finland. Starting with
a state is a good approach when conquering a whole
country at once is not realistic, or if needs differ widely
from one region to another or if one state’s legislation is
especially attractive in your case. For example California
is planning a similar GDPR regulation to the EU, meaning
European companies already specialized in the matter
are in a good position to succeed.

C. City: The world has tens of cities with more people than
in  Finland, even more when counting whole
metropolitan areas. It is often a good idea to start with a
city at a time when a service requires a local ecosystem.
An example of this could be Wolt or other food delivery
services who need to have a high concentration of both
restaurants and customers in a relatively small area.
There are also many products and services that can only
achieve the necessary adoption rates in big cities (such
as parking apps or certain public transport solutions), in
which case focusing on one city at a time is the best
approach and also helps to concentrate resources
better.
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D. Language region: There are many products that can easily
be sold regardless of location. For example, a large per-
centage of SaaS products are in this category. If your SaaS
solution can be sold directly online and the customer can
be located anywhere, it is often sensible to tackle a lan-
guage region as a market. Aregion sharing a language can
often share customer service resources and marketing
content. | still recommend to research if this is so, and to
make sure you understand the necessary cultural differ-
ences that may affect your business (people from the USA
and South Africa may share a language, but hardly have
similar needs). It is possible that you may have to change
some of the sales messaging, as well as to account for dif-
ferences in timezones when organizing customer service.

E. Industry: It might dawn on you that neither language nor
geographical regions make any difference, and a company
is best off by adopting a whole industry as their market.
This is usually true with products that can be used in mul-
tiple different fields (such as industrial automation soft-
ware) and where target customers are often big and global
but neich (such as universities). If you are selling for exam-
ple an industrial solution, the best thing to do would be to
pick one industry (like mining) and target all mining com-
panies globally. You can use the same methods to choose
the best industry as you would choosing the best geo-
graphical market.

Selecting a market type is a strategic decision and you
should consider it carefully even though the answer might
seem self-evident at first. Sometimes a strategy can
include a couple of different market types: you might for
example decide that you will expand city by city into one
country or language region, as this facilitates customer
acquisition and controls costs. Or if you are planning to
conqguer all of Germany, you might want to focus on one
state at a time. In any case you should be able to produce
the strategic arguments for choosing a specific market
that is right for you.
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PRACTICE

Up to this point | have been describing the general best practices of the timing and basis
for market selection and what kind of data is relevant. From here on we will focus on the
practical: | will tell you step by step how we do market selection for our clients using the
Market Scanner. As an example in building the best market parameters and indicators |
have been given the permission to use the company Geego Kids. Heidi Leivo from Geego
has been kind enough to walk through and document the process with us. The results are
fictional — the final data is obviously the property of Geego Kids.

CHOOSING THE PARAMETERS

Choosing the right parameters is not only the most important but also the most
challenging part of the market selection process. Having done this countless times our
team is usually able to quickly trace the right things when it comes to important
parameters. , but despite this we usually engage in a deep interview with the company's
team responsible for expansion. If you decide to do this with your own team, it's a good idea
to reserve three two-hour conversations and plenty of time for development in between.

A. Product
We have divided the Market Scanner B. Productions and resources
interviews into multiple sections, C. Customers
which are: D. Market

E.

Operating environment

Choosing the parameters (or data points) is about defining the key aspects affecting your
success or failure, regardless of market. In order to do this you should have a clear picture
of the circumstances: what you are offering (which problem are you solving), how does your
solution differ from other competitors, what kind of monetary resources and expertise are
at your disposal and what your ultimate goals and ambition levels are.

Ceego Kids’ product is the Geego app that activates parents and kids in their day-
to-day lives: the app features hundreds of different sports, nature and handicraft
challenges that can be done inside or outside without expensive gear. Geego wants
to bring families closer and offer them something fun to do together, which
improves the wellbeing of all the family members. Geego has several competitors
such as Rehaboo, Go Noodle, Baby Sparks, Kinedu, Seppo. In addition to competing
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Also understanding current customers

apps, the customer can solve the same problem (coming up with things to do for
families) by following influencers on social media. However, the competitors have
a different philosophy and do not offer activities involving the whole family. Geego
Kids is also easily localized: for example city challenges can be done anywhere in
the world, which offers the possibility to do family challenges in the local wood's or
on a family holiday as well.

The application is customizable and can be localized easily in terms of payment
options and language versions, while the instruction videos are also not dependent
on language (without speech). However, in order to create local challenges in the
application, local content creators are needed, which impacts scalability. The plan
/s to tackle this by expanding country by country and partnering with national
actors (Finnish examples include eg. national grocery chains, insurance companies,
sports unions) so that the application can potentially be customized from their
perspective. Cash flows are generated through the monthly payments of app users,
as well as partner contracts (having a main partner in a country does not exclude
others). Geego Kids aims for a IOM€ revenue in 5 years and 100 000 active users at
least in three European countries.

At the moment human resources

are a challenge: full-time workers
include Heidi Leivo who has a R

strong background in marketing
and sales, and Mikko Leivo, with
sales experience. Although sales in }
Finland is possible with current
resources, Iinternational sales will
require more funds as well as
people.

GEEGO valitse kayttaja

helps to form an idea of why people are HAASTEET TENAQAT

buying and using Geego, why customers
inthe current market are prepared to pay
for the app, how a standard sales process
looks like for Geego Kids and what a good
customer is like.

Dream customers for Geego Kids KAUPUNKIHAASTEEY PALKINNOT
are families with kids under 8 years
old and who wish to spend more
quality time together. On the other
hand, Geego Kids caters for
national  organizations  whose
clients include this segment of

9
F Ng J

other government agencies who
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wish to activate families (and ultimately have a positive impact on public health
and as a result decrease burden on healthcare). National sports federations are an
interesting target, as versatile activities help children to develop in their sport.
Different kinds of sports clubs are also great partners for content creation for the

app.

Corporate clients, sports federations and municipalities would most likely hear about
Ceego through a targeted sales pitch (via email or phone) whereas consumers would
most likely hear about Geego through partners, digital marketing and different kinds
of events. Corporate clients would pay for visibility (depending on its scope from tens
of thousands up to millions of euros), while sports clubs and federations would
probably pay a one-off payment for cooperation. Families would only pay around €5
per month to use the app.

After this it's time to start thinking about your Best Market: what kind of things are or are
not present in your ideal market? At this stage it's crucial to not think about a specific
market (no matter how much you want to enter Germany), but to focus on your product,
USP and customer acquisition.

For Geego, a market is a country (or in same cases possibly a state), as the strategy
requires building a phenomenon on a societal level and a nationwide partner. A good
market for Geego is one that has not been ‘completely lost” in terms of being active
with the family, where there’s a culture of independent initiative and family
orientation, although that may have started to disappear during the last generation
due to technology. At least parents should have memories of outdoor activities as a
family etc. A market that would not be ideal is one where homes aren’t built for
activities (think of British homes with small rooms, for example), or where there aren’t
enough parks. First markets also cannot be too big as building the phenomenon
would take too much resources. The ideal market is not a class society, especially if it
/s pursued through sports federations.

To identify the qualities of your Best Market you could use, for example, the four field matrix
we've used below, where you can list the desired, undesired, and crucial qualities of a
market. I've used Geego Kids as an example, but it's important for you to think about these
qualities purely from the perspective of your company and product.

A good number of parameters is around ten. In this example there are 11 after taking out
“too big” and “families who can and want to pay” are left out as they are better suited for
the pre-selection stage.
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The market should

e Have plenty of first generation,
lazy welfare state citizens

e Have companies or other organi-
sations naturally interested in the
wellbeing of families

e An active third sector

The market should not

e Be aclasssociety

e Only have potential partners that
would take years to negotiate with

e Require a lot of localisation

e Betoo big

e Have a culture that's too results ori-

ented

CREATING INDICATORS

Parameters are about what should be re-
searched whereas indicators are about
how these parameters should be meas-
ured. It's important to note that one pa-
rameter can be measured with several in-
dicators. Parameters also rarely change as
the research progresses, but indicators
can: sometimes you can find out that
there isn't enough comparable data from
every market.
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The market must

e Have lots of busy parents, who feel
guilty about not spending enough
time with their families in everyday life

e Families who can and want to pay
€5/month for the service

e Adequate mobile networks and cheap
mobile data (so the service can be
used outdoors)

e Opportunities for activities both in-
doors and outdoors

The market must not

e Have high IPR risks

Some indicators are straightforward to
create: an indicator for a market that's
“too big” is obviously the population of the
market. As population is a key criterion
and extremely easy to find out, we left it
out of our Market Scanner and used it for
pre-selection: we will only compare mar-
kets that are the right size (more about
pre-selection in the section Choosing
markets for the selection process).



On the other hand, there are no interna-
tional statistics about “first generation,
lazy welfare state citizens" (funnily
enough), so some creativity is needed to
create the right indicators. We chose “the
percentage of the population who say
they have a close relationship with na-
ture” as our indicator. Even though Geego
isn't a nature app as such, this number in-
dicates whether parents are likely to be
used to unguided activities and spending
time outdoors.

Having an active third sector is an im-
portant parameter, as it indicates there

Parameter

are enough entities that can produce
contents for the app. These entities are
also beneficial for Geego's marketing ef-
forts, as they can share the content with
their own members.

The indicator we chose for the activeness
of the third sector is “the percentage of
children (under the age of X), who take
part in organised activities”.

Below is a table of some of the
parameters and the indicators used to
measure these parameters:

Indicator(s)

Plenty of first generation, lazy
welfare state citizens

The percentage of the population who say
they have a close relationship with nature

Active third sector

The percentage of children (under the age of

X), who take part in organised activities

Opportunities for activities 1) The average size of rooms
indoors and outdoors 2) Parks and playground / population

1) Th f bil t ks, %
Adeqguate mobile network and ) 'e SONElEiee m.o | NETworEs,

2) Price level of mobile data compared to

cheap mobile data

income level

Low IPR risk level
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IPR risk level (on a scale 1-5)



CHOOSING MARKETS FOR THE SELECTION PROCESS

Once you've chosen the right parameters
and indicators, you should have a pretty
solid idea about what your Best Market
should look like (not yet what it is). There-
fore you should be able to do some pretty
straightforward pre-selection.

As we've found out in the Geego Kids ex-
ample, the market should not be too big,
so we can rule out all markets that have a
population of more than 15 million people.
On the other hand, it's difficult to make
our investments turn a profit in markets
with under 1 million people. Therefore we
will only compare markets with 1-15 mil-
lion people.

Markets with a low average salary can also
be ruled out. We also often do some light
preliminary research through our global
network to understand, for example,
some cultural elements present in the
market. With Geego Kids, we could rule
out markets that clearly aren’t a cultural
fit (a class society, not spending much
time being active with the family, third
sector is not at all active).

Those of you familiar with the Finnish
market may have noticed that Geego's
country of origin is actually a rather good
fit for them, and the best markets are
going to be quite similar.

This is not something you should rely
on though - for your product your
home market might not be a great fit
at all.

Based on this criteria, we chose the fol-
lowing markets in the pre-selection pro-
cess to be screened in the Market Scan-
ner:
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Sweden
Norway
Denmark
Austria
Portugal
Switzerland
Ireland
Croatia

. Slovakia

10. New Zealand

©ONOUAWN =

Here, | should probably point out that
GCeego’'s plan has been to expand in
Europe, but as this plan is not based on
any business related reasons that would
rule out other regions, we also included
New Zealand, as it fit the criteria of the
pre-selection phase. We usually
recommend including markets outside
your original scope, as often pre-selection
has been done based on gut instinct or a
bias towards a more familiar region. In
almost all our studies our client's gut
instinct about their best market has been
wrong and their Best Market has been
one they haven't even considered.

In terms of the number of markets you
should look at, our rule of thumb is that
if you want to find one suitable market,
compare at least seven markets. If you
want to find two, compare at least ten
and if three, compare at least 15 markets.
It doesn't really make sense to compare
two markets, for example, as you will not
be able to see the big picture and
understand what kind of markets are the
best for you (in terms of region, for
example) or how much need there is for
your solution on average. The idea is to
find the best possible market(s), not the
best out of two.



RESEARCH PHASE

Once you've chosen your parameters, in-
dicators and markets, you can finally get
down to business and dive into market re-
search. The simplest way to do this is on
Excel (or similar) where you have cross
tabulated your parameters and indicators
with the markets you've chosen.

We mostly use four different sources for
our research:

1. Public sources (Google etc.) either
in English or in the local language

2. Paid sources (like Statista)

3. Our network in different parts of
the world, who usually have ac-
cess to information or know
where to get it

4. Local associations, public agen-
cies, experts etc.

With Geego we found out that most of
the information can be found through
public and paid sources, but as there
wasn't enough information about the
third sector, we had to use other sources.
Often reaching out to local agencies and
associations through email or phone is
the most time consuming part of the
process, but it's by no means impossible.

During the research phase you'll likely
find a lot of relevant information that
might not be directly related to any of the
parameters. It's still a good idea to save all
the information you find as it may come
in handy in later stages, such as deeper
market research from a specific market.

CHOOSING THRESHOLD VALUES

Once you've filled in the required
information for every indicator, you can
breathe a sigh of relief - most of the work
has now been done! Before seeing the
final results, however, you still need to use
your brain a bit. Each indicator is an
independent piece in the puzzle that
helps you to evaluate the suitability of
each market. That is why you now need to
turn the data you've found into
comparable units.

To do this you simply need to define a
threshold value for each indicator: what
is the threshold of a good market? One of
Geego's indicators was “the percentage of
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the population who say they have a close
relationship with nature”. The threshold
could be set so that a good market is one
where more than 75% of the population
have a close relation with nature. Markets
above this threshold get higher scores.

The threshold values should not be based
on gut feeling, but they should have a
solid reasoning behind them: where's the
critical line for your business and why? Is
there a threshold where the impact of the
value is neutral (or in other words
nonexistent)? The markets below the
threshold can either get zero points or
negative points.



WEIGHING THE DATA AND RESULTS

Now you should have a long line of
numbers in front of you. What should you
do with them? You should already be able
to see a sum for each market and may
have an idea about which markets have
performed well and which haven't.

But you may also have noticed during
your research that not all information is as
critical. Some qualities of the market
might make entering that market
practically impossible, whereas others are
mostly obstacles of different sizes.

That is why different parameters should
be weighed in terms of their relative
importance. The  most important
parameters’ weight should be 1, whereas
the least important ones’ weight could be
O,1. For Geego, for example, IPR risk level
is a crucial factor, and therefore its weight
is 1 Cheap mobile data is important but
not as crucial, so its weight is 0,8. Low
needs for localisations aren’t crucial but
make life easier, so this parameter’s
weight is 0,4.
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The end
result of a
Market
Scanner
looks like
this.

<= --------

POINTS SUM
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Playing with weights also gives you the
opportunity to build different scenarios. If
GCeego decided to enter the market
through entities in the third sector
instead of corporations, for example, they
could increase the weight of the third
sector and decrease the weight of
corporations. We have used the same
method with many other clients as well to
build alternative scenarios and strategies.
“If your strategy for customer acquisition
was y, market x would be better for you
than market z.”

Once you've chosen weights for each pa-
rameter, each market should have their
total sum. It's possible that you find there
are several promising markets. It's also
possible (although quite unusual) to find
out that there are no markets that are
good enough for you. If this happens, you
can either look at other markets or decide
that you should direct your energy and re-
sources on another product.
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WHAT NEXT?

Once you've selected your next market,
you know where you're headed next. But
what happens now? For us, scanning
several markets takes a few weeks thanks
to our routines and network, but for you it
may have taken a few months. It's
understandable that you're eager to hop
on a plane and head to your next
destination, but you should still hold your
horses!

Even though you were probably able to
gather a lot of valuable data during your
research, comparing markets is not the
same as in-depth market research. Before
you start building your market entry
strategy, you should get to know the
market you've selected a bit better.
Depending on your product, customer
segment, and strategy, you'll probably
want to gather some or all of the the
following:

FINAL WORDS

e Deeper knowledge about the market
from public and other sources

e The views of experts and potential
customers based on in-depth inter-
views

e Feedbackaboutyour product, the size
of the problem you're trying to solve
and your sales message based on B2C
or B2C customer research.

This doesn’t need to be a heavy operation
and you can probably do it in a few weeks,
but it's worth doing to make sure your
strategy is as airtight as possible. All
strategic decisions should be based on
data, not gut instinct.

Once you've gathered all the data, you
can dive into your market entry strategy,
where you consider your sales channels,
building your \visibility and brand
awareness in the market, the resources
and skill set you'll need etc.

| truly hope you found this guide helpful and can use it to start your market selection
project. If you feel like the project may be too much work or you'd rather spend your time
focusing on your business, you can always contact me or anyone on my team at Palava

Global. We'd be more than happy to help!

Best regards,

Salla Hédnninen

CEO, Palava Global
salla@palava.global
www.palava.global

https://www.linkedin.com/in/salla-haenninen/
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