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	What's Ahead


In 1985, in what has now become an all-time classic marketing tale, the Coca-Cola Company made a major marketing blunder. After 99 successful years, it set aside its long-standing rule—"Don't mess with Mother Coke"—and dropped its original formula Coke! In its place came New Coke with a sweeter, smoother taste.

At first, amid the introductory flurry of advertising and publicity, New Coke sold well. But sales soon went flat, as a stunned public reacted. Coke began receiving sacks of mail and more than 1,500 phone calls each day from angry consumers. A group called "Old Cola Drinkers" staged protests, handed out T-shirts, and threatened a class-action suit unless Coca-Cola brought back the old formula. After only three months, the Coca-Cola Company brought old Coke back. Now called "Coke Classic," it sold side-by-side with New Coke on supermarket shelves. The company said that New Coke would remain its flagship brand, but consumers had a different idea. By the end of that year, Classic was outselling New Coke in supermarkets by two to one.
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Quick reaction saved the company from potential disaster. It stepped up efforts for Coke Classic and slotted New Coke into a supporting role. Coke Classic again became the company's main brand, and the country's leading soft drink. New Coke became the company's "attack brand"—its Pepsi stopper—and ads boldly compared New Coke's taste with Pepsi's. Still, New Coke managed only a 2 percent market share. In the spring of 1990, the company repackaged New Coke and relaunched it as a brand extension with a new name, Coke II. Today, Coke Classic captures more than 20 percent of the U.S. soft drink market; Coke II holds a miniscule 0.1 percent.

Why was New Coke introduced in the first place? What went wrong? Many analysts blame the blunder on poor marketing research.

In the early 1980s, although Coke was still the leading soft drink, it was slowly losing market share to Pepsi. For years, Pepsi had successfully mounted the "Pepsi Challenge," a series of televised taste tests showing that consumers preferred the sweeter taste of Pepsi. By early 1985, although Coke led in the overall market, Pepsi led in share of supermarket sales by 2 percent. (That doesn't sound like much, but 2 percent of the huge U.S. soft drink market amounts to more than $1 billion in retail sales!) Coca-Cola had to do something to stop the loss of its market share, and the solution appeared to be a change in Coke's taste.

Coca-Cola began the largest new-product research project in the company's history. It spent more than two years and $4 million on research before settling on a new formula. It conducted some 200,000 taste tests—30,000 on the final formula alone. In blind tests, 60 percent of consumers chose the new Coke over the old, and 52 percent chose it over Pepsi. Research showed that New Coke would be a winner, and the company introduced it with confidence. So what happened?

Looking back, we can see that Coke defined its marketing research problem too narrowly. The research looked only at taste; it did not explore consumers' feelings about dropping the old Coke and replacing it with a new version. It took no account of the intangibles—Coke's name, history, packaging, cultural heritage, and image. However, to many people, Coke stands alongside baseball, hot dogs, and apple pie as an American institution; it represents the very fabric of America. Coke's symbolic meaning turned out to be more important to many consumers than its taste. Research addressing a broader set of issues would have detected these strong emotions.

Coke's managers may also have used poor judgment in interpreting the research and planning strategies around it. For example, they took the finding that 60 percent of consumers preferred New Coke's taste to mean that the new product would win in the marketplace, as when a political candidate wins with 60 percent of the vote. But it also meant that 40 percent still liked the original formula. By dropping the old Coke, the company trampled the taste buds of the large core of loyal Coke drinkers who didn't want a change. The company might have been wiser to leave the old Coke alone and introduce New Coke as a brand extension, as it later did successfully with Cherry Coke.

The Coca-Cola Company has one of the largest, best-managed, and most advanced marketing research operations in America. Good marketing research has kept the company atop the rough-and-tumble soft drink market for decades. But marketing research is far from an exact science. Consumers are full of surprises and figuring them out can be awfully tough. If Coca-Cola can make a large marketing research mistake, any company can.1
In order to produce superior value and satisfaction for customers, companies need information at almost every turn. As the New Coke story highlights, good products and marketing programs begin with a thorough understanding of consumer needs and wants. Companies also need an abundance of information on competitors, resellers, and other actors and forces in the marketplace.

Increasingly, marketers are viewing information not just as an input for making better decisions but also as an important strategic asset and marketing tool. In today's marketing, a company's information may prove to be its chief competitive advantage. Competitors can copy each other's equipment, products, and procedures, but they cannot duplicate the company's information and intellectual capital. Several companies have recently recognized this by appointing vice presidents of knowledge, learning, or intellectual capital.2
A century ago, most companies were small and knew their customers firsthand. Managers picked up marketing information by being around people, observing them, and asking questions. In more recent times, however, many factors have increased the need for more, better, and faster information. As companies become national or international in scope, they need more information on larger, more distant markets. As incomes increase and buyers become more selective, sellers need better information about how buyers respond to different products and appeals. As sellers use more complex marketing approaches and face more competition, they need information on the effectiveness of their marketing tools. Finally, in today's more rapidly changing environments, managers need more up-to-date information to make timely decisions.

Fortunately, increasing information requirements have been met by an explosion of information technologies. The past 30 years have witnessed the emergence of small but powerful computers, fax machines, CD-ROM drives, videoconferencing, the Internet, and a host of other advances that have revolutionized information handling. Using improved information systems, companies can now generate information in great quantities.

In fact, today's managers often receive too much information. For example, one study found that with all the companies offering data, and with all the information now available through supermarket scanners, a packaged-goods brand manager is bombarded with 1 million to 1 billion new numbers each week. Another study found that, on average, American office workers spend 60 percent of their time processing documents; a typical manager reads about a million words a week. The typical business Internet user receives 25 e-mails a day; 15 percent of users receive between 50 and 100 e-mails per day. Thus, the running out of information is not a problem but seeing through the "data smog" is.3
Despite this data glut, marketers frequently complain that they lack enough information of the right kind. For example, a recent survey of managers found that although half the respondents said they couldn't cope with the volume of information coming at them, two-thirds wanted even more. The researcher concluded that, "despite the volume, they're still not getting what they want."4 Thus, most marketing managers don't need more information, they need better information. Companies have greater capacity to provide managers with good information, but often have not made good use of it. Many companies are now studying their managers' information needs and designing information systems to meet those needs.
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	The Marketing Information System


A marketing information system (MIS) consists of people, equipment, and procedures to gather, sort, analyze, evaluate, and distribute needed, timely, and accurate information to marketing decision makers. Figure 4.1 shows that the MIS begins and ends with marketing managers. First, it interacts with these managers to assess information needs. Next, it develops needed information from internal company data, marketing intelligence activities, marketing research, and information analysis. Finally, the MIS distributes information to managers in the right form at the right time to help them make better marketing decisions.
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	Figure 4.1
	The marketing information system


Assessing Information Needs

	



	[image: image8.png]



	Take a moment to listen to how one prominent company uses marketing research.
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A good marketing information system balances the information managers would like to have against what they really need and what is feasible to offer. The company begins by interviewing managers to find out what information they would like. Some managers will ask for whatever information they can get without thinking carefully about what they really need. Too much information can be as harmful as too little. Other managers may omit things they ought to know or may not know to ask for some types of information they should have. For example, managers might need to know that a competitor plans to introduce a new product during the coming year. Because they do not know about the new product, they do not think to ask about it. The MIS must watch the marketing environment in order to provide decision makers with information they should have to make key marketing decisions.

Sometimes the company cannot provide the needed information, either because it is not available or because of MIS limitations. For example, a brand manager might want to know how competitors will change their advertising budgets next year and how these changes will affect industry market shares. The information on planned budgets probably is not available. Even if it is, the company's MIS may not be advanced enough to forecast resulting changes in market shares.

Finally, the costs of obtaining, processing, storing, and delivering information can mount quickly. The company must decide whether the benefits of having additional information are worth the costs of providing it, and both value and cost are often hard to assess. By itself, information has no worth; its value comes from its use. In many cases, additional information will do little to change or improve a manager's decision, or the costs of the information may exceed the returns from the improved decision. Marketers should not assume that additional information will always be worth obtaining. Rather, they should weigh carefully the costs of additional information against the benefits resulting from it.

Developing Information

The information needed by marketing managers can be obtained from internal data, marketing intelligence, and marketing research. The information analysis system then processes this information to make it more useful for managers.

Internal Data

Many companies build extensive internal databases, computerized collections of information obtained from data sources within the company. Marketing managers can readily access and work with information in the database to identify marketing opportunities and problems, plan programs, and evaluate performance.

Information in the database can come from many sources. The accounting department prepares financial statements and keeps detailed records of sales, costs, and cash flows. Manufacturing reports on production schedules, shipments, and inventories. The sales force reports on reseller reactions and competitor activities. The marketing department furnishes information on customer demographics, psychographics, and buying behavior, and the customer service department keeps records of customer satisfaction or service problems. Research studies done for one department may provide useful information for several others.

Here is an example of how one company uses internal databases to make better marketing decisions:5
USAA, which provides financial services to U.S. military personnel and their families, maintains a customer database built from customer purchasing histories and from information collected directly from customers. To keep the database fresh, the organization regularly surveys its 3 million customers worldwide to learn such things as whether they have children (and if so, how old they are), if they have moved recently, and when they plan to retire. USAA uses the database to tailor marketing offers to the specific needs of individual customers. For example, if the family has college-age children, the USAA sends those children information on how to manage their credit cards. If the family has younger children, it sends booklets on things like financing a child's education. Or, for customers looking toward retirement, it sends information on estate planning. Through skillful use of its database, USAA serves each customer uniquely, resulting in high levels of customer loyalty—the roughly $7 billion company retains 97 percent of its customers. Says USAA's chief marketing executive, "We make it a point, in all of our materials, to let [customers] know that we're there for them as they make transactions."

Internal databases usually can be accessed more quickly and cheaply than other information sources, but they also present some problems. Because internal information was collected for other purposes, it may be incomplete or in the wrong form for making marketing decisions. For example, sales and cost data used by the accounting department for preparing financial statements must be adapted for use in evaluating product, sales force, or channel performance. Data ages quickly; keeping the database current requires a major effort. In addition, a large company produces mountains of information, and keeping track of it all is difficult. The database information must be well integrated and readily accessible through user-friendly interfaces so that managers can find it easily and use it effectively.

Every company contains more information than any manager can possibly know or analyze. The information is scattered in countless databases, plans, and records, and in heads of many longtime managers. The company must somehow bring order to its information gold mine so that its managers can more easily find answers to questions and make informed decisions. Increasingly, companies are creating data warehouses to house their customer data in a single, more accessible location. Then, using powerful data mining techniques, they search for meaningful patterns in the data and communicate them to managers.
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	Take a moment to consider how the Internet can facilitate the marketing research process.
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Marketing Intelligence

Marketing intelligence is the systematic collection and analysis of publicly available information about competitors and developments in the marketing environment. A marketing intelligence system gathers, analyzes, and distributes information about the company's competitive, technological, customer, economic, social, and political and regulatory environments. Its goal is to improve strategic decision making, assess and track competitors' actions, and provide early warning of opportunities and threats. The marketing intelligence system determines what intelligence is needed, collects it by searching the environment, and delivers it to marketing managers.

Competitive intelligence gathering has grown dramatically as more and more companies are now busily snooping on their competitors. Techniques range from quizzing the company's own employees and benchmarking competitors' products to researching the Internet, lurking around industry trade shows, and rooting through rivals' trash bins.

Much intelligence can be collected from the company's own personnel—executives, engineers and scientists, purchasing agents, and the sales force. For example, a few years back, Xerox learned that listening to its own salespeople could pay off handsomely.

While talking with a Kodak copier salesperson, a Xerox technician learned that the salesperson was being trained to service Xerox products. The Xerox employee reported back to his boss, who in turn passed the news to Xerox's intelligence unit. Using such clues as a classified ad Kodak placed seeking new people with Xerox product experience, Xerox verified Kodak's plan—code-named Ulysses—to service Xerox copiers. To protect its profitable service business, Xerox designed a Total Satisfaction Guarantee, which allowed copier returns for any reason as long as Xerox did the servicing. By the time Kodak launched Ulysses, Xerox had been promoting its new program for three months.6
However, company people are often busy and fail to pass on important information. The company must sell its people on their importance as intelligence gatherers, train them to spot new developments, interact with them on an ongoing basis, and urge them to report intelligence back to the company.

The company can also get suppliers, resellers, and key customers to pass along important intelligence about competitors and their products. For example, prior to introducing its Good News disposable razor in the United States, Gillette told a large Canadian account about the planned U.S. introduction date. The Canadian distributor promptly called Bic and told it about the impending product launch. By putting on a crash program, Bic was able to start selling its razor shortly after Gillette did.

The company can obtain good information by observing competitors or analyzing physical evidence. It can buy and analyze competitors' products, monitor their sales, and check for new patents. For example, to design the first Taurus models, Ford compiled a list of more than 400 features its customers said they liked best about competing cars. Then it matched or topped the best of the competition. The result: Taurus soon became America's best-selling car.

Companies can also examine other types of physical evidence. For example, to gauge competitor shipping volumes, some companies have measured the rust on rails of railroad sidings to their competitors' plants or watched competitors' loading docks at the end of a quarter to see how much merchandise was being moved at the last minute. Other firms regularly check out competitors' parking lots—full lots might indicate plenty of work and prosperity; half-full lots might suggest hard times.7
Some companies even rifle their competitors' garbage, which is legally considered abandoned property once it leaves the premises. Although most companies now shred technical documents, they may overlook the almost-as-revealing refuse from the marketing or public relations departments. In one example of garbage snatching, Avon admitted that it had hired private detectives to paw through the dumpster of rival Mary Kay Cosmetics. An outraged Mary Kay sued to get its garbage back, but Avon claimed that it had done nothing illegal. The dumpster had been located in a public parking lot, and Avon had videotapes to prove it.8
Government agencies are another good intelligence source. For example, a company can't legally photograph a competitor's plant from the air. However, publicly available aerial photos are often on file with the U.S. Geological Survey or Environmental Protection Agency. In another instance, a company attempting to assess the capacity of a competitor's plant struck gold when it found that a publicly available Uniform Commercial Code filing the competitor had submitted to the state contained a detailed list of all the equipment in the competitor's plant.

Competitors themselves may reveal information through their annual reports, business publications, trade show exhibits, press releases, advertisements, and Web pages. The Internet is proving to be a vast new source of competitor-supplied information. Most companies now place volumes of information on their Web sites, providing details to attract customers, partners, suppliers, or franchisees, and that same information is available to competitors at the click of a mouse button. Press releases that never made it into the press are posted on Web sites, letting firms keep abreast of competitors' new products and organizational changes. Help wanted ads posted on the Web quickly reveal competitors' expansion priorities. For example, check Allied Signal's Web site and you'll find that it provides revenue goals and reveals the company's production-defect rate along with its plans to improve it. Mail Boxes Etc., a chain of mailing services, provides data on its average franchise, including square footage, number of employees, operating hours, and more—all valuable insights for a competitor.

It's not only company-sponsored Web sites that hold rich competitor intelligence booty. Researchers can also glean valuable nuggets of information from trade association Web sites. For example, when he was controller of Stone Container's specialty-packaging division, Gary Owen visited a trade association Web site and noticed that a rival had won an award for a new process using ultraviolet-resistant lacquers. The site revealed the machines' configuration and run rate, which Stone's engineers used to figure out how to replicate the process.9
Using Internet search engines such as Yahoo! or Infoseek, marketers can search specific competitor names, events, or trends and see what turns up. Intelligence seekers also pore through any of thousands of online databases. Some are free. For example, the U.S. Security and Exchange Commission's Edgar database provides access to a huge stockpile of financial and other information on public companies. For a fee, companies can subscribe to any of more than 3,000 online databases and information search services such as Dialog, DataStar, LEXIS-NEXIS, Dow Jones News Retrieval, UMI ProQuest, and Dun & Bradstreet's Online Access. We discuss these and other online data services in more detail later in the chapter. Using such databases, companies can conduct complex information searches in a flash from the comfort of their keyboards.

One Internet site provides a Competitive Intelligence Guide offering sleuthing tips. Another Web service—Company Sleuth —provides users with a steady stream of intelligence data gleaned from the Internet. It searches the Web and gives users daily e-mail reports detailing the business activities, financial moves, and Internet dealings of competitors, prospects, and clients, often before the information is officially reported. "In today's information age, companies are leaving a paper trail of information online," says Joshua Kopelman, executive vice president of Infonautics, the company that offers the service. "Company Sleuth uncovers hard-to-find and seemingly hidden business news and information for users so they don't have to simply rely on old news or intuition when making investment and business decisions."10
Some companies set up an office to collect and circulate marketing intelligence. The staff scans major publications, searches the Internet, summarizes important news, and sends bulletins to marketing managers. It develops a file of intelligence information and helps managers evaluate new information. These services greatly improve the quality of information available to marketing managers.

The growing use of marketing intelligence raises a number of ethical issues. Although most of the preceding techniques are legal, and some are considered to be shrewdly competitive, many involve questionable ethics. Clearly, companies should take advantage of publicly available information. However, they should not stoop to snoop. With all the legitimate intelligence sources now available, a company does not have to break the law or accepted codes of ethics to get good intelligence.11
Marketing Research

In addition to information about competitors and environmental happenings, marketers often need formal studies of specific situations. For example, Toshiba wants to know how many and what kinds of people or companies will buy its new superfast notebook computer. Or Barat College in Lake Forest, Illinois, needs to know what percentage of its target market has heard of Barat, how they heard, what they know, and how they feel about Barat. In such situations, the marketing intelligence system will not provide the detailed information needed. Managers will need marketing research.

We define marketing research as the systematic design, collection, analysis, and reporting of data relevant to a specific marketing situation facing an organization. Every marketer needs research. Marketing researchers engage in a wide variety of activities, ranging from market potential and market share studies, to assessments of customer satisfaction and purchase behavior, to studies of pricing, product, distribution, and promotion activities.
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	Take a moment to consider one valuable data collection technique.
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A company can conduct marketing research in its own research department or have some or all of it done outside, depending on its own research skills and resources. Although most large companies have their own marketing research departments, they often use outside firms to do special research tasks or special studies. A company with no research department has to buy the services of research firms.

Information Analysis

Information gathered by the company's marketing intelligence and marketing research systems often requires more analysis, and sometimes managers may need more help to apply the information to their marketing problems and decisions. This help may include advanced statistical analysis to learn more about both the relationships within a set of data and their statistical reliability. Such analysis allows managers to go beyond means and standard deviations in the data and to answer questions about markets, marketing activities, and outcomes.

Information analysis might also involve a collection of analytical models that will help marketers make better decisions. Each model represents some real system, process, or outcome. These models can help answer the questions of what if and which is best. During the past 20 years, marketing scientists have developed numerous models to help marketing managers make better marketing mix decisions, design sales territories and sales call plans, select sites for retail outlets, develop optimal advertising mixes, and forecast new-product sales.12
Distributing Information

Marketing information has no value until managers use it to make better marketing decisions. The information gathered through marketing intelligence and marketing research must be distributed to the right marketing managers at the right time. Most companies have centralized marketing information systems that provide managers with regular performance reports, intelligence updates, and reports on the results of studies. Managers need these routine reports for making regular planning, implementation, and control decisions. But marketing managers may also need nonroutine information for special situations and on-the-spot decisions. For example, a sales manager having trouble with a large customer may want a summary of the account's sales and profitability over the past year. Or a retail store manager who has run out of a best-selling product may want to know the current inventory levels in the chain's other stores.

Developments in information technology have caused a revolution in information distribution. With recent advances in computers, software, and telecommunication, most companies have decentralized their marketing information systems. In most companies today, marketing managers have direct access to the information network, at any time and from virtually any location.

While working at a home office, in a hotel room, on an airplane—any place where they can turn on a laptop computer and phone in—today's managers can obtain information from company databases or outside information services, analyze the information using statistical packages and models, prepare reports using word processing and presentation software, and communicate with others in the network through electronic communications. Such systems offer exciting prospects. They allow managers to get the information they need directly and quickly and to tailor it to their own needs.

	The Marketing Research Process


The marketing research process (see Figure 4.2) has four steps: defining the problem and research objectives, developing the research plan, implementing the research plan, and interpreting and reporting the findings.
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	Figure 4.2
	The marketing research process


Defining the Problem and Research Objectives

The marketing manager and the researcher must work closely together to define the problem carefully, and they must agree on the research objectives. The manager best understands the decision for which information is needed; the researcher best understands marketing research and how to obtain the information.

Managers should know enough about marketing research to help in the planning and the interpretation of research results. If they know little about marketing research, they may obtain the wrong information, accept wrong conclusions, or ask for information that costs too much. Experienced marketing researchers who understand the manager's problem should also be involved at this stage. The researcher must be able to help the manager define the problem and suggest ways that research can help the manager make better decisions.

Defining the problem and research objectives is often the hardest step in the research process. The manager may know that something is wrong, without knowing the specific causes. For example, managers of a large discount retail store chain hastily decided that falling sales were caused by poor advertising, and they ordered research to test the company's advertising. When this research showed that current advertising was reaching the right people with the right message, the managers were puzzled. It turned out that the real problem was that the chain was not delivering the prices, products, and service promised in the advertising. Careful problem definition would have avoided the cost and delay of doing advertising research. In the classic New Coke case, Coca-Cola defined its research problem too narrowly, with disastrous results.

After the problem has been defined carefully, the manager and researcher must set the research objectives. A marketing research project might have one of three types of objectives. The objective of exploratory research is to gather preliminary information that will help define the problem and suggest hypotheses. The objective of descriptive research is to describe things such as the market potential for a product or the demographics and attitudes of consumers who buy the product. The objective of causal research is to test hypotheses about cause-and-effect relationships. For example, would a 10 percent decrease in tuition at a private college result in an enrollment increase sufficient to offset the reduced tuition? Managers often start with exploratory research and later follow with descriptive or causal research.

The statement of the problem and research objectives guides the entire research process. The manager and researcher should put the statement in writing to be certain that they agree on the purpose and expected results of the research.

Developing the Research Plan

The second step of the marketing research process calls for determining the information needed, developing a plan for gathering it efficiently, and presenting the plan to marketing management. The plan outlines sources of existing data and spells out the specific research approaches, contact methods, sampling plans, and instruments that researchers will use to gather new data.

Determining Specific Information Needs

Research objectives must be translated into specific information needs. For example, suppose Campbell decides to conduct research on how consumers would react to the company replacing its familiar red-and-white condensed soup can with a container more relevant to today's consumer lifestyles.13 It's considering the introduction of new bowl-shaped plastic containers that it has used successfully for a number of its other products. The containers would cost more but would allow consumers to heat the soup in a microwave oven without adding water or milk and to eat it without using dishes. This research might call for the following specific information:

· The demographic, economic, and lifestyle characteristics of current soup users. (Busy working couples might find the convenience of the new packaging worth the price; families with children might want to pay less and wash the pan and bowls.)

· Consumer-usage patterns for soup: how much soup they eat, where, and when. (The new packaging might be ideal for adults eating lunch on the go, but less convenient for parents feeding lunch to several children.)

· Retailer reactions to the new packaging. (Failure to get retailer support could hurt sales of the new package.)

· Consumer attitudes toward the new packaging. (The red-and-white Campbell can has become an American institution—will consumers accept the new packaging?)

· Forecasts of sales of both new and current packages. (Will the new packaging increase Campbell's profits?)

Campbell managers will need these and many other types of information to decide whether to introduce the new packaging.

Gathering Secondary Information

To meet the manager's information needs, the researcher can gather secondary data, primary data, or both. Secondary data consist of information that already exists somewhere, having been collected for another purpose. Primary data consist of information collected for the specific purpose at hand.

Researchers usually start by gathering secondary data. The company's internal database provides a good starting point. However, the company can also tap a wide assortment of external information sources, ranging from company, public, and university libraries to government and business publications. Table 4.1 describes a number of other important sources of secondary data, including commercial data services, online database services, and Internet data sources.
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	Table 4.1
	Commercial, Online Database, and Internet Data Sources

	Commercial Data Services
Here are just a few of the dozens of commercial research houses selling data to subscribers: 

AC Nielsen Corporation provides supermarket scanner data on sales, market share, and retail prices (ScanTrack), data on household purchasing (ScanTrack National Electronic Household Panel), data on television audiences (Nielsen National Television Index), and others. 

Information Resources, Inc. provides supermarket scanner data for tracking grocery product movement (InfoScan) and single-source data collection (BehaviorScan). 

The Arbitron Company provides local-market radio audience and advertising expenditure information, along with a wealth of other media and ad spending data. 

PMSI/Source lnfomatics provides reports on the movement of pharmaceuticals, hospital laboratory supplies, animal health products, and personal care products. 

MMRI (Simmons Market Research Bureau) provides reports covering television markets, sporting goods, and proprietary drugs, giving lifestyle and geodemographic data by sex, income, age, and brand preferences (selective markets and media reaching them). 

Dun & Bradstreet provides a database containing information on more than 50 million individual companies around the globe—who they are, where they are, and what they do.

Online Database Services
Here are only a few of the many online database services:

Dialog offers several services, including ABI/INFORM, which provides information on business management and administration from over 800 publications. The site also provides access to full-text reports and newsletters from 50 industries and a collection of U.S. public opinion surveys. In addition, subscribers can view Dun & Bradstreet data, such as census statistics and business directories, by searching through Donnelly Demographics and Dun's Electronic Business Directory. 

LEXIS-NEXIS, in addition to providing access to articles from a wide range of business magazines and journals, features in-depth research reports from research firms, SEC filings, Standard & Poor's, and worldwide investment banks. Users can also access information from consumer goods and marketing trade publications. The service also includes PROMT/PLUS, which tracks competitors and industries, identifies trends, and evaluates advertising and promotion techniques. 

CompuServe provides a variety of online database services. For example, its Business Demographics files summarize statistics on state employees by industry codes and categorize retail trade businesses by employee counts. By mining the Neighborhood Report, a user can access summaries of the demographics of any zip code in the United States. Other CompuServe databases offer full-text articles, news releases, and market and industry research report indices. The service also provides access to an additional 850 databases, ranging from newspapers and newsletters to government reports and patent records. 

Dow Jones News Retrieval specializes in providing in-depth financial, historical, and operational information on public and private companies. The site offers Standard & Poor's profiles as well as Dun & Bradstreet profiles and company reports. In addition, the service compares stock price, volume, and data on companies and industries and summarizes same-day business and financial stories from both the United States and Japan.

Internet Data Sources
Most of the above online information services also provide Web-based versions. Literally thousands of other Web sites also offer data, often at little or no cost. The best way to locate such sources is by using Internet search engines to search specific topics. Here is just a tiny sampling of sites offering specialized information on a variety of business related topics.

The U.S. Securities and Exchange Commission Edgar database provides financial information on public companies. The Small Business Administration site provides a rich variety of information for small business managers, along with links to dozens of other relevant sites. Avenue Technologies presents summaries and full reports on over 25,000 public, private, and international companies. Similarly, Dun & Bradstreet's Online Access offers short financial reports on 10 million U.S. companies. In addition to garnering financial information on companies and industries, Internet users can do real-time research. Ecola's 24-Hour Newsstand links users to the Web sites of over 2,000 newspapers, journals, and computer publications. Researchers can view recent new articles online through CNN Interactive. Market researchers can visit the American Demographics site and browse a directory of marketing experts.



	Sources: See Christel Beard and Betsey Wiesendanger, "The Marketer's Guide to Online Databases," Sales & Marketing Management, January 1993, pp. 37–41; Susan Greco, "The Online Sleuth," Inc., October 1996, pp. 88–89; Marydee Ojala, "The Daze of Future Business Research," Online, January–February 1998, pp. 78–80; Guy Kawasaki, "Get Your Facts Here," Forbes, March 23, 1998, p. 156; and Larry Kanaher, Competitive Intelligence: How to Gather, Analyze, and Use Information to Move Your Business to the Top (Touchstone Books, 1998).


Commercial Data Sources
Companies can buy secondary data reports from outside suppliers. For example, Nielsen Marketing Research sells data on brand shares, retail prices, and percentages of stores stocking different brands. Information Resources, Inc. sells supermarket scanner purchase data from a panel of 60,000 households nationally, with measures of trial and repeat purchasing, brand loyalty, and buyer demographics. The Monitor service by Yankelovich and Partners sells information on important social and lifestyle trends.14 These and other firms supply high-quality data to suit a wide variety of marketing information needs.

Online Databases and Internet Data Sources

Using commercial online databases, marketing researchers can conduct their own searches of secondary data sources. A recent survey of marketing researchers found that 81 percent use such online services for conducting research.15 A readily available online database exists to fill almost any marketing information need. General database services such as CompuServe, Dialog, and LEXIS-NEXIS put an incredible wealth of information at the keyboards of marketing decision makers. For example, a company doing business in Germany can check out CompuServe's German Company Library of financial and product information on over 48,000 German-owned firms. A U.S. auto parts manufacturer can punch up Dun & Bradstreet Financial Profiles and Company Reports to develop biographical sketches of key General Motors, Ford, and DaimlerChrysler executives. Just about any information a marketer might need—demographic data, today's Associated Press news wire reports, a list of active U.S. trademarks in the United States—is available from online databases.16
The Internet offers a mind-boggling array of databases and other secondary information sources, many free to the user. Beyond commercial Web sites offering information for a fee, almost every industry association, government agency, business publication, and news medium offers free information to those tenacious enough to find their Web sites. In fact, there are so many Web sites offering data that finding the right ones can become an almost overwhelming task.
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	Take a look at some interesting data sources that are available online. 
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Advantages and Disadvantages of Secondary Data

Secondary data can usually be obtained more quickly and at a lower cost than primary data. For example, an Internet or online database search might provide all the information Campbell needs on soup usage, quickly and at almost no cost. A study to collect primary information might take weeks or months and cost thousands of dollars. Also, secondary sources sometimes can provide data an individual company cannot collect on its own—information that either is not directly available or would be too expensive to collect. For example, it would be too expensive for Campbell to conduct a continuing retail store audit to find out about the market shares, prices, and displays of competitors' brands. But it can buy the InfoScan service from Information Resources, Inc., which provides this information from thousands of scanner-equipped supermarkets in dozens of U.S. markets.

Secondary data can also present problems. The needed information may not exist—researchers can rarely obtain all the data they need from secondary sources. For example, Campbell will not find existing information about consumer reactions to new packaging that it has not yet placed on the market. Even when data can be found, they might not be very usable. The researcher must evaluate secondary information carefully to make certain it is relevant (fits research project needs), accurate (reliably collected and reported), current (up-to-date enough for current decisions), and impartial (objectively collected and reported).

Secondary data provide a good starting point for research and often help to define problems and research objectives. In most cases, however, the company must also collect primary data.

Planning Primary Data Collection

Good decisions require good data. Just as researchers must carefully evaluate the quality of secondary information, they also must take great care when collecting primary data to make sure that it will be relevant, accurate, current, and unbiased. Table 4.2 shows that designing a plan for primary data collection calls for a number of decisions on research approaches, contact methods, sampling plan, and research instruments.
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	Table 4.2
	Planning Primary Data Collection

	Research
Approaches
Contact
Methods
Sampling
Plan
Research
Instruments
Observation 
Survey 
Experiment

Mail 
Telephone 
Personal 
Online

Sampling unit 
Sample size 
Sampling procedure 

Questionnaire 
Mechanical instruments




Research Approaches
Observational research is the gathering of primary data by observing relevant people, actions, and situations. For example, a maker of personal care products might pretest its ads by showing them to people and measuring eye movements, pulse rates, and other physical reactions. Consumer packaged-goods marketers might visit supermarkets and observe shoppers as they browse the store, pick up products and examine packages, and make actual buying decisions. Or a bank might evaluate possible new branch locations by checking traffic patterns, neighborhood conditions, and the location of competing branches. Steelcase used observation to help design new office furniture for use by work teams.

To learn firsthand how teams actually operate, it set up video cameras at various companies and studied the tapes, looking for motions and behavior patterns that customers themselves might not even notice. It found that teams work best when they can do some work together and some privately. So Steelcase designed highly successful modular office units called Personal Harbor. These units are "rather like telephone booths in size and shape." They can be arranged around a common space where a team works, letting people work together but also alone when necessary. Says a Steelcase executive, "Market data wouldn't necessarily have pointed us that way. It was more important to know how people actually work."17
Urban Outfitters, the fast-growing specialty clothing chain, prefers observation to other types of market research. "We're not after people's statements," notes the chain's president, "we're after their actions." The company develops customer profiles by videotaping and taking photographs of customers in its stores. This helps managers determine what people are actually wearing and allows them to make quick decisions on merchandise.18
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	Consider the most direct approach to gathering marketing data.
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Several companies sell information collected through mechanical observation. For example, Nielsen Media Research attaches people meters to television sets in selected homes to record who watches which programs. It then rates the size and demographic makeup of audiences for different television programs. The television networks use these ratings to judge program popularity and to set charges for advertising time. Advertisers use the ratings when selecting programs for their commercials. Checkout scanners in retail stores record consumer purchases in detail. Consumer products companies and retailers use scanner information to assess and improve product sales and store performance. Some marketing research firms now offer single-source data systems that electronically monitor both consumers' purchases and consumers' exposure to various marketing activities in an effort to better evaluate the link between the two.

Observational research can be used to obtain information that people are unwilling or unable to provide. In some cases, observation may be the only way to obtain the needed information. In contrast, some things simply cannot be observed, such as feelings, attitudes and motives, or private behavior. Long-term or infrequent behavior is also difficult to observe. Because of these limitations, researchers often use observation along with other data collection methods.

Survey research is the approach best suited for gathering descriptive information. A company that wants to know about people's knowledge, attitudes, preferences, or buying behavior can often find out by asking individuals directly.

Survey research is the most widely used method for primary data collection, and it is often the only method used in a research study. Researchers interview tens of millions of Americans each year in surveys. The major advantage of survey research is its flexibility. It can be used to obtain many different kinds of information in many different situations. Depending on the survey design, it also may provide information more quickly and at lower cost than observational or experimental research.

However, survey research also presents some problems. Sometimes people are unable to answer survey questions because they cannot remember or have never thought about what they do and why. Or people may be unwilling to respond to unknown interviewers or about things they consider private. Respondents may answer survey questions even when they do not know the answer in order to appear smarter or more informed. Or they may try to help the interviewer by giving pleasing answers. Finally, busy people may not take the time, or they might resent the intrusion into their privacy.

Whereas observation is best suited for exploratory research and surveys for descriptive research, experimental research is best suited for gathering causal information. Experiments involve selecting matched groups of subjects, giving them different treatments, controlling unrelated factors, and checking for differences in group responses. Thus, experimental research tries to explain cause-and-effect relationships. Observation and surveys may be used to collect information in experimental research.

Before adding a new sandwich to the menu, researchers at McDonald's might use experiments to answer questions such as the following:

· How much will the new sandwich increase McDonald's sales? 

· How will the new sandwich affect the sales of other menu items? 

· Which advertising approach would have the greatest effect on sales of the sandwich? 

· How would different prices affect the sales of the product? 

· Should the new item be targeted toward adults, children, or both? 

To test the effects of two different prices, McDonald's could set up a simple experiment: It could introduce the new sandwich at one price in its restaurants in one city and at another price in restaurants in another city. If the cities are similar, and if all other marketing efforts for the sandwich are the same, then differences in sales in the two cities could be related to the price charged. More complex experiments could be designed to include other variables and other locations.

Contact Methods

Information can be collected by mail, telephone, personal interview, or online. Table 4.3 shows the strengths and weaknesses of each of these contact methods.
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	Table 4.3
	Strengths and Weaknesses of Contact Methods

	 

Mail
Telephone
Personal
Online
Flexibility
Poor

Good

Excellent

Good

Quantity of data that can be collected
Good

Fair

Excellent

Good

Control of interviewer effects
Excellent

Fair

Poor

Fair

Control of Sample
Fair

Excellent

Fair

Poor

Speed of data collection
Poor

Excellent

Good

Excellent

Response rate
Fair

Good

Good

Good

Cost
Good

Fair

Poor

Excellent



	Source: Adapted with permission from Marketing Research: Measurement and Method, 7th ed., by Donald S. Tull and Del I. Hawkins. Copyright 1993 by Macmillan Publishing Company.


Mail questionnaires can be used to collect large amounts of information at a low cost per respondent. Respondents may give more honest answers to more personal questions on a mail questionnaire than to an unknown interviewer in person or over the phone. Also, no interviewer is involved to bias the respondent's answers. However, mail questionnaires are not very flexible—all respondents answer the same questions in a fixed order, and the researcher cannot adapt the questionnaire based on earlier answers. Mail surveys usually take longer to complete, and the response rate—the number of people returning completed questionnaires—is often very low. Finally, the researcher often has little control over the mail questionnaire sample. Even with a good mailing list, it is hard to control who at the mailing address fills out the questionnaire.

Telephone interviewing is one of the best methods for gathering information quickly, and it provides greater flexibility than mail questionnaires. Interviewers can explain difficult questions, and they can skip some questions or probe on others depending on the answers they receive. Response rates tend to be higher than with mail questionnaires, and telephone interviewing also allows greater sample control. Interviewers can ask to speak to respondents with the desired characteristics, or even by name.

However, with telephone interviewing, the cost per respondent is higher than with mail questionnaires. Also, people may not want to discuss personal questions with an interviewer. Using an interviewer also introduces interviewer bias—the way interviewers talk, how they ask questions, and other differences may affect respondents' answers. Finally, different interviewers may interpret and record responses differently, and under time pressures some interviewers might even cheat by recording answers without asking questions.

Personal interviewing takes two forms—individual and group interviewing. Individual interviewing involves talking with people in their homes or offices, on the street, or in shopping malls. Such interviewing is flexible. Trained interviewers can hold a respondent's attention for a long time and can explain difficult questions. They can guide interviews, explore issues, and probe as the situation requires. They can show subjects actual products, advertisements, or packages and observe reactions and behavior. In most cases, personal interviews can be conducted fairly quickly. However, individual personal interviews may cost three to four times as much as telephone interviews.

Group interviewing consists of inviting six to ten people to gather for a few hours with a trained moderator to talk about a product, service, or organization. The participants normally are paid a small sum for attending. The meeting is held in a pleasant place and refreshments are served to foster an informal setting. The moderator encourages free and easy discussion, hoping that group interactions will bring out actual feelings and thoughts. At the same time, the moderator "focuses" the discussion—hence the name focus group interviewing. The comments are recorded through written notes or on videotapes that are studied later.

Focus group interviewing has become one of the major marketing research tools for gaining insight into consumer thoughts and feelings. However, focus group studies usually employ small sample sizes to keep time and costs down, and it may be hard to generalize from the results. Because interviewers have more freedom in personal interviews, the problem of interviewer bias is greater.

Today, modern communications technology is changing the way that focus groups are conducted:

In the old days, advertisers and agencies flew their staff to Atlanta or Little Rock to watch focus groups from behind one-way mirrors. The staff usually spent more time in hotels and taxis than they did doing research. Today, they are staying home. Videoconferencing links, television monitors, remote-control cameras, and digital transmission are boosting the amount of focus group research done over long-distance lines. [In a typical videoconferencing system], two cameras focused on the group are controlled by clients who hold a remote keypad. Executives in a far-off boardroom can zoom in on faces and pan the focus group at will. . . . A two-way sound system connects remote viewers to the backroom, focus group room, and directly to the monitor's earpiece. [Recently], while testing new product names in one focus group, the [client's] creative director . . . had an idea and contacted the moderator, who tested the new name on the spot.19
In addition, with the development of the Internet, many companies are now conducting online focus groups:

Janice Gjersten, director of marketing for WP-Studio, an online entertainment company, wanted to conduct traditional focus groups to gauge reaction to a new Web site. However, she found that an online focus group netted more honest answers. Gjersten contacted Cyber Dialogue, which provided focus group respondents drawn from its 10,000-person database. The focus group was held in an online chat room, which Gjersten "looked in on" from her office computer. Gjersten could interrupt the moderator at any time with flash e-mails unseen by the respondents. Although the online focus group lacked voice and body cues, Gjersten says she will never conduct a traditional focus group again. Not only were respondents more honest, but the cost for the online group was one-third that of a traditional focus group and a full report came to her in one day, compared to four weeks.20
As this example suggests, the latest technology to hit marketing research is the fast-growing Internet. Increasingly, marketing researchers are collecting primary data through online (Internet) marketing research—Internet surveys and online focus groups. Although online research offers much promise, and some analysts predict that the Internet will soon be the primary marketing research tool, others are more cautious.

Advances in computers and communications technology have also had a large impact on methods of obtaining information. For example, most research firms now do Computer Assisted Telephone Interviewing (CATI). Professional interviewers call respondents around the country, often using phone numbers drawn at random. When the respondent answers, the interviewer reads a set of questions from a video screen and types the respondent's answers directly into the computer.

Other firms use computer interviewing in which respondents sit down at a computer, read questions from a screen, and type their own answers into the computer. The computers might be located at a research center, trade show, shopping mall, or retail location. For example, Boston Market uses touch-screen computers in its restaurants to obtain instant feedback from customers. Other researchers are conducting interactive focus groups using computers. Some researchers are even using Completely Automated Telephone Surveys (CATS), which employ voice response technology to conduct interviews. The recorded voice of an interviewer asks the questions, and respondents answer by pressing numbers on their push-button phones.21
Sampling Plan

Marketing researchers usually draw conclusions about large groups of consumers by studying a small sample of the total consumer population. A sample is a segment of the population selected to represent the population as a whole. Ideally, the sample should be representative so that the researcher can make accurate estimates of the thoughts and behaviors of the larger population.

Designing the sample requires three decisions. First, who is to be surveyed (what sampling unit)? The answer to this question is not always obvious. For example, to study the decision-making process for a family automobile purchase, should the researcher interview the husband, wife, other family members, dealership salespeople, or all of these? The researcher must determine what information is needed and who is most likely to have it.

Second, how many people should be surveyed (what sample size)? Large samples give more reliable results than small samples. It is not necessary to sample the entire target market or even a large portion to get reliable results, however. If well chosen, samples of less than 1 percent of a population can often give good reliability.

Third, how should the people in the sample be chosen (what sampling procedure)? Table 4.4 describes different kinds of samples. Using probability samples, each population member has a known chance of being included in the sample, and researchers can calculate confidence limits for sampling error. But when probability sampling costs too much or takes too much time, marketing researchers often take nonprobability samples, even though their sampling error cannot be measured. These varied ways of drawing samples have different costs and time limitations as well as different accuracy and statistical properties. Which method is best depends on the needs of the research project.

	[image: image27.png]



	Table 4.4
	Types of Samples

	 

Probability Sample
Simple random sample

Every member of the population has a known and equal chance of selection.

Stratified random sample

The population is divided into mutually exclusive groups (such as age groups), and random samples are drawn from each group.

Cluster (area) sample

The population is divided into mutually exclusive groups (such as blocks), and the researcher draws a sample of the groups to interview.

 

Nonprobability Sample
Convenience sample

The researcher selects the easiest population members from which to obtain information. 
The researcher uses his or her judgment to select population members who are good prospects for accurate information.

Judgment sample

The researcher finds and interviews a prescribed number of people in each of several categories.




Research Instruments
In collecting primary data, marketing researchers have a choice of two main research instruments—the questionnaire and mechanical devices. The questionnaire is by far the most common instrument, whether administered in person, by phone, or online. Questionnaires are very flexible—there are many ways to ask questions. However, they must be developed carefully and tested before they can be used on a large scale. A carelessly prepared questionnaire usually contains several errors (see Table 4.5).
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	Table 4.5
	Types of Questions

	A. Closed-End Questions
Name
Description
Example
Dichotomous

A question offering two answer choices.

"In arranging this trip, did you personaly phone Delta?"

Yes ___

No___

Multiple choice

A question offering three or more answer choices.

"With whom are you traveling on this flight?

No one___

Children only___

Spouse___

Business associates/friends/relatives___

Spouse and children___

An organized tour group___

Likert scale

A statement with which the respondent shows the amount of agreement or disagreement.

"Small airlines generally give better service than large ones."

Strongly disagree

Disagree

Neither agree nor disagree

Agree

Strongly agree

1___

2___

3___

4___

5___

Semantic differential

A scale is inscribed between two bipolar words, and the respondent selects the point that represents the direction and intensity of his or her feelings.

Delta Airlines
Large

_X_

___

___

___

___

___

Small

Experienced

___

___

___

_X_

___

___

Inexperienced

Modern

___

___

___

_X_

___

___

Old-fashioned

Importance scale

A scale that rates the importance of some attribute from "not at all important" to "extremely important."

"Airline food service to me is"

Extremely important
1 ___

Very important
2 ___

Somewhat important
3 ___

Not very important
4 ___

Not at all important
5 ___

Rating scale

A scale that rates some attribute from "poor" to "excellent."

"Delta's food service is"

Excellent
1___

Very good
2___

Good
3___

Fair
4___

Poor
5___

Intention-to-buy scale

A scale that describes the respondent's intentions to buy.

"If in-flight, first-run movie service were available on a long flight, I would"

Definitely buy
1 ___

Probably buy
2 ___

Not certain
3 ___

Probably not buy
4 ___

Definitely not buy
5 ___

B. Open-End Questions
Name
Description
Example
Completely unstructured

A question that respondents can answer in an almost unlimited number of ways.

"What is your opinion of Delta Airlines?"

Word association

Words are presented, one at a time, and respondents mention the first word that comes to mind.

"What is the first word that comes to mind when you hear the following?"

Airline _____

Delta _____

Travel _____

Sentence completion

Incomplete sentences are presented, one at a time, and respondents complete the sentence.

"When I choose an airline, the most important consideration in my decision is _____

Story completion

An incomplete story is presented, and respondents are asked to complete it.

"I flew Delta a few days ago. I noticed that the exterior and interior of the plane had very bright colors. This aroused in me the following thoughts and feelings." Now complete the story.
Picture completion

A picture of two characters is presented, with one making a statement. Respondents are asked to identify with the other and fill in the empty balloon.

Fill in the empty balloon.
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Thematic Apperception Tests (TAT)

A picture is presented, and respondents are asked to make up a story about what they think is happening or may happen in the picture.

Make up a story about what you see.




In preparing a questionnaire, the marketing researcher must first decide what questions to ask. Questionnaires frequently leave out questions that should be answered and include questions that cannot be answered, will not be answered, or need not be answered. Each question should be checked to see that it contributes to the research objectives.

The form of each question can influence the response. Marketing researchers distinguish between closed-end questions and open-end questions. Closed-end questions include all the possible answers, and subjects make choices among them. Examples include multiple-choice questions and scale questions. Open-end questions allow respondents to answer in their own words. In a survey of airline users, Delta might simply ask, "What is your opinion of Delta Airlines?" Or it might ask people to complete a sentence: "When I choose an airline, the most important consideration is. . . ." These and other kinds of open-end questions often reveal more than closed-end questions because respondents are not limited in their answers. Open-end questions are especially useful in exploratory research, when the researcher is trying to find out what people think but not measuring how many people think in a certain way. Closed-end questions, on the other hand, provide answers that are easier to interpret and tabulate.

Researchers should also use care in the wording and ordering of questions. They should use simple, direct, unbiased wording. Questions should be arranged in a logical order. The first question should create interest if possible, and difficult or personal questions should be asked last so that respondents do not become defensive.

Although questionnaires are the most common research instrument, mechanical instruments also are used. We discussed two mechanical instruments, people meters and supermarket scanners, earlier in the chapter. Another group of mechanical devices measures subjects' physical responses. For example, a galvanometer measures the strength of interest or emotions aroused by a subject's exposure to different stimuli, such as an ad or picture. The galvanometer detects the minute degree of sweating that accompanies emotional arousal. The tachistoscope flashes an ad to a subject at an exposure range from less than one-hundredth of a second to several seconds. After each exposure, respondents describe everything they recall. Eye cameras are used to study respondents' eye movements to determine at what points their eyes focus first and how long they linger on a given item.

Presenting the Research Plan

At this stage, the marketing researcher should summarize the plan in a written proposal. A written proposal is especially important when the research project is large and complex or when an outside firm carries it out. The proposal should cover the management problems addressed and the research objectives, the information to be obtained, the sources of secondary information or methods for collecting primary data, and the way the results will help management decision making. The proposal also should include research costs. A written research plan or proposal ensures that the marketing manager and researchers have considered all the important aspects of the research, and that they agree on why and how the research will be done.

Implementing the Research Plan

The researcher next puts the marketing research plan into action. This involves collecting, processing, and analyzing the information. Data collection can be carried out by the company's marketing research staff or by outside firms. The company keeps more control over the collection process and data quality by using its own staff. However, outside firms that specialize in data collection often can do the job more quickly and at a lower cost.

The data collection phase of the marketing research process is generally the most expensive and the most subject to error. The researcher should watch fieldwork closely to make sure that the plan is implemented correctly and to guard against problems with contacting respondents, with respondents who refuse to cooperate or who give biased or dishonest answers, and with interviewers who make mistakes or take shortcuts.
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	Take a moment to consider some problems that market researchers face.
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Researchers must process and analyze the collected data to isolate important information and findings. They need to check data from questionnaires for accuracy and completeness and code it for computer analysis. The researchers then tabulate the results and compute averages and other statistical measures.

Interpreting and Reporting the Findings

The researcher must now interpret the findings, draw conclusions, and report them to management. The researcher should not try to overwhelm managers with numbers and fancy statistical techniques. Rather, the researcher should present important findings that are useful in the major decisions faced by management.

However, interpretation should not be left only to the researchers. They are often experts in research design and statistics, but the marketing manager knows more about the problem and the decisions that must be made. In many cases, findings can be interpreted in different ways, and discussions between researchers and managers will help point to the best interpretations. The manager will also want to check that the research project was carried out properly and that all the necessary analysis was completed. Or, after seeing the findings, the manager may have additional questions that can be answered through further sifting of the data. Finally, the manager is the one who ultimately must decide what action the research suggests. The researchers may even make the data directly available to marketing managers so that they can perform new analyses and test new relationships on their own.

Interpretation is an important phase of the marketing process. The best research is meaningless if the manager blindly accepts faulty interpretations from the researcher. Similarly, managers may be biased—they might tend to accept research results that show what they expected and to reject those that they did not expect or hope for. Thus, managers and researchers must work together closely when interpreting research results, and both must share responsibility for the research process and resulting decisions.22
	Other Marketing Research Considerations


This section discusses marketing research in two special contexts: marketing research by small businesses and nonprofit organizations, and international marketing research. Finally, we look at public policy and ethics issues in marketing research.

Marketing Research in Small Businesses and Nonprofit Organizations

Managers of small businesses and nonprofit organizations often think that marketing research can be done only by experts in large companies with big research budgets. But many of the marketing research techniques discussed in this chapter also can be used by smaller organizations in a less formal manner and at little or no expense.

Managers of small businesses and nonprofit organizations can obtain good marketing information simply by observing things around them. For example, retailers can evaluate new locations by observing vehicle and pedestrian traffic. They can monitor competitor advertising by collecting ads from local media. They can evaluate their customer mix by recording how many and what kinds of customers shop in the store at different times. In addition, many small business managers routinely visit their rivals and socialize with competitors to gain insights. Tom Coohill, a chef who owns two Atlanta restaurants, gives managers a food allowance to dine out and bring back ideas. Atlanta jeweler Frank Maier Jr., who often visits out-of-town rivals, spotted and copied a dramatic way of lighting displays.23
Managers can conduct informal surveys using small convenience samples. The director of an art museum can learn what patrons think about new exhibits by conducting informal focus groups—inviting small groups to lunch and having discussions on topics of interest. Retail salespeople can talk with customers visiting the store; hospital officials can interview patients. Restaurant managers might make random phone calls during slack hours to interview consumers about where they eat out and what they think of various restaurants in the area.

Managers also can conduct their own simple experiments. For example, by changing the themes in regular fund-raising mailings and watching the results, a nonprofit manager can find out much about which marketing strategies work best. By varying newspaper advertisements, a store manager can learn the effects of things such as ad size and position, price coupons, and media used.

Small organizations can obtain most of the secondary data available to large businesses. In addition, many associations, local media, chambers of commerce, and government agencies provide special help to small organizations. The U.S. Small Business Administration offers dozens of free publications and a Web site that give advice on topics ranging from starting, financing, and expanding a small business to ordering business cards. Local newspapers often provide information on local shoppers and their buying patterns. Finally, small businesses can collect a considerable amount of information at very little cost on the Internet. They can scour competitor and customer Web sites and use Internet search engines to research specific companies and issues.

	



	[image: image34.png]



	Take a moment to consider the importance of data sources to managers of small businesses
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In summary, secondary data collection, observation, surveys, and experiments can all be used effectively by small organizations with small budgets. Although these informal research methods are less complex and less costly, they still must be conducted carefully. Managers must think carefully about the objectives of the research, formulate questions in advance, recognize the biases introduced by smaller samples and less skilled researchers, and conduct the research systematically.24
International Marketing Research

International marketing researchers follow the same steps as domestic researchers, from defining the research problem and developing a research plan to interpreting and reporting the results. However, these researchers often face more and different problems. Whereas domestic researchers deal with fairly homogenous markets within a single country, international researchers deal with differing markets in many different countries. These markets often vary greatly in their levels of economic development, cultures and customs, and buying patterns.

In many foreign markets, the international researcher has a difficult time finding good secondary data. Whereas U.S. marketing researchers can obtain reliable secondary data from dozens of domestic research services, many countries have almost no research services at all. Some of the largest international research services operate in many countries. For example, AC Nielsen Corporation, the world's largest marketing research company, has offices in more than 80 countries, with over 72 percent of its revenues coming from outside the United States. Forty-seven percent of the revenues of the world's 25 largest marketing research firms comes from outside their own countries.25 However, most research firms operate in only a relative handful of countries. Thus, even when secondary information is available, it usually must be obtained from many different sources on a country-by-country basis, making the information difficult to combine or compare.

Because of the scarcity of good secondary data, international researchers often must collect their own primary data. Here again, researchers face problems not found domestically. For example, they may find it difficult simply to develop good samples. U.S. researchers can use current telephone directories, census tract data, and any of several sources of socioeconomic data to construct samples. However, such information is largely lacking in many countries.

Once the sample is drawn, the U.S. researcher usually can reach most respondents easily by telephone, by mail, or in person. Reaching respondents is often not so easy in other parts of the world. Researchers in Mexico cannot rely on telephone and mail data collection—most data collection is door to door and concentrated in three or four of the largest cities. Most surveys in Mexico bypass the large segment of the population in which native tribes speak languages other than Spanish. In some countries, few people have phones; for example, there are only thirty-two phones per thousand people in Argentina. In other countries, the postal system is notoriously unreliable. In Brazil, for instance, an estimated 30 percent of the mail is never delivered. In many developing countries, poor roads and transportation systems make certain areas hard to reach, making personal interviews difficult and expensive.26
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	Some of the largest research services operate in many countries: Roper Starch Worldwide provides companies with information resources "from Brazil to Eastern Europe; from Cape Town to Beijing—if you are there, Roper Starch Worldwide is there."


Cultural differences from country to country cause additional problems for international researchers. Language is the most obvious obstacle. For example, questionnaires must be prepared in one language and then translated into the languages of each country researched. Responses then must be translated back into the original language for analysis and interpretation. This adds to research costs and increases the risks of error.

Translating a questionnaire from one language to another is anything but easy. Many idioms, phrases, and statements mean different things in different cultures. For example, a Danish executive noted, "Check this out by having a different translator put back into English what you've translated from English. You'll get the shock of your life. I remember [an example in which] 'out of sight, out of mind' had become 'invisible things are insane.' "27
Buying roles and consumer decision processes vary greatly from country to country, further complicating international marketing research. Consumers in different countries also vary in their attitudes toward marketing research. People in one country may be very willing to respond; in other countries, nonresponse can be a major problem. For example, customs in some countries may prohibit people from talking with strangers. In certain cultures, research questions often are considered too personal. For example, in many Latin American countries, people may feel embarrassed to talk with researchers about their choices of shampoo, deodorant, or other personal care products. Even when respondents are willing to respond, they may not be able to because of high functional illiteracy rates. Middle-class people in developing countries often make false claims in order to appear well off. For example, in a study of tea consumption in India, over 70 percent of middle-income respondents claimed that they used one of several national brands. However, the researchers had good reason to doubt these results—over 60 percent of the tea sold in India is unbranded generic tea.

Despite these problems, the recent growth of international marketing has resulted in a rapid increase in the use of international marketing research. Global companies have little choice but to conduct such research. Although the costs and problems associated with international research may be high, the costs of not doing it—in terms of missed opportunities and mistakes—might be even higher. Once recognized, many of the problems associated with international marketing research can be overcome or avoided.

Public Policy and Ethics in Marketing Research

Most marketing research benefits both the sponsoring company and its consumers. Through marketing research, companies learn more about consumers' needs, resulting in more satisfying products and services. However, the misuse of marketing research can also harm or annoy consumers. Two major public policy and ethics issues in marketing research are intrusions on consumer privacy and the misuse of research findings.

Intrusions on Consumer Privacy

Many consumers feel positively about marketing research and believe that it serves a useful purpose. Some actually enjoy being interviewed and giving their opinions. However, others strongly resent or even mistrust marketing research. A few consumers fear that researchers might use sophisticated techniques to probe our deepest feelings and then use this knowledge to manipulate our buying. Others may have been taken in by previous "research surveys" that actually turned out to be attempts to sell them something. Still other consumers confuse legitimate marketing research studies with telemarketing or database development efforts and say "no" before the interviewer can even begin. Most, however, simply resent the intrusion. They dislike mail or telephone surveys that are too long or too personal or that interrupt them at inconvenient times.

Increasing consumer resentment has become a major problem for the research industry. One recent poll found that 82 percent of Americans worry that they lack control over how businesses use their personal information, and 41 percent said that business had invaded their privacy. These concerns have led to lower survey response rates in recent years. One study found that 38 percent of Americans now refuse to be interviewed in an average survey, up dramatically from a decade ago. Another study found that 59 percent of consumers had refused to give information to a company because they thought it was not really needed or too personal, up from 42 percent just five years earlier.28
The research industry is considering several options for responding to this problem. One is to expand its "Your Opinion Counts" program to educate consumers about the benefits of marketing research and to distinguish it from telephone selling and database building. Another option is to provide a toll-free number that people can call to verify that a survey is legitimate. The industry also has considered adopting broad standards, perhaps based on Europe's International Code of Marketing and Social Research Practice. This code outlines researchers' responsibilities to respondents and to the general public. For example, it says that researchers should make their names and addresses available to participants, and it bans companies from representing activities such as database compilation or sales and promotional pitches as research.
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	Give your opinion on a question concerning the customer privacy issue.
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Misuse of Research Findings

Research studies can be powerful persuasion tools; companies often use study results as claims in their advertising and promotion. Today, however, many research studies appear to be little more than vehicles for pitching the sponsor's products. In fact, in some cases, the research surveys appear to have been designed just to produce the intended effect. Few advertisers openly rig their research designs or blatantly misrepresent the findings; most abuses tend to be subtle "stretches." Consider the following examples:29
A study by Chrysler contends that Americans overwhelmingly prefer Chrysler to Toyota after test-driving both. However, the study included just 100 people in each of two tests. More importantly, none of the people surveyed owned a foreign car, so they appear to be favorably predisposed to U.S. cars.

A Black Flag survey asked: "A roach disk . . . poisons a roach slowly. The dying roach returns to the nest and after it dies is eaten by other roaches. In turn these roaches become poisoned and die. How effective do you think this type of product would be in killing roaches?" Not surprisingly, 79 percent said effective.

A poll sponsored by the disposable diaper industry asked: "It is estimated that disposable diapers account for less than 2 percent of the trash in today's landfills. In contrast, beverage containers, third-class mail, and yard waste are estimated to account for about 21 percent of the trash in landfills. Given this, in your opinion, would it be fair to ban disposable diapers?" Again, not surprisingly, 84 percent said no.

Thus, subtle manipulations of the study's sample, or the choice or wording of questions, can greatly affect the conclusions reached.

In others cases, so-called independent research studies actually are paid for by companies with an interest in the outcome. Small changes in study assumptions or in how results are interpreted can subtly affect the direction of the results. For example, at least four widely quoted studies compare the environmental effects of using disposable diapers to those of using cloth diapers. The two studies sponsored by the cloth diaper industry conclude that cloth diapers are more environmentally friendly. Not surprisingly, the other two studies, sponsored by the paper diaper industry, conclude just the opposite. Yet both appear to be correct given the underlying assumptions used.

Recognizing that surveys can be abused, several associations—including the American Marketing Association, the Council of American Survey Research Organizations, and the Marketing Research Association—have developed codes of research ethics and standards of conduct.30 In the end, however, unethical or inappropriate actions cannot simply be regulated away. Each company must accept responsibility for policing the conduct and reporting of its own marketing research to protect consumers' best interests and its own.

Key Terms

marketing information system (MIS) 

People, equipment, and procedures to gather, sort, analyze, evaluate, and distribute needed, timely, and accurate information to marketing decision makers. 

internal databases 

Computerized collections of information obtained from data sources within the company. 

marketing intelligence 

Everyday information about developments in the marketing environment that helps managers prepare and adjust marketing plans. 

marketing research 

The systematic design, collection, analysis, and reporting of data relevant to a specific marketing situation facing an organization. 

exploratory research 

Marketing research to gather preliminary information that will help define problems and suggest hypotheses. 

descriptive research 

Marketing research to better describe marketing problems, situations, or markets, such as the market potential for a product or the demographics and attitudes of consumers. 

causal research 

Marketing research to test hypotheses about cause-and-effect relationships. 

secondary data 

Information that already exists somewhere, having been collected for another purpose. 

primary data 

Information collected for the specific purpose at hand. 

online databases 

Computerized collections of information available from online commercial sources or via the Internet. 

observational research 

The gathering of primary data by observing relevant people, actions, and situations. 

single-source data systems 

Electronic monitoring systems that link consumers' exposure to television advertising and promotion (measured using television meters) with what they buy in stores (measured using store checkout scanners). 

survey research 

The gathering of primary data by asking people questions about their knowledge, attitudes, preferences, and buying behavior. 

experimental research 

The gathering of primary data by selecting matched groups of subjects, giving them different treatments, controlling related factors, and checking for differences in group responses. 

focus group interviewing 

Personal interviewing that involves inviting six to ten people to gather for a few hours with a trained interviewer to talk about a product, service, or organization. 

online (Internet) marketing research 

Collecting primary data through Internet surveys and online focus groups. 

sample 

A segment of the population selected for marketing research to represent the population as a whole. 

