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Preface

Working as a marketing researcher is a very creative task. This creativity is nurtured by an industry and a discipline
that is undergoing enormous changes. Decision-makers that use marketing research are demanding greater value
for their research spend, a much quicker turnaround of research projects and more insight to, and integration of,
any information collected. Industry competition is emerging and growing from suppliers of competitive intelli-
gence, management consultants, customer database analysts and low-cost survey suppliers using new technologies.
In addition, respondents are becoming more aware of the value of their knowledge. With many surveys used to
generate news items or sales leads, respondents are more sceptical of the motives and value of surveys, creating
major challenges for the genuine marketing researcher. These challenges also create enormous opportunities for
marketing researchers who use their skills to fully grasp the changes occurring in today’s business world.

Marketing researchers must be able to cope with the technical challenges to plan, gather, analyse and interpret
information. They must be aware of the challenges faced by the array of decision-makers that trust sound market-
ing research. They must be able to empathise with the people they aim to question and observe, and to treat them
with care and respect. Marketing researchers that rise to the emerging challenges can have a genuine impact on the
strategic direction of a company. Their future is very bright, stimulating and rewarding.

Understanding the emerging marketing research challenges, developing creativity, finding the confidence to
conduct research and to discover insight in findings may seem difficult with so many options to consider. This is
where we believe Marketing Research: An Applied Approach, Third European Edition can help. Founded on the
enormously successful American editions and the First and Second European editions, this text aims to be compre-
hensive, authoritative and applied. This edition includes an array of European and international examples,
practices and illustrations. It portrays a balance of qualitative and quantitative approaches to conducting research
that allows the creative support of decision-makers. It will guide the reader through the challenges faced in con-
ducting marketing research of the highest quality. This is achieved through an appropriate blend of scholarship
with a highly applied and managerial orientation.

The book

The book is written for use at both the undergraduate and postgraduate levels. The coverage is comprehensive and
the depth and breadth of topics are well suited to both levels. The material is presented in a manner that is easy to
read and understand. There are numerous diagrams, tables and examples to help explain and illustrate the basic
concepts. If a chapter does not cover a particular topic in sufficient depth, there are numerous references to follow
a line of enquiry. The web addresses presented throughout allow for further illustration of ideas and, in many
instances, demonstration versions of software. The companion website presents a Marketing Research Software
section, links to the book’s companion Marketing Research agency — Sports Marketing Surveys — more European
cases, exercises and web links.

Marketing research is defined as a topic with a clear demonstration of how it may support effective decision-
making. This definition is set in the context of the nature and dynamics of the marketing research industry. The
limitations of marketing research are recognised, as are other means of information support that decision-makers
turn to. The process of conducting marketing research is described in six stages. Each of these stages is fully
described and illustrated. Working out an approach and research design is discussed as a foundation to administer-
ing techniques. The justification for the use of qualitative and quantitative techniques is made, with a
demonstration of how they may mutually support each other. The administration of a broad range of qualitative
and quantitative techniques is presented. Sampling issues for both qualitative and quantitative studies are dis-
cussed. Issues of ensuring the quality of data and preparing for data analysis are covered. Qualitative data analysis
is discussed in detail. Quantitative data analysis from simple descriptive statistics to sophisticated multivariate
techniques is worked through in seven chapters. Presenting research findings in both oral and written formats is
covered, with an emphasis on ensuring that the interpretation of research findings really supports decision-makers.

Xiii



Preface

Applications of marketing research in an international context are tackled in most chapters; this vital topic also has
a distinct chapter in its own right. Applying marketing research in a b2b context is illustrated in many parts of the
text but, as a vital topic for the industry with many challenges, it has a distinct chapter in its own right. The ethical
practice of marketing research and the dilemmas that researchers face are also tackled in most chapters. Discussion
of the impact of the Internet and IT on marketing research is integrated throughout the text but is also dealt with
at the end of each chapter.

Being an excellent marketing researcher requires an appreciation of, and continual practice of, all the elements
discussed in this text. This book firmly sets you on that path of creativity and excellence.

New for this edition

Revisions to existing chapters We have retained the most desirable features of the first five American editions
and the first two European editions. In all chapters that tackle quantitative techniques and analysis, none of the
well-regarded material has been lost. Changes have been made to improve the clarity of explanations, with many
new examples and updated references. Developments in the use of databases have made substantial changes in how
decision-makers are supported. These developments are tackled in the revisions to the chapter that covers ‘internal
secondary data and the use of databases. In the chapter devoted to qualitative data analysis, particular emphasis
has been placed upon clarifying the nature of grounded theory, content analysis and semiotics. In the chapter
devoted to correlation and regression, a new section is devoted to structural equation modelling. All chapters have
benefitted from more up-to-date references and, where appropriate, more relevant examples that reflect the
European and international focus. At the end of each chapter, a new section is presented with five stimulating
Exercises that can be conducted individually or in teams, both in and out of the classroom.

Web links The pace of new technological developments in the marketing research industry is breathtaking. Trying
to keep up with them is a thankless task. It can be guaranteed that as soon as any publication hits the shelves, much
material on technology can be out of date. Many of the new developments that have a demonstrable impact on the
practice of marketing research, especially through the use of the Internet, have been incorporated into each chap-
ter. To maintain the currency of technology, the web addresses of the major research associations, national
statistical bodies, and research organisations are presented. The web addresses of major suppliers of qualitative
analysis packages, questionnaire design, survey processing and statistical analysis are also presented. Care has been
taken to choose those where good case illustrations and demo versions are available, in a variety of formats to suit
individual users.

CD demonstration software The CD that accompanies this edition contains demonstration software for quanti-
tative and qualitative researchers.

Snap8 www.snapsurveys.com is powerful user-friendly software that has driven standards in survey design and
analysis in the marketing research industry for over 25 years. It is now used in over 50 countries worldwide. With
Snap8, questionnaires can be created and published for surveys that use paper, web, email and computer-assisted
personal and telephone interviews. It can then offer options to key or scan data or even to collect data automati-
cally. Survey results can be analysed, statistics calculated and tables and charts produced. These features briefly
summarise how the software helps to manage a great array of survey designs. By working through the demo, the
detail of support in survey design, i.e. the array of functions available, will become apparent. The demo will bring
to life the challenges to questionnaire and survey designers and the solutions they use in practice.

XSight www.gsrinternational.com is a new product that offers customised data analysis software for qualitative
marketing researchers. The software has been developed by QSR International who are world leaders in qualita-
tive research software as used in a variety of applications. Academic marketing researchers that use qualitative
analysis software would be familiar with QSR’s NVivo package, which we discuss in Chapter 9. In this chapter,
we discuss why for many practitioner qualitative marketing researchers, manual methods or basic computer-
based methods have been the norm. XSight has been developed in close consultation with practitioner
marketing researchers to bridge the gap between the packages designed for the needs of academics and tradi-
tional manual methods. The demo will bring to life the challenges faced by qualitative researchers in the amount
and nature of qualitative data they may collect and how they make sense of that data.
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Sports Marketing Surveys There is a new ‘companion’ marketing research agency, whose work forms a running
case throughout the text. In most chapters, examples will be presented based upon work conducted by the market-
ing research agency Sports Marketing Surveys. This independent marketing research agency has specialised in the
sponsorship and sports industry for the past 20 years. The sports industry and many sponsorship deals are often
multi-country in their reach and activity and to meet these challenges Sports Marketing Surveys has the capability
of working and reporting on a worldwide basis, in over 200 countries, for events such as the Olympic Games,
Wimbledon, the Ryder Cup and the Football World Cup. Work from four projects conducted by Sports Marketing
Surveys will be used as running examples throughout this book:

Racetrack 2003 — a syndicated study to measure the attitudes and opinions of, and profile, the Formula One fan
across eight countries worldwide.

Nestea — sponsorship evaluation in ‘Wind, Water and Waves Hungary and Germany, and Beach Volleyball in
Italy, Germany and Sweden.

Flora London Marathon 2004 — TV media analysis, public awareness tracking and target market research.

Rugby League — understanding and quantifying the core values of Rugby League and new branding concepts for
the game.

Elements of these commercially sensitive projects will be chosen to show how Sports Marketing Surveys managed
the challenges of conducting actionable marketing research. There will also be a distinct section on the companion
website devoted to Sports Marketing Surveys.

Companion website The companion website has been updated to reflect the changes in this edition. There are
new European case studies with discussion points and questions to tackle. All the referenced websites on the text
are described with notes of key features to look for on a particular site.

There is a new section on the website devoted to Marketing Research Software. This section is based upon the
work of three contributors:

Peter Wills is the CEO of SNAP Surveys and a Senior Visiting Fellow at the University of Southampton. He has
contributed to the first two editions of this text, writing Professional Perspectives on the impact of the Internet
on marketing research and how technology changes affect questionnaire and survey design. Peter has helped a
huge variety of organisations with marketing research problems. As well as the SNAP software, his business
encompasses training, software implementation and bespoke survey and questionnaire design, data entry, analy-
sis and reporting; especially utilising the Internet but also incorporating the latest technological developments to
capture data. He has worked directly with research users and research companies.

Tim Macer is the Managing Director of Meaning and a Senior Visiting Fellow at the University of Southampton.
He has established a reputation internationally as an authoritative and independent analyst and commentator
on software for survey research, data collection and analysis. He is often called on by industry bodies such as the
Association of Users of Market Research Agencies (AURA), the Council of American Survey Research
Organisations (CASRO), the Marketing Research Association (MRA) and the Market Research Society (MRS) to
speak as an impartial commentator at conferences or training events. Tim regularly contributes to two industry-
respected magazines — Research in the UK and Quirk’s Review in the USA — on software and technology. He has
contributed to the first two editions of this text, allowing access to his published reviews of the huge variety and
applications of software that support marketing research activity.

Karen Thomas is the marketing director of QSR International. She is responsible for their Marketing Strategy,
Communications, Customer Service and Business Analyst functions. Karen drew experience from working in
Australia and the UK, including senior management positions with a global IT firm and consultancy. QSR are
the world’s leading supplier of qualitative data analysis software. Their products — NVivo, N6 and XSight — are
used in over 90 countries throughout the world. More researchers use QSR products than all other qualitative
research software. Karen’s work on the marketing research impact of XSight illustrates the innovations of a com-
pany with over 20 years’ experience in data analysis software development and an in-depth understanding of
qualitative research.
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Instructors manual The instructors manual is very closely tied to the text, but is not prescriptive in how the
material should be handled in the classroom. The manual offers teaching suggestions, answers to all end-of-chapter
questions, Professional Perspective discussion points, and case study exercises. The manual includes PowerPoint
slides, incorporating all the new figures and tables.

Photography Photographs that accompany any management textbook may be perceived as trivial and mere
embellishments. I do not take this view. I see textbook photographs as a means to encapsulate the essence of a sub-
ject, its joys and its challenges. In putting together the new colour photographs for this edition, I wanted images that
portray the competitiveness, dynamism and creativity of marketing research. The work of Sports Marketing Surveys
and many of the other text examples exemplify these characteristics, and the images amplify them. The four-colour
design of the book portrays the vitality of marketing research. Some of the images in this edition have a serious
intent, linking a particular image to concepts and aiding the recall of a concept. Others are there to lighten the some-
times difficult technical passages. In their own right, each image has many technical and artistic merits.
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Full colour photography throughout vibrantly
illustrates key points and examples

(24

Multidimensional
scaling and conjoint
analysis

Objectives
After reading this chapter,you should be able to

Objectives at the beginning of each chapter outline what you
should expect to learn from the chapter

1 discuss the e
multidimer scaling [MDS) in ng
ey apphcalmns,
describe the steps involved in MDS of perception
data, including formulating the problem, obtaining
input data, selecting an MDS procedure, de
on the number of dimensions, labelling the
dimensions and interpreting the configuration, and
assessing reliability and validity:

Multidimensional scaling allows the
perceptions and preferences of
consumers to be clearly

represented in a spatial map.
Conjintaalysis helpsto P E
determine the relative importance of preferences;
of attributes that consumers use in explain corraspondence analysis and discuss its

! advantages and disadvantages;
choosing products.
understand the elationship between MDS

discriminant analysis and factor analysis; Chapter 14 Sompling: design and procedures

erview

Sampling is 2 key component of any rescarch design. Sampling design involves several
describe the procedure for conducting conjoint basic questions:

analysis, including formaulating the problem,

constructing the stimuli, deciding the form of input
data, selecting a conjoint analysis procedure,
interpreting the results, and assessing reliability
and validity;

6 discuss the basic concepts of conjoint analysis,
contrast it with MDS and discuss its various
applications;

~«— An Overview
summerises the
topics ddiscussed

1 Should a sample be taken?
2 1f so, what process should be followed?
3 What kind of sample should be taken?
4 How large should it be?

define the concept of hybrid conjoint analysis and
explain how it simplifies the data collection task.

STAGES
Data preparation
and analysis

5 What can be done to control and adjust for non-response errors?
“This chapter introduces the fundamental concepts of sampling and the qualitaive con-
siderations necessary to answer these questions. We address the question of whether o
not to sample and describe the steps involved in sampling. Next, we present non-proba
bility and probability sampling techniques. We discuss the use of sampling techniques
i international marketing rescarch and identify the relevant ethical ssues. Staistical
determination of sample size, and the causes for, control of and adjustments for non
response error, are discussed in Chapter 15.

We begin with the following example, which illustrates the usefulness of sampling.

in the chapter

Stage flowcharts show how the chapter fits
into the SiX Stages Of the marketing research Example g:rr:::::sﬁenz. BMW and Audi seen as top three car manufacturersby e Examples analyse

process

Responerate

Example

Non-responsa bias
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Acomparative evaluation o survey techniques.
visual aids to help with lengthy and complex scales. Some personal inerviews last for as
long as 75 minutes. In contrast to in-home and in-offce ntervierw

treet interviews and

CAPI provide only moderate amounts of data. Because these interviews are conducted in

shopping centres and other central hnmmm a respondent’s time is more limited.
Iy,

terview time is 20 minutes or les

Ml sveys o yeld moderate smnts of daa. Fil long quesionnies can be
used because short questionnaies do not necessarily generate higher response rates
than long ones. The same i true for email and Internet surveys, although the Internet is
a better medium in this respect. Mail panels, on the other hand, can generate large
amounts of data because of the special relationship between the panel members and the
sponsoring organisation.

Traditional telephone intervicws and CATI result i the most limited quantities of data
They tend to be shorter than other surveys becaus terminate the
telephone conversation at their own discretion. These interviews commonly
minutes, although longer interviews may be conducted when the subject matter is of

respondents can

bout 15
interest o the respondents.”

Response rate
Survy espons e i broadly defined s the erntoge o h ol tempicd i
ompleted. Personal, i

nd CAPL inter:
js not generalisable to all countri

asillus

Where respondents are particularly reluctant to give their opinions”?

Nonesponse is a common problem in most countries, but Germany has a particularly bad
reputation when It comes to closed doors. A manager, responsibe for supplier management
at a domestc products giant, works with most global agencies in Germany for quantitative
research. For products in for nstance the baby care line, t proved very cumbersome 10 find

careful before answering. Jonn Atfeld of RMM Marketing Research International worked in
England before his 1.year stint in Germany. The diferences in response he observes are
dramatic. He takes extra special care n desighing questionnaires, fo instance: ‘One cannot
approach Germans with the same introductory texts as in, for instance, the US. In the US
the assumplion is made that the respondent s going 1o enjoy the survey. But in Germany
people think tis 2 pain.

‘Telephone interviews, traditional and CATL, also suffer from not-at-homes or no-
smavers. 1 3 sudy vlving st itervcws and o cens of all At
telephone market research providers it was reported that about half of all placed te
phone clls g0 unsnonered: and el ca outnamber neriews m up to six to one.
were built into the research design in mos

pnsm.;l» in some cases, there were none, despite research that st il s
increase response rates by up to 76%.”

Mail surveys have the poorest response rate. In a mail survey of randoml
respandens, without any pre- or postmaling contact, response rates ca
ch low response rates can lead to srious bias (non-response bi

part in the survey are meaningful to the person and are clearly communicated to they
‘The magnitude of non-response bias increases as the response rate decreases. Response

279

Harrs Interactive (wwnw harrsinteractive.com/europe/) conducted research to understand
the values that adult consumers from the UK, France, Germany, laly and Spain associate
with 21 major automabille brands ahead of the 61t International Motor Show (2005) in
Frankiurt, Germany

Key findings from the study Included:

In the fe

overal brand qualfy
Prestiglous German cars, Including BMW, Mercedes Benz and Aud, are on the overal top
fve lists for brands that convey the values of success and financial securty; however, they
o not make the lists for brands that convey the values of family, froedo or sociabilty.
Consumers are more likely to associate family values with cars manfactred or badged
in their own countries. So, n laly, Fat conveys the strongest family values; in France,
Pougeot, Renault and Citroén; in Germany, Volkswagen comes in third on the st after
Ford and Vaushall/Opel, and likewise Rover in the UK.

Harts Interactive conducted the online survey among 6,717 aduts aged 16 and over from
five European countries: the UK (2,080), France (1,179), laly (1,181), Spain (1,079) and
Germany (1,198). Data were weighted to be representative of the general population in
ach country with respect to income, education, geographic location and propensity to be
oniine. These online samples were nat probabillty samples

Marginal definitions highlight
the key terms in the text

A Glossary of these terms is provided both
at the end of the book and on the website at
www.pearsoned.co.uk/malhotra_euro

specific companies
to bring the topics
to life



The marketing research praposal

to a research project will depend mostly upon how much past work mark
researchers have done for the decision-makers. In projects where rescarchers and ms
keters are working together for the first time, much exploratory work may be
undertaken by the marketing rescarche to understand an industry organisation,

focused background. The two companies have worked
upon their shared knowledge and their shag

Sports Marketing Surveys

Nestea research proposal: background

Nestea has entered into two sponsorships for 2004 that it elieves match ts target market
and key lfestyle atributes:

Water, Wind and Waves. The initial title sponsorship of windsurfing through the
Professional Windsurfers Association Racing World Tour and individual races. In laly.
owever, sailing has been chosen in preference since local market indications are that
‘windsurfing does not it the key criterla. The intention would be to widen the field to
include other relevant sports i this category.

Beach Volleyball. Sponsorship within the Boach Volleyball European Champlonship Tour.
s is not  ttle sponsorstip of events but major sponsor beneits are expected.

T popularity of iced tea varies across Europe, with Spain having relativly low levels of

‘consumpion compared wih high levels in Ity In tun, the penetration of Nestea varies by

teritry and it has & major competitor — Lipton, who is active in sporsorship and has been

Sponsorship I5 being viewed as a marketing option to Increase the Nestea brand share

in key counties and to lnk the sponsored properties’” markets and liestyle images with

activation and leverage" support - the most crucial area to ensure optimisation of sponsor-

ship impact

* A property
Leversge in nvestment in otner nat il

Integate with and enhance the sponsorship.

3 Problem definition. Again, if necessary; the researcher may go beyond the problem defi-
nition presented in the brief. If the researcher sces potential to add value for the
marketer through alternative diagnoses of the problem presented in the bricf, then
these should be shown. If the researcher sees a problem in the brief that is ambiguous
or unattainable, again alternative diagnoses should be presented. From this section, the
marketer’s gaps in knowledge should be apparent

4. Rescarch abjectives. These may be presented in the form of clear hypotheses that may be
tested. They may also cover broader areas in terms of ‘research questions'that are to be

explored rather than formally measured in a conclusive manner.

5 Research design. The research design to be adopted, in broad terms classified as
exploratory, descriptive or causal, should be specified. Beyond such a broad classifica-
tion should be details of the individual techniques that will be adopted and
will unfold and connect to each other. This means that the reader will learly see meth
ods of collecting the desired data,justification for these methods, and a sampling plan
to include details of sample size(s). This applies to both quantitative and qualitative
approaches. The following example from Sports Marketing Surveys’ Nestea project is a

how
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International marketing research shows how —— g
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the Olympics, Formula One racing and Beach Volleyball

Take these case studies further at
www.pearsoned.co.uk/malhotra_euro

Chapter 3. Research design

different aspects of the marketing research
process fit into an international context

Internet and computer applications.

Example

~<— Ethics in Marketing

“The researcher has several ethical responsibilities to both the client and the respon-
dents pertaining to sampling. With regard to the client, the researcher must develop a
sampling design that best fits the project in an effort to minimise the sampling and
non-sampling errors (see Chapter 3). When probability sampling can be used it
shoul

‘When non-probability design such as convenience sampling is used, the limitations
of the design should be explicit in any findings that are presented. It is unethical and
misleading o treat non-probability samples as probability samples and to project the
results to a target population. Appropriate definition of the population and the sam-
pling frame, and application of the correct sampling techniques, are essential if the
research is o be conducted and the findings used ethically.

Rescarchers must be extremely sensitive to preserving the anonymity of the respon-
dents when conducting business-to-business rescarch with small populations,
particularly 15 to the clent. When the population size is small,
itis casier to discern the identities of the respondents than when the samples are drawn
from a large population. Special care must be taken when sample defails ae too reveal-

ing and when using verbatim quotations in reports to the client. This problem s acute
in areas such s employee research. Here a breach of a respondent’s anonymity can cost
the respondent a pay rise, a promotion, or his or her employment. In such situations,
special effort should be made to protect the identites of the respondents. In such situa
tions, the researcher has the ethical obligation to protect the identities of respondents,
even if it means limiting the level of sampling detail that is reported to the client and
other paries.

Research focus on
the ethical practice of
marketing research
and the dilemmas
that researchers face

International marketing research

While conducting international marketing research, i is ol that,
given environmental differences, the rescarch design ay for one country may
ot be suitable i another. Conside the problom of determining hovsehold attudes
towards major appliances in the Netherlands and Saudi Arabia. While conducting
exploratory research in the Netherlands,it s appropriate to conduct focus groups
jointly with male and female heads of houscholds. It would be inappropriate to con-
duct such focus groups in Saudi Arabia, however. Given the traditional culture, wives
are unlikely to participate freely in the presence of their husbands. It would be more
useful to conduct one-on-one in-depth interviews with both male and female heads of
households being included in the sample. An understanding of environmental influ-
ences can affect the choice and application of individual research techniques.
Ultimately, the rules of using different techniques to build up an understanding of
consumers remains the same, regardless of geographic boundaries, a ilustrated in the
following example.

A marketing research study was performed to gain insight and understanding into the
behaviour of consumers in China in relation to sports and sporting goods. The research
design included both exploratory and conclusive research. Exploratory research was nec
essary 1o gain an understanding of the social, cultural, economic and legal environment
of China, The researcher also utiised both secondary data and one-to-one depth inter-
Views with etail outiet managers to gather this information.

For the conclusive research, a single cross-sectional design was used. A survey was
developed and 4,000 questionnaires were distributed to respondents in 10 Chinese
clles. Of these, 54% were completed and returned. A single cross-sectional design was
‘approprate because the researcher wanted to gain an understanding of the current state.
of consumers' atttudes, motivations and benaviours in reation to sporting goods.

AS well as findings such as the strong brand recognition of Adidas, Nike, Asics and
Reebok, specific social, cultural and environmental trends were also identified. For
instance, China is becoming more fitness conscious. China is also becoming a more
casual society, which is leading 1o the use of sporting goods for facltation of the casual
Iiestyle. Also, the Chinese tend to shop a lot on Sundays and the Chinese wife tends to
make family purchasing decisions.

In many countries, particularly developing countries, consumer panels have not been
developed, making it difficult to conduct descriptive longitudinal research. Likewise, in
many countries the marketing support infrastructure — that i, retaling, wholesaling,
advertising and promotional infrastructure ~ is lacking, i infeasible to s
ment a causal design involving a field experiment. In formulating a rescarch des
Considerable effort s required 1o ensure the equivalence and comparabilyof scondry
and primary data obtained from different countries. In the context of collecting pri-

‘mary data, qualitative research, survey methods, scaling techniques, questionnaire
design and sampling considerations are particularly important, These topics are dis-
cussed in more detail in subsequent chapers.

~«— Internet and computer applications
illustrate the impact of technology and

Sampling potential respondents who are surfing the Internet is meaningful if the s1mp]c
generated is representative of the target population. More and more industrie:
meeting this criterion. In sof

conductors and graduate education, it is now feasible to use the Internet for sampling

fivvare, computers, networking, technical publishing, semi.

respondents for quantitative research, such as surveys. For internal customer surveys,
the client’s employees share a corporate email system, an intranet survey is prac

tical, even if workers have no access to the external Internet

To avoid sampling errors,the researcher must be able to control the pool from which.
the respondents are selected. Also, it must be ensured that the respondents do not
respond more than once. These requirements are met by email surveys, in which the
researcher selects specific respondents. Furthermore, the surveys can be encoded to
match the returned surveys with their corresponding outbound emailings. This can also
be accomplished with web surveys by emailing imvitations to selected respondents and
asking them o visit the website on which the survey is posted. In this case the survey is
posted in a hidden location on the web, which is protected by a password. Hence, non
invited web surfers are unable to access it

Non-probability as well as probability sampling techniques can be implemented on
the Internet. Moreover, the respondents can be pre-recruited or tapped online, as when
discussing access panels in Chapter 3. Tapping visitors to a website is an example of

425

the Internet on marketing research

Focus on Sports Marketing Surveys is a set of sports marketing
case studies that run throughout the text, including material on
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Exercises

1 Discuss the similarty and difference between cluster
analysis and discriminant analysis.

Wnat s a ‘oluster’?

Wnat are some of the uses of cluster analysis in

marketing?

4 Briefly define the following terms: dendrogram,
Icice plot, agglomeration schedule and cluster
membership.

5 What s the most commonly used measure of

similarty in cluster analysis?

Prosent a dlassification of clustering procedures.
Upon what basis may a researcher decide which
variables should be selected to formulate a
clustering problem?

8 Why is the average linkage metnod usually preferred
t0 single linkage and complete finkage?

e the two major disadvantages of non
Noraronatcmonng proostnes?

What guidelines are available for deciding the
number of clusters?.

What is nvolved In the interpretation of clusters?

3

What role may qualiative methods play n the
Interpretation of clusters?

What are some of the additional variables used for
profing the clusters?

Describe some procedures avalable for assessing
the qualty o clustering solutions.

How s cluster analys's used to group variables?.

Exercises

1 Analyse the data in Table 23.1 using the folowing
hierarchical methods:
a Singl linkage (nearest nelghbour
b Compee in ge(mnhestne\ghhauv)
¢ Method of
Use SPSS, SAS or Minitab. Compare your results with
those given in Table 20.2.

a Cluster the respondents based on the identiied
variables using hierarchical lustering. Use Ward's
method and squared Eucidean distances. How
many clusters do you recommend and why?
Cluster the respondents based on the identfied
Variables using kmeans clustering and the number
of custers identied in part . Compare the results
10 those obained in part

4 You are a marketing research analyst for @ major

g

ta on this scale and standard

15 variables measring consumer atitudes 1o
budget airines.

2 Conduct the following analyss on the boats data
(taken fom Exerise 4, Chapter 20). Consider anly the
following veribles: evaluations o th boots on
comfort (1), sty (V) and durabilty ().

a Cluster the respondents based on th identifed
varables using herarchical clusteing. Use Ward's
method and sauared Euclidean distances. How
many clusters Goyou recommend and why?

b Clster he respondents based on the identifed
variables using kmeans clusteing and the
number o cl compare
the esults 10 those obtained in

3. Analyse the Benetton data (aken from Exercie 4,

Chapter 18). Consider only the following variables:
awareness, atitude, preference, ntention and loyalty
towards Benet

Chapter 23 Cluster analysis
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Introduction to
marketing research

Objectives
After reading this chapter, you should be able to:
1 understand the nature and scope of marketing

research and its role in supporting the design and

Marketing researchers support implementation of successful marketing decisions;

2 describe a conceptual framework for conducting
marketing research as well as the steps of the
analysing and interpreting marketing research process;

information needed to ident,'fy and 3 distinguish between problem identification and
problem-solving marketing research;

decision-makers by collecting,

solve marketlng problems. 4 appreciate the relative importance of marketing

research in countries throughout the world;

5 understand the types and roles of research
suppliers, including internal and external,
full-service and limited-service suppliers;

6 understand why some marketers may be
sceptical of the value of marketing research;

7 appreciate the demands for marketing
researchers to supplement their technical
research skills with managerial skills;

8 appreciate the complexities involved in
international marketing research;

9 understand the basis of ethical aspects of
marketing research and the responsibilities that
marketing research stakeholders have to them-
selves, each other and to the research project;

10 appreciate the potential opportunities and threats
of the Internet to marketing researchers.
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Overview

Marketing research comprises one of the most important and fascinating facets of mar-
keting. In this chapter, we describe the nature and scope of marketing research,
emphasising its role of supporting marketing decision making, and provide several real-
life examples to illustrate the basic concepts of marketing research. We give a formal
definition of marketing research and show how this links to a six-stage description of
the marketing research process. This description is extended to illustrate many of the
interconnected activities in the marketing research process. We then subdivide market-
ing research into two areas: problem identification and problem-solving research. The
extent and growth rates of marketing research expenditure throughout the world are
then presented followed by an overview of marketing research suppliers and services.

There are many successful marketing decisions that have been founded upon sound
marketing research: however marketing research does not replace decision making. The
limitations of marketing research are established and these lead on to the growing
demands upon the marketing research industry to produce research findings that are
actionable and relevant to marketing decision makers. Many individual examples will be
presented to illustrate the managerial challenges of making marketing research action-
able and relevant, but beyond these individual examples we showcase the exciting work
of Sports Marketing Surveys. This independent marketing research agency has spe-
cialised in the sponsorship and sports industry over the past 20 years. The sports
industry and many sponsorship deals are often multi-country in their reach and activ-
ity, and to meet these challenges Sports Marketing Surveys has the capability of working
and reporting on a worldwide basis, in over 200 countries for events such as the
Olympic Games and the Football World Cup. Work from four projects conducted by
Sports Marketing Surveys will be used as running examples throughout this book.

The topic of international marketing research is introduced. International marketing
research will be discussed systematically in subsequent chapters and will be tackled in a
dedicated chapter.

The ethical aspects of marketing research and the responsibilities that marketing
research stakeholders have to themselves, to each other and to the research project are
presented and developed in more detail throughout the text.

Finally, a general introduction to the use of the Internet in the marketing research
industry is made. Specific issues relating to the impact of the Internet and computers
will be developed throughout the text.

What does marketing research encompass?

The term ‘marketing research’ is broad in meaning. This breadth will be explored and
illustrated throughout this chapter. What will become apparent is that it is related to sup-
porting marketing decision making in many ways. The following example illustrates the
variety of marketing research techniques used at Royal Ahold and the role of marketing
research in supporting decision-makers.



What does marketing research encompass?

Example Listening to the customer - research at Royal Ahold’

Royal Ahold is a world supermarket leader. In the Netherlands Ahold operates six chains with
over 1,750 outlets, including the flagship Albert Heijn supermarkets. Worldwide, Ahold serves
20 million customers weekly in 3,400 stores in 17 countries across the USA, Central and
Western Europe, Latin America and Asia. Customer orientation is at the top of the fundamen-
tal principles of the company. Its credo is that the customer comes first: ‘However big we
become, however international, it is ultimately the customer who determines our success.’

The following list summarises the ways that Royal Ahold ‘listens’ to its customers to
maintain its customer orientation and continued success:

® Produces economic analyses and forecasts. It does this by gathering secondary data
and intelligence that give it an understanding of retail developments, competitive threats
and market changes.

® Uses and contributes to audit data from A.C. Nielsen to obtain global data about devel-
opments in their markets.

® Seces its stores as a major ‘market research laboratory’ to study customers. It knows
when they come in, how often and what they buy. Fundamental to these observations is
the use of scanner systems and loyalty cards.

® Uses focus groups as a major source of information about how customers and non-
customers feel. It insists that management teams watch and listen to these discussions.

® Uses observation approaches to watch how customers behave in store, using protocol
tapes (where people think aloud about the purchases they are making).

® Selects some researchers to supply raw data, where it performs its own analyses and
interpretations, whilst in other projects it uses specialised strategic input from researchers
to provide added value.

® Shares its best practices and know-how. It has an electronic market research platform
where researchers discuss their projects and any problems they have. For example, if a suc-
cessful approach has been used in the Netherlands, they can consider using it in the USA.

® Circulates a digest to the Corporate Executive Board and management teams all over the
world. Market Research Findings is issued twice a year, giving details of important
papers, articles and reports on retail research from inside or outside the Ahold company.

Bert L. J. van der Herberg, Vice President Market Research, summarises the role of market
researchers at Royal Ahold:

Researchers are backroom consultants. | see the market researcher as a philosopher who
can take a critical view of the internal and external world. The researcher can act as ‘the
serious fool’ to the court. The Board takes on our ideas and our language, but the market
researcher is not the spokesman for the company. They are listeners and interpreters.t

The use of a variety of techniques is vital to support a variety of key marketing deci-
sions. The following two examples from Philips and the Nordea Bank illustrate how
integral marketing research can be to sound decision making.

Example Research is integral to marketing at Philips?

A few years ago, Philips Consumer Electronics determined that the market for traditional
personal audio was diminishing. Its researchers looked into what the key needs and drivers
of teenagers were and came up with concepts such as adaptability, choice flexibility, sharing
experiences and spontaneity. They selected a few of these as a basis for their designers to
start developing products. They also meticulously identified the value proposition they
wanted to offer with new products coming out of the designer pipeline. Subsequently, when
a product was presented during the trial phase, Philips let the researchers determine,
through qualitative research, what the consumer saw as the primary benefits and concerns
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Example

of the product. Philips wanted to identify exactly why it would make a product, for whom it
would make it and how it would be differentiated from other products. After Philips had
decided to go to market with these products (a series of very small portable MP3
players/cameras that fit on a key ring), it again turned to its researchers to test the adver-
tising campaign that was developed for the product.

Nordea: a new brand in the making?®

Nordea is a leading bank in the Nordic region with around 1,200 branch offices and some
11 million clients of which 3.9 million are e-customers. It was created around 2000 through
a series of mergers between Nordbanken in Sweden, Merita Bank in Finland, Unibank in
Denmark and Christiana Bank og Kreditkasse in Norway. Before the merger, each original
bank conducted ongoing customer and employee satisfaction surveys, including monitoring
its reputation and image. At the time of the merger there was a solid basis to continue these
surveys. Since branding of the new name was central to creating Nordea, concurrent with the
satisfaction surveys, specific surveys were needed to support the brand building process.
This consisted of five phases:

1 Establishing common core values: surveys were instituted to ensure the basis to launch
the new brand, for instance a comprehensive laddering survey to form the basis of
Nordea’s positioning strategy.

2 Choosing a new name: the name studies took several months to complete and substan-
tial resources were committed to test associations with potential candidates including
‘Nordea’.

3 Ensuring name awareness: on launching the Nordea name, a frequent and detailed name
awareness tracking was initiated. As awareness grew, the tracking was phased out and
eventually focused exclusively on the quality of the awareness.

4 Positioning the brand: the initial purpose of the brand positioning survey was to create a
common understanding of the original banks’ positioning and to identify the position
towards which the brand should move based on the company’s business strategy. As the
survey had to reflect feelings and values in four different languages when employees did
not even ‘speak the same language’, linguistic pitfalls had to be taken into account.

5 Building reputation: as a company turn-around process was initiated at the time, the
focus shifted towards the bank’s corporate reputation. This was measured by Reputation
Excellence, a syndicated Nordic survey marketed by Danish MarkedsConsult. Nordea
took an active role in designing the survey when launched in 2003. The survey was
based on 15,000 CATI interviews in the Nordic countries carried out by Nordic Norstat.

These examples illustrate only a few of the methods used to conduct marketing
research, which may range from highly structured surveys with large samples to in-depth
interviews with small samples; from the collection and analysis of readily available data to
the generation of ‘new’ data; from direct interaction with consumers to the distant obser-
vation of consumers. These examples illustrate a few of the applications of marketing
research in supporting decision-makers. This book will introduce you to the full comple-
ment of marketing research techniques. These examples also illustrate the crucial role
played by marketing research in designing and implementing successful marketing plans.*
This book will also introduce you to a broad range of marketing applications supported
by marketing research.

The role of marketing research can be better understood in light of the basic marketing
paradigm depicted in Figure 1.1. The emphasis in marketing, as illustrated in the Royal
Ahold example above, is on the identification and satisfaction of customer needs. To



Figure 1.1

The role of marketing
research within the
marketing system
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determine customer needs and to implement marketing strategies and plans aimed at sat-
isfying those needs, marketing managers need information about customers, competitors
and other forces in the marketplace. In recent years, many factors have increased the need
for more accurate and timely information. As firms have become national and interna-
tional in scope, the need for information on larger, and more distant, markets has
increased. As consumers have become more affluent, discerning and sophisticated, mar-
keting managers need better information on how they will respond to new products and
other marketing offerings. As competition has become more intense, managers need
information on the effectiveness of their marketing tools. As the environment is changing
more rapidly, marketing managers need more timely information to cope with the impact
of changes.’

Marketers make decisions about what they see as potential opportunities and problems,
i.e. a process of identifying issues. They go on to devise the most effective ways to realise
these opportunities and overcome problems they have identified. They do this based on a
‘vision” of the distinct characteristics of the target markets and customer groups. From this
‘vision” they develop, implement and control marketing programmes. This ‘vision” of mar-
kets and subsequent marketing decisions may be complicated by the interactive effects of
an array of environmental forces that shape the nature and scope of target markets. These
forces also affect the marketers’ ability to satisfy their chosen target markets.

Within this framework of decision making, marketing research helps the marketing
manager link the marketing variables with their environment and customer groups. It
helps remove some of the uncertainty by providing relevant information about marketing
variables, environment and consumers.

The role of the marketing researcher in supporting the marketing decision-maker can
therefore be summarised as helping to:

® describe the nature and scope of customer groups;

e understand the nature of forces that shape customer groups;

e understand the nature of forces that shape the marketer’s ability to satisfy targeted
customer groups;

e test individual and interactive marketing mix variables;

e monitor and reflect upon past successes and failures in marketing decisions.
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Traditionally, marketing researchers were responsible for assessing information needs and
providing the relevant information, while marketing decisions were made by the man-
agers. These roles are changing, however, and marketing researchers are becoming more
involved in decision making; conversely, marketing managers are becoming more involved
with research. This trend can be attributed to better training of marketing managers and
advances in technology; we will discuss this in more detail towards the end of this chapter.
There has also been a shift in the nature and scope of marketing research, where increas-
ingly marketing research is being undertaken on an ongoing basis rather than in response
to specific marketing problems or opportunities on an ad hoc basis.®
This crucial role of marketing research is recognised in its definition.

Definition of marketing research

Marketing research

A key element within the total
field of marketing
information. It links the
consumer, customer and
public to the marketer
through information which is
used to identify and define
marketing opportunities and
problems; to generate, refine
and evaluate marketing
actions; and to improve
understanding of marketing
as a process and of the ways
in which specific marketing
activities can be made more
effective.

Marketing research
process

A set of six steps which
define the tasks to be
accomplished in conducting
a marketing research study.
These include problem
definition, developing an
approach to the problem,
research design formulation,
fieldwork, data preparation
and analysis, and report
generation and presentation.

The European Society for Opinion and Marketing Research (ESOMAR) defines marketing
research as given below. For the purpose of this book, which emphasises the need for
information in the support of decision making, marketing research is defined as:

Marketing research is a key element within the total field of marketing information. It
links the consumer, customer and public to the marketer through information which is
used to identify and define marketing opportunities and problems; to generate, refine and
evaluate marketing actions; and to improve understanding of marketing as a process and
of the ways in which specific marketing activities can be made more effective.

Several aspects of this definition are noteworthy. First, it reinforces the notion of basing
marketing decisions upon a strong understanding of target customers. It stresses the role
of ‘linking’ the marketer to the consumer, customer and public to help improve the whole
process of marketing decision making.

ESOMAR further qualifies its definition of marketing research by stating:

Marketing research specifies the information required to address these issues [of linking
the consumer, customer and public to the marketer]; designs the method for collecting
information; manages and implements the data collection process; analyses the results; and
communicates the findings and their implications.

The above qualification of the definition of marketing research encapsulates the marketing
research process. The process is founded upon an understanding of the marketing deci-
sion(s) needing support. From this understanding, research aims and objectives are
defined. To fulfil defined aims and objectives, an approach to conducting the research is
established. Next, relevant information sources are identified and a range of data collection
methods are evaluated for their appropriateness, forming a research design. The data are
collected using the most appropriate method; they are analysed and interpreted, and infer-
ences are drawn. Finally, the findings, implications and recommendations are provided in a
format that allows the information to be used for marketing decision making and to be
acted upon directly.

Marketing research should aim to be objective. It attempts to provide accurate infor-
mation in an impartial manner. Although research is always influenced by the researcher’s
research philosophy, it should be free from the personal or political biases of the
researcher or decision-makers. Research motivated by personal or political gain involves a
breach of professional standards. Such research is deliberately biased to result in predeter-
mined findings. The motto of every researcher should be ‘Find it and tell it like it is’
Second, it is worth noting the term ‘total field of information’ This recognises that mar-
keting decisions are not exclusively supported by marketing research. There are other
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means of information support for
marketers from management consult-
ants, raw data providers such as call
centres, direct marketing, database
marketing and telebusinesses.” These
alternative forms of support are now
competing with a ‘traditional’ view of
marketing research. The methods of
these competitors may not be adminis-
tered with the same scientific rigour
and/or ethical standards applied in
the marketing research industry.
Nonetheless, many marketing decision-
makers are increasingly using these
other sources which collectively are
changing the nature of skills demanded
in marketing researchers. These demands
will be discussed in more detail later
in this chapter.

Source: © Alamy

The marketing research process

Figure 1.2

Simple description of
the marketing research
process

The marketing research process consists of six broad stages. Each of these stages is devel-
oped in more detail in subsequent chapters; thus, the discussion here is brief. The process
illustrated in Figure 1.2 is of the marketing research seen in simple stages. Figure 1.3 takes
the process a stage further to show the many iterations and connections between stages.
This section will explain the stages and illustrate the connections between the stages.

Stage 1:
Problem definition

l

Stage 2:
Research approach developed

l

Stage 3:
Research design developed

l

Stage 4:
Fieldwork or data collection

l

Stage 5:
Data preparation and analysis

l

Stage 6:
Report preparation and presentation
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Step 1: problem definition. The logical starting point in wishing to support the decision-
maker is trying to understand the nature of the marketing problem that requires research
support. Marketing problems are not simple ‘givens), as will be discussed in Chapter 2, and
the symptoms and causes of a problem are not as neatly presented as they may be in a case
study such as those found in marketing textbooks. In Figure 1.3, the first three stages show
the iterations between environmental context of the problem, marketing decision problem
and marketing research problem. Understanding the environmental context of the problem
has distinct stages that will be discussed in Chapter 2. It involves discussion with decision-
makers, in-depth interviews with industry experts, and the collection and analysis of
readily available published information (from both inside and outside the firm). Once the
problem has been precisely defined, the researcher can move on to designing and con-
ducting the research process with confidence.

Step 2: development of an approach to the problem. The development of an approach
to the problem involves identifying factors that influence research design. A key element of
this step involves the selection, adaptation and development of an appropriate theoretical
framework to underpin a research design. Understanding the interrelated characteristics of
the nature of target respondents, the issues to be elicited from them and the context in
which this will happen rely upon ‘sound’ theory. ‘Sound’ theory helps the researcher to
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decide ‘what should be measured or understood” and ‘how best to encapsulate and com-
municate the measurements or understandings’. In deciding what should be either
measured or encapsulated, the researcher also develops a broad appreciation of how the
data collected will be analysed. The issues involved in developing an approach are tackled
in more detail in Chapter 2.

Step 3: research design developed. A research design is a framework or blueprint for
conducting a marketing research project. It details the procedures necessary for obtaining
the required information. Its purpose is to establish a study design that will either test the
hypotheses of interest or determine possible answers to set research questions, and ulti-
mately provide the information needed for decision making. Conducting any exploratory
techniques, precisely defining variables to be measured, and designing appropriate scales
to measure variables can also be part of the research design. The issue of how the data
should be obtained from the respondents (e.g. by conducting a survey or an experiment)
must be addressed. These steps are discussed in detail in Chapters 3 to 13.

Step 4: fieldwork or data collection. In Figure 1.2, this stage could be simplified to
‘collecting the required data’ In Figure 1.3, a whole array of relationships between stages
of data collection is shown, starting at Secondary data collection and analysis through to
Quantitative research or Qualitative research. The process starts with a more thorough col-
lection and analysis of secondary data sources. Secondary data are data collected for some
other purpose than the problem at hand. They may be held within the organis-ation as
databases that detail the nature and frequency of customer purchases, through to surveys
that may have been completed some time ago that may be accessed through libraries, CD-
ROMs or the Internet. Going through this stage avoids replication of work and gives
guidance in sampling plans and in deciding what to measure or encapsulate using quanti-
tative or qualitative techniques. Secondary data collection and analysis may complete the
research process, i.e. sufficient information may exist to interpret and report findings to a
point whereby the information gaps that the decision-maker has are filled. Secondary data
forms a vital foundation and essential focus to primary data collection.

In Figure 1.3, the stage of Identify and select individuals for primary research covers sam-
pling issues for both quantitative and qualitative studies. This stage may include the
selection of individuals for in-depth qualitative research. In qualitative research, issues of
‘representativeness’ are less important than the quality of individuals targeted for investi-
gation and the quality of response elicited. However, as can be seen from the line leading
up from Qualitative research to Identify and select individuals for primary research, the
qualitative research process may help in the identification and classification of individuals
who may be targeted using more formal sampling methods. These sampling methods are
covered in detail in Chapters 14 and 15.

Beyond the issues of identifying and selecting individuals, the options available for pri-
mary data collection vary considerably. A stage of Qualitative research alone may be
sufficient to support the decision-maker, as indeed could a stage of Quantitative research.
The following example illustrates the use of qualitative observation to support marketing
decision making. This example mirrors one of the research techniques used by Royal
Ahold (presented at the start of this chapter), helping it to build up a ‘picture’ of its cus-
tomers. As a technique in its own right, it does not necessarily have to be followed by a
survey or quantitative work to confirm the observations. This technique will be developed
under the heading ‘Ethnographic research’ in Chapter 6.
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Example

Supermarket Sweep?®

Video camera analysis can be used to gain vital information about the way in which super-
market consumers spend their money. People behave in certain ways within the
supermarket environment, according to store design specialist company ID Magasin.
Patterns of consumer behaviour can be used to maximise profits. Store managers who work
on store design without video footage are sometimes wrong about their conclusions.
Consumers, for example, often ignore the products placed on shelves at eye level, despite
popular belief to the contrary.

The research problem may require a stage of qualitative and quantitative research to
run concurrently, perhaps measuring and encapsulating different characteristics of the
problem under investigation.

A stage of qualitative research could be used to precede a stage of quantitative research.
For example, a series of focus groups may help to generate a series of statements or expec-
tations that are subsequently tested out in a survey to a representative sample. Conversely,
a survey may be conducted and, upon analysis, there may be clear statistically significant
differences between two distinct target markets. A series of qualitative in-depth interviews
may follow to allow a more full exploration and understanding of the reasons for the dif-
ferences between the two groups.

Step 5: data preparation and analysis. Data preparation includes the editing, coding,
transcription and verification of data. In Figure 1.3, this stage is not drawn out as a dis-
tinct stage in its own right, but is seen as integral to the stages of Secondary data collection
and analysis through to Quantitative research or Qualitative research. The process of data
preparation and analysis is essentially the same for both quantitative and qualitative tech-
niques, for data collected from both secondary and primary sources. Considerations of
data analysis do not occur after data have been collected; such considerations are an inte-
gral part of the development of an approach, the development of a research design, and
the implementation of individual quantitative or qualitative methods. If the data to be
collected are qualitative, the analysis process can occur as the data are being collected, well
before all observations or interviews have been completed. An integral part of qualitative
data preparation and analysis requires researchers to reflect upon their own learning and
the ways they may interpret what they see and hear. These issues will be developed in
Chapters 6 to 9.

If the data to be analysed are quantitative, each questionnaire or observation form is
inspected or edited and, if necessary, corrected. Number or letter codes are assigned to
represent each response to each question in the questionnaire. The data from the ques-
tionnaires are transcribed or keypunched into a proprietary data analysis package.
Verification ensures that the data from the original questionnaires have been accurately
transcribed, whereas data analysis gives meaning to the data that have been collected.
Univariate techniques are used for analysing data when there is a single measurement of
each element or unit in the sample; if there are several measurements of each element,
each variable is analysed in isolation (see Chapter 18). On the other hand, multivariate
techniques are used for analysing data when there are two or more measurements of each
element and the variables are analysed simultaneously (see Chapters 18 to 24).

Step 6: report preparation and presentation. The entire project should be documented
in a written report that addresses the specific research questions identified, describes the
approach, research design, data collection and data analysis procedures adopted, and
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presents the results and major findings. Research findings should be presented in a com-
prehensible format so that they can be readily used in the decision-making process. In
addition, an oral presentation to management should be made using tables, figures and
graphs to enhance clarity and impact. This process is encapsulated in Figure 1.3 with the
reminder that the marketer’s information gaps are filled and that the marketer is sup-
ported for the set problem, but also a contribution is made towards organisational
learning in terms of building up marketing knowledge (see Chapter 25).

A classification of marketing research

Problem identification
research

Research undertaken to help
identify problems that are not
necessarily apparent on the
surface, yet exist or are likely
to arise in the future.

Figure 1.4
A classification of
marketing research

The ESOMAR definition encapsulates two key reasons for undertaking marketing
research: (1) to identify opportunities and problems, and (2) to generate and refine mar-
keting actions. This distinction serves as a basis for classifying marketing research into
problem identification research and problem-solving research, as shown in Figure 1.4.
Linking this classification to the basic marketing paradigm in Figure 1.1, problem identifi-
cation research can be linked to: the description of the nature and scope of customer
groups, understanding the nature of forces that shape customer groups, and understand-
ing the nature of forces that shape the marketer’s ability to satisfy targeted customer
groups. Problem-solving research can be linked to: test individual and interactive market-
ing mix variables, and to monitor and reflect upon past successes and failures in
marketing decisions.

Problem identification research is undertaken to help identify problems that are, per-
haps, not apparent on the surface and yet exist or are likely to arise in the future.
Examples of problem identification research include market potential, market share,
brand or company image, market characteristics, sales analysis, short-range forecasting,
long-range forecasting and business trends research. Research of this type provides infor-
mation about the marketing environment and helps diagnose a problem. For example, a
declining market potential indicates that the firm is likely to have a problem achieving its
growth targets. Similarly, a problem exists if the market potential is increasing but the
firm is losing market share. The recognition of economic, social or cultural trends, such
as changes in consumer behaviour, may point to underlying problems or opportunities.

Marketing research

l l

Problem Problem-
identification solving
research research
Examples: Examples:
* market potential research * segmentation research
* market share research  product research
* image research * pricing research
* market characteristics research * promotion research
* sales analysis research « distribution research

« forecasting research
* business trends research

11
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Example

Problem-solving research
Research undertaken to help
solve specific marketing

problems.
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Example

Beer research shows overspill’

The proliferation of new brands in Europe’s booming beer market could result in shorter
product lifecycles and, ultimately, destroy brand loyalty. The report ‘Western European Beer’
reveals that the industry is in danger of an overspill of brands, with the number of brands
available exceeding demand. As a result, consumers are likely to fall back on ‘tried and
tested brands’, normally owned by large manufacturers, at the expense of lesser known
brands, which are likely to fall by the wayside.

The example above presents either a problem or an opportunity for beer manufactur-
ers, depending largely upon whether their brand is ‘tried and tested’ or not. The research
could be classified as ‘business trends research’ or even ‘market potential research’. It could
be followed by individual beer manufacturers conducting their own ‘image research’ to
reveal the extent to which their brand(s) are perceived as being ‘tried and tested’.

Once a problem or opportunity has been identified, problem-solving research may be
undertaken to help develop a solution. The findings of problem-solving research are used
to support decisions that tackle specific marketing problems. Problem-solving research
linked to problem identification research is illustrated by the following example of devel-
oping a new cereal at Kellogg’s.

Crunchy Nut Red adds colour to Kellogg’s sales'®

In 2001, Kellogg's was faced with the challenge of reviving low cereal sales. Through prob-
lem identification research, it was able to identify the problem, and through problem-solving
research, to develop several solutions to increase the sales of cereals.

To identify the problem, Kellogg’'s researchers interviewed decision-makers within the
company, interviewed industry experts, conducted analyses of available secondary data,
conducted some qualitative research and surveyed consumers about their perceptions and
preferences for cereals. Several important problems were identified:

® Current products were being targeted at children.

® Bagels and muffins were becoming more favoured breakfast foods.

® High prices were turning consumers to generic brands.

® Quick breakfast foods that required liitle or no preparation were becoming more popular.

These issues helped Kellogg's to define the problem: Kellogg's was not being creative in
introducing new products to meet the needs of adult consumers. Based on this definition,
Kellogg’s introduced new flavours that were more suited to the adult palette but were not
tasteless varieties of the past. For example, it introduced Crunchy Nut Red. This new cereal
included cranberry pieces, almonds and yogurt-flavoured flakes. The new cereal was sup-
ported by a national television advertising campaign, major in-store promotions, and
2 million specially produced sachets for a nationwide sampling campaign. Kellogg’'s part-
nered with the 2002 US Olympic team and the 2002 Winter Olympic Games. The company
distributed Olympic themed packages, products and promotional offers as a way to welcome
the Olympic Games back to the USA. Through creative problem identification research fol-
lowed by problem-solving research, Kellogg’s has seen not only an increase in sales, but
also an increase in consumption of cereal at times other than breakfast.

This example illustrates how the careful crafting of problem identification research can
help to develop a clear focus to problem-solving research. The outcome was research that
supported marketing decisions in many ways. A problem-solving perspective enabled
Kellogg’s management to focus on issues of product development and an integrated pro-
motions campaign. Table 1.1 shows the different types of issues that can be addressed
using problem-solving research.



The global marketing research industry

Table 1.1 Examples of problem-solving research

Segmentation research Determine basis of segmentation
Establish market potential and responsiveness for various segments

Select target markets and create lifestyle profiles: demography, media,
and product image characteristics

Product research Test concept

Determine optimal product design
Package tests

Product modification

Brand positioning and repositioning
Test marketing

Pricing research Importance of price in brand selection
Pricing policies

Product line pricing

Price elasticity of demand

Initiating and responding to price changes

Promotions research Optimal promotional budget

Optimal promotion mix

Copy decisions

Creative advertising testing

Evaluation of advertising effectiveness

Distribution research Attitudes of channel members
Intensity of wholesale and retail coverage
Channel margins

Retail and wholesale locations

Problem identification research and problem-solving research go hand in hand as seen
in the Kellogg’s case, and a given marketing research project may combine both types of
research. A marketing research project for a European beer manufacturer that sees its
market share diminish may determine through image research that its brand is perceived
in a most positive manner. This may indicate that the brand should be extended into
other types of beer or even into clothes and fashion accessories. Appropriate target
markets may be selected, with detailed profiles of potential customers and an associated
media and product image. These decisions can clearly be supported with problem-
solving research. Whether the focus is upon problem identification or problem-solving
research, it is vital that the process of marketing research is conducted in a systemic and
rigorous manner.

The global marketing research industry

With the rising demand for managerial skills in marketing researchers, we turn our atten-
tion to the relative rates of demand for marketing research and industry growth rates
across the globe. To monitor rates of expenditure and growth, we follow the annual
ESOMAR Global Market Research Industry Study (www.esomar.nl), with summaries and
commentary from the magazine Research World.

The figures presented are estimates of all the work conducted within individual
countries, by research agencies. Not included in the data is marketing research under-
taken by non-profit research institutes, governments, universities or advertising agencies

13
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using their own resources. The data also do not include the internal supply of marketing
research, i.e. the costs of a marketing research function located within a firm. In addi-
tion, not included are costs incurred by the more sophisticated users of marketing
research who integrate the data and analyses of their operational databases to under-
stand customers and support marketing decision making. Though these estimates are
static, may quickly go out of date and only tell part of the story of supporting marketing
decision making, they are a vital means to illustrate developments in the marketing
research industry.

The total global expenditure on marketing research in 2004 amounted to €17,415 mil-
lion. Where this money was spent is illustrated in Table 1.2 which lists the top 20 countries
with the highest marketing research spend per capita. Though it is clear to see that the
USA as a country spent the most on marketing research, on a per capita basis a different
story emerges. Five European countries spent more than the USA, with the UK spending
€32.18 on marketing research for every citizen, with Sweden second at €27.96 and France
at €24.70. The top 20 is dominated by countries with mature marketing research indus-
tries and with relatively high price levels for their research services.

In countries with marketing research industries that are relatively young, though the
overall turnover and per capita rates may be low, the potential for growth may be
immense. This is not the case in many developed economies: for example, in 2003, of the
EU15 countries!? the UK, Germany, the Netherlands, Sweden, Belgium, Denmark and
Ireland had negative growth rates, with the Netherlands and Belgium continuing this
decline in 2004. These negative growth rates increased the competitive intensity in mar-
keting research suppliers and exacerbate the demand for managerial skills from marketing
researchers. Marketing research in Europe is far from in decline as illustrated by the
healthy growth rates of the new EU member states and other non-EU European countries.

Table 1.2 Top 20 countries with highest MR spend per capita, 2004

Country Turnover (€m) Population (million) Spend per capita
(€ per capita)
1 UK 1,901 59.07 32.18
2 Sweden 248 8.87 27.96
3 France 1,478 59.84 24.70
4 Switzerland 147 7.17 20.50
5 Germany 1,677 82.41 20.35
6 USA 5,892 291.04 20.24
7 Finland 103 5.20 19.81
8 Denmark 101 535 18.88
9 Australia 367 19.54 18.78
10 Norway 78 4.51 17.29
11 New Zealand 65 3.85 16.88
12 Netherlands 271 16.07 16.86
13 Ireland 63 3.91 16.11
14 Canada 430 31.27 13.75
15 Belgium 131 10.30 12.72
16 Austria 87 8.16 10.65
17 ltaly 540 57.48 9.39
18 Spain 382 41.16 9.28
19 Singapore 36 4.18 8.61
20 Japan 1,042 127.48 8.17




The global marketing research industry

When set in a global context, Table 1.3 shows that Central and South America have the
highest regional growth rates for marketing research expenditure in the world. This table
presents the turnover, growth rates and market share for all regions of the world. It also
shows that Europe as a whole has the largest share of the global market for marketing
research at 44.93%.

Though Table 1.3 presents the relative expenditure, growth rates and shares on a
regional basis, it masks the individual countries where marketing research is growing at
the greatest rates. Table 1.4 ranks the countries with a real growth rate over 10%.
Countries with healthy economic growth show the highest growth levels in marketing
research. This table shows the increased demand for and expenditure in the booming
Central and Latin America, where several countries like Venezuela, Argentina and Mexico
have emerged from recession and are displaying high growth rates for marketing research.
Examples of marketing research conducted in these emerging and fast-growing economies
will be used throughout the text in the sections of International Marketing Research.

Table 1.3 Turnover, growth rates and market share per region, 2003-2004'3

Region Turnover Growth rate Real growth Share of
2003, (€m) (unadjusted for rate (adjusted for global market,

inflation) (%) inflation) (%) 2003 (%)
EU15 7,150 5.2 3.0 41.06
New member states 242 10.5 6.0 iL.&e
Other Europe 433 10.7 6.1 2.48
Total Europe 7,825 5.6 3.2 44.93
North America 6,361 9.5 6.7 36.53
Central & South America 672 14.8 8.2 3.86
Asia Pacific 2,319 6.5 5.2 13.32
Middle East & Africa 238 8.6 6.3 1.37
Total World 17,415 7.5 5.0

Table 1.4 Countries with growth rate
expectations over 10% for 20054

Region Expected growth rate,
2005
Venezuela 30
Argentina 25
Russian Fed. 25
Ukraine 20
Poland 19
Turkey 17
Kenya 15
Lithuania 15
Mexico 15
Singapore 12.5
Brazil 10
Cyprus 10
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External suppliers
Outside marketing research
companies hired to supply
marketing research services.

Full-service suppliers
Companies that offer the full
range of marketing research
activities.

Syndicated services
Companies that collect and
sell common pools of data
designed to serve
information needs shared
by a number of clients.

Standardised services
Companies that use
standardised procedures to
provide marketing research
to various clients.

Customised services

Companies that tailor
research procedures to best

meet the needs of each client.

Internet services
Companies which specialise
in the use of the Internet

to collect, analyse and
distribute marketing
research information.

Limited-service suppliers
Companies that specialise
in one or a few phases of a
marketing research project.
Field services

Companies whose primary
service offering is their
expertise in collecting data
for research projects.

Figure 1.5
Marketing research
suppliers
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The bases for the estimates in Tables 1.2 to 1.4 emerge from external marketing research
suppliers or agencies. External suppliers are outside firms hired to supply marketing
research data. These external suppliers collectively comprise the ‘marketing research
industry’ They range from small (one or a few persons) operations to very large global
corporations. We now examine the nature of services that may be supplied by external
suppliers. As illustrated in Figure 1.5, external suppliers can be classified as full-service or
limited-service suppliers.

Full-service suppliers offer the entire range of marketing research services: for exam-
ple, defining a problem, developing a research design, conducting focus group interviews,
designing questionnaires, sampling, collecting, analysing and interpreting data, and pre-
senting reports. They may also address the marketing implications of the information
they present, i.e. have the management skills to interpret and communicate the impact of
their research findings at the highest levels. They may also manage customer database
analyses, being able to integrate the management and analyses databases with the manage-
ment and analyses of conventional marketing research techniques.

The services provided by these suppliers can be further broken down into syndicated
services, standardised services and customised services (see Figure 1.5).

Syndicated services collect information that they provide to subscribers. Surveys, diary
panels, scanners and audits are the main means by which these data are collected.

Standardised services are research studies conducted for different clients but in a stan-
dard way. For example, procedures for measuring advertising effectiveness have been
standardised so that the results can be compared across studies and evaluative norms can
be established.

Customised services offer a variety of marketing research services specifically designed
to suit a client’s particular needs. Each marketing research project is treated uniquely.

Internet services offer a combination or variety of secondary data and intelligence
gathering, survey or qualitative interviewing, and the analysis and publication of research
findings, all through the Internet.

Limited-service suppliers specialise in one or a few phases of a marketing research
project. Services offered by such suppliers are classified as field services, coding and data
entry, analytical services, data analysis and branded products.

Field services collect data through mail, personal interviews or telephone interviews,
and firms that specialise in interviewing are called field service organisations. These

Research suppliers

I

! v

Internal External
Full service Limited service
Syndicated Standardised Customised Internet
services services services services
Field Coding nanical Data‘ Branded
; and data f analysis products
services ) services : )
entry services services services



Coding and data entry
services

Companies whose primary
service offering is their
expertise in converting
completed surveys or
interviews into a usable
database for conducting
statistical analysis.

Analytical services
Companies that provide
guidance in the development
of research design.

Data analysis services
Firms whose primary service
is to conduct statistical
analyses of quantitative
data.

Branded marketing
research products
Specialised data collection
and analysis procedures
developed to address
specific types of marketing
research problems.

The limitations of marketing research

organisations may range from small proprietary organisations that operate locally to large
multinationals. Some organisations maintain extensive interviewing facilities across the
country for interviewing shoppers. Many offer qualitative data collection services such as
focus group interviewing (discussed in detail in Chapter 7).

Coding and data entry services include editing completed questionnaires, developing

a coding scheme and transcribing the data for input into a computer.
Analytical services include designing and pretesting questionnaires, determining the best
means of collecting data, and designing sampling plans, as well as other aspects of the
research design. Some complex marketing research projects require knowledge of sophis-
ticated procedures, including specialised experimental designs (discussed in Chapter 10)
and analytical techniques such as conjoint analysis and multidimensional scaling (dis-
cussed in Chapter 24). This kind of expertise can be obtained from firms and consultants
specialising in analytical services.

Data analysis services are offered by firms, also known as tab houses, that specialise in
computer analysis of quantitative data such as those obtained in large surveys. Initially,
most data analysis firms supplied only tabulations (frequency counts) and cross-
tabulations (frequency counts that describe two or more variables simultaneously). Now,
many firms offer sophisticated data analysis using advanced statistical techniques. With
the proliferation of microcomputers and software, many firms now have the capability to
analyse their own data, but data analysis firms with expert statisticians are still in demand.

Branded marketing research products and services are specialised data collection and
analysis procedures developed to address specific types of marketing research problems.
These procedures may be patented, given brand names, and marketed like any other
branded product. Microscope by Retail Marketing (In-Store) Services is an example of a
branded product. It is a test marketing package for new product development that sup-
plies cost-effective measurements of new product performance.

The limitations of marketing research

Example

It must be recognised that using researchers, even if they follow the marketing research
process to the letter, does not guarantee that a marketing decision supported by that
research will be successful. The act of decision making and conducting marketing research
are distinctive activities and there are examples where the vital link between these activi-
ties has resulted in failure. In the following example, the entrepreneur Sahar Hashemi
makes the case for marketing research, but not for the use of external suppliers as dis-
cussed above. Following her points, we then move on to the arguments and examples of
the limitations of marketing research.

The birth of an idea'®

Sahar Hashemi, co-founder of the coffee chain Coffee Republic, believes marketing
research to be tremendously important. ‘You shouldn’t ever start a business without it. Of
course you have to make gut instinct decisions but they should be informed by market
research, like educated guesses. However, Sahar believes in the importance of doing mar-
keting research yourself. ‘Why would you give research to an agency to do?’ she asks. ‘You
have to become a real expert in the area you want to work in. You have to get your head
around these things.” Sahar believes that a slick research agency might give you a glossy
report packed with facts and figures, but if you do the work yourself you'll gain more insight.
She also thinks that better ideas can grow out of research — facts and figures mixing with
inspired thought to create what she calls ‘fertile ground in which to cultivate new ideas’.

17
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Example

If decision-makers have gaps in their knowledge, if they perceive risk and uncertainty
in their decision making and cannot find support at hand within their organisation, they
can gain support from marketing research. However, many marketers can recount cases
where the use of marketing research has resulted in failure or where decisions based upon
gut feeling or intuition have proved to be successful. Such cases present a challenge to
marketing researchers, especially in light of the competition faced by the industry from
alternative information sources. Reflecting upon such cases should remind marketing
researchers to maintain a focus of offering real and valuable support to decision-makers.
Understanding what real and valuable support means should underpin the whole array of
creative data collection and analysis procedures available to the marketing researcher. The
following example starts this reflection process with a case that is very close to home!

What'’s this marketing research then, Dave?

James Birks founded and successfully ran a kiln construction company for over 40 years.
He designed, built and maintained kilns for some of the most demanding porcelain and
ceramics manufacturers worldwide, including Wedgwood, Royal Doulton and Spode. At retire-
ment age he sold his company as a going concern — a very wealthy man.

James was presented with a copy of the first edition of this text by his nephew, David
Birks. He was very pleased with the present but was intrigued by the title and asked ‘What’s
this marketing research then, Dave?’ He certainly had a clear idea of what marketing meant
to his business and what was involved in being a successful marketer in his industry, but
the notion of researching marketing activities was alien to him.

The intriguing aspect of this question is that James Birks had run a successful business
on an international basis for over 40 years without the need to be aware of or to use mar-
keting research. Had he used marketing research, could he have been even more
successful, or would it have been a wasted investment? Could he have been practising
marketing research ‘activities’ in a very informal manner to support marketing decisions?
In his business-to-business marketing situation, he knew his customers and competitors
well, and knew what shaped their demands. This knowledge he acquired on a day-to-day
basis, nurturing a curiosity about opportunities and how to realise them — without resort-
ing to support from formal ad hoc marketing research. The example of James Birks shows
that decision-makers do not rely solely upon marketing research, and in certain circum-
stances can survive and perform well without it.

Another view to reflect upon is the damning comment from Anita Roddick of The
Body Shop, who said that ‘market research is like looking in the rear view mirror of a
speeding car’.!® This may be a valid point if one sees the relationship of marketing and
marketing research from the perspective illustrated by the respected research practitioner,
Wendy Gordon:!7

Traditional marketers delegate responsibility to the processes of marketing research. They
believe that you can ask people what they want and need in the future and then deliver it to
them. It is a fallacy. Marketing research removes people from experiencing reality, where the
signs of change bubble up in unexpected places. Sitting in comfort behind a one-way mirror,
listening to a debrief from researchers describing the world ‘out there’ or reading statistical
reports on markets and the ‘aggregate consumer’ is not real, it is sanitised and second-hand.

Given the above criticisms, it is a fair point to acknowledge that there are cases where the use
of marketing research has resulted in poor decision making or even failure. Ultimately, this
examination should lead to a stronger justification of what ensures strong and valuable mar-
keting research support. It may be a painful path to tread but this journey has to be made!



Example

The limitations of marketing research

There are two areas of misconception of the role of marketing research:!®

Marketing research does not make decisions. The role of marketing research is not to
make decisions. Rather, research replaces hunches, impressions or a total lack of knowl-
edge with pertinent information.

Marketing research does not guarantee success. Research, at best, can improve the odds of
making a correct decision. Anyone who expects to eliminate the possibility of failure by
doing research is both unrealistic and likely to be disappointed. The real value of
research can be seen over a long period where increasing the percentage of good deci-
sions should be manifested in improved bottom-line performance and in the
occasional revelation that arises from research.

The last point shows the long-term benefits of conducting marketing research, i.e. that the
results of a study may help decision-makers with an immediate problem, but by building
their knowledge they can also have long-term benefits.

A great proportion of marketing research money has been spent on developing and testing

new products. Questions have been posed that examine the role marketing research plays in
poor success rates of new products across a wide range of industries.!” Clearly, marketing
research cannot be blamed for every failure, and the following two reasons may explain why
decision-makers can make poor decisions when sound research has been conducted:

1

Blind optimism/disbelief in research. Many patently bad products have been launched
because marketing management did not believe research findings.

Political pressures. Given how many personal reputations may be at stake in the lengthy
and costly process of new product development, there may be political pressures to
launch a ‘borderline’ case.

The following example illustrates where research was used in new product development
but the designer and entrepreneur chose to ignore the findings, and ultimately achieved
immense levels of success.

Doing a Dyson?®

Just 23 months after its launch in the UK, the Dyson bagless vacuum cleaner became the
country’s best seller, overtaking sales of Hoover, Electrolux, Panasonic, Miele and all other
vacuum cleaners. The Dyson clear bin was given a resounding thumbs-down in marketing
research. People said they did not like the dirt being visible in the bin in case their neigh-
bours saw how much dirt had been picked up in their homes. Some retailers said they
would not want to have dust on display in demonstration machines. Yet, the dust was there
because they began using Dyson display machines to clean their shops. Dyson felt com-
pelled to launch its vacuum cleaner with a clear bin, believing that it is important to see
when it is full. Moreover, what better way was there to show stockists, sales staff and cus-
tomers proof of its increased efficiency than to see the dirt being collected?

How would consumers react to a new vacuum cleaner with totally radical styling, revolu-
tionary internal engineering and a price tag almost twice that of the current brand leader?
The public’s response proved immediately that innovative products do sell, even at a pre-
mium price. However, marketing research did not point to this product having the potential
to be a success. James Dyson argued that ‘marketing research will only tell you what has
happened. No research can tell you what is going to happen.’

This is a theme that James Dyson has reiterated over the years. In an interview in 2006,
giving tips to would-be inventors and entrepreneurs, he said:

you can’t go out and do marketing research to try and solve these problems about what to
do next because usually, or very often, you're doing the opposite of what marketing
research would tell you. You can’t base a new project two years ahead on current market
trends and what users are thinking at the moment. That sounds very arrogant. But it isn’t
arrogance. You can’t go and ask your customers to be your inventors. That’s your job.
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Other researchers offer reasons why decision-makers may reject research findings.
These go beyond the confines of developing and testing new products. Examples of these
reasons include:

o Invalidity of research methods. If the decision-maker suspects the accuracy or appropri-
ateness of the methods for the problem faced, lack of confidence would lead to a
rejection of findings.

® Faulty communication. This would lead to the findings being difficult to comprehend
or utilise, or being unconvincing.

e [rrelevance. The decision-maker may see the findings as irrelevant to the perceived mar-
keting problem.

If decision-makers reject research findings, and have been taken to task as a consequence,
they can easily support their stance. They could question the time taken to conduct
research (and the possible consequences of delays in decision making), and the cost
required (not only in paying for marketing research projects but also in managerial
effort). They could point to the few reliable methods of evaluating the return on invest-
ment in marketing research. They may also question the amount of support that can be
given by a researcher who may have little understanding of the context and environment
in which the decisions are made.

Collectively, the examples in this section illustrate that out of the array of research and
information support approaches, there is no one guaranteed approach, research design or
technique that can create the perfect means to support decision-makers. Given the vast
array of marketing decisions and styles of marketing decision-maker, the hallmark of
marketing decision making is creativity. Creativity in decision making can be supported
well by accurate and relevant information. Generating accurate and relevant information
is also a creative act. The diagnosis of problems, the measurement of consumers and the
interpretation of those measurements are all creative acts, not a set system. The following
PlayStation example illustrates the task of researching creative images, using a creative
research design. It shows how the marketing researcher ‘stepped back’ and devised a cre-
ative solution to encapsulate the impact of the film being used in the advert.

Marketing research supports PlayStation advertising?’

Trevor Beattie, Creative Director of the ad agency TBWA (www.tbwa-europe.com), describes
that the ‘The Third Place’ campaign for PlayStation2 was about ‘the experience’. He wanted
to create imagery that would live with people long after the commercial break had finished.
Neil Hourston, TBWA London Head of Planning, described the creative intention: ‘Our
desired response on the creative brief was “excited fear”, he says. ‘If we were going to be
true to that then in the research we were looking for an idea that made people both excited
and a little bit worried.’

London agency Firefish was given the job of researching how to develop what turned out
to be an odd bit of 60 seconds. ‘The finished ad was an incredibly surreal David Lynch
piece of film. It was utterly random and bizarre and quite dark and incredibly original,’
recalls Jem Fawcus, Co-founder and Director of Firefish:

We made a conscious decision not to begin trying to research anything like the finished film.
We took a huge step back and just researched the idea of The Third Place: what do you think
of the idea of The Third Place? What would it be like? Does it strike a chord with people? Is it
something that could be used to support PlayStation2’s new positioning? If we had gone in
and said, ‘We got a really weird film by David Lynch, and its got a duck and a man dressed up
in bandages in it, and its all in black and white, and its got strange music,” it would have
absolutely bombed. No one would have understood what we were talking about.



The future - the growing demand for managerial skills in marketing researchers

Whether or not PlayStation2 gamers, or anyone else for that matter, understood what David
Lynch was on about does not matter. It got consumers excited about the arrival of the new
video game experience. ‘We used research for that properly, which was for development,
says Neil. ‘We gave Jem some executional elements rather than the whole thing. We asked
him to work with the respondents to see whether it had the potential in bits to create the
response that we were looking for.’

If decision-makers complain that research is misleading or is only telling them what they
already know, the marketing researcher may argue that the fault lies with managers who
pose the wrong questions or problem in the first place. If one takes the narrow view that
the decision-maker poses the questions and the researcher finds the answers, there may be
some validity in such an argument. It does not hold if one considers that the decision-
maker and the researcher have a joint commitment to solve problems. In this joint
commitment they have quite distinct but complementary creative skills that they can
bring together to understand what problem they should be researching, how they conduct
the research and how they interpret their findings.

Can marketing researchers survive in an age of increasing competition from other
information providers? How can the industry fend off the challenge from the armies of
consultants and other information suppliers? To achieve this, the industry has to offer
clients insights rather than just data analysis. The marketing researcher’s input must be
seen to benefit the bottom line. Initiatives that bring clients and researchers closer
together are needed — initiatives that educate buyers that marketing research has as much
if not more to offer than very expensive consultancy firms.??

The future - the growing demand for managerial skills in

marketing researchers

Over the past few years, a debate has emerged about the value of marketing research and
consultancy in supporting marketing decisions.?> Many marketing researchers are feeling
the pressure to move away from a position of being seen as mere data collectors and data
analysts towards becoming providers of strategic marketing intelligence. One of the driv-
ers behind this change is that data collection is seen by many marketers as a ‘commodity’
with comparatively low added value. An example of this pressure on marketing
researchers emerges from Denmark, which is home to a number of high-quality research
organisations. In Denmark the industry is faced with concerns about commoditisation.
‘Many research buyers now see marketing research as a commodity’ explains Erik Liljeberg
of the Association of Market Research Institutes in Denmark.?* “They think that if you go
to one research agency or another it won’t make much of a difference. If an agency will not
give you a discount, then you try someone else who will. In Germany, ADM (Arbeitskreis
Deutscher Markt), the association of private market and social research agencies, reports a
development from straightforward marketing research ‘data supply’ to information-based
consultancy. It describes the growing competition from research providers outside the tra-
ditional marketing research industry, with advertising and media agencies, business
consultants and academic research institutions entering the arena.?

Many marketing research agencies have concluded that in the long term, information
will become a commodity, and that it therefore now makes sound business sense to extend
their offer beyond the provision of professionally collected data. These agencies are seek-
ing to provide value-added services, around their skills of being able to interpret data, and
relate this precisely to business decision-making processes.?® Professor Frank Wimmer,
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board member at the German agency GfK, believes that a seat at the decision-maker’s
table is what most career-driven marketing researchers desire. “To have a genuine impact
on company policy, rather than being restricted to a role as a numbers-supplier’?” He
contends that marketing research should develop into a more decision-making,
management-orientated direction. That way, the researcher will be taken seriously by
businesses, and no longer be looked upon as a ‘number cruncher’. In the following two
examples, we see this development illustrated by the perspectives of the Premier
Automotive Group of Ford and Phillip Morris International in their need to work with
marketing researchers with managerial skills.

Luxury cars - a key role for research?®

Ford is a multi-faceted company, with different divisions facing their own particular challenges.
At the Premier Automotive Group — its collection of European luxury brands comprising Jaguar,
Volvo, Aston Martin and Land Rover — it's a matter of predicting which of its vehicles will be
important in an evermore congested market. The ability of the Premier Automotive Group, as
elsewhere in the Ford empire, to get closer to the hearts and minds of its consumers has
been enhanced by changes to the marketing research function within the company. Instead of
being specialists in one particular methodology or another, they are being transformed into
consultants who will have a more holistic view of the business. ‘Marketing researchers have
always had a tendency to be backroom people’, says their Marketing Research Manager,
Simon Wilson. ‘There is a much greater need nowadays for communication of research and
this can only be achieved effectively if you are say, front of house.” This change in attitude has
meant a certain amount of retraining, and even recruiting internally and externally, but Wilson
is convinced that investment in this area will be well worth it. It should mean that, in time,
most of his staff would be capable of looking at the big picture.

What do clients want from research???

Richard Henchoz, Director Marketing Planning Services with responsibility for marketing
research for Africa and the Middle East and Duty Free at Phillip Morris International, expects
that clients increasingly want and ask for actionable insights from researchers, the kind of
insights that include an answer to the question: ‘What would you do if you were in my
place?’ Henchoz believes researchers must be able to provide this kind of strategic informa-
tion. Richard, a Swiss national based at Phillip Morris International’s headquarters in
Lausanne, puts into perspective concerns about the feared loss of relevance of the
research function:

| have been in research for about 20 years now and the call for more creativity has been
going on for a long time. In the 1980s, when working as a researcher for Proctor &
Gamble, | already aspired to move on from just executing research projects to a role in
which | could be more creative, by making concrete recommendations to decision-makers.
To me, it seemed an almost natural inclination for a researcher. And yes, clients will indeed
require far more creativity and business intelligence from providers and international
researchers. We are definitely working towards this goal at Phillip Morris.

The emerging generation of marketing researchers will be expected to continue to
master the skill of borrowing and adapting tried and tested techniques from the social sci-
ences. The challenges of writing engaging questionnaires, drawing meaningful samples,
and making sense of data will still have to be met. Increasingly, marketing decision-
makers demand a far more integrated approach to analysing often contradictory and
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imperfect sources of evidence; there is a mounting need for the capacity to work in an
eclectic and holistic way with qualitative and quantitative data. Increasingly, marketing
researchers have to analyse multiple and often imperfect datasets. To do this, they need
new holistic analytic frameworks to be able to make sense of the data and to present this
to decision-makers in a coherent, confident and effective manner.*

John Forsyth, Partner of McKinsey and Company and Director of the firm’s global
Customer Insights Practice, believes that adding new skills to the current set of capabilities
of marketing researchers is crucial. Describing some of the lingering shortcomings of
research professionals, he points out that marketing researchers in many cases still tend to
focus on their own processes instead of client’s needs:

Senior decision-makers don’t want a 15 page explanation of why a specific tool and tech-
nique has been used. They want researchers to tell them what they should do. Marketing
researchers should provide actionable consumer insights that can be used to improve the
decision-making process for key executives. This requires a twist in researchers’ approach.
Interacting with senior management is different from dealing with management at the
mid-level, then you really need to understand the business issue, you need to know how to
communicate with them and understand how they make decisions. Marketing researchers
should be more comfortable with them and understand how they take decisions.’!

The marketing research industry is seeing a broad differentiation between types of mar-
keting research companies and marketing researchers. One type is the marketing
researcher who becomes ‘techniques focused’, driven by the demands of marketers and
buyers who view marketing research as a commodity. The alternative is the marketing
researcher driven by the demands described by Richard Henchoz of Phillip Morris
International in his search for researchers with more creativity and strategic marketing
intelligence. Moving towards a business model that is driven by marketing researchers
offering strategic marketing intelligence means that researchers and the marketing
research industry of the future will be required to:*

e Think conceptually — by recruiting a new generation of ‘conceptual’ thinkers, i.e.
researchers who feel comfortable working with higher order business concepts and
talking the language of senior decision-makers. These individuals must understand the
relationship between information and key business concepts. They must go beyond
their technical and skill-based knowledge and offer strategic and tactical advice for
business advantage based on detailed consumer and market knowledge.

e Communicate in the way that those who commission research think — by knowing
how to communicate in the way senior people think, i.e. researchers presenting find-
ings as a compelling narrative, not as disparate blocks of information.

e Interpret findings in terms of the whole picture — by thinking holistically about ‘evi-
dence’, i.e. researchers with the skills to work in a ‘holistic’ way with all available
customer evidence, recognising the need to interpret often imperfect marketing infor-
mation. They must draw knowledge from a host of different sources including
qualitative and quantitative techniques, a variety of forms of observation, customer
relationship management systems, financial and customer profile information. These
individuals will have to draw heavily upon the use of analytical models that represent
the way customers think and behave.

e Integrate findings with others that support marketing decision-makers — by working in
a multi-disciplinary way with related marketing services companies, with researchers
working alongside branding and design and other marketing specialisms to gain a wider
market understanding. This makes sure that everything is tailored to business solutions
and is not just the result of rigid prescriptive research designs. This bottom-up, multi-
disciplinary approach provides flexibility and differentiates ‘strategic marketing
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intelligence’ from the ‘top-down’ approach of full-blown management consultants.
This will also mean the cultivating of a more creative environment with a more ‘hands-
off” management style rather than a prescriptive techniques-driven approach.

Supporting decision-makers in sports marketing

24

Sports Marketing Surveys

Sports Marketing Surveys quality research for management action

In most chapters of the text, examples will be presented based upon work conducted by the
marketing research agency Sports Marketing Surveys. Four of its projects have been
selected to illustrate how marketing research is managed in practice. Elements of these
commercially sensitive projects will be chosen to show how the Agency managed the chal-
lenges of conducting actionable marketing research. The four chosen projects are:

Racetrack 2003 - a syndicated study to measure the attitudes and opinions of and
profile the Formula 1 fan across eight countries worldwide.

Nestea — sponsorship evaluation in Water, Wind and Waves in Hungary and Germany, and
Beach Volleyball in Italy, Germany and Sweden.

Flora London Marathon 2004 — TV media analysis, public awareness tracking and target
market research.

Rugby Football League — evaluation of the core values of the sport and a deeper
understanding of its target audience.

Sports Marketing Surveys (www.sportsmarketingsurveys.com) is a full-service independent
marketing research agency that has specialised in the sponsorship and sports industry over
the past 20 years. The sports industry and many sponsorships are often multi-country in
their reach and activity. Sports Marketing Surveys has responded to this by having the capa-
bility of working and reporting on a worldwide basis in over 200 countries for events such
as the Olympic Games and the Football World Cup. Its head office is in Surrey in the UK
with global offices in: Europe — Belgium, France, Greece, Italy, Netherlands, Spain, Turkey:
the Americas — Brazil, USA; Australasia — Australia; Asia — Japan, Korea, Singapore.

The sectors in which it specialises include: sponsorship (exposure and evaluation, effec-
tiveness and event research), sports goods (sports equipment and footwear companies, e.g.
golf, tennis and snow sports), sports leisure and tourism (supporting sports federations,
venues and local governments).

The services they offer include: media research (covering TV, press, Internet and radio),
marketing research (on an ad hoc or syndicated basis), publications (reports covering, e.g.
European sports fans, profile of the European golfer and motorsport fans), selection and val-
uation (analytical model to select appropriate sponsorship and a tool to value the
sponsorship investment) and consultancy (combining all the knowledge bases within the
company and helping clients to use multiple sources in areas such as matching the under-
standing of potential markets and the strategic plans to maximise that potential).

International marketing research

With the spread of marketing and research skills has come a noticeable decline in a
‘national research culture’ There was a time when each country had a stubbornly dis-
tinctive approach to research, making it extremely difficult to get a consistent research
design across markets. Most people are aware now that there are different, equally
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legitimate, ways to approach research problems and that no one school of thought has
absolute authority for all types of problem. This greater flexibility has made multi-
country coordinated projects much more feasible — not easier, as they represent
intellectually, logistically and diplomatically the most demanding of problems.

Conducting international marketing research is much more complex than conduct-
ing domestic marketing research. All research of this kind will be discussed and
illustrated in individual chapters as individual techniques are developed and in greater
detail in Chapter 26. The marketing, government, legal, economic, structural, socio-
cultural and informational environments prevailing in target international markets, and
the characteristics of target consumers that are being studied, influence the manner in
which the marketing research process should be performed. Examples of these environ-
mental factors and their impact on the marketing research process are illustrated in
detail in subsequent chapters. The following example illustrates the problems and chal-
lenges faced by researchers in the European context.

Crossing borders3?

What is this thing called Europe? Despite binding influences like a single currency,
Europe’s national marketing research markets have distinct cultural, cost and quality char-
acteristics. For example, German marketing research still feels the effects of
reunification, while Spanish agencies are trying to leverage Spain’s historical links with
Latin America to capture a slice of the coordination market there.

For research buyers and users, the diversity of Europe is very real, and the trickiest part
of their remit is to get comparable data systems across the different country markets.
Andrew Grant, European Research Director at Ford, says: ‘From our perspective, actually
getting to a single methodology, a single questionnaire, a single data collection method
and a single set of attributes that means the same thing across markets is a hugely diffi-
cult part of what we do.’

Europe may be moving towards becoming a single market, but from a research cost per-
spective it is still far from being a level playing field. In the absence of tax and social cost
harmonisation across Europe, countries like France and Sweden are two of the region’s
most expensive places to conduct research. The euro will have an increasingly positive
effect, agencies say, for those countries that participate. ‘It makes contracting and financ-
ing easier, says Klaus Wubbenhorst, Chief Executive of German-based group GfK. ‘The
euro won’t mean that prices in all European countries will be the same, you have to take
into account different levels of productivity and efficiency. But it makes pricing more trans-
parent between countries.’

Against a background of centralisation, standardisation and increasing cooperation,
Europe’s researchers believe that the region’s defining diversity will survive. ‘The fact that
we’re multicultural means that we have great creative potential,” says Meril James of GIA.

Ethics in marketing research

Marketing research often involves contact with the respondents and the wider public,
usually by way of data collection, dissemination of the research findings, and marketing
activities such as advertising campaigns based on these findings. Thus, there is the
potential to abuse or misuse marketing research by taking advantage of these people. If
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respondents feel that they or their views are being abused or misrepresented, they either
will not take part in future studies or may do so without honesty or full engagement in
the issues being researched. They may also lobby politicians to protect them from what
they see as intrusions into their privacy and liberties. In short, unethical research prac-
tices can severely impair the quality of the research process, undermine the validity of
research findings and ultimately inflict serious damage upon the body of professional
marketing researchers. If respondents cannot distinguish between genuine marketing
research and unethical telemarketing or direct marketing where surveys are used to gain
access to respondents to deliver a sales pitch or to generate sales, there can be severe
repercussions for the marketing research industry through legislation designed to pro-
tect the privacy of citizens. The marketing research industry in Europe and the USA has
got to a point where it has had to defend the quality of its practices.

The Alliance for Research, based in Brussels, was established in May 2002 as the first
representative and lobbying body with a prime objective to improve understanding of
the value and distinctive characteristics of marketing research among European parlia-
mentarians and officials at the European Commission. The Alliance was initially funded
by ESOMAR and from its inception it has been closely liaising with equivalent organisa-
tions in the USA for global alignment on legislative issues. The concern of such bodies
was based on their assessment that parliamentarians, in both Europe and the USA
(CASRO, Council of American Survey Research Organisations, and CMOR, Council for
Marketing and Opinion Research), were very eager to protect citizens’ privacy, especially
against intrusive actions by telemarketers or direct marketers. Protection against intru-
sive actions tended to be afforded through legislation that also hurt the freedom to
conduct research. In many cases, legislators were not aware of the differences between
telemarketing and direct marketing on the one hand and marketing and opinion
research on the other. Often they just did not realise that banning unsolicited phone calls
across the board would infringe upon the ability to collect through social research some
of the information they themselves needed as input for formulating their policies.** The
Alliance for Research monitors all potentially damaging EU legislation and has been
engaged in a dialogue with the EU data protection authorities. The Alliance is stepping
up efforts to work in partnership with the authorities and to replace ‘self-regulation’ by
‘co-regulation’ In the USA, the achievements of CASRO and CMOR include a ban by the
federal authorities on selling or fundraising under the guise of research.>

Beyond support for the Alliance for Research, ESOMAR have been proactive in a
review and reform of the entire framework of marketing research codes and guidelines. In
the Quo Vadis project, initiated by ESOMAR in 2003, experts from the USA, Japan and
Europe met for a workshop in Amsterdam in July 2003 to discuss the latest developments
in the industry and their impact upon the quality of marketing research. They recognised
the effect of a shift in focus of marketing research from data collection towards organisa-
tional decision making and agreed that current codes and guidelines had not kept up with
this development. The experts pointed out that a concise list of codes would be a tool for
self-regulation and support international convergence: ‘A good ethical basis helps min-
imise legal restrictions.’ They agreed and presented eight principles that would
encapsulate to the outside world the scientific aim and character of marketing research as
well as its special responsibility towards respondents, clients and the public.

The eight principles that have now been incorporated into the ESOMAR code of
conduct are:*

1 Marketing researchers will conform to all relevant national and international laws.
2 Marketing researchers will behave ethically and will not do anything which might
damage the reputation of marketing research.
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3 Marketing researchers will take special care when carrying out research among chil-
dren and other vulnerable groups of the population.

4 Respondents’ cooperation is voluntary and must be based on adequate, and not mis-
leading, information about the general purpose and nature of the project when their
agreement to participate is being obtained and all such statements must be honoured.

5 The rights of respondents as private individuals will be respected by marketing
researchers and they will not be harmed or disadvantaged as the result of cooperating
in a marketing research project.

6 Marketing researchers will never allow personal data they collect in a marketing
research project to be used for any purpose other than marketing research.

7 Marketing researchers will ensure that projects and activities are designed, carried out,
reported and documented accurately, transparently, objectively and to appropriate
quality.

8 Marketing researchers will conform to the accepted principles of fair competition.

The basic principles of the ESOMAR code of conduct and the full array of ESOMAR
codes of conduct can be viewed at: www.esomar.nl/codes_and_guidelines.html.
ESOMAR distinguishes marketing research from other competitive forms of data
gathering, primarily through the issue of the anonymity of respondents. It stresses that
in marketing research the identity of the provider of information is not disclosed. It
makes a clear distinction between marketing research and database marketing where the
names and addresses of the people contacted are to be used for individual selling, pro-
motional, fundraising or other non-research purposes. The distinction between
marketing research and the database as a research tool is ultimately not so clear. There is
a growing amount of support given to marketing decision-makers from database analy-
ses that are not ‘respondent specific’. It is possible to perform database analyses with the
same level of professional standards as is applied in the marketing research industry.
There are many instances where database analyses can add clarity and focus to mar-
keting research activities. For example, since the start of 1995 the highly respected
marketing research agency Taylor Nelson AGB has been building the European
Toiletries & Cosmetics Database (ETCD). Some 14,000 usage diaries of personal care
products are collected each year, across the UK, France, Germany, Italy and Spain. Given
the huge impact that database analyses are having upon marketing decision making,
these issues will be developed more fully in Chapter 5. In the meantime, the maxim
stated by ESOMAR of preserving the anonymity of respondents is vital for the continu-
ing support of respondents and the ultimate health of the marketing research industry.

Internet and computer applications

As the applications of the Internet in research first became apparent, there was no real
consensus within the marketing research industry of just what its impact would be.
Many predicted that the Internet would ultimately replace all other methods of data
collection, whilst others argued that it would just add another means to measure,
understand or observe respondents.’” In 2004, online research methods accounted for
an estimated 11% of global research turnover. This is still some way behind telephone
(20%) and face-to-face (31%). However, the actual usage, the amount of projects that
use the Internet compared with other techniques, is likely to be much higher because
the low-cost nature of the Internet keeps its revenue contributions down. The Internet
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may not have gained such popularity had it not been for its low-cost characteristics and
the ever-increasing cost and time pressures on research agencies. As an example, online
access panels are seen as faster and more cost efficient than other methods of research.
According to the ESOMAR 2005 Prices Study, for a tracking study they are on average
60% cheaper than face-to-face interviewing.*

Many argue that the growth of online research will be driven by new research
clients, who see that they can enjoy the benefits of marketing research at a level they
could not previously afford. The downside of the low costs of the technique is that the
barriers to entry to the marketing research industry have been lowered. Effectively,
anyone can establish a business with online survey software, a data analysis package
and a basic understanding of research, undertaking surveys, customer satisfaction
studies, and so on. This may have profound effects upon the quality and ethical stan-
dards of marketing research.

Given the importance of the Internet and developing technologies to the marketing
research process and industry, key issues and debates in this subject will be continually
addressed. Throughout this book we show how the stages of the marketing research
process are facilitated by the Internet and other developing technologies and software.
On the Companion Website to this text, demonstration versions of marketing research
software will illustrate the use of computing technology in the process of questionnaire
design, data entry, data analysis and reporting, and the application of geodemographic
information systems.
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Marketing research provides support to marketing decision-makers by helping to describe
the nature and scope of customer groups, understand the nature of forces that shape the
needs of customer groups and the marketer’s ability to satisfy those groups, test individual
and interactive controllable marketing variables, and monitor and reflect upon past suc-
cesses and failures in marketing decisions. The overall purpose of marketing research is to
assess information needs and provide the relevant information in a systematic and objec-
tive manner to improve marketing decision making. The marketing research process
consists of six broad steps that must be followed creatively and systematically. The process
involves problem definition, research approach development, research design formula-
tion, fieldwork or data collection, data preparation and analysis, and report preparation
and presentation. Within these six broad steps are many iterations and routes that can be
taken, reflecting the reality of marketing research in practice. Marketing research may be
classified into problem identification research and problem-solving research. In general
terms, problem identification uncovers the potential that may be exploited in markets,
problem-solving uncovers the means to realize that potential.

The major developed economies, especially in Europe and the USA, are the biggest
users of marketing research on a per capita and total expenditure basis. The growth
rates for the marketing research industries in these economies are low, the major
growth occurring in countries like Chile, China and Bulgaria. Marketing research may
be conducted internally (by internal suppliers) or may be purchased from external sup-
pliers. Full-service suppliers provide the entire range of marketing research services,
from problem definition to report preparation and presentation. They may also
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manage customer database analyses, being able to integrate the management and analy-
ses databases with the management and analyses of conventional marketing research
techniques. Limited-service suppliers specialise in one or a few phases of the marketing
research project. Services offered by these suppliers can be classified as field services,
coding and data entry, data analysis, analytical services or branded products.

Marketing research is not a panacea for all marketing problems. There are examples
where marketing research has not adequately supported decision-makers. Many of the
problems that arise from poor marketing research derive from poor communications
between decision-makers and researchers. In order to resolve these problems, there are
growing demands upon the marketing research industry to produce research findings
that are more actionable and relevant to marketing decision-makers. As well as having
the technical skills to conduct research in a professional and ethical manner, marketing
researchers are increasingly expected to have the ability to interpret their findings in a
manner that is relevant to decision-makers.

International marketing research can be much more complex than domestic research
because the researcher must consider the environments prevailing in the international
markets being researched. Research is founded upon the willing cooperation, of the
public and of business organisations. Ethical marketing research practices nurture that
cooperation, allowing a more professional approach and more accurate research infor-
mation. Marketing research makes extensive use of the great opportunities afforded by
the Internet. There are also many competitive threats to the marketing research industry
that have been exacerbated by the Internet.

1 Describe the task of marketing research. 8 Describe the steps in the simple marketing research

rocess.
2 What decisions are made by marketing managers? o

How does marketing research help in supporting 9 Explain why there may be the need for iterations
these decisions? between stages of the marketing research process.
What do you see as the major challenges for 10 What arguments can be used by sceptics of
marketing researchers that emerge from the ESOMAR marketing research?

definition of marketing research? 11 What management skills are increasingly being
What problems are associated with using consumer demanded from marketing researchers?
databases in marketing research? 12 What arguments would you use to defend

How may the sound practice of problem identification investment in marketing research?

research enhance the sound practice of problem- 13 What factors fuel the growth of international
solving research? marketing research?

What challenges exist in trying to quantify the size 14 Discuss the ethical issues in marketing research
and growth of the marketing research industry on a that relate to (a) the client, (b) the supplier, and (c)
global basis? the respondent.

Explain one way to classify marketing research 15 Summarise the nature of threats and opportunities

suppliers and services.

that the Internet offers the marketing researcher.
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Exercises

1 Visit the website of Taylor Nelson Sofres www.tns-

global.com. Examine the nature of the Research Services
and the Business Solutions it offers. How do you see
these fitting together and what is the impact of this fit
upon the career opportunities the company advertises?

2 Visit the website of the Market Research Society,

1

o]

10

www.mrs.org.uk. Work through the array of
publications and support it gives to its members.
Specifically examine and register for www.research-
live.com/ and examine the published code of conduct.
Compare the MRS code of conduct with that available
on the ESOMAR website, www.esomar.org. Are there
any differences in their respective approaches to
maintaining professional standards in the marketing
research industry?

Video Case Exercise: Burke Inc.

Burke describes marketing research as ‘an important and dynamic component of modern business’.
How are other means of supporting the marketing decision-maker affecting the importance and

dynamism of marketing research?
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Defining the
marketing research
problem and
developing a
research approach
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Objectives
After reading this chapter, you should be able to:

The correct diagnosis of marketing 1 under.stand_th_e |mportar3ce of, and the process
used, in defining marketing research problems;

research problems cannot be 2 describe the tasks involved in problem definition;

compromlsed. Regardless of how 3 discuss in detail the nature and various
well Subsequent stages are components of a research brief and a research
proposal;

CondUCted’ the whole process may 4 discuss the environmental factors affecting the

be worthless if the diagnosis is definition of the research problem;
weak. 9 clarify the distinction between the marketing
decision problem and the marketing research
problem;

6 explain the structure of a well-defined marketing
research problem, including the broad statement
and the specific components;

7 understand the role of theory in the development
and execution of applied marketing research;

8 acquire an appreciation of the complexity involved
in defining the problem and developing a research
approach in international marketing research;

9 understand the ethical issues and conflicts that
arise in defining the problem and developing a
research approach;

10 appreciate the ways in which the Internet can
support the process of problem diagnosis and the
development of a research design.

STAGE 1 STAGE 2
dperf‘i’:iltein Rese:;\lesgz?“h STAGE 3 STAGE 4 STAGE 5 STAGE 6
Research design Fieldwork or data Data preparation Report preparation

developed collection and analysis and presentation



Overview

Overview

This chapter covers the first two of the six steps of the marketing research process
described in Chapter 1: defining the marketing research problem and developing a
research approach to tackle the problem. Defining the problem is the most important
step, since only when a problem has been clearly and accurately identified can a research
project be conducted properly. Defining the marketing research problem sets the course
of the entire project. Regardless of how well a research plan is designed and subsequent
stages are carried out, if the problem is not correctly diagnosed, research findings could
be misleading or even dangerous. In this chapter, we allow the reader to appreciate the
complexities involved in defining a problem, by identifying the factors to be considered
and the tasks involved.

In practical terms, the means to communicate and facilitate the diagnosis of research
problems is achieved through the preparation of a research brief and research proposal.
The rationale and components of the research brief and research proposal are pre-
sented. We provide guidelines for appropriately defining the marketing research
problem and avoiding common types of errors. We also discuss in detail the characteris-
tics or factors influencing the research design and components of an approach to the
problem: objective/theoretical framework, analytical models, research questions and
hypotheses. The special considerations involved in defining the problem and developing
a research approach in international marketing research are discussed. Finally, several
ethical issues that arise at this stage of the marketing research process are considered.

We introduce our discussion with an example. The ABC Global Kids Study illustrates
that, starting from broad research questions, a clear set of research questions can be
developed. There are many difficulties in designing a research approach that will allow
comparable findings from six countries on three continents and in questioning chil-
dren. Without a precise diagnosis of marketing and research problems, such a
complicated research approach would be doomed to failure.

Example Isthere one global village for our future generation?’

The ABC Global Kids Study was conducted in the spring of 1996 among 2,400 children
aged 7-12 years and their mothers, in China, Japan, France, the UK, Germany and the USA.
The study was sponsored by multinational corporations such as Mars, Kodak and
McDonald’s. The key topic areas were as follows:

Child wealth and spending patterns
Influence on household purchases

Media habits

Technology ownership and usage

Social issues and concerns

Daily activities

Food and beverages

Toys and games

Cartoon and movie awareness and attitudes
Recreation.

The study was designed to quantify the size of business opportunities in given product cate-
gories and to provide fact-based direction on how to create an exciting child product
portfolio and marketing programme.
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While uniformity of survey, method and instrument were maintained for cross-country
comparison, adaptations were sought locally to capture unique retail and cultural character-
istics. A pictorial response scale was used when interviewing children on emotions and
preferences. Product usage frequency was asked of mothers, instead of children.

The survey revealed considerable spending power for children aged 7-12, as well as
active participation from children in making family purchase decisions in a number of prod-
uct categories. It was apparent that, worldwide, children basically have many common
dreams and aspirations.

Importance of defining the problem

Problem definition

A broad statement of the
general problem and
identification of the specific
components of the marketing
research problem.
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Example

Although each step in a marketing research project is important, problem definition is the
most important step. As mentioned in Chapter 1, for the purpose of marketing research,
problems and opportunities are treated interchangeably. Problem definition involves stat-
ing the general problem and identifying the specific components of the marketing
research problem. Only when the marketing research problem has been clearly defined
can research be designed and conducted properly:

Of all the tasks in a marketing research project, none is more vital to the ultimate fulfil-
ment of a client’s needs than an accurate and adequate definition of the research problem.
All the effort, time, and money spent from this point on will be wasted if the problem is
misunderstood and ill-defined.?

An analogy to this is the medical doctor prescribing treatment after a cursory examination
of a patient — the medicine may be even more dangerous than the condition it is supposed
to cure!

The importance of clearly identifying and defining the research problem cannot be
overstated. The foundation of defining a research problem is the communication that
develops between marketing decision-makers and marketing researchers. In some form
or another, marketing decision-makers must communicate what they see as being the
problems they face and what research support they need. This communication usually
comes in the form of a research brief. The marketing researcher responds to the research
brief with a research proposal, which encapsulates the researcher’s vision of a practical
solution to the set research problem. The following example illustrates that a research
brief may not always be particularly well thought out. The marketing researcher is
expected to develop the brief into a research proposal and in doing so has a vital role to
play in the diagnosis of research problems.

How to bait the interview hook for those top 1,000 big fish3

The groans from researchers when another brief arrives asking for 100 or 200 interviews
with chief executive officers (CEOs) or equivalents within the Times Top 1000 companies
typify the attitude generated by business-to-business marketers’ constant demand to reach
this audience. When the research brief arrives, it is certainly worth examining whether, prac-
tically, what is requested can actually be done. The research proposal developed must
reflect the practicalities of questioning managers who are constantly bombarded with
requests to respond to research questions. The number of interviews, the timescale, the
nature of questions and the structure of the sample all need to be taken into account. For
example, is it really worth undertaking 200 interviews within any single European country? If
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we were limited to one per organisation, we would be interviewing to strike rates of between
1in 2.5 and 1 in 5. If the research targets companies throughout Europe, individual coun-
tries such as the UK and France may have few large companies compared with the USA,
while ltaly has a limited number of very large companies and a great many smaller ones. In
actually reaching the target audience, a number of issues need to be taken into account.
International business-to-business research with senior business audiences brings with it
not only the particular difficulties of reaching them but also the need to understand both
country and cultural issues that impact on the research. Telephone interviews (even if pos-
sible) are considered inappropriate for these audiences in many Far East and Middle East
markets, especially South Korea and Japan, while in Singapore and Hong Kong, provided the
interviews are not too long (over 15 minutes), telephone is fine.

The marketing research brief

Research brief

A document produced by the
users of research findings or
the buyers of a piece of
marketing research. The brief
is used to communicate the
perceived requirements of a
marketing research project.

The marketing research brief is a document produced by the users of research findings or
the buyers of a piece of marketing research. The brief may be used to communicate the
perceived requirements of a marketing research project to external agencies or internally
within an organisation to marketing research professionals. It should act as the first step
for decision-makers to express the nature of a marketing and research problem as they see
it. This first step is vital in developing an agreement of an appropriate research approach.
As a first step of problem diagnosis and negotiation, the marketing research brief should
not be carved in tablets of stone!

It has been contended that the greatest form of potential error in marketing research
lies in the initial relationship between marketing decision-makers and marketing
researchers.* In developing a sound initial relationship, the research brief plays a vital role.
Without some formal method of communicating the nature of a marketing problem,
there is great potential for ambiguities, illogical actions (by both parties), misunderstand-
ings and even forgetfulness.

The purpose of a written marketing research brief may be summarised as:

e [t makes the initiator of the brief more certain of how the information to be collected
will support decision making.

e [t ensures an amount of agreement or cohesion among all parties who may benefit
from the research findings.

e It helps both the marketer and the researcher to plan and implement the research
design.

® It helps to reduce disputes that can occur when the gaps in marketers’ knowledge are
not ‘filled’ as intended.

® [t can form the basis for negotiation with a variety of research organisations.

In all, the research brief saves resources in time and money by helping to ensure that the
nature of the problem or opportunity under investigation has been thought through.

Components of the marketing research brief

The rationale for a marketing research brief may seem logical, but actually generating a
brief from marketing decision-makers can be extremely difficult. These difficulties will be
tackled later in this chapter. If a decision-maker has a very clear idea of the nature of deci-
sion support needed and can define the research objectives that will create such support
and define the research design that will fulfil the research objectives — the decision-maker
could write a research brief that is highly structured. A structured brief created in these
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Figure 2.1
Components of the
marketing research
brief
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conditions would basically be a tender document, allowing a number of research suppliers
to pitch for business on a like-for-like basis. Not all marketing decision-makers have such
clarity of the marketing research support they need. Even if they do, by sticking to highly
structured and prescriptive marketing research briefs, they can underutilise the experience
and creativity of marketing researchers. The following format for a research brief helps to
make the most of the experience and creativity of both the marketing decision-maker and
the researcher and has clear advantages for both parties. First, it does not demand that
decision-makers have a great deal of technical knowledge about research. Their focus can
remain upon the gaps in their knowledge, the nature of support they need, not the techni-
calities of how data are to be collected and analysed. Second, it allows the researchers the
opportunity to demonstrate their creative abilities and awareness of the latest techniques.
Using their experiences from problems faced by other decision-makers, perhaps from a
great variety of contexts and industries, researchers have the possibility of examining the
marketing and research problem from many different perspectives. They can create,
develop and adapt a research design to the research problem that supports the marketing
decision-maker within clear time and cost parameters (Figure 2.1):

1 Background information. The background serves to put research objectives into context,
helping the researcher to understand why certain research objectives are being pursued.
Marketers would detail what they see as being the main events that have caused or con-
tributed to the problem under study. Such a background gives a framework for the
researcher to investigate other potential events, contributory factors or causes.

2 Objectives. The first part of this section would detail which marketing decisions are to
be completed once the research has been undertaken. This requires decision-makers to
explain what they see as the focus of the decisions they plan to make. They then go on
to explain what gap(s) they see in their knowledge. Those gaps create the focus to
planned research activities and set the research objectives. The formulation of the mar-
keting objectives can encompass two areas: organisational objectives and personal
objectives of the decision-maker. For a research project to be successful, it must serve
the objectives of the organisation and of the decision-maker. For the researcher this
may not be explicit or obvious to discern. It may take some time working with a
decision-maker or a particular organisation to see potential conflicts in organisational
and personal objectives. The problem faced by researchers is that decision-makers may
not formulate marketing objectives clearly. Rather, it is likely that objectives tend to be

Background information

:

Objectives  (a) marketing
(b) research

:

Target to research

:

Who is to use findings
(a) analysis
(b) format

:

Constraints

:

Administration



Example

The marketing research brief

stated in terms that have no operational significance, such as ‘to improve corporate
image’. Ultimately this does not matter, as this ‘first-step’ brief offers the opportunity
for the researcher to draw out and develop a much clearer vision of marketing and
research objectives. Drawing out and developing decision-makers’ perspectives of
objectives, even if they have no operational significance, helps the process of develop-
ing a common understanding of what the decision-maker is trying to achieve.

Target to research. Any marketing research project will measure, understand or observe
a target group of individuals. These may be distinct groups of consumers, channel
members such as retailers or competitors, or company employees. In this section,
details of the characteristics of the target group(s) can help in many research design
decisions. These cover areas of identification, gaining access to conduct research,
understanding which techniques are appropriate to measure or understand these indi-
viduals, and the best environment or context in which to conduct research.

Who is to use the findings. This section would outline brief details of the decision-
makers who will use the research findings. For example, certain decision-makers may
be entrepreneurial and introspective, looking for short-term tactical advantages.
Presenting research findings that make tactical advantages apparent would be the best
way to communicate to such managers. Managers with a background and training in
statistics may expect results to be analysed and presented in a particular manner to
have any credibility. Other managers may not have such training or may even be dis-
trustful of statistical analyses and seek a more qualitative interpretation. These issues
have an impact upon the nature and extent of analysis conducted upon the data col-
lected and the style and format in which research findings will be presented.
Constraints. The main limitation to marketing researchers carrying out what they may
perceive as being the correct way to research a problem is the time and money that a
marketer can afford. Proposing a large-scale project that would cost €200,000 when only
€50,000 has been budgeted obviously will not meet management approval. In many
instances, the scope of the marketing research problem may have to be reduced to
accommodate budget constraints. With knowledge of time and cost constraints, the
researcher can develop a research design to suit these needs. The researcher may also
demonstrate other courses of action that could demand greater amounts of money or
time, but could have clear benefits that the marketer may be unaware of. Other con-
straints, such as those imposed by the client firm’s personnel, organisational structure
and culture, or decision making styles, should be identified to determine the scope of
the research project. Yet, constraints should not be allowed to diminish the value of the
research to the decision-maker or to compromise the integrity of the research process.
In instances where the resources are too limited to allow a project of sufficient quality,
the firm should be advised not to undertake formal marketing research. In the following
example, Marketing Researchers Marc Brenner and David Miln warn of the pressures on
researchers to reduce their costs and that, ultimately, the good marketing researcher
should guide marketers in getting the best value from their research investments.

The big trap®

‘Either cut your rates or we will move our account to another agency.” ‘Sadly times are
tough, though the brand is doing well, profitability is down and the agency must help us out
here.” ‘We all have to reduce costs.” ‘| am under great pressure to reduce agency fees,
indeed all expenditure and, unless we can sort something out, | may, reluctantly, be forced
to go out to competitive tender — you know what the purchasing people are like.” Such
stances from clients that buy and use marketing research can understandably create stress
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in a client—agency relationship. The marketing research agency may feel unappreciated or
mistrusted. Such stances are by no means a new phenomenon but are becoming more
common. Marketing research agency profit margins are being squeezed by the competitive
pressure on client businesses that require them to reduce their own costs. Marketing
research agencies generally respond by demonstrating the quality and effectiveness of their
work and by pointing out the real and hidden costs of making an agency change, and the
risks involved. The more demanding the client, the more likely is the agency to give a real
(or apparent) cost reduction, arguing that it is necessary for the good of the relationship
and ultimately the retention of business. The big trap for the marketing research agency is
to think that, to improve its client relationship, it is necessary to sacrifice what it gets paid.
It is a big mistake to appear to support or encourage the idea that there is a legitimate
trade-off between the two by treating the matter as if it were a zero sum game. It's not. The
reality is that while a good relationship and the financial deal with the client are indeed
related, they move together. Better price leads to a better relationship, a better job and a
better contribution to the client. It is also a big mistake for an agency to fail to act as a
steward of its client’s resources.

6 Administrative considerations. These would lay out administrative details in completing
the research project. Examples could be the expected delivery of interim reports, con-
tacts in an organisation who may be able to help supply further information, or
reference to sources of materials and individuals that are needed to complete the
research successfully.

With a formal marketing research brief and perhaps preliminary discussions with the
organisation that is to commission the research, the marketing researcher has the neces-
sary material to develop a research proposal. In many instances, however, the marketing
researcher does not enjoy the luxury of a written research brief. The marketing decision-
maker may outline ideas in an oral manner, perhaps on an informal basis. This can
happen if the decision-maker is not aware of the personal benefits of producing a written
research brief detailed above. Decision-makers may see the brief as a time-consuming
process that really is the job of the researcher. If marketing researchers are faced with an
oral brief, they can use the proposed brief outline above as a guideline to the issues they
should elicit in informal discussions in order to develop an effective proposal.

The marketing research proposal

Research proposal

The official layout of the
planned marketing research
activity.
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In response to a research brief, the marketing researcher will develop a research plan (cov-
ered in detail in Chapter 3) and will develop a research proposal to communicate this
plan. The marketing research proposal contains the essence of the project and, in its final
format, serves as a contract between the researcher and management. The research pro-
posal covers all phases of the marketing research process. It allows the researcher to
present an interpretation of the problems faced by management and to be creative in
developing a research solution that will effectively support decision-makers. Although the
format of a research proposal may vary considerably, most proposals address all the steps
of the marketing research process and contain the elements shown in Figure 2.2:

1 Executive summary. The proposal should begin with a summary of the major points
from each of the other sections, presenting an overview of the entire proposal.

2 Background. The researcher would be expected to have developed ideas beyond those
presented in the brief ‘background’. Other potential causes of the problems faced or
alternative interpretations of the factors that shape the background in an environmen-
tal context should be presented. The extent of developmental work on the background
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to a research project will depend mostly upon how much past work marketing
researchers have done for the decision-makers. In projects where researchers and mar-
keters are working together for the first time, much exploratory work may be
undertaken by the marketing researcher to understand an industry, organisation,
decision-makers, planned campaigns, etc. After a number of projects, much of this may
be understood and not need restating. The following example from a proposal to
Nestea illustrates how Sports Marketing Surveys presents a relatively short but well-
focused background. The two companies have worked together before and are building
upon their shared knowledge and their shared language.

Sports Marketing Surveys

Nestea research proposal: background

Nestea has entered into two sponsorships for 2004 that it believes match its target market
and key lifestyle attributes:

® Water, Wind and Waves. The initial title sponsorship of windsurfing through the
Professional Windsurfers Association Racing World Tour and individual races. In Italy,
however, sailing has been chosen in preference since local market indications are that
windsurfing does not fit the key criteria. The intention would be to widen the field to
include other relevant sports in this category.

® Beach Volleyball. Sponsorship within the Beach Volleyball European Championship Tour.
This is not a title sponsorship of events but major sponsor benefits are expected.

The popularity of iced tea varies across Europe, with Spain having relatively low levels of
consumption compared with high levels in Italy. In turn, the penetration of Nestea varies by
territory and it has a major competitor — Lipton, who is active in sponsorship and has been
involved in some of the sports currently being looked at by Nestea.

Sponsorship is being viewed as a marketing option to increase the Nestea brand share
in key countries and to link the sponsored properties’™ markets and lifestyle images with
activation and leverage! support — the most crucial area to ensure optimisation of sponsor-
ship impact.

* A ‘property’ in a sponsorship context can mean an event, a league, or an individual sports star.

T Leverage in a sponsorship context means investment in other marketing communications that will
integrate with and enhance the sponsorship.

3 Problem definition. Again, if necessary, the researcher may go beyond the problem defi-
nition presented in the brief. If the researcher sees potential to add value for the
marketer through alternative diagnoses of the problem presented in the brief, then
these should be shown. If the researcher sees a problem in the brief that is ambiguous
or unattainable, again alternative diagnoses should be presented. From this section, the
marketer’s gaps in knowledge should be apparent.

4 Research objectives. These may be presented in the form of clear hypotheses that may be
tested. They may also cover broader areas in terms of ‘research questions’ that are to be
explored rather than formally measured in a conclusive manner.

5 Research design. The research design to be adopted, in broad terms classified as
exploratory, descriptive or causal, should be specified. Beyond such a broad classifica-
tion should be details of the individual techniques that will be adopted and how they
will unfold and connect to each other. This means that the reader will clearly see meth-
ods of collecting the desired data, justification for these methods, and a sampling plan
to include details of sample size(s). This applies to both quantitative and qualitative
approaches. The following example from Sports Marketing Surveys’ Nestea project is a
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descriptive research design. This summarises the stages but note that each stage is
developed in more detail in the actual proposal. Of particular note is the foundation to
the study in the form of the proprietary model to evaluate the effectiveness of sponsor-
ship — and how this model is used to interpret the data collected from different sources
and to form strategic recommendations.

Sports Marketing Surveys

Nestea research proposal: research design

1 Model build.
2 Desk and database research.
3 Primary research:

® Close market: spectator studies — we will undertake 10-15 interviews at each event
based on a more qualitative 10-15 minute in-depth discussion. These will take place
over one day at each event and will be based around a topic guide to be discussed.

This topic guide will focus more on the lifestyle values and how these fit with the

desired attributes of Nestea.

® Distant market: target market — 150 interviews in each country in the region of the
relevant events will be undertaken. However, in terms of timing where two events are
being undertaken (Germany), we propose the research to be in two stages immedi-
ately after each event:

— Germany: 75 interviews after each event to give a total of 150 for each country.
This will provide post-event data for the first event and pre- and post-information for
the second event. It also ensures that there is not a large time difference from
event to research if the first event is held much earlier in the summer.

— Spain, Italy and Hungary: 150 interviews in each country after completion of each
event in the region(s).

4 Model evaluation and strategic analysis.

10

Fieldwork/data collection. The proposal should discuss how the data will be collected
and who will collect them. If the fieldwork is to be subcontracted to another supplier,
this should be stated. Control mechanisms to ensure the quality of data collected
should be described.

Data analysis. This should describe the kind of data analysis that will be conducted,
e.g. content analysis, simple cross-tabulations, univariate analysis or multivariate
analysis. If software packages are to be used in these analyses, they should be specified,
as they will be indicative of the potential analyses that can be conducted. There
should be further description of the extent to which the results will be interpreted in
light of the set marketing objectives, beyond the specified analysis techniques.
Reporting. The proposal should specify the nature of any intermediate reports to be
presented, what will be the form of the final report, and whether an oral presentation
of the results will be made.

Cost and timetable. The cost of the project and a time schedule, broken down by
phases, should be presented. A critical path method chart might be included. In large
projects, a payment schedule is also worked out in advance.

Research organisation and key researchers working on the project. When an organisa-
tion is working with researchers for the first time, some idea of past research projects
and clients should be displayed. This can help the marketer to trust the researcher in
problem diagnosis, research design and implementation (e.g. how credible the
researchers may be seen by the individuals they are to research and how this may
affect respondent openness and honesty), and interpretation of the findings.
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Components of the
marketing research

proposal

Example
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The marketing research proposal

Executive summary

Y

Background

Y

Problem definition

Y

Research objectives

Y

Research design

Y

Fieldwork/data collection

Y

Data analysis

Y

Reporting

\

Cost & timetable

Y

Research organisation & researchers

Y

Appendices

Y

Agreement

Appendices. Any statistical or other information of interest to only a few people
should be contained in appendices.

Agreement. All parties concerned with fulfilling the research plan should sign and date
their agreement to the proposal.

Preparing a research proposal has several advantages. It ensures that the researcher and
management agree about the nature of the project, and it helps sell the project to a wider
array of decision-makers who may contribute to and benefit from the research findings.
As preparation of the proposal entails planning; it helps the researcher conceptualise and
execute the marketing research project. The following example illustrates the language
problems in writing a pan-European research proposal. In this example, a problem lies
with English speakers wanting to negotiate and work with other English speakers and
having little experience of the countries in which they will undertake research.

Some dos and don’ts of pan-European research®

Many European studies are commissioned by English speakers who want to work with
English speakers. They want to agree questionnaires in English, and they want reports and
tables in English. And so they come to the UK.

In addition, it is simpler for someone commissioning international research to accept an
English proposal written by a first-language English speaker. Even the best European — used
here in its not-British sense — English speaker finds it hard to write a creative proposal in
good idiomatic English. But it is creativity that sells proposals.

A problem in writing proposals for research in Europe is often lack of familiarity with
European habits and behaviour. Most British researchers’ experience of Europe is derived
from holidays backed up (in all too few cases) by limited work experience in one or more
countries. Faced by a proposal on TV viewing, on grocery purchasing, on holiday habits or on
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headache remedies, few British researchers have any notion of how Italians, Spaniards or
Germans treat these subjects. Hence the first step in writing an international proposal on
an unfamiliar subject is secondary research. This may also involve calling a dozen homes in
the relevant country, and chatting on the phone for an hour or two with locals. Soon you
start to identify how ltalians, Spaniards and Germans differ from the British and what these
main differences are. Designing a piece of European research in an unfamiliar area without
taking this first simple step is like taking up power boating without learning to swim. It is a
route to disaster, not maybe with the proposal, but with the research when commissioned.

The process of defining the problem and developing a

research approach

By formally developing and exchanging a marketing research brief and research proposal,
the marketing decision-maker and the marketing researcher utilise their distinctive skills.
They ensure that the marketing problem and research problems have been correctly
defined and an appropriate research approach is developed. The research brief and the
research proposal are the formal documents that ensure each party is clear about the
nature and scope of the research task. These documents allow decision-makers and
researchers formally to present their perspective of the task in hand. The following section
details the process that needs to be undertaken in order to produce these documents. The
detail of defining the nature of problems and developing an appropriate research
approach to the point of creating a research design is shown in Figure 2.3.

Environmental context of the problem — the tasks involved

Discussions with  ——— Interviews with -«—— Secondary data
decision-makers <€—— experts —— evaluation

'

Marketing decision problem to marketing research problem

Marketing Marketing
.. —
decision research
problem problem

;

Approach to the problem

Y Y Y Y

Objective Analytical Research Hypotheses
theoretical model questions
framework

'

Research design

Figure 2.3 o Characteristics/factors
The process of defining influencing
the problem and research design

developing an approach
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Problem audit

A comprehensive
examination of a marketing
problem to understand its
origin and nature.

The process of defining the problem and developing a research approach

The tasks involved in problem definition consist of discussions with decision-makers,
qualitative interviews with industry experts and other knowledgeable individuals, and
analysis of readily available secondary data. These tasks help the researcher to understand
the background of the problem by analysing the environmental context. Certain essential
environmental factors bearing on the problem should be evaluated. An understanding of
the environmental context facilitates the identification of the marketing decision problem.
Then, the marketing decision problem is translated into a marketing research problem.
Based on the definition of the marketing research problem, an approach to the problem is
established and an appropriate research design is developed. The components of the
approach may consist of an objective/theoretical framework, analytical models, research
questions and hypotheses. Further explanation of the problem definition process begins
with a discussion of the tasks involved.

Environmental context of the problem

The tasks involved in understanding the environmental context of the marketing and
research problem can include discussions with decision-makers, qualitative interviews
with industry experts, and secondary data analysis. The purposes of these tasks are to
develop an understanding of forces that may affect the nature of decision-makers’” prob-
lems and related research problems.

Discussions with decision-makers

Discussions with the decision-makers beyond the formal presentation of a research brief and
research proposal are usually vital. The decision-maker needs to understand the capabilities
and limitations of research.” Research provides information relevant to management deci-
sions, but it cannot provide solutions, because solutions require managerial creativity and
judgement. Conversely, the researcher needs to understand the nature of the decision that
managers face — the marketing problem, and what they hope to learn from the research.

To identify the marketing problem, the researcher must possess considerable skill in
interacting with the decision-maker. Several factors may complicate this interaction.
Access to decision-makers may be difficult, and some organisations have complicated pro-
tocols for access to top executives. The organisational status of the researcher or the
research department may make it difficult to reach the key decision-maker in the early
stages of the project. Finally, there may be more than one key decision-maker, and meet-
ing collectively or individually may be difficult. All of the problems make it difficult to
develop a research brief. Despite these problems, though, it is necessary that the researcher
interacts directly with the key decision-makers.®

A problem audit provides a useful framework to develop ideas from a brief, allowing
the researcher to interact with the decision-maker and identify the underlying causes of
the problem. A problem audit, like any other type of audit, is a comprehensive examina-
tion of a marketing problem with the purpose of understanding its origin and nature.’ A
problem audit involves discussions with the decision-maker on the following issues:

1 The events that led to the decision that action is needed, or the history of the problem.

2 The corporate culture as it relates to decision making.'!” For example, in some firms,
the decision-making process is dominant; in others, the personality of the decision-
maker is more important.

3 The alternative courses of action available to the decision-maker. The set of alternatives
may be incomplete at this stage, and qualitative research may be needed to identify the
more innovative courses of action.

4 The criteria that will be used to evaluate the alternative courses of action. For example,
new product offerings might be evaluated based on sales, market share, profitability, or
return on investment.
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5 What the decision-maker perceives to be gaps in their knowledge.
6 The manner in which the decision-maker will use each item of information in making
the decision.

It may be necessary to perform a problem audit, because the decision-maker may have
only a vague idea of what the problem is. For example, the decision-maker may know that
the firm is losing market share but may not know why; decision-makers may tend to focus
on symptoms rather than on causes. An inability to meet sales forecasts, a loss of market
share and a decline in profits are all symptoms. The researcher should treat the underlying
causes, not merely address the symptoms. For example, loss of market share may be
caused by much better advertising campaigns by the competition, inadequate distribution
of the company’s products, or any number of other factors. Only when the underlying
causes are identified can the problem be successfully addressed.

A problem audit, which involves extensive interaction between the decision-maker and
the researcher, can greatly facilitate problem definition by determining the underlying
causes. The interaction between the researcher and the decision-maker is facilitated when
one or more people in the client organisation serve to liaise and form a team with the
marketing researcher. To be fruitful, the interaction between the decision-maker and the
researcher can be characterised by the following:

1 Communication. A free exchange of ideas between the decision-maker and the
researcher is essential.

2 Cooperation. Marketing research is a team project in which both parties (decision-
maker and researcher) must cooperate, from problem diagnosis through to the
interpretation and presentation of findings.

3 Confidence. Mutual trust of each other’s distinct skills and contribution should underlie
the interaction between the decision-maker and the researcher.

4 Candour. There should not be any hidden agendas, and an attitude of openness should
prevail.

5 Closeness. An understanding of each other’s problems should result in a closeness that
should characterise the relationship between the decision-maker and the researcher.

6 Continuity. The decision-maker and the researcher must interact continually rather
than sporadically.

7 Creativity. The interaction between the decision-maker and the researcher should be
creative rather than formulaic. Though the research process may be laid out in ‘easy-to-
follow’ steps, in reality great amounts of creativity are needed at every stage.

Interviews with industry experts

In addition to discussions with decision-makers, qualitative interviews with industry
experts, individuals knowledgeable about the firm and the industry, can help in diagnos-
ing the nature of the marketing and research problem.!! These experts may be found both
inside and outside the firm. Typically, expert information is obtained by unstructured per-
sonal interviews, without a formal questionnaire. It is helpful, however, to prepare a list of
topics to be covered during the interview. The order in which these topics are covered and
the questions to ask should not be predetermined. Instead, they should be decided as the
interview progresses, which allows greater flexibility in capturing the insights of the
experts (see Chapter 8 for full details of depth interviewing techniques). The list of topics
to cover and the type of expert sought should evolve as the researcher becomes more
attuned to the nature of the marketing problem. The purpose of interviewing experts is to
explore ideas, make new connections between ideas, and create new perspectives in defin-
ing the marketing research problem. If the technique works well, and an amount of trust
and rapport is developed, the potential to generate and test ideas can be immense. Experts
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Secondary data
Data collected for some
purpose other than the
problem at hand.

Primary data

Data originated by the
researcher specifically to
address the research
problem.

The process of defining the problem and developing a research approach

may have other contacts that the researcher may not be aware of or may not be able to get
access to. They may also have secondary data which, again, the researcher may not be
aware of or have access to. Unfortunately, two potential difficulties may arise when seeking
advice from experts:

1 Some individuals who claim to be knowledgeable and are eager to participate may not
really possess expertise.

2 It may be difficult to locate and obtain help from experts who are outside the client
organisation, i.e. access to these individuals may be problematic.

For these reasons, interviews with experts are more useful in conducting marketing
research for industrial firms and for products of a technical nature, where it is relatively
easy to identify and approach the experts. This method is also helpful in situations where
little information is available from other sources, as in the case of radically new products.
Experts can provide valuable insights in modifying or repositioning existing products, as
illustrated in the following example of the development of brand values at Visa.

Visa to travel'?

Visa ran a major brand-building campaign spanning Europe. The aim of the campaign was
to create the same brand values in different countries. Although the benefits of uniform
branding are obvious, many companies have found that targeting a number of countries
with the same campaign is fraught with danger. However, with research that revealed per-
ceptions of Visa and cash to be consistent across Europe, that ‘plastic is better than
cash’, the message was simple to translate — simple if one is aware of cultural sensibili-
ties and the relationship between countries, the company and the target audience. With
industry expertise emphasising the appeal of locally produced campaigns, Visa has suc-
ceeded. As an example, Visa has been running a separate campaign for the Electron debit
card in Spain, Portugal and Italy for some time. It has won many awards in Spain where
people think it is a Spanish campaign, but then they think the ad is locally produced in
Italy and Portugal as well.

Initial secondary data analyses

Secondary data collection and analysis will be addressed in detail in Chapters 4 and 5. A
brief introduction here will demonstrate the worth of secondary data at the stage of
problem diagnosis. Secondary data are data collected for some purpose other than the
problem at hand. Primary data, on the other hand, are originated by the researcher for
the specific purpose of addressing the research problem. Secondary data include data
generated within an organisation, information made available by business and govern-
ment sources, commercial marketing research firms, and computerised databases.
Secondary data are an economical and quick source of background information. Analysis
of available secondary data is an essential step in the problem definition process: primary
data should not be collected until the available secondary data have been fully analysed.
Past information and forecasts of trends with respect to sales, market share, profitability,
technology, population, demographics and lifestyle can help the researcher to understand
the underlying marketing research problem. Where appropriate, this kind of analysis
should be carried out at the industry and firm levels. For example, if a firm’s sales have
decreased but industry sales have increased, the problems will be very different than if
the industry sales have also decreased. In the former case, the problems are likely to be
specific to the firm. Past information and forecasts can be valuable in uncovering poten-
tial opportunities and problems.
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Marketing decision problem and marketing research problem

Marketing decision
problem

The problem confronting the
marketing decision-maker,
which asks what the
decision-maker needs to do.

Marketing research
problem

A problem that entails
determining what information
is needed and how it can

be obtained in the most
feasible way.

Example
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The marketing decision problem asks what the decision-maker needs to do, whereas the
marketing research problem asks what information is needed and how it can best be
obtained.!® The marketing decision problem is action oriented. It is concerned with the
possible actions the decision-maker can take. How should the loss of market share be
arrested? Should the market be segmented differently? Should a new product be intro-
duced? Should the promotional budget be increased?

In contrast, the marketing research problem is information oriented. It involves deter-
mining what information is needed and how that information can be obtained effectively
and efficiently. Consider, for example, the loss of market share for a particular product
line. The decision-maker’s problem is how to recover this loss. Alternative courses of
action can include modifying existing products, introducing new products, changing
other elements in the marketing mix, and segmenting the market. Suppose that the deci-
sion-maker and the researcher believe that the problem is caused by inappropriate
segmentation of the market and want research to provide information on this issue. The
research problem would then become the identification and evaluation of an alternative
basis for segmenting the market. Note that this process requires much interaction, in the
sense that both parties critically evaluate, develop and defend each other’s ideas to clarify
the nature of decision and research problems, and to ensure there is a clear and logical
connection between them. The following example further illustrates the distinction
between the marketing decision problem and the marketing research problem. It also
illustrates the interactive nature of identifying the marketing decision problem and the
research problem, each one unfolding and informing the understanding of the other.

The following examples further distinguish between the marketing decision problem
and the marketing research problem.

Defining the problem

Bank X: We are experiencing a loss of market share in Ireland in corporate banking.

Researcher: s it just Ireland?

Bank X: No, but as we conduct the majority of our business there, the loss is causing
us the greatest amount of concern.

Researcher: Why do you think you are losing market share?

Bank X: We wish we knew!

Researcher: How are your competitors coping?

Bank X: We suspect that other Irish banks are also suffering, but that the multina-
tional banks are capturing market share.

Researcher: How do your customers feel about the quality of services you deliver?

Bank X: We recently attained our ISO 9000 for service quality, which we are proud of!

Researcher: But how does your service delivery compare with your competitors?

After a series of discussions with key decision-makers, analysis of secondary data within the
bank and from other sources, the problem was identified as follows:

® Marketing decision problem. What should be done to arrest the decline in market share
of Bank X?

® Marketing research problem. Determine the relative strengths and weaknesses of Bank
X, vis-a-vis other major competitors in Ireland. This would be done with respect to factors
that influence a company in its choice of a bank to handle its transactions.



Defining the marketing research problem

Marketing decision problem Marketing research problem

Should a new product be introduced? To determine consumer preferences and
purchase intentions for the proposed new
product

Should the advertising campaign be changed? | To determine the effectiveness of the current
advertising campaign

Should the price of the brand be increased? To determine the price elasticity of demand
and the impact on sales and profits of
various levels of price changes

Defining the marketing research problem

Broad statement of the
problem

The initial statement of the
marketing research problem
that provides an appropriate
perspective on the problem.

The general rule to be followed in defining the research problem is that the definition
should:

1 allow the researcher to obtain all the information needed to address the marketing
decision problem;

2 guide the researcher in maintaining focus and proceeding with the project in a consis-
tent manner.

Researchers make two common errors in problem definition. The first arises when the
research problem is defined too broadly. A broad definition does not provide clear guide-
lines for the subsequent steps involved in the project. Some examples of excessively broad
marketing research problem definitions are: developing a marketing strategy for a brand,
improving the competitive position of the firm, or improving the company’s image. These
are not specific enough to suggest an approach to the problem or a research design.

The second type of error is just the opposite: the marketing research problem is defined
too narrowly. A narrow focus may preclude consideration of some courses of action, par-
ticularly those that are innovative and not obvious. It may also prevent the researcher
from addressing important components of the marketing decision problem. For example,
in a project conducted for a consumer products firm, the marketing problem was how to
respond to a price cut initiated by a competitor. The alternative courses of action initially
identified by the firm’s research staff were to:

1 decrease the price of the firm’s brand to match the competitor’s price cut;

2 maintain price but increase advertising heavily; or

3 decrease the price somewhat, without matching the competitor’s price, and moderately
increase advertising.

None of these alternatives seemed promising. When outside marketing research experts
were brought in, the problem was redefined as improving the market share and profitabil-
ity of the product line. Qualitative research indicated that in blind tests consumers could
not differentiate products offered under different brand names. Furthermore, consumers
relied on price as an indicator of product quality. These findings led to a creative alterna-
tive: increase the price of the existing brand and introduce two new brands — one priced to
match the competitor and the other priced to undercut it.

The likelihood of committing either error of problem definition can be reduced by
stating the marketing research problem in broad, general terms and identifying its specific
components (see Figure 2.4). The broad statement of the problem provides perspective
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Figure 2.4

Proper definition of the
marketing research
problem

Specific components of
the problem

The second part of the
marketing research problem
definition that focuses on the
key aspects of the problem
and provides clear guidelines
on how to proceed further.

Example

Example
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Marketing research problem

Broad statement

/1N

Specific components

and acts as a safeguard against committing the second type of error. The specific compo-
nents of the problem focus on the key aspects and provide clear guidelines on how to
proceed further, and act as a safeguard against committing the first type of error.
Examples of appropriate marketing research problem definitions are provided in the fol-
lowing two examples.

Net has yet to prove its value'

As the stampede to set up websites continues, those companies without a clear long-term
strategy are looking increasingly rudderless as they search for ways to capitalise on their
investment. A recent survey by Gallup and the Wall Street Journal of 603 board-level execu-
tives in the UK, France and Germany has revealed that Europe’s businesses continue to
embrace the Internet on the somewhat vague grounds that it is in the interests of their
‘competitiveness’. Yet, they remain unsure about how, specifically, to use the medium for
generating profits in the longer term.

The notable exception has been the financial services sector. Exploratory secondary data
gathering and analyses revealed the opportunities that have been grasped by this sector. It
also revealed the strategies adopted by financial companies. To develop these ideas into
relevant actions, case histories of exemplary financial companies were built, key decision-
makers were targeted and questions focused upon technology, design and financial returns
were developed.

Specifically the following issues could be addressed (as examples of many) for a com-
pany embarking on developing a website:

To what extent is the Net used by competitors?

What specific information types and services do they offer?

How can the Net generate knowledge of customers?

How can the Net add to marketing communication strategies?
How can the Net help to generate actual sales?

What types of existing or potential customers could use our site?

o0~ WNPRE

In the following Tennis magazine example, the broad statement of the problem focused
upon gathering information about subscribers, and specific components identified the
particular information about subscribers that was needed.

Research serves Tennis magazine'®

Tennis magazine wanted to obtain information about its readers, which numbered 1.6 mil-
lion in 2003, though it had 700,000 subscribers. The management decision problem was:
‘What changes should be made in Tennis magazine to make it more appealing to its readers?’

The broad marketing research problem was defined as: ‘to build a profile of subscribers
of Tennis magazine’



Components of the research approach

Specific components of the problem included the following:

1 Demographics. Who are the men and women who subscribe to the magazine?

2 Psychological characteristics and lifestyle. How do subscribers spend their money and
their free time? Lifestyle indicators to be examined were: fitness, travel, car rental,
apparel, consumer electronics, credit cards and financial investments.

3 Tennis activity. Where and how often do subscribers play tennis? What are their skill levels?

4 Relationship to Tennis magazine. How much time do subscribers spend with the issues?
How long do they keep them? Do they share the magazine with other tennis players?

Because the questions were so clearly defined, the information provided by this research
helped management design their editorial and layout with features on tennis instruction,
equipment, famous tennis players and locations to play tennis.

Components of the research approach

Paradigm

A set of assumptions
consisting of agreed-upon
knowledge, criteria of
judgement, problem fields
and ways to consider them.

Theory

A conceptual scheme based
on foundational statements,
or axioms, that are assumed
to be true.

Objective evidence
Perceived to be unbiased
evidence, supported by
empirical findings.

Once the marketing decision-maker and researcher have clarified the decision problem
and established the research problem they face, it has to be decided how to approach the
research problem. The research problem may be very clear in the sense that there are
strong established theories of what should be measured and how to conduct the measure-
ments. Conversely, the research problem may lack theoretical foundation, with the
researcher trying to cope with a broad set of issues that have not been sufficiently
researched beforehand and unable to trust existing theories. How the researcher perceives
the research problem affects the paradigm he or she will adopt in either an implicit or
explicit manner. The researcher’s adopted paradigm is built upon a set of assumptions.
These assumptions consist of ‘agreed-upon’ knowledge, criteria of judgement, problem
fields and ways to consider them!®
(these factors will be developed further
in Chapter 6). What is ‘agreed-upon’
refers to how strong the theories are in
defining and encapsulating the issues
that make up a research problem.
Bringing together the ‘agreed upon’
knowledge, criteria of judgement,
problem fields and ways to consider
them can be undertaken by consider-
ing the objective/theoretical
framework, analytical models, research
questions and hypotheses. Each of
these components is discussed in the
following sections. Collectively they
may be considered to be the ‘approach’
that a researcher will take.

Source: © Mike/Zefa/CORBIS

Objective/theoretical framework

In general, researchers should aim to base their investigations upon objective evidence,
supported by theory. A theory is a conceptual scheme based on foundational statements
called axioms that are assumed to be true. Objective evidence is gathered by compiling
relevant findings from secondary sources. Likewise, an appropriate theory to guide the
research might be identified by reviewing academic literature contained in books, journals
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and monographs. The researchers should rely on theory to help them to measure or
understand the variables they are investigating. Academic sources of new developments to
measure, understand and analyse consumers should be constantly evaluated; the following
two examples illustrates why.

Not afraid of theory'’

An abundance of innovations have emerged from academics over the past decades to the
benefit of marketing research practitioners. Conjoint analyses, for instance, started in the
academic world, and really caught on in the 1980s. Choice-based conjoint analysis or CBC
is a good example of this, which has been popularised over the past 10 years, after its
inception in the academic circles of econometricians and psychologists. Other contributions
have been in segmentation, pricing and customer satisfaction research. Latent class
models and structural equation models (used in customer satisfaction research) are clear
examples of academic developments that have been popularised for use in marketing
research practice

Innovation or hype?'8

Many qualitatitive researchers are shifting from the familiar focus group discussions and in-
depth interviews to embrace new methods of semiotics, linguistics, bricolage, diaries,
observations, workshops and neuroscience. It has been claimed that these new techniques
can generate better information and insight. How valid is this viewpoint? David Penn,
Managing Director of Conquest Research Ltd, says:

We need to understand the theory that underpins each new technique so we can make a
sound judgement about when and how to use it and also see its limitations. You need to
understand the intellectual tradition behind, say, semiotics to be able to assess its value
for a particular research project. This means we should place more emphasis on theory in
marketing research.

Marketing researchers should also rely on theory to determine which variables should
be investigated. Past research on theory development and testing can provide important
guidelines on determining dependent variables (variables that depend on the values of
other variables) and independent variables (variables whose values affect the values of
other variables). Furthermore, theoretical considerations provide information on how the
variables should be operationalised and measured, as well as how the research design and
sample should be selected. A theory also serves as a foundation on which the researcher
can organise and interpret the findings: ‘nothing is so practical as a good theory’.!®
Conversely, by neglecting theory, researchers increase the likelihood that they will fail to
understand the data obtained or be unable to interpret and integrate the findings of the
project with findings obtained by others. The role of theory in the various phases of an
applied marketing research project is summarised in Table 2.1.

Applying a theory to a marketing research problem requires creativity on the part of
the researcher. A theory may not specify adequately how its abstract constructs (variables)
can be embodied in a real-world phenomenon. Marketing researcher must therefore take
the best of what they believe to be the most novel theories to represent and encapsulate
consumer thinking and behaviour.
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Analytical model

An explicit specification of
a set of variables and their
interrelationships designed
to represent some real
system or process in
whole or in part.

Verbal models
Analytical models that
provide a written
representation of the
relationships between
variables.

Graphical models
Analytical models that
provide a visual picture of
the relationships between
variables.

Components of the research approach

Brands are recorded in our brains??

All the human and biological sciences — social, behavioural psychology, cognitive psychology,
psychoanalytical psychology, linguistics, and the newer discoveries within the science of the
brain — are an attempt to find out why human beings do what they do. That is what research
is about. You cannot read a book about linguistics or brain science and expect to know all
about these complex and specialised subjects. What you have to do is try to identify rele-
vant principles and integrate these with the pragmatic experience of being an active
researcher. Something new, a new way of thinking, is the result. Nearly all of our work con-
sists of several strands. It's not possible to say ‘I’'m using cognitive psychology here, or now
I’'m using a bit of linguistics’. They become part of your model of thinking about how human
beings interact with brands, communications and organisations. We do practice ‘bricolage’
very seriously — not for the sake of novelty but for the sake of research rigour.

It is also vital for marketing researchers to recognise that theories are incomplete; they
deal with only a subset of variables that exist in the real world. Hence, the researcher must
also identify and examine other variables that have yet to be published as theories. This
may involve the researcher developing ‘grounded theory’, which will be explained and

developed in Chapter 6.

Table 2.1 The role of theory in applied marketing research

Research task

Role of theory

Conceptualising and
identifying key variables

Provides a conceptual foundation and understanding of the
basic processes underlying the problem situation. These
processes will suggest key dependent and independent
variables

Operationalising key variables

Provides guidance for the practical means to measure or
encapsulate the concepts or key variables identified

Selecting a research design

Causal or associative relationships suggested by the theory may
indicate whether a causal, descriptive or exploratory research
design should be adopted (see Chapter 3)

Selecting a sample

Helps in defining the nature of a population, characteristics that
may be used to stratify populations or to validate samples (see
Chapter 14)

Analysing and interpreting data

The theoretical framework and the models, research questions
and hypotheses based on it guide the selection of a data
analysis strategy and the interpretation of results (see
Chapter 17)

Integrating findings

The findings obtained in the research project can be interpreted
in the light of previous research and integrated with the existing
body of knowledge

Analytical model

An analytical model is a set of variables and their interrelationships designed to repre-
sent, in whole or in part, some real system or process. Models can have many different
forms. The most common are verbal, graphical and mathematical structures. In verbal
models, the variables and their relationships are stated in prose form. Such models may be
mere restatements of the main tenets of a theory. Graphical models are visual. They are
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Mathematical models
Analytical models that
explicitly describe the
relationships between
variables, usually in
equation form.
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used to isolate variables and to suggest directions of relationships but are not designed to
provide numerical results. They are logical, preliminary steps to developing mathematical
models.?! Mathematical models explicitly specify the relationships among variables, usu-
ally in equation form.?> These models can be used as guides for formulating the research
design and have the advantage of being amenable to manipulation.?? The different models
are illustrated in the context of the proprietary sponsorship model used by Sports
Marketing Surveys.

As can be seen from this example, the verbal, graphical and mathematical models
depict the same phenomenon or theoretical framework in different ways. The phenome-
non of ‘sponsorship impact), stated verbally, is represented for clarity through a figure
(graphical model) and is put in equation form (mathematical model) for ease of statistical
estimation and testing. Graphical models are particularly helpful in clarifying the concept
or approach to the problem.

The verbal, graphical and mathematical models complement each other and help the
researcher identify relevant research questions and hypotheses.

Sports Marketing Surveys

After the initial decision has been taken to use sponsorship as a marketing tool, it is vital to
ensure that the most appropriate sponsorship is selected. It is also essential from both the
rights holder’s and sponsor’s point of view to have an independent assessment of the value of
a sponsorship. To this end, Sports Marketing Surveys has its own sponsorship selection and
valuation model in partnership with IEG (International Events Group, www.sponsorship.com).

Model building

Verbal model

A marketing manager wishes to include an investment in sponsorship as part of the portfolio
of integrated marketing communications. She wishes to understand the impact of her spon-
sorship investment. She starts by deciding what key objectives should be fulfilled through a
sponsorship relationship. She then selects a sector (sports, arts, culture, environment,
broadcast) and the type of property (event, team, performance, individual, programme). Once
the sector and property have been selected, she sets specific objectives that can be devel-
oped to help to set realistic targets and a set of metrics as a means to measure success.

Graphical model
Communications objectives

\

Role of sponsorship in
integrated marketing
communications — impact

'

Sponsorship sector

\

Sponsorship property

'

Revised objectives and
success metrics



Research questions
Refined statements of the
specific components of
the problem.

Components of the research approach

Mathematical model
y=a+ 2ax
i=1

where y = sponsorship impact
ay,a; = model parameters to be estimated statistically
Xx; = sponsorship requirement factors

Research questions

Research questions are refined statements of the components of the problem. Although
the components of the problem define the problem in specific terms, further detail may

be needed to develop an approach. Each component of the problem may have to be
broken down into subcomponents or research questions. Research questions ask what

specific information is required with respect to the problem components. If the research
questions are answered by the research, then the information obtained should aid the
decision-maker. The formulation of the research questions should be guided not only by
the problem definition, but also by the theoretical framework and the analytical model
adopted. For a given problem component, there are likely to be several research questions.

Sports Marketing Surveys

Racetrack 2003

Research questions

In 1993 Sports Marketing Surveys completed its first international syndicated study to
measure the attitudes and opinions of, and profile of, the Formula One fan. Racetrack 2003
was the fifth study, covering Formula One fans from: Australia, Brazil, France, Germany, Italy,
Japan, Spain and the UK.

The key research questions tackled in the study were:

What is the image of Formula One and its manufacturers at the end of 2003?
What is the awareness of Formula One sponsors (car sponsors and tyre suppliers)?
What changes have occurred in sponsor awareness?

What levels of support exist for teams and drivers?

What are the attitudes towards sponsorship amongst Formula One fans?

What is the Internet and merchandise profile of Formula One fans?

These research questions were then further refined by precisely defining the variables and
determining how they could be turned into specific questions, i.e. operationalised. To illus-
trate, in wishing to measure the level of support for teams and drivers, the following two
questions were posed:

1 Which one Formula One team do you support?
2 Which one current Formula One driver do you support?

The biggest response to question 1 was ‘Ferrari’, the most popular team in 2001, 2002 and
2003. The biggest response to question 2 was ‘Michael Schumacher’, the most popular driver
in 2001, 2002 and 2003.
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Hypothesis

An unproven statement or
proposition about a factor or
phenomenon that is of
interest to a researcher.

Figure 2.5
Development of
research questions and
hypotheses
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Hypotheses

A hypothesis is an unproven statement or proposition about a factor or phenomenon
that is of interest to the researcher. For example, it may be a tentative statement about
relationships between two or more variables as stipulated by the theoretical framework or
the analytical model. Often, a hypothesis is a possible answer to the research question.?*
Hypotheses go beyond research questions because they are statements of relationships or
propositions rather than merely questions to which answers are sought. Research ques-
tions are interrogative; hypotheses are declarative and can be tested empirically (see
Chapter 18). An important role of a hypothesis is to suggest variables to be included in the
research design.?® The relationship between the marketing research problem, research
questions and hypotheses, along with the influence of the objective/theoretical framework
and analytical models, is described in Figure 2.5 and illustrated by the following example
from Sports Marketing Surveys.2°

Hypotheses are an important part of the approach to a research problem. When stated
in operational terms, as H, and H, in the Sports Marketing Surveys example, they
provide guidelines on what, and how, data are to be collected and analysed. When opera-
tional hypotheses are stated using symbolic notation, they are commonly referred to as
statistical hypotheses.

Components of the
marketing research

problem
Objective/
theoretical ——— >
framework \
Research
questions
Analytical
model
\
Hypotheses

Sports Marketing Surveys

Racetrack 2003
Hypotheses

The following hypotheses were formulated in relation to the research question on
team/driver support:

H,: German Formula One fans show the highest level of support for Michael Schumacher.
H,: French Formula One fans show the highest level of support for the Renault team.

These hypotheses guide the research by ensuring that variables which affect relationships
are included in the research design. The connection between questions that form hypothe-
ses and the appropriate analyses needed are thought out clearly before the research plan
and questionnaire are designed.



International marketing research

It is important to note that not all research questions can be developed into hypotheses
that may be tested. Certain research questions may be exploratory in nature, with the
researcher having no preconceived notions of possible answers to the research questions,
nor the ability to produce statements of relationships or propositions. If the researcher is
faced with such a situation, it does not mean that the investigation will not be as valid as
one where hypotheses are clearly established. It means that the researcher may have to
adopt a different approach or paradigm to establish its validity.

International marketing research

The precise definition of the marketing research problem is more difficult in interna-
tional marketing research than in domestic marketing research. Unfamiliarity with the
environmental factors of the country where the research is being conducted can greatly
increase the difficulty of understanding the problem’s environmental context and
uncovering its causes.

Example  Heinz Ketchup couldn’t catch up in Brazil?’

In 2003, Heinz was selling products in over 200 countries and sales were over €10 bil-
lion. Despite good records of global sales, the H.J. Heinz Company failed in Brazil, a
market that seemed to be South America’s biggest and most promising market. Heinz
entered a joint venture with Citrosuco Paulista, a giant orange juice exporter, because of
the future possibility of buying the profitable company. Yet, the sales of its products,
including ketchup, did not take off. Where was the problem? A problem audit revealed
that the company lacked a strong local distribution system. Heinz lost control of the distri-
bution because it worked on consignment. Distribution could not reach 25% penetration.
The other related problem was that Heinz concentrated on neighbourhood shops because
this strategy was successful in Mexico. The problem audit, however, revealed that 75% of
the grocery shopping in Sao Paulo is done in supermarkets and not the smaller shops.
Although Mexico and Brazil may appear to have similar cultural and demographic charac-
teristics, consumer behaviour can vary greatly. A closer and intensive look at the Brazilian
food distribution system and the behaviour of consumers could have averted this failure.

As the Heinz example illustrates, many international marketing efforts fail not because
research was not conducted, but because the relevant environmental factors were not taken
into account and fully appreciated. Generally, this leads to a definition of the problem that
is too narrow. A major problem for researchers is that their perception of problems may be
reflected through their own social and cultural development. Before defining the problem,
researchers should reflect upon their unconscious reference to cultural values. The follow-
ing steps help researchers to reflect upon their own cultural values:?®

1 Define the marketing research problem in terms of domestic environmental and cul-
tural factors. This involves an identification of relevant European traits, economics,
values, needs or habits.

2 Define the marketing research problem in terms of foreign environmental and cul-
tural factors. Make no judgements. This involves an identification of the related
traits, economics, values, needs or habits in the proposed market culture. This task
requires input from researchers familiar with the foreign environment.
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Example

3 Examine the differences between steps 1 and 2. The unconscious reference to cultural
values can be seen to account for these differences.

4 Redefine the problem without the social/cultural influence and address it for the for-
eign market situation. If the differences in step 3 are significant, the impact of the
social/cultural influences should be carefully considered.

Whilst the above steps may seem at face value to be straightforward, note the words
‘unconscious reference’ in step 3. They mean that the researchers need to reflect upon
their own values and attitudes, the factors that may bias the way they perceive things and
what they observe. As these factors may be ‘unconscious, this reflection and introspection
may take some time to realise. These issues will be more fully developed in Chapter 9.

While developing theoretical frameworks, models, research questions and hypothe-
ses, remember that differences in the environmental factors, especially the socio-cultural
environment, may lead to differences in the formation of perceptions, attitudes, prefer-
ences and choice behaviour. For example, orientation towards time varies considerably
across cultures. In many parts of Asia, Latin America and the Middle East, people tend
not to be as time conscious as Westerners. This influences their perceptions of and pref-
erences for convenience foods such as frozen foods and prepared dinners. In developing
an approach to the problem, the researchers should consider the equivalence of con-
sumption and purchase behaviour and the underlying factors that influence them. This
is critical to the identification of the correct research questions, hypotheses and charac-
teristics/factors that influence the research design.

The following example reveals how the use of focus groups could have helped to reveal
social/cultural characteristics of the Japanese. Focus groups would have allowed the cor-
rect identification of research questions, leading to a more successful product launch.

Surf Superconcentrate faces a super washout in Japan?’

Unilever attempted to break into the Japanese detergent market with Surf
Superconcentrate. It initially achieved 14.5% of the market share during test marketing
but fell down to a shocking 2.8% when the product was introduced nationally. Where did
Unilever go wrong? Surf was designed to have a distinctive pre-measured packet as in
teabag-like sachets, joined in pairs because convenience was an important attribute to
Japanese consumers. It also had a ‘fresh smell’ appeal. Japanese consumers, however,
noticed that the detergent did not dissolve in the wash, partly because of weather condi-
tions and because of the popularity of low-agitation washing machines. Surf was not
designed to work in the new washing machines. Unilever also found that the ‘fresh smell’
positioning of new Surf had little relevance since most consumers hang their washing out
in the fresh air. The research approach was certainly not without flaw, as Unilever failed to
identify critical attributes that are relevant in the Japanese detergent market.
Furthermore, it identified factors such as ‘fresh smell’ that had no relevance in the
Japanese context. Appropriate qualitative research such as focus groups across samples
from the target market could have revealed the correct characteristics or factors leading
to a suitable research design. Despite having to withdraw from the Japanese market, Surf
continued to perform well in several markets including India. With the success and
increasing popularity of its other detergent, Omo, in Latin America and China, Unilever is
evaluating how the product will fare in Japan.



Ethics in marketing research

Ethics in marketing research

Ethical situations arising from the process of problem definition and developing an
approach are likely to occur between the marketing researcher and the client. As
explained earlier, identifying the correct marketing research problem is crucial to the
success of the project. This process can, however, be compromised by the personal agen-
das of the researcher or the decision-maker. For example, the researcher, after
performing the tasks involved in problem definition and analysing the environmental
context of the problem, realises that the correct marketing research problem may be
defined in a way that makes primary research unnecessary. This would reduce the cost
of the project and the research firm’s profit margin substantially. Does the researcher
define the problem correctly, fabricate a research problem that involves primary data
collection, or refuse to proceed with this project in lieu of those more profitable? The
researcher is faced with an ethical dilemma, as in the following example.

Example  Taste (profits) or image (ethics)?30

A marketing research firm is hired by a soft drinks company to conduct taste tests to
determine why its newly introduced soft drink brand has not captured the expected
market share. The researcher, after following the process outlined in this chapter, deter-
mines that the problem is not one of taste but of image and product positioning. The
client, however, has already defined the problem as a taste problem and not as the
broader, market-share problem. The researcher must weigh the relatively high profit
margin of taste test research against the less lucrative survey research needed to answer
questions pertaining to soft drink image. What should the research firm do? Should it
simply conduct the research the client wants rather than the research it feels the client
needs? The guidelines indicate that:

the researcher has a professional obligation to indicate to the client that, in his or her
judgement, the research expenditure is not warranted. If, after this judgement has been
clearly stated, the client still desires the research, the researcher should feel free to con-
duct the study. The reason for this is that the researcher can never know for certain the
risk preferences and strategies that are guiding the client’s behaviour.

Such ethical situations would be satisfactorily resolved if the client—researcher relation-
ship developed with both the client and the researcher adhering to the seven Cs
discussed earlier: communication, cooperation, confidence, candour, closeness, conti-
nuity and creativity. This would provide a relationship of mutual trust that would check
any unethical tendencies.

Ethical situations affecting the researcher and the client may also arise in developing
an approach to the problem. When researchers conduct studies for different clients in
related industries (e.g. banking and financial services) or in similar research areas (e.g.
customer satisfaction) they may be tempted to cut corners in theoretical framework and
model development. Take an example where a grocery chain client has on its board of
directors the chairman of a bank. The bank had recently conducted customer satisfac-
tion research using a client-specific model, and the bank-affiliated board member has
access to this research. The researcher feels that a customer satisfaction model for the
bank could be easily adapted to work for the grocery chain. The client feels that it would
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not be a good business decision to have access to this information and not use it. Is it
ethical for the client and researcher to obtain and use this model developed for another
company by another research firm? There is an underlying trust between the researcher
and the client that the research firm is honour bound not to reuse client-specific models
or findings for other projects.

The client also has an ethical responsibility not to solicit proposals merely to gain the
expertise of the research firms without pay. It is unethical for a client to solicit proposals
from a few research firms, then adopt one or a combination of the approaches suggested
in them, and conduct the project in-house. The client must respect the rights of a firm
by realising that an unpaid proposal belongs to the research firm that generated it.
However, if the client firm pays for the development of the proposal, it has a right to use
the information contained in it.

l Internet and computer applications

There are several ways in which the Internet can support the process of problem diag-
nosis and research design.

Discussions with the decision-maker

The Internet can help the researcher gain access to a wide variety of marketing decision-
makers who may use and benefit from proposed research. Thanks to email, it is possible
to reach decision-makers anywhere, at any time.

The Internet can also provide chat rooms so that decision-makers and researchers
can exchange and test ideas. The availability of the responses to be seen by whoever
enters the chat room has the effect of getting all the relevant decision-makers together at
the same time without requiring that they be physically present at the same time.

Interviews with industry experts

The Internet can be used to enhance the researcher’s ability to obtain advice from
experts. It can be searched to find industry experts outside the organisation that com-
missions a research project.

Secondary data location and analysis

Search engines can be used to locate secondary data quickly and economically. This can
be vital in helping to understand the issues to be examined and the approach to exam-
ining those issues. We will discuss the availability, acquisition and quality of secondary
data on the Internet in more detail in Chapter 4.

In setting the environmental context of the research problem, client-specific infor-
mation can be gained from the company home page. Generally, companies provide
information about their products and services in their home page, making it the ideal
starting point for information about the company. Further, the user can also search for
competitor and industry information on the Internet. While these searches may not
provide complete answers for the marketing researcher, they may raise issues and iden-
tify contacts where further exploration may prove beneficial.
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Summary

Defining the marketing research problem is the most important step in a research proj-
ect. Problem definition is a difficult step, because frequently management have not
determined the actual problem or have only a vague notion about it. The marketing
researcher’s role is to help management identify and isolate the problem.

The formal ways in which decision-makers and researchers communicate their perspec-
tives on a research problem and how to solve it are through the development of a
research brief and a research proposal. To develop these documents fully, researchers
should be proactive in arranging discussions with key decision-makers, which should
include a problem audit whenever possible. They should also conduct, where necessary,
interviews with relevant experts, and secondary data collection and analyses. These tasks
should lead to an understanding of the environmental context of the problem.

Analysis of the environmental context should assist in the identification of the market-
ing decision problem, which should then be translated into a marketing research
problem. The marketing decision asks what the decision-maker needs to do, whereas
the marketing research problem asks what information is needed and how it can be
obtained effectively and efficiently. The researcher should avoid defining the marketing
research problem either too broadly or too narrowly. An appropriate way of defining the
marketing research problem is to make a broad statement of the problem and then
identify its specific components.

Developing an approach to the problem is the second step in the marketing research
process. The components of an approach may consist of an objective/theoretical frame-
work, analytical models, research questions and hypotheses. It is necessary that the
approach developed be based upon objective evidence or empirical evidence and be
grounded in theory as far as it is appropriate. The relevant variables and their interrela-
tionships may be neatly summarised in an analytical model. The most common kinds
of model structures are verbal, graphical and mathematical. The research questions are
refined statements of the specific components of the problem that ask what specific
information is required with respect to the problem components. Research questions
may be further refined into hypotheses. Finally, given the problem definition, research
questions and hypotheses should be used to create a method either to measure or elicit
an understanding of target respondents.

When defining the problem in international marketing research, researchers must be
aware of the impact of their own cultural values when evaluating the environmental
impact upon the nature of a problem. Likewise, when developing an approach, the dif-
ferences in the environment prevailing in the domestic market and the foreign markets
should be carefully considered. Several ethical issues that have an impact on the client
and the researcher can arise at this stage but can be resolved by adhering to the seven Cs:
communication, cooperation, confidence, candour, closeness, continuity and creativity.

Questions

1 What is the nature of the first step in conducting a 3 What is the role of the researcher in the problem
marketing research project? definition process?
2 Why is it vital to define the marketing research 4 What are the components of a marketing research brief?

problem correctly?
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Questions

b

What are the components of a marketing research
proposal?

How may a marketing researcher be creative in
interpreting a research brief and developing a
research proposal?

What is the significance of the ‘background’ section
of a research brief and research proposal?

Describe some of the reasons why management are
often not clear about the ‘real’ problem they face.

What interrelated events occur in the environmental
context of a research problem?

What are some differences between a marketing

Exercises

decision problem and a marketing research
problem?

Describe the factors that may affect the approach to
a research problem.

What is the role of theory in the development of a
research approach?

What are the most common forms of analytical
models?

What are the differences between research
questions and hypotheses?

Is it necessary for every research project to have a
set of hypotheses? Why or why not?

1

Imagine that you are the Marketing Director of KLM
airlines.

a Make a list of potential marketing objectives whose
fulfilment could improve the performance of KLM.

b Select what you feel would be the most important
marketing objective. Develop a set of marketing
research objectives that you consider would
support the decisions needed to fulfil that
marketing objective

You are a consultant to the Ford Premier Automotive
Group, working on a project for Aston Martin.

a Use online databases to compile a list of articles
related to the Ford Premier Automotive Group,
Aston Martin and the global high-performance
luxury car market in the past year.

b Visit the Aston Martin and Ferrari websites and
evaluate the extent of competitive information
available at each.

¢ Based upon the information collected from a and b,
write a report on the environmental context
surrounding Aston Martin.

Video Case Exercise: Burke Inc.

Burke describe how, beyond just collecting marketing research data, they help to diagnose problems.
They describe how they engage with clients to help define the marketing research problem to be studied.
What barriers may prevent them being able to engage with clients in the way they describe the process?

3

Visit the websites of competing mobile phone
manufacturers and/or their distributors (Motorola,
Nokia and Siemens). Determine the factors of choice
criteria used by consumers in selecting a mobile
phone. Evaluate the extent to which there are
different sets of choice criteria used by one company,
e.g. Siemens, to target specific consumer segments.

Select any ‘Premier League’ football club in a country
of your choice. Using secondary data sources, obtain
information on the annual sales of official club
merchandise and the ‘industry’ (your definition of this)
sales over the last five years. Use a spreadsheet
package to analyse this information and develop a
graphical model relating the club’s sales to the
industry’s sales.

In a small group discuss the following issues: ‘Is it
feasible that marketing decision-makers may not
conceive of or be able to express the nature of
decision support they need? What are the
implications of such a possibility in the development
of research proposals?’ And ‘From where may theory
emerge to ground applied marketing research and
what may be the relative worth of the source of
theories used by marketing researchers?’

download from
www.pearsoned.co.uk/
malhotra_euro
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There are a huge array of
alternative research designs that
can satisfy research objectives.
The key is to create a design that
enhances the value of the
information obtained, whilst
reducing the cost of obtaining it.

STAGE 3
Research design

developed

Research design

Objectives
After reading this chapter, you should be able to:

1

define research design, classify various research
designs, and explain the differences between
exploratory and conclusive research designs;

compare and contrast the basic research designs:
exploratory, descriptive and causal;

understand how respondents or the subjects of
research design affect research design choices;

describe the major sources of errors in a research
design, including random sampling error and the
various sources of non-sampling error;

explain research design formulation in
international marketing research;

understand the ethical issues and conflicts that
arise in formulating a research design

appreciate the ways in which the Internet can
support the process of research design.




Overview

Overview

Example

Chapter 2 discussed how to define a marketing research problem and develop a suitable
approach. These first two steps are critical to the success of the whole marketing
research project. Once they have been completed, attention should be devoted to
designing the formal research project by formulating a detailed research design (as a
reminder, see Figure 2.3).

This chapter defines and classifies research designs. We examine the nature of research
design from the perspectives of decision-makers and respondents. Two major types of
research design are then discussed: exploratory and conclusive. We further classify con-
clusive research designs as descriptive or causal and discuss both types in detail. The
differences between the two types of descriptive designs are then considered (cross-
sectional and longitudinal) and sources of errors are identified. The special considera-
tions involved in formulating research designs in international marketing research are
discussed. Several ethical issues that arise at this stage of the marketing research process
are considered. A better appreciation of the concepts presented in this chapter can be
gained by first considering the following example, which illustrates the use of a number
of interrelated techniques to build a research design.

Getting to know you'

Building a relationship with consumers is a challenge facing all organisations, but particu-
larly so in the case of ‘emergent drinkers’, those of legal drinking age up to 25. Allied
Domecq Spirits and Wines (ADSW) recognised the danger of being distanced from this cru-
cial group, particularly across geographical markets. ADSW worked with Pegram Walters
International (PWi) on a project that went far beyond an exploration of the current usage
and attitudes towards spirits. The objectives of the project encompassed an exploration of
the target groups’ personal values, their feelings about their lives, their universe, their
hopes and dreams.

There were three stages to the research design. In the first stage the researchers con-
ducted one-hour depth interviews. There were three clear objectives for this stage: to
understand personal viewpoints on marketing and lifestyle issues; to clarify and/or narrow
down topics for subsequent exploration; and to recruit appropriate ‘information gatherers’.
From this stage hypotheses were formulated on issues such as how respondents saw them-
selves and their future, relationships, self-discovery and opting in or out of the system.

In the second stage, from 20 depth interviews, 10 respondents were retained as ‘infor-
mation gatherers’. ‘Leading-edge’ bars were rented out and 50 adult emergent drinkers
were invited to participate in workshops. Given a task guideline, the information gatherers
led discussions. As an additional record, the workshops were video recorded. The partici-
pants felt comfortable within their peer group and, in the more natural bar environment, fed
back real, relevant and honest information.

The third stage occurred on the night following the workshops. Focus groups were used,
made up of the ‘information gatherers’. They discussed what happened in the workshops
and their interpretation of what it actually meant.

In order to ensure that the information remained topical, useful and easily accessible, it
was felt important to create a vehicle for an ongoing communication and dialogue with the
target market. To achieve this, a high-impact ‘magazine’ was created to bring the research
to life after the presentation of findings. This was referred to as a magazine and not a
research report to reflect the lifestyle of the consumer group in question: it contained
images, layouts and fonts typically associated with the generation.
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The above example illustrates a very creative and useful exploratory research design.
As a research design it worked well in that it achieved a balance of the needs and expec-
tations of marketing decision-makers and respondents. Decision-makers helped to set
clear research objectives based upon the gaps in their knowledge of the target market.
Respondents related well to the issues posed to them, in a context and environment
that was comfortable to them. An understanding of the fundamentals of research
design, its components, and the trade-offs between the parties involved in making the
design work, enabled the researchers to formulate the most appropriate design for the
problem at hand.

Research design definition

Research design

A framework or blueprint for
conducting the marketing
research project. It specifies
the details of the procedures
necessary for obtaining the
information needed to
structure or solve marketing
research problems.
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A research design is a framework or blueprint for conducting a marketing research proj-
ect. It details the procedures necessary for obtaining the information needed to structure
or solve marketing research problems. Although a broad approach to the problem has
already been developed, the research design specifies the details — the practical aspects — of
implementing that approach. A research design lays the foundation for conducting the
project. A good research design will ensure that the marketing research project is con-
ducted effectively and efficiently. Typically, a research design involves the following
components or tasks, which will be discussed in detail in various chapters:

1 Define the information needed (Chapter 2).

2 Decide whether the overall design is to be exploratory, descriptive or causal (Chapter 3).

3 Design the sequence of techniques of understanding and/or measurement (Chapters 4
to 12).

4 Construct and pretest an appropriate form for data collection or questionnaire
(Chapters 7, 8 and 13).

5 Specify the qualitative and/or quantitative sampling process and sample size (Chapters
6, 14 and 15).

6 Develop a plan of qualitative and/or quantitative data analysis (Chapters 9 and 17).

In formulating a research design, the researcher has to balance the perspectives of market-
ing decision-makers and target respondents. From their education and experience,
marketing decision-makers may have certain techniques that they believe to be the most
effective and in which they subsequently have more confidence. There is no problem with
this, providing the technique is the best means to measure or understand the issue under
investigation, from the perspective of respondents. In the example at the start of this
chapter, decision-makers had confidence in the qualitative techniques and the data gener-
ated. The techniques worked well with the respondents, drawing out a rich picture of
respondent behaviour, lifestyle and aspirations. However, should the decision-makers feel
that survey techniques are the most effective, giving them the most confidence to support
their decisions, the researchers may face a dilemma. If they use survey techniques they
may find that respondents may have a different relationship with interviewers, do not
reflect in the same manner and ultimately do not reveal so much. Thus, research design
involves the researchers developing an understanding of the type of data decision-makers
have confidence in, plus an understanding of how respondents may respond to different
techniques. The first part of this balancing act involves understanding research design
from the decision-makers’ perspective; the second part involves understanding the
respondents’ perspective.



Research design from the decision-makers’ perspective

Research design from the decision-makers’ perspective

Marketing decision-makers seek support from marketing researchers that is of practical
relevance to the decisions they face. To give practical support, decision-makers expect
information that is:

® Accurate, i.e. the most valid representation of the phenomena under investigation, that
has come from the most reliable or consistent form of measurement or understanding,
that is sufficiently sensitive to the important differences in individuals being measured
or understood. Combining these three criteria refers to the degree to which informa-
tion may be deemed as ‘accurate’.

® Current, i.e. as up to date as possible. This is particularly important where consumer
attitudes, lifestyle or behaviour change rapidly, perhaps due to rapid technology
changes or new product offerings in a highly competitive market.

® Sufficient, i.e. the completeness or clarity of a ‘picture’ that reflects the characteristics of
the marketing problem the decision-makers face.

® Available, i.e. that access to the relevant information can be made when a decision
is imminent. This is particularly important where competitive activity forces the
decision-maker into making a rapid response.

® Relevant, i.e. that the support given ‘makes sense’ to decision-makers. In very general
terms, decision-makers may criticise qualitative techniques for being biased and unrep-
resentative and quantitative techniques for lacking depth and a holistic perspective.
Ideally, whichever technique is adopted, decision-makers should be aware of the bene-
fits, limitations and even alternatives. With this awareness they can use the findings
with confidence to build upon their existing experiences and knowledge.

Generating information that fulfils all the above characteristics is extremely difficult, if not
impossible to achieve in marketing research. The evaluation of sources of error, presented
later in this chapter, and the restrictions of budget and timescales mean that this list repre-
sents ‘ideals’. Realistically, trade-offs must be made among the above characteristics. Within
the first characteristic of accuracy there are further trade-offs which are primarily caused by
what the marketing researcher is attempting to measure or understand:?

1 The subject of investigation is usually human.

2 The process of measuring or observing humans may cause them to change.

3 Tt is difficult to assess the effect of extraneous variables in marketing experiments and
thus their applications are limited.

Given the complexity of the subjects under study, the context or environment in which
measurements are taken, and the skills required to perform and interpret measurements,
it is difficult (if not impossible) to gain completely objective and accurate measurements.
Of all the potential trade-offs, if one were to remove relevance then the whole rationale of
supporting the marketing decision-maker would be removed. Therefore this characteristic
can never be compromised.

Relevance embraces, inter alia, the ability to plan and forecast from research findings,
to be able to distinguish real differences in consumer traits, and to know that characteris-
tics are representative of groups of individuals. With relevant information such as this, the
decision-maker can build up a stronger understanding or awareness of markets and the
forces that shape them. In building up this understanding, the decision-maker cannot
turn to a single technique or even body of techniques that may be deemed ‘ideal’ in ensur-
ing that information is relevant. In different types of decision-making scenarios, different
techniques will offer the best support for that decision-maker. Establishing the best form
of support is the essence of research design.
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A fundamental starting point in deciding an appropriate design is viewing the process
from the point of view of the potential subject or respondent to a marketing research study.

Research design from the respondents’ perspective

Figure 3.1
Responses to
interviewing
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The potential respondents to any marketing research investigation play a vital role in
deciding which research design will actually work in practice. A subject of study may be
complex and need time for respondents to reflect upon and put words to the questions
posed. Certain methods are more likely to build up a rapport and trust, in these circum-
stances putting the respondents in the right frame of mind, and getting them to respond
in a full and honest manner. Figure 3.1 is a framework that serves to remind how respon-
dents may be accessed, and what kinds of response may be generated.’

In Figure 3.1 the box under the heading ‘Layers of response from respondents’ repre-
sents how respondents may react to questions posed to them. In the first layer of
‘Spontaneous, Reasoned, Conventional” are questions that respondents can express a view
about quickly, and that are simple for them to reflect upon, relating to common everyday
occurrences that are at the forefront of their minds. In such circumstances, simple struc-
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Research design from the respondents’ perspective

tured questioning (or self-reporting) in a standardised manner is possible. Further, the
same procedure can be conducted in a consistent manner to a whole array of ‘types’ of
respondent such as age groups, social class and intellectual levels. For example, if ques-
tions were posed on which newspapers someone reads, it is a reasonable assumption that
respondents are aware of the title(s), the title(s) can be communicated and the topic is not
a sensitive issue. In these circumstances, where answers to questions on reading habits are
relatively easy to access and respond to, highly structured questionnaires are appropriate.
Clearly, in such situations, quantitative techniques are applicable that allow very detailed
descriptions or experiments to be made.

Progressing down Figure 3.1, at the second level are questions that are more personal
and more sensitive. There are two characteristics that can turn otherwise mundane topics
into sensitive ones.? The first involves any private, sacred or stressful aspect of a respon-
dent’s life. The second is the real or perceived stigma associated with specific thoughts or
actions. A great amount of business-to-business research can be added to these in terms of
commercially sensitive information. Again, structured questionnaires can measure the rel-
evant issues but an amount of rapport may be needed to induce respondents to trust the
interviewer and reveal their ‘more personal’ attitudes and behaviour. Where the presence
of the interviewer causes discomfort or bias, the method of audio-computer-assisted-self-
interviewing may be used.> This technique combines the higher response rates of personal
interviews with the privacy of self-administered questionnaires.

At the third level are questions that require respondents to be creative. For example, if
respondents were to be asked about their attitudes and behaviour towards eating yogurt,
this could be done in a very structured manner. Questions could be set to determine when
it was eaten, favourite flavours and brands, where it was bought, how much was spent, etc.
The same can be said of alcohol consumption, though this could well be a sensitive issue
for many respondents. Now imagine a new product idea that mixes yogurt and alcohol.
What combinations of alcohol and yogurt would work, and what types of consumer would
be attracted to them? Would they be a dessert liqueur such as Baileys Irish Cream or frozen
yogurt to compete with the Hidagen Dazs luxury ice creams? Would champagne, advocaat,
whisky or beer be the best alcoholic ingredient? Should any fruits be added? Individually?
Forest fruits? Tropical fruits? How would the product be packaged? What name would best
suit it? What price level would it sell at? On what occasions would it be consumed?

Answering these questions demands a great amount of creativity and imagination. It
demands that respondents reflect upon ideas, can play with ideas and words and dig deep
to draw out ideas in a relaxed manner. Structured questionnaires cannot do this; such a
scenario would work best with the use of focus groups.

At the fourth level may be questions that respondents may not be able to conceptualise,
never mind be willing to express what they feel about a particular issue. Consumers may
absorb masses of marketing related stimuli, react to them and ‘intend’ to behave without
really knowing why or even being aware of the true drivers of their intentions or behav-
iour.® An example may be trying to understand the childhood influences of family and
friends on an individual’s perception and loyalty to brands of washing-up liquid. Another
example may be understanding the image consumers have of themselves and an image
they wish to portray by spending €20,000 on a Rolex wristwatch. Respondents do not nor-
mally have to think through such issues or articulate them, until a marketing researcher
comes along!

There is an implicit assumption in research that people carry attitudes around in their
head that determine their buying behaviour. Most of the time, we don’t give much thought
to the burger we’ve eaten or even the flight we’ve made. Our natural inclination is to be
polite and cooperative. If a researcher asks us to give an opinion we will do our best to for-
mulate one on the spot.”
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In circumstances where the marketing
researcher is digging deep into topics
that respondents do not normally think
about or articulate, polite responses to
questions may be very misleading. The
characteristics of the individual respon-
dent may determine what is the best
way to probe and elicit appropriate
responses. Nothing is standardised or
consistent in these circumstances, the
researchers having to shape the ques-
tions, probes and observations as they
see fit in each interview.

As well as understanding how
respondents may react to particular
issues, researchers should also under-
stand how the context or environment
may affect respondents. The following example sets out aspects about the meaning of
‘context’ when conducting interviews. Sarah Brown, a senior marketing research execu-
tive, reveals a variety of methods that help to create an environment that allows
respondents to feel and think naturally.

Source: © Alamy

Example Keeping it real®

One of the most frequent criticisms of focus groups and depth interviews is that they are
conducted in artificial environments, placing respondents in synthetic situations and draw-
ing out unnatural responses.

Home turf

To understand specialised subpopulations, e.g. video gamers, horse lovers, or jobseekers, it
is vital to reach people in the context of their specialisation. Researchers should visit the
places where people live this part of their identity; read their newsletters; visit their chat
rooms; and attend their conventions. Talk to those who deal with the subpopulation on a
regular basis. To understand students, interview teachers; to understand drivers, talk to
traffic police; and so on.

Object poverty

Objects or pictures from daily life are powerful stimulants for emotions and memories and
can trigger respondents to recall their behaviour with greater clarity. Sometimes how we
think we behave differs from how we really behave, and working with objects helps to keep
respondents grounded and personally engaged.

Act natural

On-location groups or depth interviews, whether in a store, respondents’ homes, or another
‘real’ location in which the behaviour of interest takes place, are an effective way to keep
respondents relaxed, lively and as natural as possible.

Networking

This is often used to research young people to reflect their highly social character.
Respondents work in pairs and act as consultants, interviewing members of their friendship
peer group. Researchers thereby understand both the individual and the individual in his or
her social context, accessing the views and behaviours of a range of people through a
single respondent.
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Figure 3.2
Understanding
respondents - to help
choose optimum
research techniques

Research design classification

Context or
environment where
respondent is
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Nature of issue
under investigation, Nature of
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As a further example, return to the first level of Figure 3.1, where respondents may be
more relaxed and feel in control if they can answer the set questions about their newspa-
per reading habits on the Internet rather than on the street. In the example at the start of
this chapter that explored the hopes and dreams of ‘emergent drinkers), techniques were
used at the third and fourth levels of Figure 3.1. The context of the interviews was in ‘lead-
ing-edge bars’ This context could have helped the target respondents to relax, to develop a
better rapport with interviewers and other respondents, and to think more about the
issues and express their feelings more clearly. If the interviews were conducted over the
Internet, the same levels of relaxation and rapport would not work. If the interviews were
targeted at older respondents, they would have felt very self-conscious in ‘leading-edge
bars’, which may restrict their responses. Researchers therefore must understand charac-
teristics of respondents, how they react to particular issues and how they react in different
contexts or environments. These factors are illustrated in Figure 3.2, which acts as a
reminder of the understanding of respondents that researchers must develop, in order to
choose and apply the best research technique.

Research design classification

Exploratory research

A research design
characterised by a flexible
and evolving approach to
understand marketing
phenomena that are
inherently difficult to
measure.

Conclusive research
A research design
characterised by the
measurement of clearly
defined marketing
phenomena.

Research designs may be broadly classified as exploratory or conclusive (see Figure 3.3).
The differences between exploratory research and conclusive research are summarised in
Table 3.1.

The primary objective of exploratory research is to provide insights into and an under-
standing of marketing phenomena.’ It is used in instances where the subject of the study
cannot be measured in a quantitative manner or where the process of measurement
cannot realistically represent particular qualities. For example, if a researcher was trying to
understand what ‘atmosphere’ meant in a restaurant, exploratory research may help to
establish all the appropriate variables and how they connected together. What role did
music play? What type of music? How loud? What types of furniture? What colours and
textures? What types of lighting? What architectural features? This list could go on to
consider what ‘atmosphere’ may mean in the context of a restaurant experience for partic-
ular types of consumer. ‘Atmosphere’ may not be measurable from the respondent’s
perspective. From the perspective of the creative director in an advertising agency, quanti-
tative measurements of the individual components of ‘atmosphere’ may not create the
holistic feel of a restaurant in a manner the creative director can relate to.
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Research design

!
' v

Exploratory design Conclusive design
Qualitative Quantitative Descriptive Causal
exploration exploration research research
Cross-sectional Longitudinal
design design
Figure 3.3 { l
A classification of Single Multiple

marketing research
designs

cross-sectional

cross-sectional

Table 3.1 Differences between exploratory and conclusive research

Exploratory

Conclusive

Objectives

To provide insights and
understanding of the nature of
marketing phenomena

To understand

To test specific hypotheses and
examine relationships

To measure

Characteristics

Information needed may be loosely
defined

Research process is flexible,
unstructured and may evolve

Samples are small

Data analysis can be qualitative
or quantitative

Information needed is clearly
defined

Research process is formal and
structured

Sample is large and aims to be
representative

Data analysis is quantitative

Findings/results

Can be used in their own right
May feed into conclusive research

May illuminate specific conclusive
findings

Can be used in their own right
May feed into exploratory research

May set a context to exploratory
findings

Methods

Expert surveys

Pilot surveys

Secondary data
Qualitative interviews
Unstructured observations

Quantitative exploratory
multivariate methods

Surveys

Secondary data
Databases

Panels

Structured observations

Experiments
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Example

Research design classification

Exploratory research may also be used in cases where you must define the problem more
precisely, identify relevant courses of action, or gain additional insights before going on
to confirm findings using a conclusive design. The following example of researching computer
games players illustrates the connection between exploratory and conclusive designs.

Greedy Gamers'?

Future Publishing, a leading computer games magazine publisher, wanted to identify the role
that the specialist games press plays within the gaming community. In particular, it was
interested in the extent to which games magazines can both influence the decision-making
process for games purchases and generate positive word-of-mouth recommendations.
Future asked Continental Research to conduct the research. Qualitative research was ini-
tially conducted with active gamers. It quickly became clear that gaming is a very
competitive activity for some, and it was therefore important to understand the difference
between reported gaming activity and success, and reality. For example, there was talk of
dusk-til-dawn gaming sessions; of the ‘friend’” who could complete four games within one
day; and the teenager whose mum had to write him a sick note because his thumbs ached
and his vision went blurry after a heavy gaming session! The key role of the qualitative
research in all of this was to identify different gaming typologies in terms of not only their
gaming activity, but also their communication role in the gaming fraternity.

For example: Greedy Gamers eat and breathe gaming (some of them quite literally, as they
would eat while playing a game one-handed). For them, it was a key topic of conversation
with everyone that they came into contact with.

Once different typologies had been identified, Continental was able to hypothesise about
the likelihood of communication between different types of gamers. For the quantitative
research stage of the project, Continental spoke to a representative sample of active
gamers aged between 10 and 35. Continental’s Grapevine matrix analysis tool enabled it to
use the typologies in its questionnaire. The matrix identified the extent to which readers of
the gaming press (whether exposed to adverts, reviews, previews or demo discs) were
transmitting knowledge to other gamers.

The research findings gave publishers and editors a greater insight into their readers and
core target market. It was also of great use to advertising sales, providing a better under-
standing of how advertising within Future’s magazines works.

In this example, the information needed was loosely defined at an exploratory stage,
using research questions rather than specific hypotheses or actual measurements. The
research process that was initially adopted can be characterised as flexible, loosely struc-
tured and, in some circumstances, evolutionary in nature.

In an example of a flexible, loosely structured and evolutionary approach, consider
conducting personal interviews with industry experts. The sample, selected to generate
maximum insight, is small and non-representative. However, the emphasis in the sam-
pling procedure is focused upon ‘quality’ individuals who are willing to open up, use their
imagination, be creative and reveal perhaps sensitive thoughts and behaviour. ‘Quality’
also may emerge from their level of expertise; for example, there may only be a small pop-
ulation of chief executives in airline companies in Europe. If a small sample of, say, six
chief executives from the largest and fastest developing airlines allowed access to a market-
ing researcher and revealed their attitudes and behaviour, insights may be gained that no
conclusive study could achieve. By being flexible in the issues to discuss, loosely structured
in how probes and additional issues emerge, and evolutionary in the nature of who to talk
to and the best context in which to gain their confidence and get them to express what
they really feel, an exploratory design can be very beneficial.
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There is an exception to exploratory designs being built around qualitative techniques.
There are examples of quantitative findings being used for exploratory purposes. For
example, within a survey that examines specific research questions and hypotheses lies
the opportunity to examine additional connections between questions that had not been
initially considered. Simple correlations through to multivariate techniques that explore
potential connections between questions may be conducted; this process is known as
data mining (examined in more detail in Chapter 5). In essence, data mining searches for
significant connections or patterns in a dataset that a researcher or decision-maker may
be unaware of.

To summarise, exploratory research is meaningful in any situation where the researcher
does not have enough understanding to proceed with the research project. Exploratory
research is characterised by flexibility and versatility with respect to the methods, because
formal research protocols and procedures are not employed. It rarely involves structured
questionnaires, large samples and probability sampling plans. Rather, researchers are alert
to new ideas and insights as they proceed. Once a new idea or insight is discovered, they
may redirect their exploration in that direction. That new direction is pursued until its
possibilities are exhausted or another direction is found. For this reason, the focus of the
investigation may shift constantly as new insights are discovered. Thus, the creativity and
ingenuity of the researcher play a major role in exploratory research. Exploratory research
can be used for any of the purposes listed in Table 3.2.

Table 3.2 A summary of the uses of exploratory research designs

To obtain some background information where absolutely nothing is known about the problem area

2 To define problem areas fully and to formulate hypotheses for further investigation and/or
quantification

3 To identify and explore concepts in the development of new product or forms of marketing
communications

4 During a preliminary screening process such as in new product development, in order to
reduce a large number of possible projects to a smaller number of probable ones

5 To identify relevant or salient behaviour patterns, beliefs, opinions, attitudes, motivations, etc.,
and to develop structures of these constructs

6 To develop an understanding of the structure of beliefs and attitudes in order to aid the
interpretation of data structures in multivariate data analyses

7 To explore the reasons that lie behind the statistical differences between groups that may
emerge from secondary data or surveys

8 To explore sensitive or personally embarrassing issues from the respondents’ and/or the
interviewer’s perspective

9 To explore issues that respondents may hold deeply, that are difficult for them to rationalise
and that they may find difficult to articulate

10 To ‘data-mine’ or explore quantitative data to reveal hitherto unknown connections between
different measured variables

The objective of conclusive research is to describe specific phenomena, to test specific
hypotheses and to examine specific relationships. This requires that the information
needed is clearly specified.!! Conclusive research is typically more formal and structured
than exploratory research. It is based on large, representative samples, and the data
obtained are subjected to quantitative analysis. Conclusive research can be used for any of
the purposes listed in Table 3.3.

As shown in Figure 3.3, conclusive research designs may be either descriptive or causal,
and descriptive research designs may be either cross-sectional or longitudinal. Each of
these classifications is discussed further, beginning with descriptive research.



Descriptive research

Table 3.3 A summary of the uses of conclusive research designs

1 To describe the characteristics of relevant groups, such as consumers, salespeople, organisa-
tions, or market areas

To estimate the percentage in a specified population exhibiting a certain form of behaviour
To count the frequency of events, especially in the patterns of consumer behaviour
To measure marketing phenomena to represent larger populations or target markets

a &~ W N

To be able to integrate findings from different sources in a consistent manner, especially in
the use of marketing information systems and decision support systems

To determine the perceptions of product or service characteristics
To compare findings over time that allow changes in the phenomena to be measured
To measure marketing phenomena in a consistent and universal manner

© 0 N O

To determine the degree to which marketing variables are associated
10 To make specific predictions

Descriptive research

Descriptive research

A type of conclusive research
that has as its major
objective the description of
something, usually market
characteristics or functions.

As the name implies, the major objective of descriptive research is to describe something,
usually market characteristics or functions.!> A major difference between exploratory and
descriptive research is that descriptive research is characterised by the prior formulation of
specific research questions and hypotheses. Thus, the information needed is clearly defined.
As a result, descriptive research is preplanned and structured. It is typically based on large
representative samples. The following example illustrates the use of descriptive research in
an image study that determines consumer perceptions of Flora and its products.

Sports Marketing Surveys

Flora London Marathon 2004

Flora has sponsored the London Marathon (http://www.london-marathon.co.uk/) for a
number of years. Flora wished to evaluate the impact of its sponsorship investment and
employed Sports Marketing Surveys to measure the impact of Flora’s brand on TV, evaluating
the nature of the Marathon TV audience and the exposure of its brand to this audience. In
conjunction with this work, Flora wished to measure characteristics of its image. In order to
measure this image Sports Marketing Surveys conducted 225 interviews with 18-70 year
olds, immediately after the Marathon. These interviews were conducted on a face-to-face
basis in the homes of respondents, allowing their interviewers to present visual prompts.

A descriptive research design specifies the methods for selecting the sources of informa-
tion and for collecting data from those sources.
Examples of descriptive studies in marketing research are as follows:

e Market studies describing the size of the market, buying power of the consumers, avail-
ability of distributors, and consumer profiles.

® Market share studies determining the proportion of total sales received by a company
and its competitors.

e Sales analysis studies describing sales by geographic region, product line, type of
account and size of account.

® Image studies determining consumer perceptions of the firm and its products.
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Cross-sectional design
A type of research design
involving the collection of
information from any given
sample of population
elements only once.

Single cross-sectional
design

A cross-sectional design in
which one sample of
respondents is drawn from
the target population and
information is obtained from
this sample once.

Multiple cross-sectional
design

A cross-sectional design in
which there are two or more
samples of respondents,

and information from each
sample is obtained only once.

Example

Example
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e Product usage studies describing consumption patterns.

e Distribution studies determining traffic flow patterns and the number and location of
distributors.

® Pricing studies describing the range and frequency of price changes and probable con-
sumer response to proposed price changes.

e Advertising studies describing media consumption habits and audience profiles for
specific TV programmes and magazines.

These examples demonstrate the range and diversity of descriptive research studies.
Descriptive research can be further classified into cross-sectional and longitudinal
research (Figure 3.3).

Cross-sectional designs

The cross-sectional study is the most frequently used descriptive design in marketing
research. Cross-sectional designs involve the collection of information from any given
sample of population elements only once. They may be either single cross-sectional or
multiple cross-sectional (Figure 3.3). In single cross-sectional designs, only one sample
of respondents is drawn from the target population, and information is obtained from
this sample only once. These designs are also called sample survey research designs. In
multiple cross-sectional designs, there are two or more samples of respondents, and
information from each sample is obtained only once. Often, information from different
samples is obtained at different times. The following examples illustrate single and multi-
ple cross-sectional designs respectively.

Designing coupons from cross-sections’?

A cross-sectional study based on a single survey was conducted to determine the effective-
ness of sales promotion coupons in stimulating sales, as well as to assess coupon user
and non-user profiles. The data were collected from 8,000 households. The results showed
that 31% of all coupon-redeeming households accounted for 72% of all redemptions.
Demographically, heavy coupon redeemers were large households with children and annual
incomes exceeding €30,000, with female heads of household aged 35-54 who worked
part-time. Light users of coupons were smaller households with female heads who were
younger and worked full-time. Such information was useful to consumer products firms like
Procter & Gamble that rely heavily on coupon promotion, as it enabled the company to
target its promotions to heavy coupon redeemers.

Chase and Grabbits multiply like rabbits*

Eating behaviour trends were examined in a marketing research project commissioned by
the Pillsbury Company. This project involved data from food diaries collected over three time
waves. Each wave had a different sample of 1,000 households for a total sample size of
3,000 in the multiple cross-sectional design. Based on an analysis of eating patterns, the
market was divided into five segments: Chase and Grabbits, Functional Feeders, Down
Home Stokers, Careful Cooks and Happy Cookers. The changes in composition of these
segments were examined over time. For example, the Chase and Grabbits experienced the
biggest increase over the 15-year period (+136%). Currently, this group represents 26% of
the total sample. The group’s desire for more convenience also increased over time. Says
one Chase and Grabbit, ‘Someday all you'll have to do is take a pill and it’ll give you every-
thing you need.” This information enabled the Pillsbury Company to target different products
for different segments. For example, the Chase and Grabbit segment represented a prime
segment for prepared foods and TV dinners.



Cohort analysis

A multiple cross-sectional
design consisting of surveys
conducted at appropriate
time intervals. The cohort
refers to the group of
respondents who experience
the same event within the
same interval.

Descriptive research

The survey of coupon use, a single cross-sectional design, involved only one group of
respondents who provided information only once. On the other hand, the Pillsbury study
involved three different samples, each measured only once, with the measures obtained
five years apart. Hence, the latter study illustrates a multiple cross-sectional design. A type
of multiple cross-sectional design of special interest is cohort analysis.

Cohort analysis consists of a series of surveys conducted at appropriate time intervals,
where the cohort serves as the basic unit of analysis. A cohort is a group of respondents
who experience the same event within the same time interval.!> For example, a birth (or
age) cohort is a group of people who were born during the same time interval, such as
1951-1960. The term ‘cohort analysis’ refers to any study in which there are measures of
some characteristics of one or more cohorts at two or more points in time.

It is unlikely that any of the individuals studied at time 1 will also be in the sample at
time 2. For example, the age cohort of people between 8 and 19 years was selected, and
their soft drink consumption was examined every 10 years for 30 years. In other words,
every 10 years a different sample of respondents was drawn from the population of those
who were then between 8 and 19 years old. This sample was drawn independently of any
previous sample drawn in this study from the population of 8 to 19 years. Obviously,
people who were selected once were unlikely to be included again in the same age cohort
(8 to 19 years), as these people would be much older at the time of subsequent sampling.
This study showed that this cohort had increased consumption of soft drinks over time.
Similar findings were obtained for other age cohorts (20-29, 30-39, 40—49, and 50+).
Further, the consumption of each cohort did not decrease as the cohort aged. These
results are presented in Table 3.4 in which the consumption of the various age cohorts
over time can be determined by reading down the diagonal. These findings contradict the
common belief that the consumption of soft drinks will decline with the greying of
Western economies. This common but erroneous belief has been based on single cross-
sectional studies. Note that if any column of Table 3.4 is viewed in isolation (as a single
cross-sectional study) the consumption of soft drinks declines with age, thus fostering the
erroneous belief.!®

Table 3.4 Consumption of soft drinks by various age cohorts (percentage consuming on a typical day)

Age 1950 1960 1970 1980

8-19 53 63 13 81
20-29 45§ 61 i: 76 i: 76 i: c8
30-39 34\ 47 \ 68 \ 71 \ C7
40-49 23\ 41 \ 59 \ 68 \ C6
50+ 18\ 29 \ 50 \ 52 \ €5

(08 Cc2 C3 C4
C1: cohort born prior to 1900 C4: cohort born 1921-1930 C7: cohort born 1951-1960
C2: cohort born 1901-1910 C5: cohort born 1931-1940 C8: cohort born 1961-1970.
C3: cohort born 1911-1920 C6: cohort born 1941-1950

Cohort analysis is also used to predict changes in voter opinions during a political cam-
paign. Well-known marketing researchers such as MORI or Gallup, who specialise in
political opinion research, periodically question cohorts of voters (people with similar
voting patterns during a given interval) about their voting preferences to predict election
results. Thus, cohort analysis is an important cross-sectional design. The other type of
descriptive design is longitudinal design.
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Longitudinal design

A type of research design
involving a fixed sample of
population elements
measured repeatedly. The
sample remains the same
over time, thus providing a
series of pictures that, when
viewed together, vividly
illustrate the situation and
the changes that are taking
place.

Example

Panel

A sample of respondents
who have agreed to provide
information at specified
intervals over an extended
period.

Access panel

A general ‘pool” of individuals
or households who have
agreed to be available for
surveys of widely varying
types and topics.
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Longitudinal designs

In longitudinal designs, a fixed sample (or samples) of population elements is measured
repeatedly as in the following example at Ford motors.

Scores impact on margins at Ford'?

Apart from ad hoc marketing research projects and new product development studies, Ford
also runs a number of big continuous studies which are mainly company performance
related. One major study measures the effectiveness of its distribution channels. Ford
measures customer satisfaction in every Ford dealership in 19 European markets, in terms
of both sales and after-sales performance. This covers over 5,000 dealers. Ford produces a
monthly report for every dealer and it is available on a website showing the action plans
that have been developed with Ford staff to remedy any problems. There is an added incen-
tive that performance scores are keyed in on a quarterly basis, to dealer margins. It’s a
popular motivational tool and it works. With the help of this longitudinal study, the strength
and performance of Ford’s dealer network in Europe provides the company with a significant
competitive advantage.

A longitudinal design differs from a cross-sectional design in that the sample or sam-
ples remain the same over time. In other words, the same people are studied over time. In
contrast to the typical cross-sectional design, which gives a snapshot of the variables of
interest at a single point in time, a longitudinal study provides a series of ‘pictures’. These
‘pictures’ give an in-depth view of the situation and the changes that take place over time.
For example, the question ‘how did the German people rate the performance of
Chancellor Helmut Kohl immediately after unification of West and East Germany?” would
be addressed using a cross-sectional design. A longitudinal design, however, would be
used to address the question ‘how did the German people change their view of Kohl’s per-
formance during his term of office?’

Often, the term panel is used interchangeably with the term ‘longitudinal design’ A
panel consists of a sample of respondents, generally households, who have agreed to pro-
vide general or specific information at set intervals over an extended period. The
emphasis of the panel is on measuring facts, e.g. who in the household bought what,
where they bought it, when, and other aspects of their behaviour. Panels are really only
established when observations or measurements over an extended period are meaningful.
The observations are usually gathered through questionnaires such as purchase diaries or
electronically, e.g. by scanning purchasing. Panels are maintained by syndicated firms, and
panel members are compensated for their participation with gifts, coupons, information
or cash.!®

Access panels are made up of a ‘pool’ of individuals or households who have agreed to
be available for surveys of widely varying types and topics.'® They are used to provide
information for ad hoc decisions rather than for longitudinal studies, a typical use being
for new product testing. A pre-recruited panel that is willing to participate makes it easier
to set up the test and conduct interviews after the test. Access panels are also used to test
concepts, advertising and pricing decisions.

Online consumer access panels are becoming increasingly more prevalent in marketing
research. Rising rates of non-response or refusal to take part in telephone or personal inter-
views (to be discussed in Chapters 10 and 13) make it more difficult to recruit for a single
survey. This increases the attractiveness of representative and motivated panels of pre-
recruited respondents. Using the Internet enables international surveys to be conducted at
relatively low cost and short time frames, adding to the attractiveness of the technique.
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Data obtained from panels may provide information on market shares that are based on
an extended period of time. Such data may also allow the researcher to examine changes

in market share over time.2°

Relative advantages and disadvantages of longitudinal and
cross-sectional designs

The relative advantages and disadvantages of longitudinal versus cross-sectional designs
are summarised in Table 3.5. A major advantage of longitudinal design over cross-
sectional design is the ability to detect change as a result of repeated measurement of the
same variables on the same sample.

Table 3.5 Relative advantages and disadvantages of longitudinal and cross-sectional designs

Evaluation criteria Cross-sectional design Longitudinal design
Detecting change = +
Large amount of data collection - +
Accuracy - +
Representative sampling + -
Response bias + -

Note: A + indicates a relative advantage over the other design, whereas a — indicates a relative disadvantage.

Tables 3.6 and 3.7 demonstrate how cross-sectional data can mislead researchers about
changes over time. The cross-sectional data reported in Table 3.6 reveal that the purchases
of Brands A, B and C remain the same in periods 1 and 2. In each survey, 20% of the
respondents purchase Brand A, 30% Brand B and 50% Brand C. The longitudinal data
presented in Table 3.7 show that substantial change, in the form of brand switching,
occurred in the study period. For example, only 50% (100/200) of the respondents who
purchased Brand A in period 1 also purchased it in period 2. The corresponding repeat
purchase figures for Brands B and C are, respectively, 33.3% (100/300) and 55%
(275/500). Hence, during this interval Brand C experienced the greatest loyalty and Brand
B the least. Table 3.7 provides valuable information on brand loyalty and brand switching
(such a table is called a turnover table or a brand-switching matrix).?!

Longitudinal data enable researchers to examine changes in the behaviour of individual
units and to link behavioural changes to marketing variables, such as changes in advertis-
ing, packaging, pricing and distribution. Since the same units are measured repeatedly,
variations caused by changes in the sample are eliminated and even small variations
become apparent.??

Another advantage of panels is that relatively large amounts of data can be collected.
Because panel members are usually compensated for their participation, they are willing
to participate in lengthy and demanding interviews. Yet another advantage is that panel
data can be more accurate than cross-sectional data.?* A typical cross-sectional survey

Table 3.6 Cross-sectional data may not show change

Brand purchased Time period

Period 1 survey Period 2 survey
Total surveyed 1,000 1,000
Brand A 200 200
Brand B 300 300
Brand C 500 500
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Table 3.7 Longitudinal data may show substantial change

Brand purchased Brand purchased in period 2
in period 1

Brand A Brand B Brand C Total
Total surveyed 200 300 500 1,000
Brand A 100 50 50 200
Brand B 25 100 175 300
Brand C 75 150 275 500

requires the respondent to recall past purchases and behaviour; these data can be inaccu-
rate because of memory lapses. Panel data, which rely on continuous recording of
purchases in a diary, place less reliance on the respondent’s memory. A comparison of
panel and cross-sectional survey estimates of retail sales indicates that panel data give
more accurate estimates.?*

The main disadvantage of panels is that they may not be representative. Non-represen-
tativeness may arise because of:

1 Refusal to cooperate. Many individuals or households do not wish to be bothered with
the panel operation and refuse to participate. Consumer panels requiring members to
keep a record of purchases have a cooperation rate of 60% or less.

2 Mortality. Panel members who agree to participate may subsequently drop out because
they move away or lose interest. Mortality rates can be as high as 20% per year.?®

3 Payment. Payment may cause certain types of people to be attracted, making the group
unrepresentative of the population.

Another disadvantage of panels is response bias. New panel members are often biased in
their initial responses. They tend to increase the behaviour being measured, such as food
purchasing. This bias decreases as the respondent overcomes the novelty of being on the
panel, so it can be reduced by initially excluding the data of new members. Seasoned panel
members may also give biased responses because they believe they are experts or they
want to look good or give the ‘right’ answer. Bias also results from boredom, fatigue and
incomplete diary entries.?® The following example from the marketing research agency
Taylor Nelson Sofres (TNS) illustrates how it copes with potential panel bias.

Rubbish in, rubbish out??

Arno Hummerston, Head of Interactive Solutions Worldwide at TNS Interactive (www.
tnsinteractive.com), notes that companies like TNS spend a lot of money on recruiting
respondents to online panels. ‘If you start with rubbish you end up with rubbish.” As part of
the ESOMAR Project Team on online panels, TNS has been looking at how to define a well-
recruited panel. For TNS, a panel is recruited from multiple sources with the panellist’s
details verified. Arno argues that care must be taken to account for the differences between
the type of people who take part in online panels and those who do not, to ensure that the
panel is truly representative. TNS deals with this issue by running parallel studies to make
sure that online panellists are responding in the same way online as they would offline. If a
bias is found, the results are calibrated to account for it. In this respect, he argues, online
is no different from any other form of research:

When we interpret the data, we take all the factors into account, in the same way that any
decent research company should take into account the factors and biases they encounter
in telephone or face-to-face research. If you only phone people during the day for example,
that will have an effect on the type of person you are speaking to. So long as you can iden-
tify the bias, you can account for it.
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Causal research

Causal research Causal research is used to obtain evidence of cause-and-effect (causal) relationships.
A;ype ‘:CO“C'”Si‘:)e research  Marketing managers continually make decisions based on assumed causal relationships.
where the major objective is . . . c 1. . .

to obtain evidence regarding 1 11€S€ assumptions may not be justifiable, and the validity of the causal relationships should
cause-and-effect (causal) be examined via formal research.?® For example, the common assumption that a decrease in
relationships. price will lead to increased sales and market share does not hold in certain competitive envi-

ronments. Causal research is appropriate for the following purposes:

1 To understand which variables are the cause (independent variables) and which vari-
ables are the effect (dependent variables) of marketing phenomena.

2 To determine the nature of the relationship between the causal variables and the effect
to be predicted.

3 To test hypotheses.

Like descriptive research, causal research requires a planned and structured design.
Although descriptive research can determine the degree of association between variables,
it is not appropriate for examining causal relationships. Such an examination requires a
causal design, in which the causal or independent variables are manipulated in a relatively
controlled environment. Such an environment is one in which the other variables that
may affect the dependent variable are controlled or checked as much as possible. The
effect of this manipulation on one or more dependent variables is then measured to infer
causality. The main method of causal research is experimentation.?’

Due to the complexity and importance of this subject, Chapter 11 has been devoted to
causal designs and experimental research.

Relationships between exploratory, descriptive and causal

research

We have described exploratory, descriptive and causal research as major classifications of
research designs, but the distinctions among these classifications are not absolute. A
given marketing research project may involve more than one type of research design and
thus serve several purposes.® Which combination of research designs to employ depends
on the nature of the problem. We offer the following general guidelines for choosing
research designs.

1 When little is known about the problem situation, it is desirable to begin with
exploratory research. Exploratory research is appropriate for the following:

a When the nature of the topic under study cannot be measured in a structured,
quantifiable manner.

b When the problem needs to be defined more precisely.

¢ When alternative courses of action need to be identified.

d When research questions or hypotheses need to be developed.

e When key variables need to be isolated and classified as dependent or independent.

2 Exploratory research may be an initial step in a research design. It may be followed by
descriptive or causal research. For example, hypotheses developed via exploratory
research can be statistically tested using descriptive or causal research.

3 It is not necessary to begin every research design with exploratory research. It depends
on the precision with which the problem has been defined and the researcher’s degree
of certainty about the approach to the problem. A research design could well begin
with descriptive or causal research. To illustrate, a consumer satisfaction survey that is
conducted annually need not begin with or include an exploratory phase.
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4 Although exploratory research is generally the initial step, it need not be. Exploratory
research may follow descriptive or causal research. For example, descriptive or causal
research results in findings that are hard for managers to interpret. Exploratory
research may provide more insights to help understand these findings.

The relationships between exploratory, descriptive and causal research are further illus-
trated by the following example. The example starts with a description of the
environmental context of a marketing problem, shows the related marketing decision
problem and the related marketing research problem, and then evaluates potential
research designs that could work.

How would you like your alligator cooked, madam?

Environmental context

Supermarket X has seen a continual decline in the sales of beef over the past five years.
Over this period, a number of factors have emerged which collectively may have eroded con-
sumers’ confidence in the product and changed their attitudes and behaviour. The factors
may be summarised as follows:

® Animal health scares related to diseases in cattle throughout Europe, including BSE and
foot-and-mouth disease.

® Health awareness in terms of relationship between diet, nutrition and health has become
a topic that is more widely debated — especially the role and benefits of red meats.

® The organic food movement has significantly grown over this period, raising awareness in
consumers of food production and what they deem to be ‘quality’ food.

® Animal welfare, in terms of how animals are treated on farms, on their journey to the
abattoir and in the slaughter process, has become a topic that is more widely debated.

Marketing decision problem and related marketing research problem

The marketing decision-makers in Supermarket X could perceive these issues as threats or
opportunities and react in a number of ways. The following are two examples of a multitude
of directions they could choose. The marketing decision problem could be ‘should a new
product be introduced?’, i.e. beef is in decline, therefore determine which product is felt to
be the ‘replacement’, setting a marketing research problem of ‘to determine consumer pref-
erences and purchase intentions for the proposed new product’. The marketing decision
problem could alternatively be ‘should the advertising campaign be changed to allay con-
sumer fears?’, i.e. having a belief that ‘ex-consumers’ of beef can be tempted back, if only
the negative connotations related to the product are addressed, setting a marketing
research problem of ‘to understand the nature of consumer fears and to test the impact of
various advertising formats in terms of changing consumer attitudes’.

Research design

The marketing research problem ‘to determine consumer preferences and purchase inten-
tions for the proposed new product’ could be tackled with a descriptive research design,
further classified as a cross-sectional design. The second description of a marketing
research problem, ‘to understand the nature of consumer fears and to test the impact of vari-
ous advertising formats in terms of changing consumer attitudes’, has two components, so it
may have a more complex research design. The first component, to understand the nature
of fears and ways of overcoming those fears, could be tackled with an exploratory research
design. This could be followed by a causal research design where the impacts of different
advertising formats are tested out.

The implication of the above connections between a marketing research problem and a
research design may be that there is a simple, single design that will answer all the ques-
tions that the decision-maker faces; this is not always the case. There may be a number of
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research techniques that need to run simultaneously or cannot be effectively applied unless
other techniques precede or succeed them. As one learns of the nature of different research
techniques and their benefits and limitations, it becomes clear that techniques can connect
together. By combining different research techniques, greater power in understanding and
measuring consumers may be achieved, ultimately giving greater support to decision-makers.

The following research design illustrates this point by pulling together a number of
research techniques to create a research design (Figure 3.4). This design should not be
seen as the ‘ideal’ solution; it is but one of many research designs that could be used to
tackle the marketing research problem.

The research design starts with internally generated secondary data where, depending
upon how data have been collected and stored, a huge array of issues could be examined.
For example, sales trends of beef could be analysed to determine whether there are differ-
ences in the decline based upon beef cuts, e.g. minced beef vs. steaks, or geography, e.g.
sales patterns in different stores. If different sales promotions have been tried out, the cor-
relations with increased sales could be examined. If different alternatives such as ostrich
meat, kangaroo meat or even soya-based cuts have been sold, how have they performed?

In conjunction with this stage, the researcher could collect and analyse externally gener-
ated secondary data. Again, a huge array of issues could be examined. For example,
production levels of different alternatives to beef could be examined, looking in detail at the
levels of growth or decline in new products and established products and where these prod-
ucts come from. In this stage, statistics that set out the wider forces that shape the market
can be quantified.

In conjunction with this stage, the researcher could collect and examine different forms of
intelligence (covered in detail in Chapter 4). For example, the writings of economists, health
experts and even chefs from leading newspapers and magazines all over the world could be
evaluated. This source, being far more qualitative, may help in the interpretation of some of
the analyses of internal and external secondary data. It may spark off new ideas of data to
track down and new connections between data sources. Intelligence may help to locate
experts who may have access to secondary data or be willing to talk in more detail.

Secondary data —>  Secondary data ——
(internal) < (external) <

P

Semi-structured —>  Semi-structured
interviews (interal) < interviews (external)

o

Observation and
experimentation

Intelligence

Focus groups

l

In-home, face-to-face
structured survey

Figure 3.4 Should a new product be introduced to replace beef? - research design
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With a very rich descriptive base of secondary data and intelligence, the researcher
could conduct exploratory semi-structured interviews with managers within Supermarket X.
These qualitative interviews could help to interpret many of the secondary data and intelli-
gence analyses. They could help explain, for example, the reasons behind varying levels of
success in advertising and sales promotion activities in regenerating beef sales. Why differ-
ent alternatives were chosen and how they were promoted, positioned in the store and
priced could be examined.

Concurrently, semi-structured interviews could be conducted with individuals who work
outside Supermarket X and subsequently may be more difficult to gain access to. These
interviews could be directed at experts with knowledge of health issues, culinary trends and
lifestyle changes. Again, on a qualitative basis, the future of different alternatives to beef
could be examined and the comparative benefits and limitations to beef evaluated. Ideas
could be generated that could be discussed and developed in interviews with managers in
Supermarket X, making the semi-structured interviews concurrent and interrelated in nature.

The exploratory stage of semi-structured interviewing could generate ideas about the
nature of alternatives to beef, the types of consumer they should be targeted to and the
ways in which these alternatives may be promoted. Having an array of stores, researchers
could set up an experiment to try to establish what may be influencing purchases of beef
and alternatives. If consumers using the supermarket have loyalty or store cards, an obser-
vation of their patterns of purchase may also be made.

Having established an understanding of the variables that may affect the choice of beef
and alternatives, the researcher may seek a more in-depth understanding of the most signifi-
cant variables. By setting up focus groups with representatives from, for example, young
single persons, single parents, young families and elderly couples, chosen issues can be
explored in a most creative manner. Discussion may ensue, recipes can be tasted, packages
and forms of promotions can be commented upon, all resulting in a much stronger under-
standing of consumer preferences and purchase intentions for the proposed new product.

Finally, the researcher may wish to test out the ideas developed from the focus groups in
a conclusive manner. A face-to-face survey may be conducted in target respondents’ homes,
using laptops to conduct the interviews, recording the responses but also showing video
and audio recordings that may help to convey the nature and style of beef alternatives. By
this stage the researcher would have a very clear understanding of the issues that are rele-
vant to the marketing decision-makers and to the target respondents and ultimate
consumers. Conclusive data that determine consumer preferences and purchase intentions
for the proposed new product would be established.

This example can be criticised for taking too long to undertake, being too expensive
and perhaps applying too many techniques that do not offer sufficient additional under-
standing. Such criticism cannot really be addressed without knowing the value that
decision-makers may get from this decision support, compared with how much they
would have to pay for it. For this illustration it does not matter, in that the intention was
to show that different research techniques can support each other and can work concur-
rently. Decision-makers can receive interim reports and feed back their ideas to give more
focus to the issues and types of respondent in subsequent stages. The example also illus-
trates that researchers can be very creative in their choice of techniques that combine to
make up a research design.

Given that the design presented uses techniques that could be termed exploratory,
descriptive and causal, the question this raises is how may we describe the overall research
design?’ The final research technique used was conclusive, descriptive and single cross-
sectional, and this encapsulates the overall design. In deciding what encapsulates the
overall research design, one examines the ultimate aim of an investigation, and in this case
it was to describe in a conclusive manner.
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Potential sources of error in research designs

Total error

The variation between the
true mean value in the
population of the variable of
interest and the observed
mean value obtained in the
marketing research project.

Random sampling error
The error arising because the
particular sample selected is
an imperfect representation
of the population of interest.
It may be defined as the
variation between the true
mean value for the sample
and the true mean value of
the population.
Non-sampling error

An error that can be
attributed to sources other
than sampling and that can
be random or non-random.

Figure 3.5

Potential sources of
error in research
designs

Several potential sources of error can affect a research design. A good research design
attempts to control the various sources of error. Although these errors are discussed in
detail in subsequent chapters, it is pertinent at this stage to give brief descriptions.

Where the focus of a study is a quantitative measurement, the total error is the varia-
tion between the true mean value in the population of the variable of interest and the
observed mean value obtained in the marketing research project. For example, the annual
average income of a target population may be €85,650, as determined from census infor-
mation via tax returns, but a marketing research project estimates it at €62,580 based
upon a sample survey. As shown in Figure 3.5, total error is composed of random sam-
pling error and non-sampling error.

Random sampling error

Random sampling error occurs because the particular sample selected is an imperfect
representation of the population of interest. Random sampling error is the variation
between the true mean value for the population and the true mean value for the original
sample. Random sampling error is discussed further in Chapters 14 and 15.

Non-sampling error

Non-sampling errors can be attributed to sources other than sampling, and may be
random or non-random. They result from a variety of reasons, including errors in prob-
lem definition, approach, scales, questionnaire design, interviewing methods, and data
preparation and analysis. Non-sampling errors consist of non-response errors and
response errors.

Total error

;
' '

Random sampling Non-sampling
errors errors
Response Non-response
errors errors
Researcher Interviewer Respondent
errors errors errors
¢ Surrogate * Respondent * |nability
information selection ¢ Unwillingness
* Measurement ¢ Questioning
¢ Population ¢ Recording
definition * Cheating

¢ Sampling frame
Data analysis
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Non-response error

A type of non-sampling error
that occurs when some of
the respondents included in
the sample do not respond.
This error may be defined as
the variation between the
true mean value of the
variable in the original
sample and the true mean
value in the net sample.

Response error

A type of non-sampling error
arising from respondents
who do respond but who give
inaccurate answers or whose
answers are mis-recorded or
mis-analysed. It may be
defined as a variation
between the true mean value
of the variable in the net
sample and the observed
mean value obtained in the
market research project.

Example
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A non-response error arises when some of the respondents included in the sample do
not respond. The primary causes of non-response are refusals and not-at-homes (see
Chapter 15). Non-response will cause the net or resulting sample to be different in size or
composition from the original sample. Non-response error is defined as the variation
between the true mean value of the variable in the original sample and the true mean
value in the net sample.

Response error arises when respondents give inaccurate answers or their answers are
mis-recorded or mis-analysed. Response error is defined as the variation between the true
mean value of the variable in the net sample and the observed mean value obtained in the
marketing research project. Response error is determined not only by the non-response
percentage but also by the difference between respondents and those who failed to coop-
erate, for whatever reason, as response errors can be made by researchers, interviewers or
respondents.>! A central question in evaluating response error is whether those who par-
ticipated in a survey differ from those who did not take part, in characteristics relevant to
the content of the survey.*?

Errors made by the researcher include surrogate information, measurement, popula-
tion definition, sampling frame and data analysis errors:

® Surrogate information error may be defined as the variation between the information
needed for the marketing research problem and the information sought by the
researcher. For example, instead of obtaining information on consumer choice of a new
brand (needed for the marketing research problem), the researcher obtains informa-
tion on consumer preferences because the choice process cannot be easily observed.

® Measurement error may be defined as the variation between the information sought
and information generated by the measurement process employed by the researcher.
While seeking to measure consumer preferences, the researcher employs a scale that
measures perceptions rather than preferences.

® Population definition error may be defined as the variation between the actual popula-
tion relevant to the problem at hand and the population as defined by the researcher.
The problem of appropriately defining the population may be far from trivial, as illus-
trated by the case of affluent households. Their number and characteristics varied
depending on the definition, underscoring the need to avoid population definition
error. Depending upon the way the population of affluent households was defined, the
results of this study would have varied markedly.

How affluent is affluent?
The population of the affluent households was defined in four different ways in a study:

1 Households with income of €80,000 or more.

2 The top 20% of households, as measured by income.

3 Households with net worth over €450,000.

4 Households with discretionary income to spend being 30% higher than that of comparable
households.

e Sampling frame error may be defined as the variation between the population defined
by the researcher and the population as implied by the sampling frame (list) used. For
example, the telephone directory used to generate a list of telephone numbers does not
accurately represent the population of potential landline consumers due to unlisted,
disconnected and new numbers in service. It also misses out the great number of con-
sumers that choose not to have landlines, exclusively using mobile telephones

® Data analysis error encompasses errors that occur while raw data from questionnaires
are transformed into research findings. For example, an inappropriate statistical proce-
dure is used, resulting in incorrect interpretation and findings.
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Response errors made by the interviewer include respondent selection, questioning,
recording and cheating errors:

® Respondent selection error occurs when interviewers select respondents other than those
specified by the sampling design or in a manner inconsistent with the sampling design.
For example, in a readership survey, a non-reader is selected for the interview but clas-
sified as a reader of Le Monde in the 15-19-year-old category in order to meet a
difficult quota requirement.

® Questioning error denotes errors made in asking questions of the respondents or in not
probing, when more information is needed. For example, while asking questions an
interviewer does not use the exact wording or prompts as set out in the questionnaire.

® Recording error arises due to errors in hearing, interpreting and recording the answers
given by the respondents. For example, a respondent indicates a neutral response
(undecided) but the interviewer misinterprets that to mean a positive response (would
buy the new brand).

® Cheating error arises when the interviewer fabricates answers to a part or the whole of
the interview. For example, an interviewer does not ask the sensitive questions related
to a respondent’s debt but later fills in the answers based on personal assessment.

Response errors made by the respondent comprise inability and unwillingness errors:

® [nability error results from the respondent’s inability to provide accurate answers.
Respondents may provide inaccurate answers because of unfamiliarity, fatigue, bore-
dom, faulty recall, question format, question content and other factors. For example, a
respondent cannot recall the brand of toothpaste purchased four weeks ago.

e Unwillingness error arises from the respondent’s unwillingness to provide accurate
information. Respondents may intentionally misreport their answers because of a
desire to provide socially acceptable answers, to avoid embarrassment, or to please the
interviewer.?® For example, to impress the interviewer, a respondent intentionally says
that they read The Economist magazine.

These sources of error are discussed in more detail in subsequent chapters; what is impor-
tant here is that there are many sources of error. In formulating a research design, the
researcher should attempt to minimise the total error, not just a particular source. This
admonition is warranted by the general tendency among naive researchers to control sam-
pling error with large samples. Increasing the sample size does decrease sampling error,
but it may also increase non-sampling error, e.g. by increasing interviewer errors. Non-
sampling error is likely to be more problematic than sampling error. Sampling error can
be calculated, whereas many forms of non-sampling error defy estimation. Moreover,
non-sampling error has been found to be the major contributor to total error, whereas
random sampling error is relatively small in magnitude. The point is that total error is
important. A particular type of error is important only in that it contributes to total error.

Sometimes, researchers deliberately increase a particular type of error to decrease the
total error by reducing other errors. For example, suppose that a mail survey is being con-
ducted to determine consumer preferences in purchasing shoes from a chain of specialist
shoe shops. A large sample size has been selected to reduce sampling error. A response rate
of 30% may be expected. Given the limited budget for the project, the selection of a large
sample size does not allow for follow-up mailings. Past experience, however, indicates that
the response rate could be increased to 45% with one follow-up mailing and to 55% with
two follow-up mailings. Given the subject of the survey, non-respondents are likely to
differ from respondents in many features. Hence, it may be desirable to reduce the sample
size to make money available for follow-up mailings. While decreasing the sample size will
increase random sampling error, the two follow-up mailings will more than offset this loss
by decreasing non-response error.
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l International marketing research

While conducting international marketing research, it is important to realise that,
given environmental differences, the research design appropriate for one country may
not be suitable in another. Consider the problem of determining household attitudes
towards major appliances in the Netherlands and Saudi Arabia. While conducting
exploratory research in the Netherlands, it is appropriate to conduct focus groups
jointly with male and female heads of households. It would be inappropriate to con-
duct such focus groups in Saudi Arabia, however. Given the traditional culture, wives
are unlikely to participate freely in the presence of their husbands. It would be more
useful to conduct one-on-one in-depth interviews with both male and female heads of
households being included in the sample. An understanding of environmental influ-
ences can affect the choice and application of individual research techniques.
Ultimately, the rules of using different techniques to build up an understanding of
consumers remains the same, regardless of geographic boundaries, as illustrated in the
following example.

Example  Chinese sport a favourable attitude towards sporting goods3®

A marketing research study was performed to gain insight and understanding into the
behaviour of consumers in China in relation to sports and sporting goods. The research
design included both exploratory and conclusive research. Exploratory research was nec-
essary to gain an understanding of the social, cultural, economic and legal environment
of China. The researcher also utilised both secondary data and one-to-one depth inter-
views with retail outlet managers to gather this information.

For the conclusive research, a single cross-sectional design was used. A survey was
developed and 4,000 questionnaires were distributed to respondents in 10 Chinese
cities. Of these, 54% were completed and returned. A single cross-sectional design was
appropriate because the researcher wanted to gain an understanding of the current state
of consumers’ attitudes, motivations and behaviours in relation to sporting goods.

As well as findings such as the strong brand recognition of Adidas, Nike, Asics and
Reebok, specific social, cultural and environmental trends were also identified. For
instance, China is becoming more fitness conscious. China is also becoming a more
casual society, which is leading to the use of sporting goods for facilitation of the casual
lifestyle. Also, the Chinese tend to shop a lot on Sundays and the Chinese wife tends to
make family purchasing decisions.

In many countries, particularly developing countries, consumer panels have not been
developed, making it difficult to conduct descriptive longitudinal research. Likewise, in
many countries the marketing support infrastructure — that is, retailing, wholesaling,
advertising and promotional infrastructure — is lacking, making it infeasible to imple-
ment a causal design involving a field experiment. In formulating a research design,
considerable effort is required to ensure the equivalence and comparability of secondary
and primary data obtained from different countries. In the context of collecting pri-
mary data, qualitative research, survey methods, scaling techniques, questionnaire
design and sampling considerations are particularly important. These topics are dis-
cussed in more detail in subsequent chapters.
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Ethics in marketing research

Example

During the research design stage, not only are the concerns of the researcher and the
client involved, but the rights of the respondents also must be respected. Although nor-
mally there is no direct contact between the respondents and the other stakeholders
(client and researcher) during the research design phase, this is the stage when decisions
with ethical ramifications, such as using hidden video or audio tape recorders, are
made.

The basic question of the type of research design which should be adopted (i.e.
descriptive or causal, cross-sectional or longitudinal) has ethical overtones. For exam-
ple, when studying brand switching in toothpaste purchases, a longitudinal design is the
only actual way to assess changes in an individual respondent’s brand choice. A research
firm that has not conducted many longitudinal studies may try to justify the use of a
cross-sectional design. Is this ethical?

Researchers must ensure that the research design utilised will provide the informa-
tion needed to address the marketing research problem that has been identified. The
client should have the integrity not to misrepresent the project and should describe the
constraints under which the researcher must operate and not make unreasonable
demands. Longitudinal research takes time. Descriptive research might require inter-
viewing customers. If time is an issue, or if customer contact has to be restricted, the
client should make these constraints known at the start of the project. The client buying
services from a marketing research firm should not take undue advantage of it to ask for
unreasonable concessions or discounts for a current project by making false promises of
future research contracts as illustrated in the following example.

Big Brother or Big Bully?3¢

Ethical dilemmas may arise due to the strong desire of marketing research firms to
become suppliers to large organisations who invest heavily in marketing research proj-
ects. Many companies in financial services, airlines, beverages and automobiles, for
example, have enormous marketing budgets and regularly employ external marketing
research firms. Large clients can manipulate the price for a current project or demand
unreasonable concessions in the research design (e.g. the examination of additional vari-
ables, more focus groups, a larger or more targeted sample for the survey, or additional
data analyses) by implying that there is the potential for the marketing research firms to
become a regular supplier. This may be considered just business, but it becomes unethi-
cal when there is no intention to follow up with a larger study or to use the research firm
in the future.

Responsibilities to research respondents must not be overlooked. The researcher should
design the study so as not to violate the respondents’ right to safety, right to privacy, or
right to choose. Furthermore, the client must not abuse power to jeopardise the
anonymity of the respondents.

As well as its general code of conduct, ESOMAR produces a series of guidelines that are
specific to particular research techniques (Internet research), types of respondent (chil-
dren) and types of industry (pharmaceutical).

To see how ESOMAR guides the ethical practices of the marketing research industry in
Europe, and how marketing research associations in individual countries throughout the
world guide the ethical practices of domestic marketing research, visit www.esomar.nl.
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l Internet and computer applications

The Internet can facilitate the implementation of different types of research designs.

Exploratory research

If an exploratory research design is to be utilised, discussion groups, chat rooms or
newsgroups can be used to discuss a particular topic to great depth. Files can be
exchanged that can include moving images and sounds, allowing questions and probes
to be built around this material. Formal focus groups may be conducted with experts or
individuals representing target groups, all on a global basis if needed. Illustrations of
qualitative interviews using the Internet are presented in Chapters 6 to 8.

Listservers could also be used to obtain initial information needed to develop a
research design. Listservers make interactive discussion possible for special interest
groups, user groups and customer service forums. Messages sent to the listener are for-
warded to all subscribers of that listserver. Broad or specific questions could be asked of
listserver subscribers. The questions might not constitute a specifically developed
survey, and the members of the listservers might not represent the target respondents
precisely, but if they are chosen based upon their relationship to the area being
researched, they can provide a means of quickly receiving responses that can begin to
clarify the research area. Discussion groups or lists allow for ongoing discussions among
members, with or without moderation. Every member can write to the group, and, in
doing so, everyone will receive a copy of the message. More information on listservers
can be obtained at www.lsoft.com/lists/listref.html.

Conclusive research

Many descriptive studies utilise secondary data in defining the nature of a problem, as a
technique in its own right and as a means to develop sampling plans. The use of the
Internet for these purposes is discussed in Chapter 4. In primary data collection, the
Internet can be used for surveys (discussed in Chapter 10) and in panels (Chapters 4
and 10). The use of the Internet for causal research designs is discussed in Chapter 11.

In addition to Internet applications, computers can also help to control total error.
By using computers, researchers can model and calculate how the various sources of
error may affect the results and what levels of errors could be acceptable. It is relatively
easy to estimate random sampling error when probability sampling schemes are used.
Estimating the impact of various non-sampling errors, however, is much more prob-
lematic. Simulation can be conducted to determine how the distributions and levels of
various non-sampling errors will affect final results.*”

A research design is a framework or blueprint for conducting the marketing research
project. It specifies the details of how the project should be conducted in order to fulfil
set research objectives. The challenge faced by marketing researchers in developing a
research design is that they need to balance an understanding of research design from
the decision-makers’ perspective with an understanding of potential respondents’ reac-
tions to issues researched using different techniques, applied in differing contexts.
Research designs may be broadly classified as exploratory or conclusive. The primary
purpose of exploratory research is to develop understanding and provide insights.
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Questions

Conclusive research is conducted to measure and describe phenomena, test specific
hypotheses and examine specific relationships. Conclusive research may be either
descriptive or causal. The findings from both exploratory and conclusive research can
be used as input into marketing decision-making.

The major objective of descriptive research is to describe market characteristics or func-
tions. Descriptive research can be classified into cross-sectional and longitudinal research.
Cross-sectional designs involve the collection of information from a sample of population
elements at a single point in time. These designs can be further classified as single cross-
sectional or multiple cross-sectional designs. In contrast, in longitudinal designs repeated
measurements are taken on a fixed sample. Causal research is designed for the primary
purpose of obtaining evidence about cause-and-effect (causal) relationships.

Many research designs combine techniques that can be classified as exploratory,
descriptive and causal. In cases where there is an array of interrelating techniques, the
researcher should examine the ultimate aim of an investigation, and decide what encap-
sulates the overall research design, i.e. a desire to explore, describe or experiment.

A research design consists of six components. Error can be associated with any of these
components. The total error is composed of random sampling error and non-sampling
error. Non-sampling error consists of non-response and response errors. Response error
encompasses errors made by researchers, interviewers and respondents. In formulating
a research design when conducting international marketing research, considerable effort
is required to ensure the equivalence and comparability of secondary and primary data
obtained from different countries. In terms of ethical issues, the researchers must ensure
that the research design used will provide the information sought and that the informa-
tion sought is the information needed by the client. The client should have the integrity
not to misrepresent the project and should describe the situation within which the
researcher must operate and must not make unreasonable demands. Every precaution
should be taken to ensure the respondents’ or subjects’ right to safety, right to privacy,
or right to choose.

1 Define research design in your own words. 8 What are the major purposes for which descriptive

. . L research is conducted?
2 What expectations do marketing decision-makers have

of research designs? 9 Discuss the advantages and disadvantages of panels.
3 How does the subject of enquiry as seen by potential 10 Compare and contrast cross-sectional and
research respondents affect research design? longitudinal designs.

4 How does formulating a research design differ from 11 Describe cohort analysis. Why is it of special interest?

developing an approach to a problem? 12 What is a causal research design? What is its purpose?
5 Differentiate between exploratory and conclusive 13 What is the relationship between exploratory,
research. descriptive and causal research?
6 What are the major purposes for which exploratory 14 What potential sources of error can affect a research
research is conducted? design?

7 Describe how quantitative techniques may be used in 15 Why is it important to minimise total error rather
exploratory research. than any particular source of error?
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Exercises

1

Imagine that you are the marketing researcher
appointed by BMW and that you have been hired to
conduct a study of its corporate image.

a Discuss the potential issues that may affect your
choice of context in which to interview female
executives that buy the 7-series cars.

b Discuss the potential issues that may affect your
choice of context in which to interview teenagers
whose parent(s) own a BMW.

Visit the website of the Association of Qualitative
Research Practitioners, www.aqrp.co.uk. Browse
through the business directory to get a feel for the
nature of industries and marketing issues that may be
supported by exploratory studies. Find the agency
MORI and examine the work of its specialist
qualitative agency www.mori.com/qualitative. In what
manner(s) does this agency link exploratory designs
to conclusive designs?

Video Case Exercise: Nike

Innovation is a core value of the Nike brand. What factors may demand an innovative research design
for challenges such as measuring or understanding the brand values of Nike?
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Secondary data
collection and
analysis
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Objectives
After reading this chapter, you should be able to:

The act of sourcing evaluating and 1 define the nature and scope of secondary data and
! distinguish secondary data from primary data;

analysmg Secondary data can 2 analyse the advantages and disadvantages of

realise great insights for secondary data and their uses in the various steps
of the marketing research process;

decision-makers. It is also vital _ -
3 evaluate secondary data using the criteria of

to successful problem diagnosis, specifications, error, currency, objectives, nature

secondary data, focusing upon external sources in
the form of published materials and syndicated
services;

primary data.

5 discuss in detail the syndicated sources of
secondary data, including household and consumer
data obtained via surveys, mail diary panels and
electronic scanner services, as well as institutional
data related to retailers, wholesalers and
industrial or service firms;

6 explain the need to use multiple sources of
secondary data and describe single-source data;

7 identify and evaluate the sources of secondary data
useful in international marketing research;

8 understand the ethical issues involved in the use of
secondary data.

STAGE 4
Fieldwork or data
collection




Overview

Overview

The collection and analysis of secondary data help to define the marketing research
problem and develop an approach. In addition, before collecting primary data, the
researcher should locate and analyse relevant secondary data. Thus, secondary data can
be an essential component of a successful research design. Secondary data can help in
sample designs and in the details of primary research methods. In some projects,
research may be largely confined to the analysis of secondary data because some mar-
keting problems may be resolved using only secondary data. Given the huge explosion
of secondary data sources available, sufficient data may be accessed to solve a particular
marketing research problem.

This chapter discusses the distinction between primary data, secondary data and mar-
keting intelligence. The advantages and disadvantages of secondary data are considered,
and criteria for evaluating secondary data are presented, along with a classification of
secondary data. Internal secondary data are described and major sources of external
secondary data, such as published materials, online and offline databases, and syndi-
cated services, are also discussed. Useful sources of secondary data in international
marketing research are discussed. Several ethical issues that arise in the use of secondary
data are also identified.

To begin with, we present an example that illustrates the nature of secondary data, how
it may be evaluated, and its relationship to primary data collection.

Example Flying high on secondary data’

Money magazine published the results of a study conducted to uncover the airline charac-
teristics that consumers consider most important. In order of importance, these
characteristics were safety, price, baggage handling, on-time performance, customer serv-
ice, ease of reservations and ticketing, comfort, frequent flyer schemes and food.

If Air France was considering conducting a marketing research study to identify character-
istics of its service that should be improved, this article might be a useful source of
secondary data. Before using the data, Air France should evaluate them according to sev-
eral criteria.

First, the research design used to collect the data should be examined. This Money mag-
azine article includes a section that details the research design used in the study. Money
used a face-to-face survey of 1,017 ‘frequent flyers’. The results of the survey had a margin
of error of 3%. Air France would have to decide whether ‘frequent flyers’ in the USA could be
generalised to the population it wishes to understand, whether 1,017 was a sufficient
sample size for its purposes and whether a margin of error of 3% was acceptable. In addi-
tion, Air France should evaluate what type of response or non-response errors may have
occurred in the data collection or analysis process.

The currency of the data and objective of the study would be important to Air France in
deciding whether to utilise this article as a source of secondary data. Air France would also
need to look at the nature and dependability of the data. For example, it would need to
examine how the nine choice criteria were defined. If the criterion price was measured in
terms of fare per kilometre, is this a meaningful and acceptable definition to decision-
makers at Air France? With regard to dependability, Air France would need to evaluate the
reputation of Money magazine and of ICR, the research company hired by Money to under-
take the survey. It would also need to recognise the fact that Money used secondary data in
its study; how dependable are the sources it used?
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The Money magazine article might be useful as a starting place for a marketing research
project for Air France. It could be helpful in formulating the nature of decision-making prob-
lems and associated research objectives. There may be limitations in regard to reliability,
dependability or even how generalisable it may be to Air France’s target consumers. Many
lessons and ideas may be generated from this article that may lead to other secondary
data sources and in the design of a well-focused primary data collection.

Defining primary data, secondary data and marketing

intelligence

Primary data

Data originated by the
researcher specifically to
address the research
problem.

Secondary data
Data collected for some
purpose other than the
problem at hand.

Marketing intelligence
Qualified observations of
events and developments in
the marketing environment.

Primary data are data originated by a researcher for the specific purpose of addressing the
problem at hand. They are individually tailored for the decision-makers of organisations
that pay for well-focused and exclusive support. Compared with readily available data
from a variety of sources, this exclusivity can mean higher costs and a longer time frame
in collecting and analysing the data.

Secondary data are data that have already been collected for purposes other than the
problem at hand. At face value this definition seems straightforward, especially when con-
trasted to the definition of primary data. However, many researchers confuse the term, or
quite rightly see some overlap with marketing intelligence.

Marketing intelligence can be defined as ‘qualified observations of events and develop-
ments in the marketing environment’. The use of the word ‘observations’ is presented in a
wide sense to include a variety of types of data, broadly concerned with ‘environmental
scanning’? In essence, though, marketing intelligence is based upon data that in many
instances have been collected for purposes other than the problem at hand. To clarify this
overlap in definitions, Table 4.1 compares secondary data with marketing intelligence
through a variety of characteristics.

Table 4.1 A comparison of secondary data and marketing intelligence®

Characteristic

Secondary data

Marketing intelligence

qualitative interpretation

Structure Specifications and research design tend to be Can be poorly structured; no universal
apparent conventions of reporting

Availability Tend to have regular updates Irregular availability

Sources Generated in-house and from organisations with | Generated in-house and from unofficial sources
research prowess

Data type Tend to be quantitative; many issues need Tends to be qualitative; many issues difficult

to quantify

Source credibility

Tend to be from reputable and trustworthy
research sources of credibility

Questionable credibility; can be generated from
a broad spectrum

Terms of reference

Tend to have clear definitions of what is being
measured

Ambiguous definitions; difficult to compare
over different studies

Analysis

Mostly conventional quantitative techniques

Opinion based, interpretative

Ethics

In-company data gathering may be covered by
Data Protection Acts; externally generated
data may be covered by research codes of
conduct, e.g. ESOMAR

Some techniques may be seen as industrial
espionage — though there is an ethical code
produced by the Society of Competitive
Intelligence Professionals

94




Example

Shadow team

A small cross-functional
boundary-spanning group
that learns everything about
a competitive unit.

Defining primary data, secondary data and marketing intelligence

Note in these comparisons the repeated use of the word ‘tend’ The boundaries between
the two are not absolutely rigid. Consider the example at the start of this chapter, an article
published in Money magazine. The journalist may have collected, analysed and presented
quantitative data to support the qualitative interpretation of the future developments of a
market. The data used and presented may come from credible sources and be correctly
analysed, but what about the choice of data to support the journalist’s argument? Other
sources of data that may contradict this view may be ignored. The data presented can be
seen as a secondary data source and interpreted in its own right by a researcher. The inter-
pretation and argument of the journalist can be seen as intelligence and have some
credibility. In its entirety, such an article has elements of both secondary data and marketing
intelligence, and it may be impossible to pull them apart as mutually exclusive components.

As will become apparent in this chapter, there are clear criteria for evaluating the accu-
racy of secondary data, which tend to be of a quantitative nature. Marketing intelligence is
more difficult to evaluate but this does not mean that it has less value to decision-makers
or researchers. Certain marketing phenomena cannot be formally measured: researchers
may not be able to gain access to conduct research, or the rapid unfolding of events means
that it is impracticable to conduct research. The following example illustrates the impor-
tance of intelligence to many companies.

Behind enemy lines*

Robin Kirkby, Director of European Consulting for intelligence specialist Fuld & Company,
says there are three principal factors driving investment in intelligence:

The Internet, globalisation and higher expectations from customers are all putting compa-
nies under more pressure to differentiate themselves from the competition. It’s frustrating
that intelligence gets associated with spying; it's actually a highly ethical activity, focused
on underlying competitive dynamics and planning future change.

According to research by The Futures Group (TFG), 60% of companies have an organised
system for collecting competitive intelligence, while 82% of companies with revenues over
€10 billion make systematic use of it. TFG ranked the leading eight users of competitor
intelligence as:

1 Microsoft
2 Motorola
3 IBM

4 Procter & Gamble
5= General Electric
5= Hewlett-Packard
7= Coca-Cola

7= Intel

Many major organisations invest huge amounts in the hardware and software needed
for a systematic approach to gathering intelligence, some even engaging in the use of
‘shadow teams’. A shadow team is a small cross-functional boundary-spanning group that
learns everything about a competitive unit. A competitive unit can be a competitor, prod-
uct line, supply chain or prospective partner in a strategic alliance. The objective of a
shadow team is to learn everything possible about its target through published data, per-
sonnel and network connection, and organisation knowledge or hearsay. It brings together
knowledge from across an organisation, so that it can think, reason and react like the
competitive unit.> Competitive intelligence will be discussed in more detail in the context
of business-to-business marketing research in Chapter 27.
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Such widespread use of intelligence in major organisations means it has a role to play in
supporting decision-makers, but it has many limitations, which are apparent in Table 4.1.
In the development of better founded information support, credible support can come
from the creative collection and evaluation of secondary data. This requires researchers to
connect and validate different data sources, ultimately leading to decision-maker support
in its own right and support of more focused primary data collection. As this chapter and
Chapter 5 unfold, examples of different types of secondary data will emerge and the appli-
cations of secondary data will become apparent.

Advantages and uses of secondary data

Secondary data offer several advantages over primary data. Secondary data are easily
accessible, relatively inexpensive and quickly obtained. Some secondary data, such as those
provided by the National Censuses, are available on topics where it would not be feasible
for a firm to collect primary data. Although it is rare for secondary data to provide all the
answers to a non-routine research problem, such data can be useful in a variety of ways.®
Secondary data can help you to:

Diagnose the research problem.

Develop an approach to the problem.

Develop a sampling plan.

Formulate an appropriate research design (e.g., by identifying the key variables to
measure or understand).

5 Answer certain research questions and test some hypotheses.

6 Interpret primary data with more insight.

7 Validate qualitative research findings.

B W N

Given these advantages and uses of secondary data, we state the following general rule:

Examination of available secondary data is a prerequisite to the collection of primary data.
Start with secondary data. Proceed to primary data only when the secondary data sources
have been exhausted or yield marginal returns.

The rich dividends obtained by following this rule are illustrated in the example at the
start of this chapter. It shows that the collection and analysis of even one relevant second-
ary data source can provide valuable insights. The decision-maker and researcher can use
the ideas generated in secondary data as a very strong foundation to primary data design
and collection. However, the researcher should be cautious in using secondary data,
because they have some limitations and disadvantages.

Disadvantages of secondary data
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Because secondary data have been collected for purposes other than the problem at hand,
their usefulness to the current problem may be limited in several important ways, includ-
ing relevance and accuracy. The objectives, nature and methods used to collect the
secondary data may not be appropriate to the present situation. Also, secondary data may
be lacking in accuracy or may not be completely current or dependable. Before using sec-
ondary data, it is important to evaluate them according to a series of factors.” These
factors are discussed in more detail in the following section.
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Criteria for evaluating secondary data

The quality of secondary data should be routinely evaluated, using the criteria presented
in Table 4.2 and the discussion in the following sections.?

Specifications and research design

The specifications or the research design used to collect the data should be critically
examined to identify possible sources of bias. Such design considerations include size
and nature of the sample, response rate and quality, questionnaire design and adminis-
tration, procedures used for fieldwork, and data analysis and reporting procedures. These
checks provide information on the reliability and validity (these concepts will be further
developed in Chapter 13) of the data and help determine whether they can be gener-
alised to the problem at hand. The reliability and validity can be further ascertained by
an examination of the error, currency, objectives, nature and dependability associated
with the secondary data.

Error and accuracy

The researcher must determine whether the data are accurate enough for the purposes of
the present study. Secondary data can have a number of sources of error or inaccuracy,
including errors in the approach, research design, sampling, data collection, analysis, and

Table 4.2 Criteria for evaluating secondary data

Criteria

Issues Remarks

Specifications and
research design

Data collection method
Response rate
Population definition
Sampling method
Sample size
Questionnaire design
Fieldwork

Data analysis

Data should be reliable, valid and
generalisable to the problem at hand

Error and accuracy

Examine errors in: Assess accuracy by comparing data from

® Reputation
® Trustworthiness

® Approach different sources
® Research design
® Sampling
® Data collection
® Data analysis
® Reporting
Currency Time lag between collection and publication. Census data are periodically updated
Frequency of updates by syndicated firms
Objective Why the data were collected The objective will determine the relevance
of data
Nature ® Definition of key variables Reconfigure the data to increase their
® Units of measurement usefulness, if possible
® Categories used
® Relationships examined
Dependability Source: Preference should be afforded to an original
® Expertise rather than an acquired source
® Credibility
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Example

reporting stages of the project. Moreover, it is difficult to evaluate the accuracy of secondary
data because the researcher did not participate in the research. One approach is to find mul-
tiple sources of data if possible, and compare them using standard statistical procedures.

Number crunch?

In December 1997, the Audit Bureau of Circulations (ABC) met UK newspaper publishers
and major media buyers from the Institute of Practitioners in Advertising. The meeting
aimed to thrash out a formula that could restore ABC’s credibility in measuring newspaper
readship which forms the basis of negotiation for advertising rates.

Most observers agreed that ABC’s troubles were a direct result of squabbling between
media owners. As newspaper circulations continued to slide, they fought to hold on to market
share through price cuts, promotions and enhanced editorial packages. This has introduced
an unprecedented volatility into their sales figures. Not content with trumpeting their own
gains, some newspapers have sought to show up the deficiencies in their rivals’ sales figures.

Figures under fire
The argument is best understood through an example of what was at stake. The October
1997 ABC figure for The Times was 814,899. This was a monthly circulation average which,
prior to the dispute, would have been the only official benchmark that agencies used as a
negotiating point between newspapers and advertisers (though they turn to data from the
National Readership Survey and the Target Group Index to argue their case). At the heart of
the dispute was what that monthly figure comprised. For example, were all the issues sold
at the full price or were some given away cheaply as part of a subscription or promotional
offer? Were any sold or given in bulk to an airliner or retailer, and if so how many? What
about papers sold to Ireland or Spain? Were they included in the total, and if so how could
that be justified as a piece of credible advertising data?

Another hot issue was the reliability of the monthly figure. Advertisers were dissatisfied
with a number that they believe fails to reflect the reality of what they were buying. Director
of Press Buying at The Media Centre, Tim Armes, says:

we'd like to know what each paper sells daily and we'd like to know week to week fluctua-
tions. The papers all boast about Saturday but keep quiet about Tuesday and Thursday. If
one day is dramatically higher than the average, you don’t have to be a brain surgeon to
realise the others are lower.

As this example indicates, the accuracy of secondary data can vary: What is being
measured? What rules apply to those measurements? What happens if there are rapid
changes in what is being measured? With different researchers potentially measuring the
‘same’ phenomena, data obtained from different sources may not agree. In these cases, the
researcher should verify the accuracy of secondary data by conducting pilot studies or by
other exploratory work that verifies the analytical framework used to arrive at certain fig-
ures. Often, by judicious questioning of those involved in compiling the figures, this can
be done without much expense or effort.

Currency: when the data were collected

Secondary data may not be current and the time lag between data collection and publica-
tion may be long, as is the case with much census data which may take up to two years
from collection to publication. Moreover, the data may not be updated frequently enough
for the purpose of the problem at hand. Decision-makers require current data; therefore,
the value of secondary data is diminished as they become dated. For instance, although
the Census of Population data are comprehensive, they may not be applicable to major
cities in which the population has changed rapidly during the last two years.
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Objective: the purpose for which the data were collected

Data are invariably collected with some objective in mind, and a fundamental question to
ask is why the data were collected in the first place. The objective for collecting data will
ultimately determine the purpose for which that information is relevant and useful. Data
collected with a specific objective in mind may not be appropriate in another situation. In
the example at the start of this chapter, the sample surveyed by Money magazine was
made up of ‘frequent flyers’. The objective of the study was ‘to uncover the airline charac-
teristics consumers consider most important’. Air France, however, may wish to target
‘business class’ flyers and ‘to uncover perceptions related to trade-offs made in customer
service—price—safety. Even though there may be identical questions used in both studies,
the target respondents may be different, the rationale for the study presented to respon-
dents will be different, and ultimately the ‘state of mind’ respondents may be in when they
come to comparable questions will be different. The Money survey was conducted for
entirely different objectives from those Air France has for its study. The findings from the
Money survey may not directly support decision making at Air France, though they may
help to define who Air France should talk to and what questions it should put to them.

Nature: the content of the data

The nature, or content, of the data should be examined with special attention to the defi-
nition of key variables, the units of measurement, the categories used and the
relationships examined. If the key variables have not been defined or are defined in a
manner inconsistent with the researcher’s definition, then the usefulness of the data is
limited. Consider, for example, secondary data on consumer preferences for TV pro-
grammes. To use this information, it is important to know how preference for
programmes was defined. Was it defined in terms of the programme watched most often,
the one considered most needed, most enjoyable, most informative, or the programme of
greatest service to the community?

Likewise, secondary data may be measured in units that may not be appropriate for the
current problem. For example, income may be measured by individual, family, household
or spending unit and could be gross or net after taxes and deductions. Income may be
classified into categories that are different from research needs. If the researcher is inter-
ested in high-income consumers with gross annual household incomes of over €120,000,
secondary data with income categories of less than €20,000, €20,001—€50,000,
€50,001-€75,000 and more than €75,000 will not be of use. Determining the measure-
ment of variables such as income may be a complex task, requiring the wording of the
definition of income to be precise. Finally, the relationships examined should be taken
into account in evaluating the nature of data. If, for example, actual behaviour is of inter-
est, then data inferring behaviour from self-reported attitudinal information may have
limited usefulness. Sometimes it is possible to reconfigure the available data — for exam-
ple, to convert the units of measurement — so that the resulting data are more useful to the
problem at hand.

Dependability: how dependable are the data?

An overall indication of the dependability of data may be obtained by examining the
expertise, credibility, reputation and trustworthiness of the source. This information can
be obtained by checking with others who have used the information provided by the
source. Data published to promote sales, to advance specific interests, or to carry on prop-
aganda should be viewed with suspicion. The same may be said of data published
anonymously or in a form that attempts to hide the details of the data collection research
design and process. It is also pertinent to examine whether the secondary data came from
an original source, one that generated the data, or an acquired source, one that procured
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the data from an original source and published it in a different context. Generally, second-
ary data should be secured from an original rather than an acquired source. There are at
least two reasons for this rule: first, an original source is the one that specifies the details
of the data collection research design; and, second, an original source is likely to be more
accurate and complete than a surrogate source.

Classification of secondary data

Internal data

Data available within the
organisation for whom the
research is being conducted.

External data
Data that originate outside
the organisation.

Figure 4.1
A classification of
secondary data
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Figure 4.1 presents a classification of secondary data. Secondary data may be classified as
either internal or external. Internal data are those generated within the organisation for
which the research is being conducted. An example of this source of data for any market-
ing decision-maker and marketing researcher is the corporate sales ledger at individual
transaction level. Analyses of who is buying and the different ways that these customers
may be classified or segmented, what they bought, how frequently and the monetary value
of their purchases, can give a basic level of understanding customer buying behaviour.
With a number of years of transaction data, the lifestages of customer segments can be
better understood and how customers have reacted to an array of marketing activities.
One of the main problems that marketing researchers face with accessing and analysing
transaction data is ‘corporate territorialism, i.e. the attitude that each department should
only be concerned with the operational data it needs for the business to run on a day-to-
day basis. Given that the marketing department in many companies is still not expected to
need access to data beyond that needed to execute direct mail campaigns, analysing trans-
actional data may well be a major internal political challenge.!® Given the importance of
this element of marketing decision support, secondary data generated from internal
sources will be examined in more detail in Chapter 5.

External data, on the other hand, are those generated by sources outside the organisa-
tion. These data may exist in the form of published material, online databases, or
information made available by syndicated services. Externally generated secondary data
may be more difficult to access, more expensive and more difficult to evaluate for accu-
racy, in comparison with internal secondary data. These factors mean that, before
collecting external secondary data, it is vital to gather, analyse and interpret any readily
available internal secondary data and intelligence.

Secondary
data

:
| '

Internal External

|
' '

Ready Requires
to use further
processing

Y

’ ! '

Published Computerised Syndicated
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Published external secondary sources

Published external secondary sources

Figure 4.2

A classification of
published secondary

sources

Example

Sources of published external secondary data include local authorities, regional and national
governments, the EU, non-profit organisations (e.g. Chambers of Commerce), trade associ-
ations and professional organisations, commercial publishers, investment brokerage firms
and professional marketing research firms.!! In fact, such a quantity of data is available that
the researcher can be overwhelmed. Therefore, it is important to classify published sources
(see Figure 4.2). Published external sources may be broadly classified as general business
data or government data. General business sources comprise guides, directories, indexes and
statistical data. Government sources may be broadly categorised as census data and other
publications. These data types are discussed further with specific sources used as examples.

General business sources

Businesses publish a lot of information in the form of books, periodicals, journals, news-
papers, magazines, reports and trade literature. This information can be located by using
guides, directories and indexes. Sources are also available to identify statistical data.

Guides. Guides are an excellent source of standard or recurring information. A guide may
help identify other important sources of directories, trade associations and trade publica-
tions. Guides are one of the first sources a researcher should consult. The following
example illustrates the Global Industry Guide for Orthopaedics (www.bioportfolio.com).

Published secondary data

:
+ ;

Government General
sources business
¢ sources
Census data Other

government data

Y v Y Y

Guides Directories Indexes Statistical data

Orthopaedics: Global Industry Guide

Datamonitor's Orthopaedics Global Industry Guide is an essential resource for top-level
data and analysis covering the orthopaedics industry. It includes detailed data on market
size and segmentation, textual analysis of the key trends and competitive landscape, and
profiles of the leading companies. This incisive report provides expert analysis on a global,
regional and country basis.

Scope of the report

It contains an executive summary and data on value, volume and segmentation. It provides
textual analysis of the industry's prospects, competitive landscape and leading companies;
covers global, European, Asia—Pacific and 11 individual country markets; and includes a
five-year forecast of the industry.
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Highlights
Detailed information is included on market size, measured by both value and volume.
Market shares are covered by manufacturer and by brand, including private label.

Distribution channels are also analysed. Published December 2004, 162 pages, PDF. Price:
$995.00 (€780).

Directories. Directories are helpful for identifying individuals or organisations that col-
lect specific data. An example of a directory that you can examine on the Internet is the
Central and Eastern European Business Directory. This interactive site provides current
information on businesses and organisations in 24 Central and Eastern European coun-
tries (www.ceebd.co.uk). Another example is Europages, a reference business directory in
Europe that classifies 500,000 companies in 30 European countries. Again, this can be
accessed through the Internet and is available in English, French, German, Italian and
Spanish versions (www.europages.com). Other directories worth exploring include
www.bizeurope.com.

Indexes. It is possible to locate information on a particular topic in several different pub-
lications by using an index and abstracts. Indexes and abstracts, therefore, can increase the
efficiency of the search process. Several indexes and abstracts are available for both aca-
demic and business sources. Examples of newspaper indexes include the Financial Times
Index (www.ft.com), Le Monde Index (www.le-monde.fr) and the Japanese Business News
online, The Nikkei Weekly (www.nikkei.co.jp). These indexes allow researchers to identify
sources of particular topics, industries and individuals.

An example of a marketing index is the Marketing Surveys Index published by
Euromonitor (www.euromonitor.com). This is a most comprehensive and up-to-date direc-
tory of business research on European and world markets. The index contains details of
published research reports, a brief summary of its contents, a keyword index to the mar-
kets and products covered, and bibliographic details of the report.

A most valuable directory for marketing researchers is the Directory of Research
Organisations published by ESOMAR (www.esomar.com). Finally, a particularly useful
abstract source for marketing researchers is the Market Research Abstracts published by the
Market Research Society in the UK (www.warc.com). Major European and American jour-
nals that relate to marketing research are reviewed and an abstract of each article is
presented. The abstract is published twice a year. It is divided into sections that cover
survey techniques; statistics, models and forecasting; attitude and behaviour research; psy-
chographics, personality and social psychology; advertising and media research;
applications of research; industrial market research; market research and general applica-
tions; and new product development. Such an abstract allows the researcher to identify
and evaluate quickly the worth of journal papers that are relevant to the particular study.

Non-government statistical data. Published statistical data are of great interest to
researchers. Graphic and statistical analyses can be performed on these data to draw
important insights. Examples of non-governmental statistical data include trade associa-
tions such as the Swedish Tourism Trade Association (www.sverigeturism.se). The Swedish
Information ‘Smorgasbord’ is a large single source of information in English on Sweden,
Swedish provinces, nature, culture, lifestyle, society and industry. Another example is
Euromonitor (www.euromonitor.com), which publishes monthly market research journals
covering subjects under the headings of Market Research Europe, Market Research GB,
Market Research International and Retail Monitor International.

The United Nations provides an example of an organisation with a Statistics Division that
provides a wide range of statistical outputs on a global basis (www.unstats. un.org/unsd). The
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Statistics Division produces printed publications of statistics and statistical methods in the
fields of international merchandise trade, national accounts, demography and population,
social indicators, gender, industry, energy, environment, human settlements and disability.
The Statistics Division also produces general statistical compendiums including the
Statistical Yearbook and World Statistics Pocketbook. Many of its databases in these fields are
available as electronic publications in the form of CD-ROM and on the Internet.

Government sources

European governments and the EU also produce large amounts of secondary data. Each
European country has its own statistical office which produces lists of the publications
available (and the costs involved). Examples of national statistical offices include the
Centraal Bureau voor de Statistiek Nederlands (www.cbs.nl), Danmarks Statistik
(www.dst.dk), the Federal Statistical Office of Germany (www.destatis.de), the French
Institut National de la Statistique et des Etudes Economiques (www.insee.fr) and the
British Office for National Statistics (www.statistics.gov.uk). All of these offices have
Internet links that allow you to examine quickly the array of publications that they pro-
duce. Their publications may be divided into census data and other publications.

Census data. Most European countries produce either catalogues or newsletters that
describe the array of census publications available and the plans for any forthcoming
census. In the UK, for example, Census News (www.statistics.gov.uk/census) is a newsletter
that contains the latest information about the 2007 and 2011 Censuses and previous cen-
suses and is available four to six times a year. Census Marketing in Britain can supply
unpublished data from the 1961, 1971, 1981, 1991, 2001 Censuses in the form of Small
Area Statistics (SAS). SAS are available for standard census areas within England and
Wales, such as counties, local government districts, London boroughs, wards, civil
parishes and enumeration districts. Maps can also be purchased to complement the data.

Census data can be kept in electronic format, allowing them to be analysed and pre-
sented in a variety of formats at a detailed geographical level. Given the long periods
between the national Censuses and the amount of change that can occur in these periods,
other data sources are used to maintain an up-to-date picture of specific regions.

As well as general population censuses, national statistical offices produce an array of
industrial censuses. These may include industrial production, housing, construction, agri-
culture, restaurants and hotels, and financial services, e.g. www.statistics.gov.uk/statbase/
mainmenu.asp.

Other government publications. In addition to the census, national statistical offices col-
lect and publish a great deal of statistical data. Examining the Department of Statistics
and Research in Cyprus as an example (www.mof.gov.cy), major industrial categories such
as agriculture, construction, retailing and tourism are classified, with a whole array of
available statistics. More generally, demographic, health, household income and expendi-
ture, and labour statistical reports are also available.

Examples of reports from the British Office for National Statistics include Social
Trends. Social Trends draws together social and economic data from a wide range of gov-
ernment departments and other organisations to provide a comprehensive guide to
British society today, and how it has been changing. In 2005 Social Trends celebrated 35
years of social reporting. The 2005 edition featured an overview chapter that highlights
some of the major changes in society since Social Trends was first published. The UK has
an ageing population, and growth in the minority ethnic population has resulted in a
more diverse society. Household income has risen over the past 35 years, although income
inequality has widened. Life expectancy has also increased but so have the number of
years that the population can expect to live in poor health or with a disability. Technology
has transformed many lives and dependence on the car is greater than ever.
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In the EU, statistics are collected and published by the Statistical Office of the European
Community (SOEC) in a series called Eurostat (www.europa.eu) (www.epp.eurostat.
cec.eu.int). Tables normally contain figures for individual member states of the EU plus
totals for all countries. Eurostat divides its publications into themes, which are:

Theme 1 — General and regional statistics
Theme 2 — Economy and finance

Theme 3 — Population and social conditions
Theme 4 — Industry trade and services
Theme 5 — Agriculture and fisheries

Theme 6 — External trade

Theme 7 — Transport

Theme 8 — Environment and energy

Theme 9 — Science and technology.

It also produces general titles which include Eurostat Yearbook (annual), Basic Statistics
(annual), Europe in Figures (annual), Key Figures (monthly) and Eurostatistics (monthly).
To examine any of the national statistics offices in Europe and Global Regions, visit
the excellent Central Statistics Office Ireland website www.cso.ie/links/ and follow the
country links. There are also links to many other important organisations with relevant
statistics such as the European Central Bank and the International Monetary Fund.

Computerised databases

Most published information is also available in the form of computerised databases.
Computerised databases contain information that has been made available in computer-
readable form for electronic distribution. From the 1980s to today, the number of
databases, as well as the vendors providing these services, has grown enormously.!?
Computerised databases offer a number of advantages over printed data, including:'?

1 The data are current and up to date, as publishers and data compilers are now using
computers as the primary production technology.

2 The search process is more comprehensive, quicker and simpler. Online vendors pro-
vide ready access to hundreds of databases. Moreover, this information can be accessed
instantaneously, and the search process is simplified as the vendors provide uniform
search protocols and commands for accessing the database.

3 The cost of accessing these is relatively low, because of the accuracy of searching for the
right data, and the speed of location and transfer of data.

4 It is convenient to access these data using a personal computer fitted with an appropri-
ate communication device, such as a modem or a communication network.

While computerised database information can be helpful, it is vast and can be confusing.
Thus a classification of computerised databases is helpful.

Classification of computerised databases

Computerised databases may be classified as online, Internet or offline as shown in Figure
4.3. Online databases consist of a central data bank that is accessed with a computer (or
dumb terminal) via a telecommunications network. Internet databases can be accessed,
searched and analysed on the Internet. It is also possible to download data from the
Internet and store it in the computer or on an auxiliary storage device.!* Offline databases
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A classification of
computerised
databases

Online databases
Databases, stored in
computers, that require a
telecommunications network
to access.

Internet databases
Databases that can be
accessed, searched and
analysed on the Internet. It is
also possible to download
data from the Internet and
store it on the computer or
an auxiliary device.

Offline databases
Databases that are available
on CD-ROM.

Bibliographic databases
Databases composed of
citations to articles in
journals, magazines,
newspapers, marketing
research studies, technical
reports, government
documents, and the like.
They often provide
summaries or abstracts of
the material cited.

Numeric databases
Databases containing
numerical and statistical
information that may be
important sources of
secondary data.

Full-text databases
Databases that contain the
complete text of secondary
source documents
comprising the database.

Directory databases
Databases that provide
information on individuals,
organisations and services.
Special-purpose
databases

Databases that contain
information of a specific
nature, e.g. data on a
specialised industry.

Classification of computerised databases

Computerised
databases
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make the information available on CD-ROM. Thus, offline databases can be accessed at the
user’s location without the use of an external telecommunications network. !>

Online, Internet and offline databases may be further classified as bibliographic,
numeric, full text, directory or special-purpose databases. Bibliographic databases are
composed of citations to articles in journals, magazines, newspapers, marketing research
studies, technical reports, government documents and the like.!® They often provide sum-
maries or abstracts of the material cited. The earlier example of Market Research Abstracts
(www.imriresearch.com) is an example of a bibliographic database. Another example is the
Aslib Index to Theses (www.theses.com); this bibliographic database lists theses at masters
and doctoral level and research degrees, including abstracts from the UK and Ireland.

Numeric databases contain numerical and statistical information. For example, some
numeric databases provide time series data about the economy and specific industries.
The earlier examples of census-based numeric databases using data over a series of cen-
suses provide an example of a numeric database.

Full-text databases contain the complete text of the sources of the database. Examples
include World Advertising Research Center WARC (www.warc.com), FT Intelligence
(www.ft.chadwyck.co.uk) and Infotrac Searchbank (accessed through academic library links).
WARC is a supplier of intelligence to the global marketing, advertising, media and research
communities. Searchbank has over 100 full-text journals on subjects including business,
economics, current affairs and new technologies. It includes a spectrum of journals from
professional trade publications through to refereed academic journals. FT Intelligence,
which includes Europe Intelligence Wire, was developed to offer access to a range of key
sources of accurate and unbiased financial, economic and political news. It is possible to
search on specific countries, sectors and publications based upon over 150 daily and weekly
newspapers and business magazines from the UK and Europe.

Directory databases provide information on individuals, organisations and services.
European Interactive Directories (www.euroyellowpages.com) is an example of a directory
that has channels based upon EU community activities, country channels and thematic
channels such as suppliers, wholesalers and shopping centres. Another example worth
examining is the ESOMAR directory (www.esomar.nl) which provides details of member
organisations throughout the world as well as many other publications of value to mar-
keting researchers based in Europe.

Finally, there are special-purpose databases. For example, the Non-Governmental
Organisation NGO directory (www.rec.org/REC/Databases/databases.html) helps to track
down information about environmental organisations working in Central and Eastern
Europe. It has contact information for over 2,700 organisations from over 15 Central and
Eastern European countries.
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In addition, virtually all libraries of major universities maintain special-purpose data-
bases of research activities that reflect the distinct specialisms of that university. Beyond the
internally generated, special-purpose databases, university libraries and reference libraries
maintain computerised databases with instructions relating to what may be accessed and
how it may be accessed. Another library source worth examining for computerised sources
is the European Commission’s ‘Libraries’ site (www.europa.eu.int). The site, which is multi-
lingual, is distributed by the EUROPA server. EUROPA is the portal site of the EU. It
provides up-to-date coverage of European affairs and essential information on European
integration. Users can access websites of each of the EU institutions.

Syndicated sources of secondary data

Syndicated sources
(services)

Information services offered
by marketing research
organisations that provide
information from a common
database to different firms
that subscribe to their
services.
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In addition to published data or data available in the form of computerised databases,
syndicated sources constitute the other major source of external secondary data.
Syndicated sources, also referred to as syndicated services, are companies that collect
and sell common pools of data designed to serve information needs shared by a number
of clients. These data are not collected with a focus on a specific marketing problem, but
the data and reports supplied to client companies can be personalised to fit specific
needs. For example, reports could be organised based on the clients’ sales territories or
product lines. Using syndicated services is frequently less expensive than commissioning
tailored primary data collection. Figure 4.4 presents a classification of syndicated
sources. Syndicated sources can be classified based on the unit of measurement (house-

Unit of
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Figure 4.4 A classification of syndicated services
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holds and consumers or institutions). Household and consumer data may be obtained
from surveys, diary panels or electronic scanner services. Information obtained through
surveys consists of values and lifestyles, advertising evaluation, or general information
related to preferences, purchase, consumption and other aspects of behaviour. Diary
panels emphasise information on purchases or media consumption. Electronic scanner
services might provide scanner data only, scanner data linked to diary panels, or scanner

data linked to diary panels and (cable) TV. When institutions are the unit of measure-
ment, the data may be obtained from retailers, wholesalers or industrial firms. An
overview of the various syndicated sources is given in Table 4.3. Each of these sources

will be discussed.

Table 4.3 Overview of syndicated services

behaviour, supplemented
by a diary

Type Characteristics Advantages Disadvantages Uses
Surveys Surveys conducted Most flexible way of Interviewer errors; Market segmentation,
at regular intervals obtaining data; respondent errors advertising theme
information on selection and advertising
underlying motives advertising effectiveness
Mail diary Households provide Recorded purchase Lack of Forecasting sales,
panels specific information behaviour can be representativeness; market share and
regularly over an linked to the response bias; trends; establishing
extended period of time; demographic/ maturation consumer profiles,
respondents asked to psychographic brand loyalty and
record specific behaviour | characteristics switching; evaluating
as it occurs test markets,
advertising and
distribution
Diary media Electronic devices Same as mail Same as mail Establishing advertising
panels automatically recording diary panel diary panel selecting media

programme or air time;
establishing viewer
profiles

Scanner volume
tracking data

Household purchases
recorded through
electronic scanners in
supermarkets

Data reflect actual
purchases; timely data,
less expensive

Data may not be
respresentative; errors
in recording purchases;
difficult to link purchases
to elements of marketing
mix other than price

Price tracking,
modelling effectiveness
of in-store modelling

Scanner diary
panels with
cable TV

Scanner panels of
households that
subscribe to cable TV

Data reflect actual
purchases; sample
control; ability to link
panel data to household
characteristics

Data may not be
representative; quality
of data limited

Promotional mix
analyses, copy testing,
new product testing,
positioning

Audit services

Verification of product
movement by examining
physical records or
performing inventory
analysis

Relatively precise
information at retail and
wholesale levels

Coverage may be

be incomplete; matching
of data on competitive
activity may be difficult

Measurement of
consumer sales and
market share;
competitive activity;
analysing distribution
patterns; tracking of
new products

Industrial firms

Data banks on industrial
establishments created
through direct enquiries
of companies, clipping
services and corporate
reports

Important source of
information in industrial
firms; particularly useful
in initial phases of the
projects

Data are lacking in terms
of content, quantity and
quality

Determining market
potential by geographic
area, defining sales
territories, allocating
advertising budget
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Syndicated data from households

Surveys

Interviews with a large
number of people using a
questionnaire.

Example

Omnibus survey

A distinctive form of survey
that serves the needs of a
syndicate group. The
omnibus survey targets
particular types of
respondents such as those
in specific locations, e.g.
Luxembourg residents, or
customers of particular types
of product, e.g. business air
travellers. With that target
group of respondents, a core
set of questions can be
asked with other questions
added as syndicate members
wish.

Psychographics
Quantified profiles of
individuals based upon
lifestyle characteristics.

Lifestyles

Distinctive patterns of living
described by the activities
people engage in, the
interests they have, and the
opinions they hold of
themselves and the world
around them.
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Surveys

Various syndicated services regularly conduct surveys and omnibus surveys. In general,
these surveys involve interviews with a large number of respondents using a pre-designed
questionnaire. The distinction of the omnibus survey is that it targets particular types of
respondents such as those in certain geographic locations, e.g. Luxembourg residents, or
consumers of particular types of products, e.g. business air travellers. The following exam-
ple illustrates just one of many omnibus surveys conducted by Taylor Nelson Sofres
Omnibus Services (www.tns-global.com) and the nature of interpretation that can emerge
from an omnibus survey.

Children are savvy consumers who increasingly understand the role of
marketing'?

Anita Emery, Group Director of TNS Omnibus Services, argues that children also have a
strong influence on the buying decisions of their peers or family members. Despite children
showing high recognition and awareness of advertising campaigns, TNS’s children’s
omnibus research with youngsters aged 10-19 shows that only 8% say ‘you can trust every-
thing you read or hear in an ad’. Even among 10 year olds, just 16% agreed with this
statement, a relatively cynical attitude normally associated with much older consumers.
Marketers cannot underestimate the influence children have on consumer decisions and
the impact that advertising campaigns have on children’s appeal and appreciation of brands
and products.

With a defined target group of respondents, a core set of questions can be asked with
other questions added as syndicate members wish. Other syndicate members can ‘jump
on the omnibus’ and buy the answers to all the questionnaire responses or to specific
questions of their choice. Surveys and omnibus surveys may be broadly classified based on
their content as psychographics and lifestyles, advertising evaluation, or general surveys.

Psychographics and lifestyles. Psychographics refer to the psychological profiles of
individuals and to psychologically based measures of lifestyle. Lifestyles refer to the dis-
tinctive modes of living of a society or some of its segments. Together, these measures are
generally referred to as activities, interests and opinions. A good example of a marketing
research agency that works upon the measurement and marketing applications of psycho-
graphics and lifestyles can be found at www.espconsultancy.co.uk.

Advertising evaluation. The purpose of advertising evaluation surveys is to assess the
effectiveness of advertising using print and broadcast media. TV commercials are evalu-
ated using either the recruited audience method or the in-home viewing method. In the
former method, respondents are recruited and brought to a central viewing facility, such
as a theatre or mobile viewing laboratory. The respondents view the commercials and pro-
vide data regarding knowledge, attitudes and preferences related to the product being
advertised and the commercial itself. In the in-home viewing method, consumers evaluate
commercials at home in their normal viewing environment. New commercials can be
pretested at the network level or in local markets. A survey of viewers is then conducted to
assess the effectiveness of the commercials. The following example illustrates the impor-
tance of advertising evaluation, how qualitative research helps in the development of
advertisements and quantitative research measures their performance.



Syndicated data from households

Example  Gut or numbers? Pretesting ads'8

Larry Friedman, Global Director of Brand and Advertising Research at TNS, confirms that
testing advertising has grown faster than other forms of research over the past few years.
‘Everyone is trying to build a connection between their brands and consumers and trying to
understand how advertising contributes to that,” he explains. Research to pretest advert
can be qualitative (focus groups and one-to-one interviews; the moderator elicits general
discussion about the advert) or quantitative (interviewees answer specific questions that
aim to measure their responses to the advert). Qualitative research tends to be used in
early stages of an advert’s production, with groups of consumers discussing concepts
before anything is created. Then an animatic, a moving storyboard, is often drawn up, and
this is researched quantitatively. Millward Brown is the market leader in ad testing
(www.imsl.ie). Millward Brown’s quantitative ‘Link’ tests are used across the industry. Link
measures three areas of ad performance: communication, branded memorability and con-
sumer response. Branded memorability is measured as an Al (Awareness Indicator) number,
which is made up of scores for branding, enjoyment and engagement. Link now incorporates
a facility for measuring the following emotional responses: surprised, excited, attracted,
proud, inspired, confident, contented, affectionate, hatred, repelled, annoyed, inadequate,
disappointed, guilty, unimpressed, sad.

The following example illustrates one element of the media research work that is con-
ducted by Sports Marketing Surveys. It describes the techniques for media exposure
analysis. Visit the agency’s website at www.sportsmarketingsurveys.com to see the nature
of, and how it manages, media evaluation, media coverage and compliance monitoring.

Sports Marketing Surveys

Media exposure analysis

TV exposure

The majority of sports sponsorships are focused on the opportunity of exposure through TV.
Media exposure is recorded if the sighting is at least 1 second in duration and the
brand/logo is clearly readable. This is monitored using Sports Marketing Surveys' leading-
edge TV monitoring systems: FREDI (Freeze Frame Enhanced Digital Imaging) and Magellan
(automated image recognition).

Press exposure

In the UK, national newspapers, mostly with a large sports section, are read by four out of
five adults every week and sponsor mentions and logos can return notable media values. In
other markets there are one or more daily papers devoted to sport. Sports Marketing
Surveys undertakes press analysis in a number of countries on a regular basis. Sports
Marketing Surveys has access to national, regional and specialist publications through spe-
cialist press agencies, which are monitored for brand exposure. Brand exposure is recorded
if all letters of a sponsor' s name appear in full and the brand/logo is clearly readable, with
a method comparable with TV.

Radio exposure

Sports coverage is considerable on national and regional radio stations and commentators
and presenters alike offer verbal mentions for event and team sponsors. Sports Marketing
Surveys monitors sponsor mentions on national, regional and specialist sports stations.
Since verbal mentions carry more impact than visual exposure, each mention is offered the
equivalent of 10 seconds of exposure.
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Internet exposure
The Internet is now proving to be a major source of information to sports fans and a value
can be placed on the exposure of sponsor logos. Sports Marketing Surveys can monitor
brand exposure across the Web using specialist web-search agencies or in-house searches
for selected sites.

General surveys. Surveys are also conducted for a variety of other purposes, including
examination of purchase and consumption behaviour. Because a variety of data can be
obtained, survey data have numerous uses. They can be used for market segmentation, as
with psychographic and lifestyle data, and for establishing consumer profiles. Surveys are
also useful for determining product image, measurement and positioning, and conducting
price perception analysis. Other notable uses include advertising theme selection and eval-
uation of advertising effectiveness.

Purchase and media panels

About a quarter of all research budgets is spent on panels in their various formats, the
largest investors in this format in Europe being Switzerland at 41%, Germany 35% and
the Netherlands 31%.!° Panels were discussed in Chapter 3 in the context of longitudinal
research designs. Panels are samples of respondents who provide specified information at
regular intervals over an extended period of time. These respondents may be organisa-
tions, households or individuals, although household diary panels are most common. The
distinguishing feature of panels is that the respondents record specific behaviours as they
occur. Previously, behaviour was recorded in a diary, and the diary returned to the
research organisation every one to four weeks. Panel diaries have been gradually replaced
by electronic diaries. Now, most of the panels are online and the behaviour is recorded
electronically, either entered online by the respondents or recorded automatically by elec-
tronic devices as illustrated by the following example.

The battle for media measurement??

Audience measurement for radio has traditionally used weekly diaries, where respondents
record their own listening habits. However, this method is completely reliant on the memory
of respondents, and has often led to excessive claims for stations or programmes they
listen to regularly and to reduced claims for those they listen to less frequently. Passive
measurement of radio usage is being developed through the following methods.

The Personal People Meter (PPM)

A small pager-type device is worn by respondents throughout the day. This inserts an inaudi-
ble code into a broadcast transmission at the radio station. The codes are then downloaded
to a central computer. PPM is used in Belgium, Canada, Norway and Singapore.

The Media Monitor

This samples sounds to which respondents are exposed using an audio matching pager-
type device. It can collect other information such as the location of respondents and active
or passive listening. The technology is still being tested. There are plans to start a multi-
media survey in Italy in 2006.



Media panels

A data gathering technique
composed of samples of
respondents whose TV viewing
behaviour is automatically
recorded by electronic
devices, supplementing the
purchase information
recorded in a diary.

Example

Purchase panels

A data gathering technique in
which respondents record
their purchases in a diary.

Syndicated data from households

The Media Watch

The unit is built into a wristwatch and is designed to record exposure to radio, TV, cinema,
posters as well as readership. It is currently used in Switzerland, Liechtenstein and the UK
with testing in Denmark, France, Germany, the Netherlands, Sweden and Tokyo. Recent
formal tests were less than satisfactory as the watch identified fewer listening occasions
compared with other methods.

The Mobile Phone

This works on an encoded signal basis using mobile phone technology to capture and trans-
mit the encoded signal for analysis. This is being tested in the UK. Interest is strongest in
South America and the larger markets in Europe, and Commercial Radio Australia is working
with the manufacturer.

In diary media panels, electronic devices automatically record viewing behaviour, thus
supplementing a diary. Diary media panels yield information helpful for establishing
advertising rates by radio and TV networks, selecting appropriate programming, and pro-
filing viewer or listener subgroups. Advertisers, media planners and buyers find panel
information particularly useful. Another media vehicle that competes heavily for advertis-
ing budgets is the Internet. The following example illustrates how A.C. Nielsen use media
panels to understand Internet usage.

The Nielsen way?'

The Nielsen/NetRatings (www.netratings.com) approach to monitoring consumer behaviour
online is to employ panels of randomly selected consumers to form a representative subset
of the total online population. The panel’s behaviour is used to provide estimates of behav-
iour in the population as a whole. Panellists install unobtrusive tracking software on their PCs
that records everything they do, providing continual information on their behaviour. This
allows comparison of all the sites that appear in the research and provides data that can be
tested against 13 different panels established in other countries. People are the focus of
this research: who they are, how they behave online, and how their behaviour changes over
time, by country and demographic profile. This ability to link visits to sites to an individual
and hence to track usage behaviour within a session and across many sessions is unique to
panel-based research. It provides a complete picture of the Internet landscape, allowing key
players to understand not only their performance, but also that of their competitors.

Purchase panels provide information useful for forecasting sales, estimating market
shares, assessing brand loyalty and brand-switching behaviour, establishing profiles of
specific user groups, measuring promotional effectiveness, and conducting controlled
store tests.

Compared with sample surveys (see Chapter 10), diary panels offer certain distinct
advantages.?? Panels can provide longitudinal data (data can be obtained from the same
respondents repeatedly). People who are willing to serve on panels may provide more and
higher quality data than sample respondents. In diary purchase panels, information is
recorded at the time of purchase, eliminating recall errors.?? Information recorded by
electronic devices is accurate because it eliminates recall errors.
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The disadvantages of diary panels
include lack of representativeness, mat-
uration and response biases. They may
under-represent certain groups such as
minorities and those with low educa-
tion levels. This problem is further
compounded by refusal to respond and
attrition of panel members. Over time,
maturation sets in, and the panel
members must be replaced. Response
biases may occur, since simply being on
the panel may alter behaviour. Because
purchase or media data are entered by
hand, recording errors are also possible
(see Chapter 3).

Source: © George Disano/CORBIS

Electronic scanner services

The following example illustrates the nature and scope of electronic scanner services as
undertaken by A.C. Nielsen, which conducts consumer panel services in 18 countries
around the world.

A.C. Nielsen - the business economist at work?24

Most of A.C. Nielsen’s revenue comes from selling information on fast-moving consumer
goods (FMCGQG). This information is compiled either from scanner data obtained from thou-
sands of supermarkets, pharmacists and department stores, or from a 40,000-household
panel who electronically record every aspect of every goods purchase they made using that
item’s bar code.

Panel members go beyond their standard forms of analysing and presenting existing data
to more creative interpretations that attempt to tell the marketer something he or she does
not know. Often, creativity is valued more than sophisticated econometric techniques, as
illustrated in the following two examples.

Inventory and sales data are available on food store retail sales, so an inventory—sales
ratio can be calculated. This ratio had been increasing for several years up to 1992 when it
began to shrink. Yet it is generally accepted that the size of the average new store is
increasing, implying the need for additional inventories relative to sales. Coincidentally,
more sophisticated inventory management techniques have become especially prevalent in
food stores in recent years. Apparently, the ratio is being driven more by improved inventory
management than by the opening of new, larger stores. A discrete cause and effect cannot
be proven, but a linkage between the ratio and better inventory control mechanisms is
highly probable.

Consumer spending patterns in Asia are very difficult to analyse, given the paucity of
data available and the lack of data comparability across countries or spending components.
By calculating consumer spending on food as a share of total consumer spending, and then
ordering the results by per capita GDR a relationship becomes obvious. Poorer countries
spend proportionately more of their resources on food, around 50%. For middle-income
countries, this ratio slides from around 40% to 20%, and then holds steady near 20% for
the developed economies. The implication is that, as a country obtains a middle-income
status, because of this declining ratio, food sales will not grow as fast as other categories
of consumer spending.



Scanner data

Data obtained by passing
merchandise over a laser
scanner that reads the UPC
from the packages.

Volume tracking data
Scanner data that provide
information on purchases by
brand, size, price and flavour
or formulation.

Scanner diary panels
Scanner data where panel
members are identified by an
ID card, allowing information
about each panel member’s
purchases to be stored with
respect to the individual
shopper.

Scanner diary panels
with cable TV

The combination of a
scanner diary panel with
manipulations of the
advertising that is being
broadcast by cable TV
companies.

Example

Syndicated data from households

Although information provided by surveys and diary panels is useful, electronic scanner
services are becoming increasingly popular. The role of scanned data as a foundation to
developing sophisticated consumer databases is developed in Chapter 5. In this chapter we
examine scanned data as a distinct source of syndicated data. Scanner data reflect some of
the latest technological developments in the marketing research industry. They are col-
lected by passing merchandise over a laser scanner that optically reads the bar-coded
description (Universal Product Code, or UPC) printed on the merchandise. This code is
then linked to the current price held in the computer memory and used to prepare a sales
slip. Information printed on the sales slip includes descriptions as well as prices of all
items purchased. Checkout scanners, now used in many retail stores, are revolutionising
packaged goods marketing research.

Three types of scanner data are available: volume tracking data, scanner diary panels
and scanner diary panels with cable TV. Volume tracking data provide information on
purchases by brand, size, price and flavour or formulation, based on sales data collected
from the checkout scanner. This information is collected nationally from a sample of
supermarkets with electronic scanners. In scanner diary panels, each household member
is given an ID card that looks like a credit card. Panel members present the ID card at the
checkout counter each time they shop. The checker keys in the ID numbers and each item
of that customer’s order. The information is stored by day of week and time of day.?

Scanner diary panels with cable TV combine diary panels with new technologies grow-
ing out of the cable TV industry. Households on these panels subscribe to one of the cable
or TV systems in their market. By means of a cable TV ‘split], the researcher targets differ-
ent commercials into the homes of the panel members. For example, half the households
may see test commercial A during the 6 p.m. newscast while the other half see test com-
mercial B. These panels allow researchers to conduct fairly controlled experiments in a
relatively natural environment.

Scanner data are useful for a variety of purposes.?’” National volume tracking data can
be used for tracking sales, prices and distribution, for modelling, and for analysing early
warning signals. Scanner diary panels with cable TV can be used for testing new prod-
ucts, repositioning products, analysing promotional mixes, and making advertising
decisions, including budget, copy and media, and pricing. These panels provide market-
ing researchers with a unique controlled environment for the manipulation of marketing
variables. The following example gives a basic description of GfK’s BEHAVIORSCAN.

GfK BEHAVIORSCAN: Europe’s first experimental test market using
targetable TV

GfK’s household panel is demographically, nationally representative. It helps to answer
important questions such as: How successful will a new product be? Who are the pur-
chasers of a new product? How well does TV advertising drive sales? Which level of media
spending is optimal? Which TV ad copy is more successful at increasing sales? GfK cooper-
ates with all relevant outlets and all test stores utilise scanners. GfK personnel handle all
elements associated with the test, and execute promotions, price changes, handle product
stocking and check the test stores daily to ensure 100% distribution and no out-of-stocks.
Their three European test markets are:

1 Hassloch, Germany: 3,000 households with GfK ID card, 2,000 households with targetable
TV and 1,000 control households, TV Broadcasters: ARD, ZDF, Kabel 1, Pro7, Sat.1, RTL,
RTL2, VOX, Super RTL, Print: Horzu (with split-panel), daily newspapers, supplements.

2 Angers, France: 4,000 households with GfK ID card, 11 partner stores, TV broadcasters:
14 channels; TF1, France 2, France 3, Canal+, France 5, M6, Paris Premiére, Série Club,
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LCI, Eurosport, TMC Monte Carlo, MCM, Canal J, RTL9, Print: Femme Actuelle or Télé
Loisirs (with split-panel), Radio: 10 channels: Alouette, Chérie FM, Europe 1, Europe 2,
MFM, Nostagie, RFM, NRJ, RTL, RTL2, Postering, Cinema, Internet.

3 Le Mans, France: 4,000 households with GfK ID card, 9 partner stores, TV broadcasters:
14 channels; TF1, France 2, France 3, Canal+, France 5, M6, Paris Premiére, Série Club,
LCI, Eurosport, TMC Monte Carlo, MCM, Canal J, RTL9, Postering, Cinema, Internet.

Scanner data have an obvious advantage over surveys and diary panels: they reflect pur-
chasing behaviour that is not subject to interviewing, recording, memory or expert biases.
The record of purchases obtained by scanners is complete and unbiased by price sensitivity,
because the panellist is not required to be particularly conscious of price levels and changes.
Another advantage is that in-store variables such as pricing, promotions and displays are
part of the dataset. The data are also likely to be current and can be obtained quickly.
Finally, scanner panels with cable TV provide a highly controlled testing environment.

The quality of scanner data may be limited by several factors. Not all products may be
scanned. For example, to avoid lifting a heavy item, a sales assistant may use the register to
ring it up. If an item does not scan on the first try, the assistant may key in the price and
ignore the bar code. Sometimes a consumer purchases many flavours of the same item,
but the assistant scans only one package and then rings in the number of purchases. Thus,
the transaction is inaccurately recorded. Although scanner data provide behavioural and
sales information, they do not provide information on underlying attitudes and prefer-
ences and the reasons for specific choices.

Syndicated data from institutions

Audit

A data collection process
derived from physical records
or performing inventory
analysis. Data are collected
personally by the researcher,
or by representatives of the
researcher, and are based on
counts usually of physical
objects rather than people.

Example
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Retailer and wholesaler audits

As Figure 4.4 shows, syndicated data are available from retailers and wholesalers as well as
industrial firms (see the example of the work of German marketing research company GfK
at www.gfkms.com which conducts retail and wholesale audits in the following sectors: auto-
motive aftermarket, consumer electronics/brown goods, do-it-yourself, entertainment,
furniture, gardening, imaging photo, information technology, lighting products, luggage,
major domestic appliances/white goods, office equipment, optics, small domestic appli-
ances, stationery, telecommunication, wristwatches).

The most popular means of obtaining data from retailers and wholesalers is an audit.
An audit is a formal examination and verification of product movement carried out by
examining physical records or analysing inventory. Retailers and wholesalers who partici-
pate in the audit receive basic reports and cash payments from the audit service. Audit
data focus on the products or services sold through the outlets or the characteristics of the
outlets themselves.

Retail auditing for retailing information?®

In the USA in 1933, A.C. Nielsen pioneered food and drug indices to measure and under-
stand the performance and dynamics of product sales. The Retail Measurement Service of
A.C. Nielsen uses store audit data on product movement, market share, distribution, price
and other market-sensitive information in over 80 countries across six continents. Using in-
store scanning of product codes and store visits by auditors, sample and census
information is gathered across the food, household, health and beauty, durables, confec-
tionery and beverage industries.



International marketing research

Retail audit data can be useful to consumer product firms. For example, if Colgate-
Palmolive is contemplating the introduction of a new toothpaste brand, a retail audit can
help determine the size of the total market and distribution of sales by type of outlet and
by different regions.

Wholesale audit services, the counterpart of retail audits, monitor warehouse with-
drawals. Participating operators, which include supermarket chains, wholesalers and
frozen-food warehouses, typically account for over 80% of the volume in the area.

The uses of retail and wholesale audit data include:

® determining the size of the total market and the distribution of sales by type of outlet,
region or city;

assessing brand shares and competitive activity;

identifying shelf space allocation and inventory problems;

analysing distribution problems;

developing sales potentials and forecasts;

developing and monitoring promotional allocations based on sales volume.

Audits provide relatively accurate information on the movement of many different prod-
ucts at the wholesale and retail levels. Furthermore, this information can be broken down
by a number of important variables, such as brand, type of outlet and size of market.
Audits have limited coverage, however; not all markets or operators are included. In addi-
tion, audit information may not be timely or current, particularly compared with scanner
data. Typically, there is a two-month gap between the completion of the audit cycle and
the publication of reports. Another disadvantage is that, unlike scanner data, audit data
cannot be linked to consumer characteristics. In fact, there may even be a problem in
relating audit data to advertising expenditures and other marketing efforts. Some of these
limitations are overcome in computerised audit panels.

Industrial firms

These provide syndicated data about industrial firms, businesses and other institutions.
Syndicated data are collected by making direct enquiries to organisations, from clipping
services (see an example at www.romeike.com) to the analysis of corporate reports (see
example of corporate analysis of the telecoms market at www.insight-corp.com). Dunn &
Bradstreet’s International Business Locator (www.dnb.com) provides access to over 28 mil-
lion public/private companies in over 200 countries. After finding a business, the Locator
will provide key business data including full address information, line of business details,
business size (sales, net worth, employees), names of key principals, and identification of
this location’s headquarters, domestic parent company and/or global parent company.

Industrial firm information is useful for sales management decisions, including identi-
fying prospects, defining territories, setting quotas, and measuring market potential by
geographic areas. It can also aid in advertising decisions such as targeting prospects, allo-
cating advertising budgets, selecting media, and measuring advertising effectiveness. This
kind of information is useful for segmenting the market and for designing custom prod-
ucts and services for important segments.

International marketing research

A wide variety of secondary data are available for international marketing research.?
The problem is not a lack of data but the potential overabundance of information. The
international marketing researcher has to work through an array of potential sources to
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find accurate, up-to-date and relevant information. Evaluation of secondary data is even
more critical for international than for domestic projects. Different sources report different
values for a given statistic, such as the GDP, because of differences in the way the unit is
defined. Measurement units may not be equivalent across countries. In France, for exam-
ple, some workers are still paid a 13-monthly salary each year as an automatic bonus,
resulting in a measurement construct that is different from those in other countries.*® The
accuracy of secondary data may also vary from country to country. Data from highly
industrialised countries in Europe are likely to be more accurate than those from develop-
ing nations. Business and income statistics are affected by the taxation structure and the
extent of tax evasion. Population censuses may vary in frequency and year in which the
data are collected. In the UK, for example, the census is conducted every 10 years, whereas
in the People’s Republic of China there was a 29-year gap between the censuses of 1953 and
1982. This situation, however, is changing quickly. Several syndicated firms are developing
huge sources of international secondary data, as illustrated in the following example.

Example  Los Medios y Mercados de Latinoamerica (LMML)'

Started in 1994 by Roper Audits & Surveys Worldwide (www.roperasw.com), Los Medios y
Mercados de Latinoamerica (The Markets and Media of Latin America) is the largest multi-
national survey of media and consumer habits that is conducted in Latin America to
provide managers with important information for their marketing strategies. The study,
which is repeated every year, aims at tracking the development of media and consumer
habits in Latin America.

A recent multinational survey was conducted in 18 Latin American countries, including
Argentina, Brazil, Colombia, Mexico and Venezuela. It sampled 6,634 respondents
between the ages of 12 and 64. Its probability sample, representing urban as well as
rural Latin America, can be projected to 280 million people or 79 million households.

The research design for this survey involved two steps. First, the personal interview tech-
nigue was used to measure the variety of media, including newspapers, multinational and
local magazines, TV and radio. Then a 25-page self-administered booklet was passed to the
respondents to measure their product consumption and usage in over 100 categories and
800 brands. Demographic data gathered about the respondents included country/region,
age, sex, employment status, occupation, education, household size, annual household
income, car ownership, household goods owned and services taken. Subscribing compa-
nies can easily use these data, as the survey results are provided in a set of 14 printed
volumes, and also in computer database formats including an SPSS format.

l Ethics in marketing research

Possible ethical dilemmas exist when using internal or external secondary data. Some
ethical issues that are pertinent include:

® The unnecessary and expensive collection of primary data when the problem can be
addressed based on secondary data alone.

e Cutting corners through the use of only secondary data when primary data are
needed.

® The use of secondary data that are not applicable.

116



Internet and computer applications

® The use of secondary data that have been gathered through morally questionable
means.
e Compromising the anonymity of customer details held on databases.

As was discussed in Chapter 2, the unnecessary collection of expensive primary data
when the research problem can be addressed using only secondary data is unethical. In
this case, the researcher is using a more expensive method that is less appropriate.
Similarly, the exclusive reliance on secondary data when the research problem requires
primary data collection could raise ethical concerns. This is particularly true if the
researcher is charging a fixed fee for the project and the research design was not specified
in advance. Here again, the researcher’s profit goes up, but at the expense of the client.
The researcher is ethically obliged to ensure the relevance and usefulness of second-
ary data to the problem at hand. The secondary data should be evaluated by the criteria
discussed earlier in this chapter. Only data judged to be appropriate should be used.

Internet and computer applications

The World Wide Web as an online source of secondary data

The World Wide Web is a vital source of secondary data and intelligence for the market-
ing researcher. Given the global nature of the technology, the Internet is a vital tool for
the international marketing researcher. One can go directly to the websites of traditional
suppliers of secondary data from government or business sources. Many of those sites
also have inside search engines that sort data from the supplier’s internal database.
Information on the Web is of great value as generally it is current, though care must be
taken to note when web pages have been updated. It should be noted that not all sec-
ondary data on the Web is free. The Web may reveal the existence of data on a particular
subject or industry, but remember the costs involved in conducting quality research.
Hence the Web may be used to give an awareness and a ‘taste’ of secondary data but it
does not necessarily mean ‘free’ data.

Internal secondary data

Large organisations have intranets, which greatly facilitate the search for access to sec-
ondary data. The Coca-Cola Company (www.cocacola.com), for example, has
developed powerful intranet applications that enable Coca-Cola managers worldwide to
search for past and present research studies and a wide variety of marketing-related
information on the basis of keywords. Once located, the information can be accessed
online. Even sensitive and restricted information can be accessed by obtaining permis-
sion electronically. Visit www.intranets.com for a fuller description of intranet
technology, evaluations of software and an interactive tour.

External secondary data

As we have illustrated throughout this chapter, information can be obtained by visiting
various business-related sites that provide sales leads and mailing lists, business profiles
and credit ratings. Various newspapers, magazines and journals can be accessed on the
Web with excellent indexing facilities to locate particular subjects, companies and indi-
viduals. Government data for the European Community and for individual countries
through to regional and city councils can be accessed via the Web, though the quality
and quantity of data available through government sources can vary enormously.
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Online and syndicated sources of information

A substantial amount of face-to-face and telephone research in Europe has been
replaced by the cheaper option of online panel research in recent years through many
Western European countries.? With European data protection laws, other EU rules
such as the Distance Selling Directive and falling response rates, many commentators
predict more growth for online panels. It is worth examining the approaches used and
case histories of online panel research at www.him.uk.com, www.greenfieldonline.com,
www.lightspeedresearch.com and www.intelliquest.com.

For syndicated sources of information one can visit the home pages of the various
marketing research companies and providers of syndicated information. The A.C.
Nielsen home page at www.acnielsen.com is a good example. This site provides links
to various manufacturers and to various countries such as the UK, Canada and Spain.
Other good sources of syndicated data include Mintel, which can be reached at
www.mintel.co.uk, Euromonitor at www.euromonitor.com and Taylor Nelson Sofres
at www.tnsofres.com (it is worth working through the great array of marketing
research products they offer).

International secondary data

The Internet has emerged as the most extensive source of secondary information. The
utility of the Internet for the marketing researcher is further enhanced by the easy acces-
sibility and retrieval of information and the ability to cross-validate information from a
variety of sources. Most of the Internet links highlighted in this chapter allow for sec-
ondary data to be gathered from countries all over the world. Whilst necessarily we have
a focus on European matters, it is well worth visiting www.quirks.com. This website is a
most thorough source for information on marketing research, including case studies of
successful research projects and a comprehensive list of directories.
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In contrast to primary data, which originate with the researcher for the specific purpose
of the problem at hand, secondary data and intelligence are data originally collected for
other purposes. Secondary data can be obtained quickly and are relatively inexpensive.
They have limitations, and should be carefully evaluated to determine their appropriate-
ness for the problem at hand. The evaluation criteria consist of specifications, error,
currency, objectivity, nature and dependability.

A wealth of information exists in the organisation for which the research is being con-
ducted. This information constitutes internal secondary data. External data are
generated by sources outside the organisation. These data exist in the form of published
(printed) material, online and offline databases, or information made available by syn-
dicated services. Published external sources may be broadly classified as general business
data or government data. General business sources comprise guides, directories, indexes
and statistical data. Government sources may be broadly categorised as census data and
other data. Computerised databases may be online or offline. Both online and offline
databases may be further classified as bibliographic, numeric, full-text, directory or spe-
cialised databases.



Exercises

Syndicated sources are companies that collect and sell common pools of data designed
to serve a number of clients. Syndicated sources can be classified based on the unit of
measurement (households and consumers or institutions). Household and consumer
data may be obtained via surveys, diary purchase or media panels, or electronic scanner
services. When institutions are the unit of measurement, the data may be obtained from
retailers, wholesalers or industrial units. It is desirable to combine information obtained
from different secondary sources.

Several specialised sources of secondary data are useful for conducting international
marketing research. The evaluation of secondary data becomes even more critical, how-
ever, because the usefulness and accuracy of these data can vary widely. Ethical
dilemmas that can arise include the unnecessary collection of primary data, the use of
only secondary data when primary data are needed, the use of secondary data that are
not applicable, and the use of secondary data that have been gathered through morally
questionable means.

1 What are the differences between primary data,
secondary data and marketing intelligence?

10 To what extent should you use a secondary data
source if you cannot see any explicit objectives

attached to that research?

2 What are the relative advantages and disadvantages

of secondary data?

3 At what stages of the marketing research process can
secondary data be used?

11 If you had two sources of secondary data for a
project, the first being dependable but out of date,
the second not dependable but up to date, which

would you prefer?

4 Why is it important to locate and analyse secondary

data before progressing to primary data?

12 Evaluate the desirability of using multiple sources of
secondary data and intelligence.

5 How may secondary data be used to validate

qualitative research findings?

13 List and describe the main types of syndicated
sources of secondary data.

6 What is the difference between internal and external

secondary data?

7 How can intranet technology help in the location and
dissemination of secondary data?

14 Explain what an online panel is, giving examples of
different types of panel. What are the advantages

and disadvantages of online panels?

15 What is an audit? Describe the uses, advantages

By what criteria may secondary data be evaluated?

What criteria would you look for when examining the
design and specifications of secondary data? Why is
it important to examine these criteria?

and disadvantages of audits.

Exercises

1 Select an industry of your choice. Using secondary

sources, obtain industry sales and the sales of the
major firms in that industry for the past year.
Estimate the market shares of each major firm. From
another source where this work may have already

been completed, e.g. Mintel, compare and contrast

the estimates:

a To what extent do they agree?

b If there are differences in the estimates, what may
account for these differences?
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2 Select an industry of your choice. Write a report on

the potential growth in that industry and the factors
that are driving that growth. Use both secondary data
and intelligence sources to build your case.

You are a brand manager for Proctor & Gamble, in
charge of a shampoo brand. How would you use the
information available from a store audit? Ask another
student to play the role of marketing director. What
case would you make to the marketing director about
the value of investing in store audit information
related to shampoos?

Visit the Central Statistics Office Ireland website
(www.cso.ie/links/) and follow a link to the national
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Internal secondary
data and the use of
databases
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Objectives
After reading this chapter, you should be able to:

If all you do is stick to research in 1 describe the nature and purpose of internal
sources of secondary data;

an organlsatlon like thIS, then 2 describe how different technological developments

you ‘re dead rea[[y_1 have increased the array of internally generated
secondary data;

3 understand how databases are developing into
powerful means to understand consumer
behaviour through ‘electronic observation’;

4 understand how databases support traditional
forms of marketing research to build up
behavioural and attitudinal ‘pictures’ of target
markets;

5 understand how geodemographic information
systems can help in integrating data sources and
in the graphical display of findings in a
non-statistical manner;

6 describe how the link-up of different databases
and survey data can be developed through the use
of datawarehouses and be analysed through data
mining techniques;

7 understand international data capture issues;

8 understand the ethical problems of having
individual consumer data held on databases.

STAGE 4
Fieldwork or data
collection




Overview

Overview

Marketing research as a function does not support marketing decision making in isola-
tion. As discussed in Chapter 1, it is seen by many industry commentators as a
component of strategic marketing intelligence. Many information technology and
system advances have been made in recent years that have fundamentally changed the
way that marketing decisions are supported. For example, significant developments in
database technology have meant that scanning systems in retail stores, loyalty card data,
store panel data and survey data can be fused together to present very clear and up-to-
date ‘pictures’ of consumers. As well as giving direct support to the marketer, these
systems give more focus to marketing research activity and direct support to many
stages of research.

This chapter describes how internal secondary data and databases have developed to
make major impacts upon how decision-makers are supported. The data collected and
analysed through database marketing can be seen as secondary data sources. As with all
good secondary data sources, they have a major impact upon the conduct and direction
of primary data collection, analyses and interpretation. There are also many ethical
issues related to utilising internally generated customer data and the use of databases.

We introduce our discussion with an example of the use of databases. Databases gener-
ated within companies or bought in from specialist sources are primarily viewed as a
tool to generate direct sales and target promotion activities. However, internally gener-
ated customer databases are a secondary data source of value to marketing researchers.
Technological developments in the collection, analysis and presentation of data present
great opportunities to researchers. There are also potential conflicts with the core prem-
ise of anonymity in marketing research. The following example illustrates how a
customer database can reveal behavioural characteristics of customers, valuable infor-
mation to decision-makers in its own right. From an understanding of who Homebase’s
customers were and how they were behaving, marketing research could be designed to
understand the underlying motives for this behaviour. The database analysis acted as an
excellent foundation of a research design in deciding who to research and what issues to
focus upon.

Example Database mining meets marketing research?

The Save and Spend loyalty card of DIY retailer Homebase helped to create a database of
more than 4 million active customers and their sales transactions. Homebase could see
there were many different types of purchase patterns emerging and asked its marketing
research agency for help to understand them. The database told it where people lived and
what they were spending, but not things like what sort of house they lived in or their atti-
tudes towards DIY. If Homebase could understand what lay behind patterns of DIY
purchasing behaviour for customer types, it could use this information to target its advertis-
ing and promotions. Data from store exit surveys were overlaid onto purchasing behaviour
from the database. Factors such as the frequency of store visits dominated a base level of
segmentation. Statistical modelling then revealed the importance of factors such as dis-
tance to store, lifestage and attitudes. This resulted in a clear and actionable segmentation
approach. For example, from taking one segment of people looking to decorate their homes
in a period style, and overlaying that on the level of disposible income, strong differences
were found between men and women. Advertising and promotions could then be tailored to
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three core types of cardholder: those who dislike DIY and just want value for money; those
doing DIY for recreation; and those who want to distinguish their property and hence want
the latest gadgets. Homebase calculated that the project enabled it to generate £10 return
for every £1 marketing spend.

Internal secondary data

Operational data
Data generated about an

organisation’s customers,

through day-to-day
transactions.

124

Chapter 4 described the nature, purpose and value of secondary data to marketing
researchers. A vital source of secondary data comes from within organisations that com-
mission marketing research, namely internal secondary data. These data are generally seen
as being ‘operational data) i.e. data that represent the daily activities and transactions of a
business. Daily transactions may be held in different departments such as sales, accounts
or human resources and stored in different manners. The use of operational data has pre-
sented opportunities to researchers for as long as businesses have been recording their
daily transactions. Even in the days of transactions being recorded manually, it has been a
task for marketing researchers to track down different sources of data and analyse them.
Locating and analysing internal sources of secondary data should be the starting point in
any marketing research project. The main reasons are that, as these data have already been
collected, there are no additional data collection costs, there should be no access problems
(though individual managers may make access difficult for personal or political reasons)
and the quality of the data should be easier to establish (in comparison with externally
generated data).

Most organisations have a wealth of in-house information even if they are not market-
ing or customer focused, so some data may be readily available. For example, imagine a
timber merchant that sells wood to builders and cabinetmakers. It creates invoices for all
its sales. Its accounts department handles this process and maintains the data that it gen-
erates. Yet, there exists much consumer behaviour data in these invoices. They could be
analysed by:

What products customers buy.

Which customers buy the most products.

Which customers repeat purchases.

Which customers appear only when there are special offers.

Where these customers are located.

How these customers pay — by cash or credit.

Which customers are the most profitable.

Seasonal patterns of purchasing behaviour by product types and customer types.

There may also be data that relate to promotional activities such as spending on advertis-
ing, trade fairs, sponsorship deals or personal selling. The researcher could look for details
of spending in these areas and seek correlations with any of the analyses of customer
behaviour. The task facing the marketing researcher is to search for such data, conduct
analyses and present these to decision-makers to interpret. Such a process may focus the
thoughts of decision-makers, by realising the potential that lies in these data. With this
focus, other types of operational data and their value may be realised, managers in other
parts of the organisation may release data that they guarded, and connections to sources
of intelligence may be generated. Here lies the basis of generating clearly focused primary
data collection, and effective marketing research.



Example

Customer database

A database that details
characteristics of customers
and prospects that can
include names and
addresses, geographic,
demographic and buying
behaviour data.

Internal secondary data

More marketing decision-makers have realised the benefits of analysing customer data.
This realisation and technological developments in collecting, analysing and presenting
customer data have given birth to a concept known as customer relationship management
(CRM). The growth of CRM has emerged from the use and subsequent integration of
various direct marketing channels (direct mail, telemarketing) and the rise of e-business,
e-communication and the increasing use of the Internet as a conduit for customer care
and sales.®> The main challenge of implementing CRM is to integrate customer data from
the post, telephone, personal visits and the Internet into a central database so that it holds
all transactions and contacts with each customer allied with the ability to update the data
constantly and to access it immediately whenever necessary.* An illustration of the use
and effect of CRM is presented in the following example.

Getting to know clients lifts profits®

The principles of CRM are simple. Businesses gather accurate information about customers
and prospects. Having identified the customers or segments that account for the highest
profits, they devise marketing strategies that differentiate between different groups. Greater
resources are focused on higher value customers. Every opportunity is used to amass addi-
tional information about each client to personalise sales messages and build a closer
relationship.

When Mercury Asset Management began to experiment with CRM, it was able to demon-
strate that 59% of its profits came from 1% of its customers. Over six months it moved from
having a standard type of literature for all its customers and prospects to no fewer than
7,700 types of literature. Digital printing made this personalisation relatively simple. The
first stage of this personalisation process was the compilation of comprehensive informa-
tion about customers.

Many companies see the benefits of compiling comprehensive information about their
customers and invest great amounts in developing and maintaining a customer database.
The customer database for many companies is used to drive all marketing strategies.
Customer data can be created by companies from past records, promotional devices such as
competitions or direct response advertising. The database is used to stimulate marketing
activities, and the response from these activities is fed back to improve and update it.
Database marketing is a circular activity where every iteration improves the total value of
the database. So, when consumers ‘hook up’ to an online company, through their PC, their
TV or even their mobile phone, they help to develop the customer database.® They supply
personal details, their choice of products or services and their means of payment. From the
knowledge gained from these transactions, new targeted offerings can be formulated, and
the nature of the customers’ response can be recorded. As the decision-maker learns more
about the customers from transaction data, the awareness of gaps in knowledge becomes
more focused. Where those gaps cannot be filled with transaction data, the marketing
researcher plays a vital role in the generation and interpretation of bespoke primary data.
In the development of good research design, the customer database can be seen as a
resource to the marketing researcher when conducting internal secondary data searches.

There is a whole array of different means to capture electronically customer transaction
behaviour and even potential customers through their search for information to buy serv-
ices and products. It is beyond the scope of this text to describe the array of CRM
technologies, Internet trading and online business. We therefore will just concentrate on a
concept introduced in the last chapter, concerning scanned data. From a basis of scanned
data we illustrate how other data sources, including primary data from marketing research
studies, can be integrated. This serves as a link to examine how decision-makers and
researchers make sense of the masses of customer data that may be collected.
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Scanning devices

Scanning device
Technology that reads the
UPC from merchandise by
passing it over a laser

scanner.

One of the most fundamental technological breakthroughs that has allowed the monitor-
ing of product sales has been the bar code. With scanning devices to read bar codes we
now have the ability to count and analyse sales quickly. If a new product is launched, scan-
ning data can monitor sales on a daily basis, breaking down the sales by advertising region
and the type of outlet. The scanning device is an electronic means of observation.
Consumers do not answer any questions, do not identify themselves; they merely enjoy
the benefits of supermarket queues moving far more quickly compared with the days of
checkout assistants manually entering the prices for individual goods.

What product bar codes and scanning devices do not do is classify consumers.
Classification is fundamental to marketing research, marketing segmentation techniques
and ultimately a vast array of marketing decisions. Is the new brand of yogurt more popu-
lar with younger age groups compared with older groups? Have more Calvin Klein shirts
been sold to male or female buyers? The following example of the Tesco loyalty card illus-
trates perhaps one of the most sophisticated means of understanding the characteristics of
consumers and of linking their characteristics to their purchasing behaviour. When con-
sumers sign up for a loyalty card, they supply Tesco with personal details that enables
them to be classified in a number of manners. Using their loyalty card when making a
purchase allows Tesco to make the link between what has been bought with who made the
purchase. The example shows what impact this means of electronic observation had upon
the performance of Tesco.

Relating customer data to scanning systems
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Tesco Clubcard?

On 13 February 1995, the face of retailing in the UK started to change, with the national
rollout of Tesco’s loyalty scheme, the Clubcard. It began as an attempt to maintain market
share by sustaining and developing the value of Tesco’s customer base against the then
market leader Sainsbury’s and fending off threats lower down the grocery food chain, from
price cutters such as Asda. The Clubcard enables it to track £4 out of every £5 spent in its
stores and helped to transform its entire retail strategy, helping it to leapfrog over
Sainsbury’s to be the market leader. The Clubcard has 10 million active members and gen-
erates more than £100 million in incremental sales every year. The primary reason for its
success is the rich seam of data it provides for the chain. This, says a Tesco spokesman,
‘helps us to understand what customers want and develop products and services that are
relevant’. The transactional data generated by Clubcard gives Tesco almost unparalleled
customer insight. This, combined with the intelligence generated from the past use of the
data, makes it one of the most successful schemes of its sort. The card is helping Tesco
stay well ahead of its rivals and has been instrumental in winning £1 out of every £8 spent
nationally and helping it break the £2 billion profit barrier.

The essence of the Tesco example is that the scanned data of products sold in Tesco’s
stores is linked to known customers: the system links customer identification to product
usage. Any promotional offers, competitive activity, new product offerings, discounts,
where to locate a new store, to name but a few marketing activities, can be analysed and
related to classifications of customer. Many businesses have seen the transformation in the
fortunes of Tesco and have tried to replicate the performance through the introduction of
their own loyalty card schemes.



Loyalty card

At face value, a sales
promotion device used by
supermarkets, pharmacists,
department stores, petrol
stations and even whole
shopping centres and towns
to encourage repeat
purchases. For the marketing
researcher, the loyalty card is
a device that can link
customer characteristics to
actual product purchases.

Relating customer data to scannng systems

The loyalty card is the device that supermarkets, pharmacists, department stores,
petrol stations and even whole shopping centres and towns have developed in order to
link customer characteristics to actual product purchases.

The loyalty card may be offered to customers as they make a purchase in a store. They
normally complete an application form which may include their name and address,
demographic details, household details, media usage and even some lifestyle characteris-
tics. Once the customers use their loyalty cards, the products they have purchased are
scanned and a link can be made through the ‘swiped’ card to their characteristics that can
then be related to the scanned data of their product purchases. In return, the customers
earn ‘points’ for their total spend and may earn additional points for buying particular
products. The points gained may be redeemed for cash, additional purchases or even
goods and services in other retailers or restaurants.

From the marketing decision-makers’ perspective, many benefits accrue from a loyalty card
and product scanning system. The following list summarises the benefits to the marketer:

1 Profiles of customers can be built up. The types of individual that are being attracted to a
store can be monitored. The returns and contributions made by particular types of
customer can be measured. Profiles of the ‘ideal’ customer type can be built up, and
plans developed to attract that type of customer.

2 Products used and not used. The types of product that are being bought or not bought
can be monitored. From the customer profile, other types of product can be added to
the range offered. Cross-selling of related products can be undertaken. Linked to the
customer profile, actual customer behaviour can be understood more fully.

3 Communications that have worked and not worked. Merchandising displays, money-off
coupons, three for the price of two, or a clip-out coupon from a local newspaper, for
example, can be linked to individuals and products. The effectiveness of particular
types of communication for particular types of consumer can be developed.
Reassurance that the customer has made the right decision can be given where the size
of purchase warrants it.

4 Distribution methods can be tailored. Certain customer types may prefer the conven-
ience of a small store that they visit more than once a week for small purchases of
‘staple’ goods. Other customer types may shop once a month for the total household.
Retailers can have different shop formats for different customers, may develop home
delivery programmes or even develop Internet shopping systems.

The above four factors interact to allow marketing decision-makers to redefine their
market(s) and the offerings they make to those markets. The iteration of target market defi-
nition and marketing mix tailored to those markets is at the heart of strategic marketing.

From the marketing researchers’ perspective, many benefits also accrue from a loyalty
card and product scanning system. The following list summarises the benefits to the mar-
keting researcher:

1 One big laboratory. Experimental methods will be described in Chapter 11, but, in
essence, the monitoring of customers, markets and interrelated marketing mix activi-
ties allows for many causal inferences to be established. For example, what is the effect,
and upon whom, of raising the price of Hdagen Dazs ice cream by 10%? What is the
effect of inserting a cut-out coupon to give a discount on after-sun lotion, placed in
Cosmopolitan magazine?

2 Refining the marketing process. With time series of responses to planned marketing
activities, statistical models of consumer response can be built with associated proba-
bilities of a particular outcome. Likewise, models of the consumers over their lifetimes
can be built. Again, statistical models can be built with associated probabilities of par-
ticular types of product being bought at different stages of a consumer’s life.
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3 Developing a clear understanding of ‘gaps’ in the knowledge of consumers. The scanner

and loyalty card electronically observe behaviour but do not encapsulate attitudinal
data. The nature and levels of satisfaction, what is perceived as good-quality service, or
what brand image is associated with a particular brand of vodka are examples of attitu-
dinal data. The use of the database helps to identify target populations to measure and
the attitudinal data that need to be collected. In all there can be a much greater clarity
in the nature of primary marketing research that tackles attitudinal issues.

4 Linking behavioural and attitudinal
data. If attitudinal data are elicited
from consumers, the data gathered
can be analysed in their own right.
It is possible, however, to link the
gathered data back to the behav-
ioural data in the database. The
term ‘fusing’ the data from different
sources is used. The key to fusing
lies in identifying individual respon-
dents so that one large dataset is
built up. The notion of fusing
together databases and survey data
from different sources is at the heart
of building a strong understanding
of consumers. The analytical power
that emerges from linking behav-
ioural and attitudinal data has been
realised by SPSS as illustrated in the
following example.

Source: © Science Photo Library

The art of SPSS8

The days of pure data processing are over at SPSS. The company has embarked on a strat-
egy to combine the art of working with massive amounts of transactional data, which
provide insight into the behaviour of consumers, with the art of working with attitudinal
insights, which are typically derived from marketing research. The combination of database
analytics and marketing research results in what SPSS calls predictive analytics. The soft-
ware company decided to take this route when it realised that, for decades, the craft of
analysing transactional data was wrongly separated from the marketing research profes-
sion. In many companies’ headquarters, the departments dealing with data mining and
CRM were strictly separated from the other field of providing business intelligence: market-
ing research. SPSS sees huge opportunities in this convergence both for its clients and for
itself. It has started to develop software products that embody this convergence between
transactional data analysis and marketing research. SPSS has several products that
embody the convergence of database analytics and marketing research, such as Predictive
Text Analytics. This application enables companies automatically to process large volumes
of answers to open-ended questions, collected through surveys, and combine these with
transactional data as well as analyses of a company’s own call centre transcripts.

The benefits listed above show why many marketers and marketing researchers welcome
the power of building an iterative customer database, through scanned product purchases
and knowledge of customers who make those purchases. There are drawbacks, however,
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that focus on the nature of the ‘loyalty card’ Loyalty card schemes may be viewed more as
a sales promotion technique in much the same manner as giving trading stamps, a divi-
dend or coupons to be redeemed after a period of saving rather than as a means to
capture customer data. Many loyalty schemes fail because they have been founded upon
short-term goals and do not capitalise on the consumer insight generated through analy-
sis of the data. Loyalty cards should not be seen as a short-term means to boost sales,
because, compared with other sales promotion techniques, they incur huge operating
costs. Proficient companies that use loyalty cards do so to identify profitable consumers
and their needs and tailor the entire shopping experience to them, rather than merely
deliver discounts to bargain-hungry fickle consumers.’

There are few questions about the huge costs involved in developing and administering
loyalty card schemes. For many retailers, however, the investment allows many marketing
and marketing research benefits to be realised. It is only when viewed in the light of offer-
ing strategic decision-making power and a complement to an integrated marketing
information system that such an investment makes sense. One means of integrating
scanned data with knowledge of customers, and of presenting the relationships and analy-
ses in a spatial manner, is through the use of geodemographic information systems.

Geodemographic data

Geodemographic
information system (GIS)
At a base level, a GIS
matches geographic
information with demographic
information. This match
allows subsequent data
analyses to be presented

on maps.

Thematic maps

Maps that solve marketing
problems. They combine
geography with demographic
information and a company’s
sales data or other
proprietary information.

One of the main elements of database power illustrated in the preceding section is the
linking of different data sources from both scanner data and customer databases. The
ability to create those links and to display analyses graphically has been achieved with the
development of geodemographic information systems (GISs). At a base level, a GIS
matches geographic information with demographic information, allowing analyses to be
presented on thematic maps. This base can be built upon with data from customer data-
bases, databases from other sources and surveys. The combined data again can be
presented on maps and in conventional statistical tables.

The geographic dimension is vital as a base to the system. Growing up and living in dif-
ferent geographical locations has an effect upon what we buy and the nature of our
lifestyle. Look at the huge diversity of consumers around Europe! It is easy to see differ-
ences in consumers and their spending habits, between countries and regions within
countries, between cities and towns and areas within a town, and even between different
sides of a street. These differences emerge from a variety of factors. The following list
summarises the main factors, using extreme examples in places. With closer analysis, more
subtle differences can be seen which will be illustrated later in this chapter.

1 Physical geography and climate. Consumers living in hot Mediterranean climates in vil-
lages close to the sea may have many different needs and wants compared with
consumers in Scandinavian inner cities.

2 Economic history, working opportunities. Consumers who are primarily semi-skilled,
working in a declining manufacturing sector, may have many different needs, wants
and spending priorities compared with those in a region that attracts recent graduates
to work in a burgeoning financial services sector.

3 Political and legal differences. Locations with a history of political and legal domination
can affect the types of property and subsequently the types of people who live there.
The differences may be national, e.g. with policies that encourage state ownership of
property, or tax breaks and discounts so that a rented property may be bought by its
tenant. The differences may be regional, e.g. a local council may have structural plans
to allow the building of new housing estates for families on greenfield sites on the out-
skirts of cities.
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4 Demographic make-up. Regions made up of consumers living in predominantly retire-
ment areas, such as seaside towns, will have many different requirements from regions
that are heavily populated with single young people.

5 Infrastructure links. Infrastructure can include the means of travelling around an area as
well as the nature and quality of leisure, sports and shopping facilities. Areas with dif-
ferent levels and quality of infrastructure attract different types of consumer. Families
with two cars who can comfortably drive to facilities have different needs and wants
when compared with individuals living alone who own a bicycle but not a car.

6 Property types. In different locations particular styles of property may dominate: flats
rather than houses, multi-storey rather than low-rise, detached rather than terraced,
bungalow rather than house. The type, size, quality and costs of property within an
area attract different types of consumer.

Thus, differences can be seen between geographic locations that affect the lifestyle of resi-
dents, the array of products and services they buy, their ability to buy different types of
products and services, and their hopes, fears and aspirations. The founding premise of a
GIS is that the type of property a consumer lives in says much about the consumer’s
lifestyle and consumption patterns. Property type also encapsulates the other five factors
that discriminate between consumers living in different geographic regions. For example,
consumers living in small one-bedroom flats over shops in a city centre will tend to have
very different lifestyles and consumption patterns from those living in large detached
rural properties. Consumers in different property types have different propensities or
probabilities of buying particular goods and services and of undertaking activities that
make up their lifestyle. They also have different propensities to use and be exposed to dif-
ferent types of media.

From a marketing decision-making perspective, geography also plays a vital role.
Knowing where one’s consumers are located affects the means and costs of distribution.
For example, should a retail outlet be built to gain the most returns? Which customers will
have to pass our competitors in order to get to us? What features and facilities should the
outlet have? The location of consumers also affects the means to communicate with them.
Are consumers dispersed over a wide area or tightly clustered together? Do they read the
same type of newspaper or magazine? Do they watch the same TV programmes or films at
the cinema? The following example of Fred Olsen Cruise Lines illustrates how the firm
used geodemographic analyses; it also reveals the links from the firm’s customer database
to its survey work.

Crusing for customers'?

Founded in 1848, Fred Olsen Cruise Lines (www.fredolsencruises.com) has built a reputa-
tion for luxurious voyages in ships that are smaller and more intimate than the norm. With
some extremely loyal customers, until recently it required little in the way of marketing to fill
the relatively small number of cabins available during the cruising season. This all changed
with the launch of Braemar in 2001 and increased competition from P&O, Cunard and
Carnival. The company has invested in means to create greater customer insight through its
customer database, website and marketing research practices. Geographic analysis has
helped to pinpoint locations to target for prospective customers. The company has selected
catchments around travel agents to target by direct mail. If it runs a ‘cruise evening’ then it
does targeted mailing to publicise it. Depending upon where customers are located, possi-
ble attendees of exhibitions are also selected by location and other segmentation criteria
and mailed or emailed with free ticket offers. The company’s website works directly with the
customer database so that segmentation codes and other preference data can be used to
target returning customers with cookie-based personalised offers on the home page. In the



Geodemographic
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This groups consumers
together based on the types
of neighbourhood in which
they live. If a set of
neighbourhoods are similar
across a wide range of
demographic measures, they
may also offer similar
potential across most
products, brands, services
and media.

Geodemographic data

future, customers will be able to update their own preferences, including preferred contact
channel, online. Though the company already keys in data from post-cruise questionnaires,
another goal of the site is to gather extra personal attributes each time a customer visits
and also to perform short surveys. Overall, the site helps to give a much deeper under-
standing of why customers respond to the Fred Olsen offerings.

A map therefore forms the foundation of a GIS — a map that can identify all properties
in a country, all roads, shopping centres and major facilities in towns and cities. On top of
a base map can be laid a range of statistical measures. They typically originate from a
number of sources and have the common feature of being able to relate to a specific post-
code or zip code. An example of such a system is one produced by Experian
(www.experian.com.) It has developed systems specifically tailored for a number of coun-
tries throughout the world. The sources and details of data available in each of the above
countries differ, as does the legislation that determines what can be stored and analysed
on databases. Typically for each country, statistics can be gathered and used to develop
individual GISs based upon census data, postal address files, electoral registers, consumer
credit data, directories of company directors, mail order purchase records, car registra-
tions and data on access to retail outlets.

From the data collected, the purpose is to classify consumers on a geodemographic
basis. Experian defines a geodemographic classification as follows:

Geodemographic classification groups consumers together based on the types of neighbour-
hood in which they live. If a set of neighbourhoods are similar across a wide range of
demographic measures, they will also offer similar potential across most products, brands,
services and media.

With the variables chosen for a particular country, i.e. the types of data that are available
to build a GIS, cluster analyses are performed (Chapter 23 details the nature and purpose
of cluster analysis). These analyses help to create consumer classifications, based upon the
types of property the consumers live in and the propensity of consumers to have certain
lifestyles and behave in particular manners. The analyses ensure that each of the descrip-
tions used is reasonably homogeneous in terms of demographic measurements and
consumer behaviour. As well as being able to discriminate and describe distinctive groups
of consumers, the analyses have to produce ‘pictures’ of consumers that are meaningful to
marketing decision-makers.

Experian has also produced ‘Mosaic Global’ as a consistent segmentation system that
covers over 284 million of the world’s households. It is based on the proposition that the
world’s cities share common patterns of residential segregation. Each country has its ghet-
tos of Metropolitan Strugglers, suburbs of Career and Family, and communities of
Sophisticated Singles. In terms of their values and lifestyles, each type of neighbourhood
displays strong similarities in whichever country it is found. Using local data from 16 coun-
tries and statistical methods, Experian has identified 10 distinct types of residential
neighbourhood, each with a distinctive set of values, motivations and consumer prefer-
ences, which can be found in each of the countries. Mosaic Global uses the data from the
national Mosaic classification systems for the following countries: Australia, China
(Beijing, Guangzhou, Shanghai), Denmark, Finland, France, Germany, Greece, Hong Kong,
Ireland, the Netherlands, New Zealand, Norway, Spain, Sweden, the UK and the USA.

The resulting analyses have produced a classification of 10 main consumer types.
Table 5.1 lists these types and the percentages of each type in the populations of Australia
and Sweden. The following example describes characteristics of the Mosaic Global group
labelled as Sophisticated Singles.
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Table 5.1 Mosaic Global classification of the global, Australian and Swedish populations

Classification descriptor % of global % in Australian % in Swedish
population* population population
Sophisticated Singles 7.90 10.40 4.34
Bourgeois Prosperity 9.20 22.40 18.61
Career and Family 8.60 3.50 7.13
Comfortable Retirement 2.90 2.00 2.54
Routine Service Workers 9.30 3.80 11.40
Hard Working Blue Collar 10.90 18.90 5.59
Metropolitan Strugglers 18.50 5.00 26.02
Low Income Elders 6.20 4.20 10.25
Post Industrial Survivors 12.20 16.80 2.89
Rural Inheritance 14.60 13.30 11.22

* The countries where Experian is able to access data and build its groups.

Sophisticated Singles

Sophisticated Singles contains young people, mostly single and well educated, who posi-
tively enjoy the variety and stimulation afforded by life in large cities. Typically international
in their outlook and with a rich network of personal contacts, they are quick to explore and
adopt new social and political attitudes and are important agents of innovation, in terms of
both lifestyles and the adoption of consumer products. Most are at the stage of their lives
when the development of ‘human’ capital, i.e. skills, contacts, knowledge, continues to take
precedence over the maximization of their incomes or indeed the accumulation of financial
assets and much of their income is spent on ‘experiences’, such as entertainment, eating
out, travel, books and magazines, rather than on equipment. They exhibit a variety of house-
hold arrangements and typically marry and have children late in their lives. Such people
gravitate towards the smarter downtown areas of major cities where they spend short peri-
ods of time living in small, rented apartments.

With a GIS, it is possible to pinpoint where the Sophisticated Singles are in any of the
countries analysed, whether they are clustered in particular regions or cities, or whether
they are dispersed. From Table 5.1 differences between the countries in the distribution of
groups are clearly seen. If one were to dig deeper within each country there would be clear
differences in the proportions of these groups between cities and regions. From these clas-
sifications and the data that can be added from other databases, models of consumer
behaviour can be developed. Customers can be mapped out to see how far they live from a
retail outlet or to see whether they pass a competitor’s store to reach a retail outlet. The
profile of customers that a company has can be compared with national, regional or city
profiles. Data that are captured on customer databases can be mapped out. For example,
the ABN AMRO bank can map out which customers have responded to an offer to take
out a personal loan at a discounted rate, as well as building up a profile of those who
respond. The following example illustrates how Experian’s data and systems are merged
with customer databases.
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Building long-lasting partnerships for Parfiimerie Douglas

Parfimerie Douglas is the largest subsidiary of the Douglas Lifestyle Group in Germany. It is
the market leader in retail perfumery in Europe, with more than 430 stores in Germany and
a further 300 in the Netherlands, Italy, Austria, France, Switzerland, Spain and Portugal.
Retail perfumery is a highly competitive market with little customer brand loyalty. The chal-
lenge facing Parfiimerie Douglas was to maintain its market leadership and achieve its
growth ambitions by encouraging greater customer loyalty and increasing average customer
spend. Parfiimerie Douglas launched its loyalty card in 1995 and by 2001 had issued 1.4
million cards. Since the card's inception, Experian has partnered with Parfimerie Douglas,
merging the data generated from the card with its data and systems to provide a full-service
account processing function. The Douglas card has met the company’s objectives with
regard to customer loyalty, sales per customer, payment security and bad debt manage-
ment. Douglas had its account processing system already in place when German
regulations regarding discounts were liberalised in 2001. This gave it an advantage over its
competitors by having the ability to test market special offers and discounts through the
card’s existing database.

In addition to customer behaviour being added to the GIS, survey data can also be
added. The key that would link the survey to the customer database may be either a
named customer or a postcode. The following example illustrates a major survey that
utilises the power of Experian’s Mosaic to enable more detailed analyses of target markets.
Table 5.2 illustrates and provides links to a number of established and well-respected sur-
veys that connect to and use geodemographic classifications to generate more insightful
analyses of target markets.

Table 5.2 Example of marketing research surveys that are linked to geodemographic classifications

(www.mori.com)

Marketing research survey Markets covered Linked geodemographic classifica-
tions

FRS — NOP’s Financial Research Survey Financial Acorn (www.acorn.caci.co.uk)
(www.gfknop.co.uk)

MFS — MORI’s Financial Survey Financial Mosaic (www.experian.co.uk),

CAMEO (www.eurodirect.co.uk)

TNS — Taylor Nelson Sofres’ Superpanel Fast-moving consumer goods Acorn (www.acorn.caci.co.uk)

Example

The MORI MFS Continuous Tracking Survey

The MFS (www.mori.com) Continuous Tracking Survey is widely syndicated to many of the UK's
leading banks, building societies, insurance companies and other organisations operating in
the personal finance sector. All major markets are measured and the questionnaire is con-
stantly updated to reflect developments in this rapidly changing sector; 2000 different adults
are interviewed each fortnight in-home, face to face, by MORI’s fieldforce. Quotas are set to
reflect the British population by age, sex, class and region. This large annual sample size of
48,000 enables detailed analyses to be run. The types of questions asked by the MFS
Omnibus cover the following topics: credit cards, personal loans, life & pensions, technology
tracker, current accounts, general insurance (home & motor, pet, travel & medical), future buyer
behaviour, savings & investments, loyalty/store cards. All MFS respondents are postcoded and
therefore geodemographic analyses can be run against any group of respondents. This can
then be compared with clients’ own marketing database for any industry classification.
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In this example, an insurance company can map out who bought a new policy from it.
It may be able to profile and map out the types of individual who bought different types
of financial services beyond insurance. The company may be interested about the levels of
satisfaction related to the different financial service companies used by the respondents.
The results of the survey can be analysed by the different Mosaic classifications, and levels
of customer satisfaction can be mapped out. Additional purchases of insurance related to
satisfaction or customer loyalty can be captured. It can be seen from the above that
through the use of a GIS, profiles of target markets, measures of the success of marketing
decisions and the means to model consumer behaviour can all be achieved. Graphical rep-
resentations can be made of customers’ behaviour, their attitudes and their levels of
satisfaction. Using these data, the insurance company additionally has the potential to
measure the propensity of potential customers in new locations to buy particular types of
insurance policy and other financial services. Using the Mosaic Global classification, the
propensity of potential customers could lead to new locations throughout the world.

Linking different types of data

Figure 5.1
Methods of segmenting
markets
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The previous example illustrated how different types of data can be merged and mapped
out to represent customer characteristics. One of the main applications of collecting cus-
tomer data from different sources and linking the data together would be to perform
segmentation analyses. Examining the means by which target markets can be segmented,
it is clear to see that the five methods as illustrated in Figure 5.1 can be individually
utilised or combined to build clearer ‘pictures’ or profiles of target consumers.

Figure 5.1 gives examples of where data may be obtained from, to help build up profiles
of customers and markets. In the example of ‘psychographics’ or lifestyle measurements,
data may be generated from electronic point of sale (EPOS) systems or surveys. In the case
of the EPOS collection, the purchasing of particular types of products can indicate char-
acteristics of a lifestyle. In a more direct manner, questions in a survey can help to build a
profile of lifestyle behaviour. In its own right, ‘lifestyle’ can be a valid means of segmenting
a market, perhaps positioning products and services to consumers who aspire to a partic-
ular lifestyle. However, being able to combine demographic measurements, broader
behavioural characteristics and a knowledge of where these consumers live helps to build
a ‘picture’ of consumers that facilitates strong marketing decision-making support.

Figure 5.1 indicates that as one moves from the demographic through to psychological
characteristics the measurement process becomes more difficult. Putting aside the differ-
ences in techniques to capture ‘demography’, ‘behaviour’ or ‘psychology’, what is being
captured becomes more difficult as one moves towards psychological variables. If one

Segmentation methods
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considers psychological variables that are vital to marketing which could be captured,
examples such as satisfaction, loyalty, trust and quality are not as easy to capture as ques-
tions such as gender, age or where one lives. Chapter 12 will explore the concept of
measurement in more depth, but at this stage consider what ‘satisfaction’ actually means,
and then the problems of measuring that concept in a valid and consistent manner.

Conversely, as the measurements become more difficult to conduct, they add more to
the ‘picture’ of consumer and market profiles. To say that a market is primarily female,
aged between 25 and 40 and lives in a detached property with a mortgage starts to build a
‘picture’ of target consumers. To add details of their media behaviour, the array of prod-
ucts and services they buy, characteristics of their lifestyle and their expectations helps to
build up a rich and, for decision-makers, very useful ‘picture’ of target consumers.

Examining the variety of data sources that can be used in the interrelated variables that
build market profiles, it is clear to see a role for traditional survey work, scanned data, cus-
tomer data, externally generated secondary data and the use of loyalty cards. There is a
clear interdependence among the different data sources with the increased sophistication
of decision support systems that allow ‘fusing’ of the data to be conducted.!!

Stages of development in using databases and survey data to

build profiles of consumers and model marketing decisions

The last section discussed how different data could be combined to build strong ‘pictures’
of consumers. Reflecting upon the role of the marketing researcher in supporting the
marketing decision-maker as detailed in Chapter 1, it is clear that the combination of
survey data and databases plays a major role in fulfilling 