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Marketing research is a little like searching for a needle in a haystack. Researchers search for

answers but forming the questions can be just as important. The “search” cannot be removed from
“research.” Following this analogy, the researcher must address questions such as these: How do
you find the needle? Where does the search start? How do you translate recorded data into intel-
ligence that can be used to answer managerial questions? Clearly, it would be helpful if you could
discover better places to start searching and better techniques to help direct the search. When it
works right, marketing research is a win-win proposition. The process enables a company to iden-
tify its customers and design products that maximize the value they receive from a purchase. In
return, the company receives value as the customers spend their hard-earned money. The result:
customers win and businesses win! All are better off.

Like searching for a needle in a haystack, imagine trying to find a single piece of market infor-
mation on the Internet. This information may well be hidden beneath piles and piles of irrelevant
stuff! Or how about trying to find a key piece of market information that may be hidden in the
mind of a consumer or an employee who isn’t consciously aware of all his or her reasons for some
preference or behavior and, consequently, can’t identify or talk about it? How do you go about
finding this information that could be so crucial to making a good market decision?

Using an X-ray monitor would be a great way to find the needle. But your real-world success
is probably more dependent on the ability to wield an effective research process than an X-ray
monitor. And that’s where this text comes in: Essentials of Marketing Research aquaints students with
basic knowledge and skills involved in the research process.

Chapter 3 introduces this process, which includes six stages. Researchers must first work
together with decision makers to decide why they are looking for that metaphorical needle; the
next two stages plot out the way to go about finding the needle. Next are two stages that focus on
the actual search for the needle. The process concludes when the market researcher communicates
the benefits of finding “pointed” information that can help mend problems or create something
really new and special to the decision maker. Success in this process usually merits the researcher
a reward that is a bit more valuable than that needle!

New to Essentials of Marketing Research

To ensure that students are able to conduct market research with an understanding of all the latest
theories and techniques available to them, the fourth edition is revised and updated. Certainly, the
field of marketing research is dynamic both in terms of the demands placed on it by business and
in terms of the technological advances that provide more tools for the researcher’s toolbox.



Preface

The Internet is revolutionizing information systems, ways of gathering secondary data, survey
processes, sampling, questionnaire design, qualitative analysis, and communication of results. The
Survey This! feature is new to this edition and gets students and instructors directly involved with
one important way that the Internet has changed research. This particular feature provides first-
hand experience with the advantages and disadvantages of using online questionnaires. Addition-
ally, students can then analyze data that they actually helped to provide.

In addition to greater currency and attention given to the Internet, key features added to the
fourth edition include:

*  Survey Thisl—Students respond to an online questionnaire using Qualtrics software. The ques-
tionnaire involves students’ opinions, activities, and interests regarding numerous everyday
behaviors ranging from study habits to involvement with social networking. The resulting data
are made available to instructors and students. In the early chapters, this feature is useful for
critiquing the way questionnaires are constructed and how research hypotheses are addressed in
a questionnaire. In later chapters, students can use the data to respond to real research questions
about other students. Students also get access to Qualtrics to design their own questionnaires.

e Tips of the Trade—Each chapter contains a useful list of important tips that correspond to
the particular stage of the research process discussed in the chapter. The tips provide informa-
tion addressing practical questions such as interview length, question wording, interviewer
involvement, sample size requirements, and guides for data reliability and validity, as well as
useful tips for testing hypotheses using inferential statistics.

*  Chapter Vignettes—Each chapter opens with a story relevant to the material featured in that
particular chapter. Some of these vignettes involve famous brands and companies, so the
reader may well be familiar with some of the topics. Other vignettes involve “slice of life”
stories describing a businessperson’s struggle to make smart decisions and demonstrate how
research is intertwined with this struggle. About half of the vignettes are new to this edition.

e A Simplified Approach and Style—The boxed material, chapter objectives, and end-of-
chapter materials are now presented in a simplified form that allows greater focus on the
truly important information. Boxed materials highlight Research Snapshots that cover ethi-
cal angles of research, provide illustrations of research in practice, and oftfer relevant tips or
detailed examples. The chapter learning objectives ensure an important coherence and struc-
ture to the chapters that culminate with the end-of-chapter materials. Learning objectives are
keyed to the major headings in each chapter. This facilitates organization around objectives
that can be used to develop measurable assessment outcomes.

e Greater Attention to Qualitative Research—More and more companies are benefiting from
qualitative research. In response to this important phenomenon, Chapter 5 was rewritten in the
third edition to focus more exclusively on qualitative research. That emphasis has been increased
further in this edition. Additionally, topics relevant to qualitative research are found throughout
the text. In particular, several sections focus on technological advances that facilitate the col-
lection and use of qualitative data. Phenomenology, grounded theory, ethnography, and case
study approaches are now all covered. Qualitative research is dramatically being changed by the
Internet as consumers leave more and more artifactual data behind on social networking Web
sites, company chat rooms, blogs, micro-blogs (such as tweets left on Twitter), and more.

*  More on analytics—Analytic tools are discussed throughout, but in particular, the closing
chapters present an introduction to more analytic techniques than in the previous edition.

Organization of the Book

The organization of the fourth edition of Essentials of Marketing Research tollows the logic of the
marketing research process. The book is organized into six parts. Each part presents the basic
research concepts for one of the stages in the research process and discusses how these concepts
relate to decisions about conducting specific projects.

Part 1: Introduction begins the book by discussing the scope of marketing research. An
overview of the problem definition and the entire marketing research process is provided. The
interplay between research and business is emphasized throughout this discussion. Research is not

xiii



Xiv

Preface

equally important among all firms. The way that the importance and scope of research varies with
the type of business orientation that characterizes some company is illustrated. An overview of
computerized data management and information systems and an explanation of how all of this is
changing due to the Internet follows. Without high ethical standards, no business is good. Thus,
the introductory materials also include an emphasis on business ethics and the special ethical prob-
lems associated with marketing research.

Part 2: Designing Research Studies covers essentials that provide a starting place to studying
business problems. In this context, Part 2 discusses the need for exploratory research and secondary data
collection. Research proposals are covered in some detail, and the reader is encouraged to see these as
the written agreement that helps put the decision maker and the researcher on the same page.

Chapter 5 emphasizes qualitative research applications. One role played by qualitative research
is helping to separate business problem symptoms from true issues that can be attacked with mar-
keting research. However, qualitative research is a topic extending far beyond problem definition
by allowing greater potential for discovery and greater potential for deeper and potentially more
meaningful explanations.

Part 2 includes a detailed discussion of secondary data and emphasizes its increasing importance
in an increasingly data rich world. This part also examines some topics most closely associated with
marketing research. For example, the chapters describe issues related to planning, conducting, and
administering surveys. Surveys remain a mainstay for collecting consumer and employee opinion.
Part 2 concludes with material dealing specifically with market experiments. As such, this part
emphasizes test marketing, which to many is synonymous with marketing research.

Part 3: Measurement is critical to research. This part of the text discusses the basics of mea-
surement theory. Two chapters offer practical explanations of measurement and questionnaire
design. Key topics include descriptions of the difterent levels of scale measurement and how this
affects the interpretation of results.

Part 4: Sampling and Statistical Theory examines sampling designs and sample size. These
chapters explain the difference between a population and a sample. The reasons why sampling is
needed and why it can be used to confidently allow predictions about larger numbers of people
are covered. The fieldwork process also is discussed, including the importance of supervision of
the work that goes on in the field.

Part 5: Analysis and Reporting covers important processes necessary in translating raw data
into market intelligence. Included among these topics, the data must be edited and coded. The
coded data are then ready for analysis. Some of the most commonly used methods for analyzing
data also are presented. For instance, basic descriptive statistics are discussed as ways of portray-
ing key results like central tendency. Inferential statistics also are discussed, including often-used
univariate and bivariate approaches such as r-tests.

Part 6: Comprehensive Cases with Computerized Databases make up the last section
of the book. These cases provide materials to challenge students to apply and integrate concepts
learned. Instructors will find that these cases provide some flexibility either to expand or sim-
plify the assignment to suit the demands of varying course assignments. The three cases provide
more variety and involve analysis of internal marketing problems as well as an opportunity to use
qualitative research. When quantitative data are included, they can be easily analyzed with basic
statistical tools like SPSS. Excel files are also included with the same data. These files can be read
directly by statistical programs like SAS or other programs.

For this edition of Essentials, the Appendix and Glossaries have been moved to the Web site.

Superior Pedagogy

More than other marketing research textbooks, the fourth edition of Essentials of Marketing Research
addresses students’ need to comprehend all aspects of the marketing research process. The follow-
ing features facilitate learning throughout the book:

* Learning Objectives. Each chapter begins with a concise list of learning objectives that empha-
size the major areas of competency the student should achieve before proceeding to the next
chapter. The key is to avoid labeling everything a major learning objective and to provide the
instructors with flexibility for emphasizing additional material from each chapter as they see fit.
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Major Headings Keyed to Learning Objectives. All first-level headings, with the excep-
tion of those labeled “Introduction,” are keyed to learning objectives. This should be an aid in
developing assessment rubrics and makes the book more user friendly in terms of identifying
key material. Example assessment rubrics are available in the instructional resources.
Research Snapshots. All of the box materials share a common title, Research Snapshots. Each
chapter contains three Research Snapshots. The boxes explore marketing research processes in a
variety of modern businesses situations, ranging from international considerations to research eth-
ics. Some boxes also illustrate research techniques and applications in a step-by-step fashion. Every
attempt is made to make the box material lively and relevant to the subject matter of the chapters.
Writing Style. An accessible, interesting writing style continues as a hallmark of this book.
With a careful balance between theory and practice and a sprinkling of interesting examples
and anecdotes, the writing style clarifies and simplifies the market research process. In addi-
tion, the text offers a comprehensive treatment of important and current topics.
Statistical Approach. A short review of statistical theory in Chapter 13 provides students with
an overview of the basic aspects of statistics. Because this text stresses managerial applications
more than statistical theory, students are given some basic tools to perform common data analy-
sis. More sophisticated data analysis approaches are left for further reference. Thus, the readers
can learn how to test simple hypotheses involving differences between means or relationships
among variables. Cross-tabulation, t-tests, ANOVA, and regression are covered in sufficient
depth to allow a student to use these techniques. The text includes screen shots to get students
started running statistics using EXCEL, SAS, or SPSS, which is available with this text.

In addition, easy-to-follow, click-through sequences can walk a student through a few of
the most basic approaches to producing statistical results.
Key Terms. Learning the vocabulary of marketing research is essential to understanding the
topic, and Essentials of Marketing Research facilitates this with key terms. First, key concepts
are boldfaced and completely defined when they first appear in the textbook. Second, all key
terms and concepts are listed at the end of each chapter, and many terms are highlighted in a
marginal glossary. Third, a glossary summarizing all key terms and definitions appears at the
end of the book for handy reference. A glossary of frequently used symbols is also included.
Ethics Questions. Identified by a special icon, ETHICS, ethics questions are included in most
chapters. Among the compelling issues students are asked to explore is redefining the right
to privacy in light of new technology. The ethical issues also provide a great opportunity for
building critical thinking skills.
Internet Questions. Internet questions also are identified by a special icon, 'NET. Nearly all
chapters include multiple questions and research activities that illustrate advances in Internet
applications common to marketing research.
Research Activities. The end-of-chapter materials include a few real-world research activi-
ties intended to provide actual research experience for the student. Most provide an oppor-
tunity for the student to gain experience with multiple content areas. Some involve ethical
aspects of research, and some involve Internet usage.
Cases. Extensive cases taken from real-life situations illustrate marketing research concepts and build
knowledge and research skills. These cases offer students the opportunity to participate actively in
the decision-making process, one of the most effective forms of learning. Video cases are also avail-
able via the instructor section of the book’s Web site (www.cengage.com/marketing/zikmund).

Resources for Students

To promote learning and competency, it is also important to provide students with well-crafted

resources. In addition to covering the latest information technology (described above), the fourth

edition includes the following student resources:

The Dedicated Web Site www.cengage.com/marketing/zikmund, developed especially for the
new edition, includes chapter quizzes that allows you to test and retest student knowledge of
chapter concepts. Each chapter has a quiz to encourage retesting. In addition, the Web site
features downloadable flashcards of key terms, the very best online marketing research resources
available, and much more.
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e The Qualtrics Research Suite was built for researchers by researchers. Enclosed with each new
copy of Essentials of Marketing Research is an access code that gives you access to a tool that
makes survey creation easy enough for a beginner while at the same time sophisticated enough
for the most demanding academic or corporate researcher. Qualtrics allows you to create and
deploy surveys, and provides data for analysis. A survey included in the book in the Survey
This! box on page 4 has you fill out an initial survey. Then the survey data collected from
students using Essentials of Marketing Research around the globe are used throughout the rest of
the book in a variety of ways, from critiquing questionnaire construction to using the data to
respond to real research questions about other students. Access to Qualtrics requires an access
code that is provided with each new copy of the book.
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In Remembrance

William G. Zikmund (1943-2002)

A native of the Chicago area, William G. Zikmund was a professor of marketing at Oklahoma State
University and died shortly after completing the eighth edition of Exploring Marketing Research. He
received a Ph.D. in business administration with a concentration in marketing from the University
of Colorado.

Before beginning his academic career, Professor Zikmund worked in marketing research for
Conway/Millikin Company (a marketing research supplier) and Remington Arms Company (an
extensive user of marketing research). Professor Zikmund also has served as a marketing research
consultant to several business and nonprofit organizations. During his academic career, Professor
Zikmund published dozens of articles and papers in a diverse group of scholarly journals, ranging
from the Journal of Marketing to the Accounting Review to the Journal of Applied Psychology. In addition
to Exploring Marketing Research, Professor Zikmund authored Essentials of Marketing Research, Busi-
ness Research Methods, Marketing, Effective Marketing, and a work of fiction, A Corporate Bestiary.

Professor Zikmund was a member of several professional organizations, including the Ameri-
can Marketing Association, the Academy of Marketing Science, the Association for Consumer
Research, the Society for Marketing Advances, the Marketing Educators’ Association, and the
Association of Collegiate Marketing Educators. He served on the editorial review boards of the
Journal of Marketing Education, Marketing Education Review, Journal of the Academy of Marketing Science,
and Journal of Business Research.
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After studying this chapter, you should be able to
1. Know what marketing research is and what it does for

business
2. Understand the differences between basic and applied

marketing research
3. Understand how the role of marketing research changes

when a firm is truly marketing oriented
4. Integrate marketing research results into the strategic

planning process
5. Know when marketing research should and should not be

conducted
6. Appreciate the way that technology and internationalization

are changing marketing research

Chapter Vignette: “The Dude Looks Like a Lady”

Picture the typical car company. Now, picture the typical car customer. What do you see? Put those
two images together and most people imagine one of the Big Three (GM, Ford, or Chrysler), selling

an SUV to a middle-aged man. The idea of men selling cars to men may have once been accurate. But
times change and many of the assumptions that underlie the car industry
can be questioned. Perhaps one reason many car

companies are struggling today is the failure to read
these changes in the marketplace. Is the typical car
customer a man? Is the typical car sold in the United
States an SUV? Are men better at selling cars?

Toyota surpassed General Motors as the number
one selling car brand in 2008. Toyota has earned
this position by successfully selling to many types of
customers, but they have been particularly success-
ful in designing cars that appeal to women. Women
buy about 6 out of every 10 Toyota cars sold in the
United States. This is no accident. Toyota works hard
to know their customers better than the competition.
Recently, Toyota placed an emphasis on conduct-
ing marketing research that addressed the key ques-
tion: What features create the most value for female
car consumers? The results were particularly revealing
and helped Toyota make important design changes. For
example, research revealed that women, in contrast to

o)
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men, are more interested in the car interior and less interested in the car exterior. Women want a
car that is easy to get in and out of, easy to put things like children’s car seats into, and ergonomic
controls that are easily adjustable even for a driver who is less than six feet tall. Safety and security are
also key benefits that create relatively high value for women. Women also show more interest in fuel
economy and the Toyota Prius appeals to this desire to save fuel! Although men generally find value in
features like these too, men are still more often first concerned with exterior styling and power. Even
the Toyota Yaris, Toyota’s lowest-priced model, contains a driver’s seat that can be adjusted not only

forward and back, but up and down as well.
Toyota’s status as the leading car company has other manufacturers playing catch-up. But,

General Motors and Volvo, among others, are also gearing up by aiming marketing research
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more squarely at women. For example, General Motors made the decision to make its OnStar
communication system standard on all vehicles. This added feature helps create a sense of security
by automatically contacting help in the event of a crash. Volvo's research also suggests that women
are more concerned than men with easy parking and a car that does not need frequent maintenance.
Volvo has put an exclamation point on the emphasis on women in the marketplace by naming Anne
Belec as president of Volvo Cars of North America. Now, research has put the “lady” squarely in the
center of the auto industry and Aerosmith could say “the dude looks like a lady” for a good reason!

Introduction

Changes in the automobile industry like those discussed in the vignette clearly demonstrate how
beneficial the right information can be in making informed marketing and managerial decisions.
Consumers in today’s economy need more than ever to be convinced that a car is really worth
the expense. Marketing research can provide the information that shows the factors that will cause
consumers to react favorably. Without the input that research provides, key business decisions
including those shaping product and brand promotion, pricing, distribution, and product design
are made in the dark.

Jelly Belly brand traditionally offered fifty official jelly bean flavors. However, research input
from customers has helped that number grow and now Jelly Belly even has a variety of specialty
beans. Consumers willingly submitted new flavor ideas as part of the Jelly Belly Dream Bean
Contest (http://www.dreambeancontest.com). In return, the consumers received an opportunity to win
prizes. The company receives some really off-the-wall flavor ideas.

Among the strangest are flavors such as Dill Pickle, Rotten Egg, Taco, Burned Bacon, and
Cream of Wheat.? Top suggestions were put back on the Web so that people could vote for the
flavor they most wanted to see introduced. In 2008, the winning flavor was Acai Berry which beat
out other finalist flavors such as Sublime Chili Lime, Thai Iced Tea, and Mojito.

More recently, Jelly Belly is trying to capitalize on consumers’ desires for sports performance
products. Survey research suggests that consumers would respond favorably to food and drink prod-
ucts providing benefits that improve one’s ability to exercise.® As a result, Jelly Belly has introduced
Sport Beans. Sport Beans contain added electrolytes, carbohydrates, and vitamins designed to pro-
vide added energy and alertness. In addition, all the strange flavor suggestions also have spawned a
new product offering for the entire jelly bean market. Bean-Boozled Jelly Beans combines a tradi-
tional flavor with an exotic flavor so consumers can decide if they really prefer a buttered-popcorn
jelly bean to a rotten egg. The
product provides added value
through the fun that comes

with all the potential surprises. A S

Jelly Belly brand’s market
research has capitalized on
consumers’ desires to produce
fifty varieties of jelly beans as
well as recipes on how to create
snacks with them.

Skunk Spray bean looks exactly
like a Licorice bean. So, the
bean lover never is sure when
the bean will bamboozle! Suc-
cessful companies are constantly
scanning ideas in the hope of
providing ways of adding value.
Jelly Bellys Sports Beans and
Bean-Boozled Beans offer two
different ways of adding value.* BeanBaozled™ Jelly Beans
The coffee industry, after Are you ready 1o be BeanBoozied™?
years of the “daily grind,” has s ot ey b bl s s g o
proved quite dynamic over the
beans you're getting i to eat them!

past decade. After years of steady
decline, research on consumers’

“real” ones and 10_well_dferent ones). You can make a fun,
out of it by giving vour frends beans of the same color and
be a chicken - vou have to parbopate tod. Just try not to get BeanBocsied™

beverage purchases shows that
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This book introduces the reader to the world of marketing They often are used as research participants and, with or with-
research. Marketing research represents the eyes and the earsofa  out their knowledge, they provide the information. One way
competitive business firm. The researcher’s job includes determin-  that consumers (and sometimes employees or managers) take
ing what information is needed so that data can be analyzed and part is by participating in surveys. Most readers have probably
become intelligence. Consumers play a crucial role in this process.  participated in surveys previously. Here is another chance to do

2 Survey | Qualirics Survey Sofrware - Windows Interner Fxplorer

so, only this time, you will first play the role of a
research participant. Later, you will fill the role of a

2 hitp: e, qualtrice comWRQuakrics SurveyErgine [T510=5¢_SuLIPLATHLGOHO W #3 | K o - ) .
, research analyst and even a key marketing decision
Mo [dt Vew Favordes Took  Help & - @snea ff & )
= maker as you try to make sense of data provided
" 4 Survey | Qualtrics Survey Gottwane - B mn  |fFPage = {£F Took = .
— by the many users of this textbook.
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Qualtncs‘_;um Survey Your. f|r§t interaction with the “Survey This!
jok Hers fo Start Ove feature is simply to play the role of respondent

COURTESY OF QUALTRICS.COM

and respond to the entire survey as honestly and
completely as possible. Go to the URL provided
in the preface and by your instructor, and simply
participate. Your answers will be anonymously
stored in the database. Once you've completed
the survey, you can visit the course Web site and
get a copy of the questions contained in the
questionnaire.

ch survey. The sun
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coftee sales began rebounding around 1995. Telephone interviews with American consumers esti-
mated that there were 80 million occasional coffee drinkers and 7 million daily upscale coftee
drinkers in 1995. By 2001, estimates suggested there were 161 million daily or occasional U.S. cof-
fee drinkers and 27 million daily upscale coftee drinkers.’ By 2007, research indicates that although
practically all coftee drinkers visit gourmet coftee shops, younger coffee consumers, particularly
those under the age of 30, drink most of their coftee the gourmet way.®

Coffee drinking habits have also changed. In 1991 there were fewer than 450 coffechouses
in the United States. Today, places such as Starbucks, Second Cup, The Coftee Bean, Tea Leaf,
and Gloria Jean’s are virtually everywhere in the United States and Canada.There are more than
11,000 Starbucks stores alone today.” While locating these outlets requires significant formal
research, Starbucks also is market testing new concepts aimed at other ways a coftee shop can
provide value to consumers. One concept that has survived testing thus far is the addition of free,
in-store high-speed wireless Internet access. Thus, you can have hot coftee in a hot spot! After
Starbucks barristas began reporting that customers were asking clerks what music was playing in
the stores, Starbucks began testing the sales of CDs containing their in-store music. The research
that underlies the introduction of these value-added concepts could first include simply asking a
consumer or a small group of consumers for their reaction to the concept. Survey research and
then actual in-store tests may follow. However, had Starbucks simply asked consumers the ques-
tion, “Are you willing to pay three dollars for a cup of coffee?” back in 1985, we would likely
not be discussing them today. So, the research underlying such decisions can be multilayered.

The statistics about coffee demonstrate how research can track trends that may lead to
new business opportunities. Also, it is clear to see how research can be used to examine new
concepts in progressively more complex stages, setting the stage for a more successful product
introduction. These are only the tip of the iceberg when it comes to the types of marketing
research that are conducted every day. This chapter introduces basic concepts of marketing
research and describes how research can play a crucial role in successful marketing and business
success in general.

© GEORGE DOYLE
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What Is Marketing Research?

Part of business involves studying the different things that come together to create a business
environment. Marketing research would not exist if business didn’t exist. Thus, understanding
marketing research requires at least a cursory understanding of business.

Business and Marketing Research

In its essence, business is very simple. Companies need to produce benefits that people want to
buy. That means that consumers view the company as providing valuable bundles of benefits.
There are many factors that can affect perceived value, and successful companies are those that
understand the value equation. With this in mind, there are several key questions, the answers to
which help provide this understanding.

1. What do we sell?
This includes not only the benefits that are easily seen, but also the more emotional benefits
such as the comfort and relaxation of enjoying a cup of gourmet coffee in a pleasant atmo-
sphere or the novelty of trying a rotten egg jelly bean.

2. How do consumers view our company?
All too often, companies define themselves too narrowly based only on the physical product
they sell. A key question involves whom the customers will do business with if they do not
choose your company. For instance, how is Starbucks viewed relative to its competitors? Who
are the competitors? Does Starbucks compete more directly with Maxwell House, Seattle
Drip, or something completely outside the coftee arena like a local lounge? Are we viewed
more or less favorably relative to the competition?

3. What does our company/product mean?
What knowledge do people have of the company and its products? Do they know how to use
them? Do they know all the different needs the company can address? What does the packag-
ing and promotion communicate to consumers?

4. What do consumers desire?
How can the company make the lives of its customers better, and how can it do this in a way
that is not easily duplicated by another firm? Part of this lies in uncovering the things that
customers truly desire, but which they can often not put into words.

Answering these questions requires information. Marketing research’s function is to supply
information that helps provide these answers, thereby leading to more informed and more success-
ful decision making. Managers that use this information reduce the risk associated with decision
making.

In a way, “every business issue ultimately boils down to an information problem”:* Can the
right information be obtained and delivered? Research thus seeks to deliver accurate and pre-
cise information that can make marketing strategy and management more effective.” Marketing
research attempts to supply accurate information that reduces the uncertainty in decision making.
Very often, decisions are made with little information for various reasons, including insufficient
time to conduct research or management’s belief that enough is already known. Relying on seat-
of-the-pants decision making—decision making without research—is like betting on a long shot
at the racetrack because the horse’s name is appealing. Occasionally there are successes, but in the
long run uninformed decision making is unwise. Marketing research helps decision makers shift
from intuitive information gathering to systematic and objective investigating.

Marketing Research Defined

Marketing research is the application of the scientific method in searching for the truth about mar-
keting phenomena. Research applications include defining marketing opportunities and problems,
generating and evaluating marketing ideas, monitoring performance, and generally understanding
the marketing process. Marketing research is more than conducting surveys.'’ This process includes

marketing research

The application of the scientific
method in searching for the truth
about marketing phenomena.
These activities include defin-

ing marketing opportunities

and problems, generating and
evaluating marketing ideas,
monitoring performance, and
understanding the marketing
process.
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Good Fat and Bad Fat become more confused about their 4 A

American consumers can be seen every day scouring nutrition diet? ; 4
labels. Most likely, the item they show the most interest in recently 3. Ifallamounts of fat are given equal A\ Pl
is the amount of fat. The Food and Drug Administration (FDA) is prominence on the label, will consumer : T
concerned that consumers get information that is not only accurate, attitudes toward the different types of v
but that also conveys the proper message to achieve a healthy diet. fats be the same?

But all fat is not created equal. In particular, dieticians warn of the 4. Will consumers interpret foods free of trans fats as healthy?

dangers associated with excess amounts of trans fats; diet nutri-
tion labels break fats into saturated and unsaturated fats. Among
numerous factors that complicate the interpretation of the nutrition
label, trans fat (hydrogenated) is technically a nonsaturated fat, but
it acts more like a saturated fat when consumed. So, where should it
be placed? The FDA cannot address this problem intelligently with-
out marketing research addressing questions such as the following.

Making this even more complicated is the fact that some con-
sumer segments, such as teenagers in this case, may actually use
the nutrition labels to select the brands that are least nutritious
rather than most nutritious. So, they may actually seek out the
one with the worst proportion of trans fats! The FDA specifically
addressed trans fats in labeling regulations that took effect in
2006. Under these regulations, the FDA allows labels to claim zero

1. If trans fats are listed as saturated fats, would consumers’ trans fat as long as less than half a gram of hydrogenated oil per
beliefs about their consumption become more negative? serving is contained. Simple?
2. If the saturated fat amount

includes a specific line Sources: “Health Labels are in the Eye of the Beholder,” Food Management, 40 (Janu-

PR ary 2005), 80; Hunter, B. T, “Labeling Transfat is Tricky,” Consumers’ Research Maga-

Lndlcatmg the"amOl.mt of zine, 86 (July 2003), 8-10; Weise, E., “Food Labels Now Required to Mention Trans
saturated fat” that is really Fat, Allergens,’ USA Today (January 2, 2006), H1.

trans fat, would consumers

idea and theory development, problem definition, searching for and collecting information, ana-
lyzing data, and communicating the findings and their implications.

This definition suggests that marketing research information is not intuitive or haphazardly
gathered. Literally, research (re-search) means “to search again.” The term connotes patient study
and scientific investigation wherein the researcher takes another, more careful look to try and
know more about the subject. Ultimately, all findings are tied back to marketing theory.

The definition also emphasizes, through reference to the scientific method, that any informa-
tion generated should be accurate and objective. The researcher should be personally detached
and free of bias attempting to find truth. Research isn’t performed to support preconceived ideas
but to test them. If bias enters into the research process, the value of the research is considerably
reduced. We will discuss this further in a subsequent chapter.

Clearly, our definition makes it clear that marketing research is relevant to all aspects of the
marketing mix. Research can facilitate managerial decision making in all aspects of the firm’s mar-
keting mix: product, pricing, promotion, and distribution. By providing the necessary information
on which to base marketing mix decisions, marketing research can decrease the risk of making a
wrong decision in each area.

Finally, this definition of marketing research is limited by one’s definition of marketing. Although
one could hardly argue that research aimed at designing better products for a for-profit corporation
like Toyota is clearly marketing research, marketing research also includes efforts that assist nonprofit
organizations such as the American Heart Association, the San Diego Zoo, or a parochial elementary
school. Each of these organizations exists to satisfy societal needs, and each requires marketing skills
to produce and distribute their products and services. The federal government performs many of
the same functions as for-profit business organizations. Governments can use research in much the
same way as managers at Starbucks or General Motors. For instance, the FDA is an important user
of marketing research, employing it to address the way people view and use various food and drugs.
The FDA commissioned and funded research to address the question of how consumers used the
risk summaries that are included with all drugs sold in the United States.!' The Research Snapshot
above describes a typical FDA market research project. This book explores marketing research as it
applies to all organizations and institutions engaging in some form of marketing activity.

© GEORGE DOYLE & CIARAN GRIFFIN
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Applied and Basic Marketing Research

One useful way to describe research is based on the specificity of its purpose. Is the research intended
to address a very specific problem or is it meant to describe some overall marketing phenomenon?

Applied Marketing Research

Applied marketing research is conducted to address a specific marketing decision for a specific
firm or organization. The opening vignette describes a situation in which companies like
Toyota and General Motors use applied marketing research to decide how to best create
knowledge leading to better-designed products for particular market segments. Applied research
is quite specific and a big part of this research is identifying exactly what issue a business needs
to address.

Basic Marketing Research

Basic marketing research is conducted without a specific decision in mind, and it usually does
not address the needs of a specific organization. It attempts to expand the limits of marketing
knowledge in general, and as such it is not aimed at solving a particular pragmatic problem.
Basic research can be used to test the validity of a general marketing theory (one that applies to
all of marketing) or to learn more about some market phenomenon. For instance, a great deal
of basic marketing research addresses the ways in which retail atmosphere influences consumers’
emotions and behavior.'”? From such research, we can learn how much the physical place creates
value for consumers relative to the actual product consumed. This basic research does not exam-
ine the problem from any single retail or service provider’s perspective. However, Starbucks’
management may become aware of such research and use it to design applied research studies
examining questions about its store designs. Thus, the two types of research are not completely
independent.

Sometimes researchers use different terms to represent the same distinction. Some reserve the
term marketing research to refer to basic research. Then, the term market research is used to capture
applied research addressing the needs of a firm within a particular market. While the distinction is
very useful in describing research, there are very few aspects of research that apply to only basic or
only applied research. In addition, we will use the term marketing research more generally to refer
to either type of research.

The Scientific Method

All marketing research, whether basic or applied, involves the scientific method. The scientific
method is the way researchers go about using knowledge and evidence to reach objective conclu-
sions about the real world. The scientific method is the same in social sciences such as marketing
and in physical sciences such as physics. In this case, it is the way we come to understand market-
ing phenomena.

Exhibit 1.1 on the next page briefly illustrates the scientific method. In the scientific method,
there are multiple routes to developing ideas. When the ideas can be stated in researchable terms,
we reach the hypothesis stage. The next step involves testing the hypothesis against empirical evi-
dence (facts from observation or experimentation). The results either support a hypothesis or do
not support a hypothesis. From these results, new knowledge is acquired.

In basic research, testing these prior conceptions or hypotheses and then making inferences
and conclusions about the phenomena leads to the establishment of general laws about the phe-
nomena. Use of the scientific method in applied research ensures objectivity in gathering facts
and testing creative ideas for alternative marketing strategies. The essence of research, whether
basic or applied, lies in the scientific method. Much of this book deals with scientific methodol-
ogy. Thus, the techniques of basic and applied research differ largely in application rather than in
substance.

applied marketing
research

Research conducted to address a
specific marketing decision for a
specific firm or organization.

basic marketing research

Research conducted without a
specific decision in mind that
usually does not address the
needs of a specific organization. It
attempts to expand the limits of
marketing knowledge in general
and is not aimed at solving a par-
ticular pragmatic problem.

the scientific method

The way researchers go about
using knowledge and evidence
to reach objective conclusions
about the real world.
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product-oriented

Describes a firm that prioritizes
decision making in a way that
emphasizes technical superiority
in the product.

production-oriented

Describes a firm that prioritizes
efficiency and effectiveness of the
production processes in making
decisions.

marketing concept

A central idea in modern market-
ing thinking that focuses on how
the firm provides value to cus-
tomers more than on the physical
product or production process.

marketing orientation

The corporate culture existing
for firms adopting the marketing
concept. It emphasizes customer
orientation, long-term profitabil-

ity over short-term profits, and a
cross-functional perspective.

customer-oriented

Describes a firm in which all deci-
sions are made with a conscious
awareness of their effect on the
consumer.
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Prior
Knowledge

Observation

Hypothesis Test
(Observation or
Experimentation)

Conclusion
(New Knowledge)

Marketing Research and Strategic
Management Orientation

In all of business strategy, there are only a few business orientations. A firm can be product-
oriented. A product-oriented firm prioritizes decision making in a way that emphasizes technical
superiority in the product. Thus, input from technicians and experts in the field are very important
in making critical decisions. A firm can be production-oriented. Production orientation means that
the firm prioritizes efficiency and effectiveness of the production processes in making decisions.
Here, input from engineers and accounting becomes important as the firm seeks to drive costs
down. Production-oriented firms are usually very large firms manufacturing products in very large
quantities. In both of these orientations, marketing research may take a backseat.

In contrast, marketing research is a primary tool enabling implementation of a marketing ori-
entation.” The marketing concept is a central idea in modern marketing thinking that focuses more
on how the firm provides value to customers than on the physical product or production process.
It has evolved over time as product- and production-oriented firms respond to changes in the
competitive and economic environments. When a firm adapts the marketing concept, it develops
a marketing orientation. A marketing-oriented firm exhibits several key aspects including:

1. Be customer-oriented—meaning that all firm decisions are made with a conscious awareness of
their effect on the consumer

2. Emphasize long-run profitability rather than short-term profits or sales volume

3. Adopt a cross-functional perspective, meaning that marketing is integrated across other busi-
ness functions

Customer Orientation

According to the marketing concept, the consumer is at the center of the operation, the pivot
point about which the business moves to achieve the balanced best interests of all concerned.
According to this philosophy, the firm creates products and services with consumers’ needs in
mind. Many marketing theorists and marketing managers believe that the creation of value for
consumers is the justification for a firm’s existence. Therefore, unlike the other two orientations,
marketing research addressing consumer desires, beliefs, and attitudes becomes essential.
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Yoplait Go-Gurt, yogurt packaged in a three-sided tube designed to fit in kids’ lunchboxes,
had more than $100 million in sales its first year on the market. The development of Go-Gurt
clearly illustrates a consumer orientation. The company’s consumer research about eating regular
yogurt at school showed that moms and kids in their “tweens” wanted convenience and portabil-
ity. Some brands, like Colombo Spoon in a Snap, offered the convenience of having a utensil as
part of the packaging and delivery system. However, from what Yoplait marketers learned about
consumers, they thought kids would eat more yogurts if they could “lose the spoon” and eat
yogurt anywhere, anytime. Moms and kids participating in a taste test were invited to sample
different brand-on-the-go packaging shapes—long tubes, thin tubes, fat tubes, and other shapes—
without being told how to handle the packaging. One of the company’s researchers said, “It was
funny to see the moms fidget around, then daintily pour the product onto a spoon, then into their
mouths. The kids instantly jumped on it. They knew what to do.”"* Squeezing Go-Gurt from the
tube was a big plus. The kids loved the fact that the packaging gave them permission to play with
their food, something parents always tell them not to do. Go-Gurt is a fun, convenient product
that allows consumers the freedom to eat whenever and wherever they want.Yoplait realized that
knowledge of consumers’ needs, coupled with product research and development, leads to suc-
cessful marketing strategies and that industry leadership—indeed, corporate survival—depends on
satisfying consumers.

Long-Run Profitability

Customer orientation does not mean slavery to consumers’ every fleeting whim. Implicit in the
marketing concept is the assumption of the continuity of the firm. Thus, the firm must eventu-
ally experience profitability to survive (see Exhibit 1.2). High fuel prices have stifled the market
for large SUVs and trucks. This has contributed to troubles at most automotive companies. GM
is now carefully considering which brands should be part of its portfolio. Surprisingly, one of the
brands that GM is considering dropping is Saturn. Saturn produces economy cars that generally
get great gas mileage, are recognized as innovative by automotive experts, and that display among
the highest average customer satisfaction among GM brands. However, Saturn has yet to become
profitable." Pricing the cars higher is not a good option because Saturn consumers show too much
price sensitivity and thus, they would likely switch to other brands.

Goods Services

Gas Day Care

Corn Spas

Tools Internet Service Provider

Provide Benefits by Meeting Customers
Needs and Desires

Value

When the Firm Provides Benefits,
[t Creates Value for Customers and Itself

TO POINT

—Peter Drucker

Long-Run Profitability
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EXHIBIT 1.3

Isolation versus Cross-
functionality of Marketing

ina Firm

Finance

Production

Part 1: Introduction

The second aspect of the marketing concept argues against profitless volume or sales volume
for the sake of volume alone. Sometimes, the best decision for a customer and the best decision in
the long run for the firm is the sale that is not made. For instance, a parts supplier might be able to
mislead a customer about the relative quality of the parts he or she sells and make an immediate sale.
However, when the parts begin to fail sooner than expected, the customer will almost certainly not
do business with this firm again. If instead the salesperson had been honest and suggested another
supplier, he or she might have been able to find another opportunity to do business with that firm.

A Cross-Functional Effort

Marketing personnel do not work in a vacuum, isolated from other company activities. The
actions of people in areas such as production, credit, and research and development may affect
an organization’s marketing efforts. Similarly, the work of marketers will affect activities in other
departments. Problems are almost certain to arise from lack of an integrated, company-wide eftort.
The marketing concept stresses a cross-functional perspective to achieve consumer orientation and
long-term profitability. The first panel of Exhibit 1.3 illustrates a firm in which every department
works independently; it is not cross-functional and, consequently, not marketing-oriented. The
second panel illustrates a firm in which marketing personnel work cross-functionally with other
departments to achieve long-term profitability.

Problems occur when the marketing department views focusing on consumer needs as its
sole responsibility. Indeed, other functional areas’ goals may conflict with customer satisfaction or
long-term profitability. For instance, the engineering department may want long lead times for
product design, with simplicity and economy as major design goals. Marketing, however, may
prefer short lead times and more complex designs with custom components and optional features
for multiple models. The finance department may want fixed budgets, strict spending justifica-
tions, and prices that cover costs, whereas the marketing department may seek flexible budgets,
liberal spending rationales, and below-cost prices to develop markets quickly.

Similar differences in outlook may be found in other functional areas of the organization,
and these may be sources of serious conflicts. When a firm lacks organizational procedures for

Finance
Distribution

Market Research

Distribution Production

(a) Isolation (b) Cross-functionality
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communicating marketing information and coordinating marketing efforts, the effectiveness of
its marketing programs will suffer. Marketing research findings produce some of the most crucial
marketing information; thus, such research is management’s key tool for finding out what custom-
ers want and how best to satisfy their needs. It is vital, then, that management conduct marketing
research, that researchers produce valid and reliable results, and that those results be communicated
to decision makers so that they can help shape the firm’s marketing strategy.

Marketing-oriented firms visualize a chain of customers within the production and delivery
system.'® An accountant who prepares a report for a sales manager should view the manager as
a customer who will use the information to make decisions that will benefit external customers
who buy the company’s products. Every employee should contribute to quality improvement and
providing value to customers.

Keeping Customers and Building Relationships

Marketers often talk about getting customers, but keeping customers is equally important. Effective
marketers work to build long-term relationships with their customers. The term relationship
marketing communicates the idea that a major goal of marketing is to build long-term relation-
ships with the customers contributing to the firm’s success. Once an exchange is made, effective
marketing stresses managing the relationships that will bring about additional exchanges. Effective
marketers view making a sale not as the end of a process but as the start of the organization’s rela-
tionship with a customer. Satisfied customers will return to a company that has treated them well
if they need to purchase the same product in the future. If they need a related item, satisfied cus-
tomers know the first place to look. Harley-Davidson is a company that over time has developed
a familial type bond with its loyal customers. Now, they are seeking to expand their offering to new
parts of the world. The Research Snapshot on the next page describes some of the issues arising
from this investigation.

Total quality management is a business philosophy that has much in common with the mar-
keting concept. It embodies the belief that the management process must focus on integrating
customer-driven quality throughout the organization. The philosophy underlying the implemen-
tation of total quality management was clearly articulated by a Burger King executive: “The
customer is the vital key to our success. We are now looking at our business through the custom-
ers’ eyes and measuring our performance against their expectations, not ours.”'” A company that
employs a total quality strategy must evaluate itself through the eyes of the customer.

When Ford Motor Company advertises that “Quality Is Job One,” the production department
must make sure that every automobile that comes off the assembly line will meet consumers’ qual-
ity specifications. The notion that quality improvement is every employee’s job must be integrated
throughout the organization so that marketing and production will be in harmony. Chapter 10 dis-
cusses the measurement of important marketing concepts like attitude and value in detail. Through-
out this book, however, we will explain how marketing research can help a company achieve the
goal of creating valuable experiences for customers.

Marketing Research: A Means for
Implementing the Marketing Concept

Home building used to be a business completely dominated by local construction contractors.
If a customer wanted a home that would provide maximum satisfaction, a custom home at a
custom price was the only option. Today, there is another option. Several home builders are
going national. In doing so, they have implemented market-driven design processes that integrate
research into the home designs. The research tracks consumers’ actual living patterns to build
homes with maximum livability. Thus, rather than “wasting space” on things like hallways that
add little or even distract from a home’s livability, that space is cannibalized, allowing more space
allocated to the places where families really “live.” In addition, research shows that consumers will
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Communicates the idea that a
major goal of marketing is to
build long-term relationships
with the customers contributing
to the firm’s success.

total quality management

Total quality management s a
business philosophy that has
much in common with the mar-
keting concept.
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Harley-Davidson Goes Abroad

Before Harley-Davidson goes overseas, it must perform consid-
erable research on that market. It may find that consumers in
some countries, such as France or Italy, have a strong preference

largely positive, Harley’s research on the v
political operating environment eventu- B
ally determined its decision. Even after - ‘ J
considerable negotiation, India refused to ; : o

budge on tariffs although they were willing

to give on emission standards. Instead, Harley

may direct its effort more toward the U.S. women’s market for
bikes. Research shows that motorcycle ownership among U.S.
women has nearly doubled since 1990 to approximately 10 per-
cent. Product research suggests that Harley may need to design
smaller and sportier bikes to satisfy this market’s desires. Perhaps
these new products would also be easier to market in India.
Research will tell.

for more economical and practical motor bikes. There, people
may prefer a Vespa Wasp to a Harley Hog! Other times, they may
find that consumers have a favorable attitude toward Harley-
Davidson and that it could even be a product viewed as very
prestigious. Harley recently considered doing business in India
based on trend analysis showing a booming economy. Favorable
consumer opinion and a booming economy were insufficient to
justify distributing Harleys in India. The problem? Luxury imports
would be subject to very high duties which would make them
cost-prohibitive to nearly all
Indian consumers and India
has strict emission rules for
motor bikes. Thus, although
research on the market was

Sources: “Harley Davidson Rules Out India Foray for Near Future,” Asia-Africa Intel-
ligence Wire (September 2, 2005); “Women Kick it Into Gear,” Akron Beacon Journal
(May 22, 2005); “No Duty Cut on Harley Davidson Bikes, India to US," The Financial
Express (February 24, 2008), www.financialexpress.com/news/No-duty-cut-on-
Harley-Davidson-bikes-India-to-US/276635, accessed July 7, 2008.

© GEORGE DOYLE & CIARAN GRIFFIN

© MICHAEL NEWMAN/PHOTOEDIT

make use of outdoor living areas if they are properly designed. Thus, the homes often include
covered porches or lanais in place of less used indoor space like a formal living room. ™

Marketing research can also help prevent commercialization of products that are not consumer
oriented. Sometimes ideas that look like technological breakthroughs in the laboratory fall flat
when presented to consumers. For example, a powdered pain reliever was supposed to be a sooth-
ing remedy because it was to be mixed with milk. It did not soothe customers, however. Research
showed that the public thought this great step forward was actually a step backward in convenience.
Someone forgot to consider how consumers would actually use the product.

By improving efficiency, research also facilitates profitability. For instance, during the intro-

duction of a new product, accurate forecasting of the product’s potential sales volume is an
Fun in the snow depends on
weather trends, equipment,
and clothing—all subjects for a
market researcher.

essential basis for estimating its profitability. A firm considering the introduction of a cat snack
that contains hairball medicine might rely on a test market experiment to determine the opti-
mal price for this new concept. Extensive testing should be done to ensure that the marketing
program is fine-tuned to maximize
the firm’s profitability while satisfying
consumers.

Analysis of data may also be a form
of marketing research that can increase
efficiency. Marketing representatives
from Exxon Chemical Company used
laptop computers to present a complex
set of calculations to sales prospects to
show them the advantage of Exxon
products over competitors’ products.
Such analysis of research data improves
the salesperson’s batting average and
the firm’s efficiency.

Because of the importance of
integrating company efforts, a market-
ing researcher must be knowledgeable
not only about marketing research but

about the entire spectrum of market-
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ing activities.
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Marketing Research and Strategic
Marketing Management

Effective marketing management requires research. DirectTV, the direct-broadcast satellite tele-
vision service, uses marketing research to determine which kinds of programming to add to its
lineup of channels. A company executive says, “Research has driven every aspect of our busi-
ness decisions.”!” At Ford Motor Company, research is so fundamental that the company hardly
makes any significant decision without the benefit of some kind of marketing research. The prime
managerial value of marketing research comes from the reduced uncertainty that results from
information and facilitates decision making about marketing strategies and tactics to achieve an
organization’s strategic goals.
Developing and implementing a marketing strategy involves four stages:

1. Identifying and evaluating market opportunities
Analyzing market segments and selecting target markets

3. Planning and implementing a marketing mix that will provide value to customers and meet
organizational objectives

4. Analyzing firm performance

Exhibit 1.4 illustrates the integration of research and marketing strategy and the way they come
together to create value in the marketplace.

Marketing Research

|dentify and Evaluate Analyze Market Segments
Market Opportunities and Select Target Markets

Plan and Implement
Marketing Mix

e

Value Firm Performance
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—Aristotle Onassis

Marketing Research Cuts
Decision Risk with Input that
Leads to Value
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geo-demographics

Refers to information describing
the demographic profile of con-
sumers in a particular geographic
region.

Part 1: Introduction

B IDENTIFYING AND EVALUATING MARKET OPPORTUNITIES

One job that marketing research can perform is monitoring the competitive environment for sig-
nals indicating a business opportunity. A mere description of some social or economic activity, such
as trends in consumer purchasing behavior, may help managers recognize problems and identify
opportunities for enriching marketing efforts. In some cases, this research can motivate a firm to
take action to address consumer desires to the benefit of both the customers and the firm.

At times, evaluating opportunities may involve something as mundane as tracking weather trends.
Consumers have a physical need to maintain some degree of physical comfort. Thus, changes in the
temperature patterns may create business opportunities for utility companies, appliance companies,
and even beverage companies as more consumers will select a hot beverage like hot chocolate when
the weather is cold and dreary. Companies can also adjust their logistic distribution patterns based
on the weather. When Hurricane Katrina hit the Gulf Coast of the United States, several chainsaw
companies (such as Poulan) and companies that manufacture generators (such as Honda) began
directing inventory toward those areas even before the hurricane actually struck. As a result, many
home supply stores like Home Depot and Lowe’s were able to maintain inventories of these vital
products despite an increase in demand of over 1,000 percent! Thus, the misfortune of a hurricane
created a business opportunity that also provided real value to consumers. In this case, the businesses
and the consumers all benefited from the fact that firms scan the environment for opportunities.

Another opportunity was presented by a research study on running shoes was to investigate
the occasions or situations associated with product use—that is, when individuals wore running
shoes. The researchers found that most owners of running shoes wore the shoes while walking, not
running. Also, most of this walking was part of a normal daily activity like shopping or commuting
to work. Many of the people who wore running shoes for routine activities considered the shoes
an alternative to other casual shoes. This research ultimately led to a shift in design and production
toward walking shoes designed for comfortable, everyday walking and casual wear.?’

Market opportunities may be evaluated using many performance criteria. For example, the
performance criterion of market demand typically is estimated using marketing research tech-
niques. Estimates of market potential or predictions about future environmental conditions allow
managers to evaluate opportunities. Accurate sales forecasts are among the most useful pieces
of planning information a marketing manager can have. Complete accuracy in forecasting the
future is not possible, because change is constantly occurring in the marketing environment.
Nevertheless, objective forecasts of demand or changing environments may be the foundations on
which marketing strategies are built.

Bl ANALYZING AND SELECTING TARGET MARKETS

The second stage of marketing strategy development is to analyze market segments and select tar-
get markets. Marketing research is a major source of information for determining which character-
istics of market segments distinguish them from the overall market. Such research can help “locate”
or describe a market segment in terms of demographic and characteristics. Geo-demographics can
be important to study and track in this effort. Geo-demographics refers to information describing
the demographic profile of consumers in a particular geographic region. The company may learn
that consumers in a particular postal code within a region tend to be middle-aged, have multiple
children over the age of twelve, and have college degrees and white-collar jobs. Once the company
knows the geo-demographics of a market segment, it can effectively communicate with those
customers by choosing media that reach that particular profile. For example, Architectural Digest is a
magazine that is read predominantly by consumers with very high social status in the most exclu-
sive zip codes in the United States.

Planning and Implementing a Marketing Mix

Using the information obtained in the two previous stages, marketing managers plan and execute
a marketing-mix strategy. Marketing research may be needed to support specific decisions about
any aspect of the marketing mix. For instance, the research can evaluate an alternative course of
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action. For example, advertising research might investigate whether an actress like Julia Roberts or
a singer like Mariah Carey would make a better spokesperson for a specific brand of hair coloring.
Research might be conducted involving test ads with each celebrity examining questions such as
whether or not consumer attitudes toward the brand are higher for Julia or for Mariah and how
much each celebrity is liked, but also, perhaps not as obviously, how much credibility each celebrity
would have based on the beliefs consumers have about whether or not each would really use the
product.

It is essential that an overall research plan involve all elements of marketing strategy. In other
words, once the research identifies a target market and media that can be used in promotion, it
needs to determine what benefits are required to create value for the customers, what price is
most appropriate and, not to be overlooked, what channels of distribution will best reach the
consumer. The integration of all of this research leads to effective brand management.?' The fol-
lowing examples highlight selected types of research that might be conducted for each element
of the marketing mix.

Product Research

Product research takes many forms and includes studies designed to evaluate and develop new
products and to learn how to adapt existing product lines. Concept testing exposes potential
customers to a new product idea to judge the acceptance and feasibility of the concept. Prod-
uct testing reveals a product prototype’s strengths and weaknesses or determines whether a fin-
ished product performs better than competing brands or according to expectations. Brand-name
evaluation studies investigate whether a name is appropriate for a product. Package testing assesses
size, color, shape, ease of use, and other attributes of a package. Product research encompasses all
applications of marketing research that seek to develop product attributes that will add value for
consumers.

Before Cheetos became the first major brand of American snack food to be made and mar-
keted in China, product taste tests revealed that traditional cheese-flavored corn puffs Cheetos
did not appeal to Chinese consumers. So the company conducted consumer research with 600
different flavors to learn which flavors would be most appealing. Among the flavors Chinese con-
sumers tested and disliked were ranch dressing, nacho, Italian pizza, Hawaiian barbecue, peanut
satay, North Sea crab, chili prawn, coconut milk curry, smoked octopus, caramel, and cuttlefish.
Research did show that consumers liked other flavors. So, when Cheetos were introduced in
China, they came in two flavors: savory American cream and zesty Japanese steak.?* So, the result
was essentially cheeseless Cheetos.

Pricing Research

In many ways, pricing research represents typical marketing research. Many test markets address
the question of how consumers will respond to a product offering two different prices. Pricing
involves finding the amount of monetary sacrifice that best represents the value customers perceive
in a product after considering various market constraints. Most organizations conduct pricing
research. Starbucks may seem expensive now, but if the price doubled, would Starbucks lose many
customers? How much more are Toyota customers willing to pay for each extra mile per gallon?
How much is too much to pay for gas? Pricing research also investigates the way people respond
to pricing tactics. How do consumers respond to price reductions in one form or another? How
much are people willing to pay for some critical product attribute? Do consumers view prices and/
or quantity discounts as fair in a given category?* Do price gaps among national brands, regional
brands, and private labels exist?** Most importantly, research also addresses the way consumers
determine perceived value.

Pricing research addresses consumer quality perceptions by its very nature. A great deal of
research addresses consumer reactions to low prices and documents the fact that, in quite a few
instances, prices can actually be too low. In other words, sales can actually decrease with lower
prices instead of increasing.?

pricing
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marketing channel

A network of interdependent
institutions that perform the
logistics necessary for consump-
tion to occur.

supply chain

Another term for a channel
of distribution, meaning the
link between suppliers and
customers.

promotion

The communication function of
the firm responsible for informing
and persuading buyers.

promotion research

Investigates the effectiveness of
advertising, premiums, coupons,
sampling, discounts, public rela-
tions, and other sales promotions.

Part 1: Introduction

Wal-Mart test marketed a Starbucks-type coffee shop called Medina’s Kicks.* A Kicks coffee
shop was set up in a Texas Wal-Mart store. They are testing prices relative to the nearby Starbucks.
At prices 25 percent below Starbucks, sales remain relatively low while Starbucks remains popu-
lar. By lowering the price, they may also have lowered the perceived product quality. By raising
the price, might quality perceptions improve and get consumers to think the coffee may be more
similar to Starbucks? These are typical pricing questions.

Distribution Research

Distribution involves the marketing channels that will physically “distribute” products from a
producer to a consumer. A marketing channel is a network of interdependent institutions that
perform the logistics necessary for consumption to occur. Some channels are very short and
involve only a producer and a consumer, and some are very long involving much transportation
and wholesale and retail firms. It may be somewhat obvious why the term supply chain is some-
times used to refer to a channel of distribution. Distribution is necessary to remove the physical
separations between buyers and sellers.

Distribution research is typified by studies aimed at selecting retail sites or warehouse
locations. A survey of retailers or wholesalers may be conducted because the actions of one
channel member can greatly affect the performance of other channel members. Distribution
research often is needed to gain knowledge about retailers’ and wholesalers’ operations and
to learn their reactions to a manufacturer’s marketing policies. It may also be used to exam-
ine the effect of just-in-time ordering systems or exclusive distribution on product qual-
ity. Research focused on developing and improving the efficiency of marketing channels is
extremely important.

Golden Books traditionally distributed its small hardcover children’s books with golden spines
to book retailers like Waldenbooks or B. Dalton Booksellers. When it researched where its cus-
tomers would prefer to purchase Golden Books, the company learned that mass merchandisers,
grocery stores, and drug stores would be just as popular as the upscale stores as distribution chan-
nels. Today, publishing companies like Golden Books face the possibility of new and shorter
marketing channels that would allow home delivery via the Internet. Not only does this mean
reduced time from production to consumption, but it also allows the books to come alive through
interactivity. Should Golden Book abandon its more traditional marketing channels and focus its
resources on this new delivery option?

Prescription drugs can now be purchased via the Internet. For the consumer, this marketing
channel bypasses the traditional doctor’s visit and local pharmacy. For the pharmaceutical firm,
is it wise to take advantage of this channel? By removing the family doctor from the channel of
distribution, does the drug seem to be less effective, and if so, is the brand’s reputation harmed?
Marketing research is needed to examine related issues including whether or not the product is
equally effective through both the new and traditional marketing channel. Research results may
both help firms make the distribution decision and help policy makers decide on the limits that
should be placed on prescription drug distribution options.

Promotion Research

Promotion is the communication function of the firm responsible for informing and persuading
buyers. Promotion research investigates the effectiveness of advertising, premiums, coupons, sam-
pling, discounts, public relations, and other sales promotions. However, among all of these, firms
spend more time, money, and effort on advertising research.

The marketing research findings of Zales, a large jewelry retailer, helped in the creation
of advertising with large, one-word headlines that simply asked, “Confused?,” “Nervous?,” or
“Lost?” The advertisements overtly acknowledged the considerable emotional and financial risks
that consumers face in jewelry purchases. Research had shown that typical consumers felt unable to
determine the relative quality of various jewelry items, believed jewelry purchases were expensive,
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and needed reassurance about their purchases, especially because they often purchased jewelry
for someone else. This promotion helped communicate an effective message of empathy with
the consumer.

Similarly, a business in transition must effectively communicate its meaning. As AT&T’s busi-
ness shifts from that of a pure long-distance provider into that of a distanceless cable, Internet, and
wireless communication specialist, it is trying to make sure its image changes too. But research
showed its brand name still conjured up the image of an old-fashioned telephone company.?’
Marketing research also indicates great familiarity with the blue-and-white striped globe that
served as AT&T’s logo. A survey found 75 percent unaided recognition among the broad con-
sumer market, 77 percent recognition among 18- to 24-year-olds, and 80 percent recognition
among “high-value, active networkers”—consumers spending seventy-five dollars or more per
month on long-distance and wireless services. Because of this high level of recognition, AT&T
produced numerous TV commercials featuring an animation of the logo bouncing around, giving
fun, high-intensity demonstrations of the various ways the company is transforming itself in the
broadband-enabled world, accompanied by voice-over explanations of these new services. Future
research may even consider placing the logo on iPod sites or even as a product placement in video
games as a way of further transforming AT&T’s image from “Ma Bell” into a modern technology
service provider.?®

Media research helps businesses make decisions about whether television, newspapers, maga-
zines, or other media alternatives are best suited to convey the intended message. Choices among
media alternatives may be based on research that shows
the proportion of consumers in each market segment
that a particular advertising vehicle can reach.

The Integrated Marketing Mix

Marketing today focuses increasingly on the fact that
different promotional decisions should not be made in
isolation. Instead, the concept of integrated marketing
communication is adopted, meaning that all promotional
efforts (advertising, public relations, personal selling,
event marketing, and so forth) should be coordinated to
communicate a consistent image. Likewise, marketing
firms realize that the elements of the marketing mix
itself must work together. For instance, a change in price
can affect the quality of the product, which may also
influence decisions about distribution. From a research
standpoint, the integrated marketing mix means that
research studies often investigate effects of various com-
binations of marketing mix elements on important out-
comes like sales and image. Research suggests that
consumer-oriented firms are particularly oriented
toward integrating all aspects of their marketing into a
single message.”’

Best Buy, a U.S.-based electronic and appliance
retailer, recently showed the success of integrating sales
and service with promotion.You’ll find a Geek in every
Best Buy. The Geeks are technology experts (i.e.,“com-
puter geeks”) that provide knowledgeable sales advice
and technical service. To be a Geek, you have to look
like a Geek! Their attire is carefully coordinated: white
socks with black shoes, black pants that are just a little
too short, a white sport shirt, and a narrow black tie.
Today, the Geeks have become prominent in Best Buy
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integrated marketing
communication

All promotional efforts (advertis-
ing, public relations, personal
selling, event marketing, and so
forth) should be coordinated to
communicate a consistent image.

integrated marketing mix

The effects of various combina-
tions of marketing-mix elements
on important outcomes.

Best Buy has reinvented the
traditional Geek image and
made it work for them.
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total value management

The management and monitor-
ing the entire process by which
consumers receive benefits from
a company.

performance-monitoring
research

Refers to research that regularly,
sometimes routinely, provides
feedback for evaluation and con-
trol of marketing activity.

marketing metrics

Quantitative ways of monitor-
ing and measuring marketing
performance.

Part 1: Introduction

television ads, and they even provide in-home setup and technical service. The Geeks trans-

formed Best Buy in the minds of consumers.*

Companies that integrate the use of consistent
spokespeople, such as the Geeks, across marketing elements enjoy more favorable brand images
among consumers and are better able to communicate relevant information.” Competitors like
Circuit City tried to copy with experts with names like Fire Dog, but they failed to eftectively

integrate it with their message.

Analyzing Marketing Performance

After a marketing strategy has been implemented, marketing research may serve to inform manag-
ers whether planned activities were properly executed and are accomplishing what they were
expected to achieve. In other words, marketing research may be conducted to obtain feedback for
evaluation and control of marketing programs.This aspect of marketing research is especially
important for successful total value management, which attempts to manage the entire process by
which a consumer receives benefits from a company.

Performance-monitoring research refers to research that regularly, sometimes routinely, provides
feedback for evaluation and control of marketing activity. For example, most firms continuously
monitor wholesale and retail activity to ensure early detection of sales declines and other anomalies.
In the grocery and drug industries, sales research may use Universal Product Codes (UPCs) on
packages read by electronic cash registers and computerized checkout counters to provide valuable
market-share information to store and brand managers interested in the retail sales volumes of their
products. Market-share analysis and sales analysis are the most common forms of performance-
monitoring research. Almost every organization compares its current sales with previous sales
and with competitors’ sales. However, analyzing marketing performance is not limited to the
investigation of sales figures.

Marketing metrics refer to quantitative ways of monitoring and measuring marketing per-
formance. Research is needed to determine marketing metrics that allow a firm to know
whether the resources invested in marketing activities have met their quantitative business goals.
Marketing metrics allow the firm to assess the return on investment (ROI) associated with
marketing activities. Performance monitoring research conducted by the ACNielsen firm sug-
gests that only 18 percent of television commercials return a positive ROI for the companies
advertised.*

When Is Marketing Research Needed?

The need to make intelligent, informed decisions ultimately motivates marketing research. Not
every decision requires marketing research. Thus, when confronting a key decision, a marketing
manager must initially decide whether or not to conduct marketing research. The determina-
tion of the need for marketing research centers on (1) time constraints, (2) the availability of
data, (3) the nature of the decision to be made, and (4) the value of the research information in
relation to costs.

Time Constraints

Systematic research takes time. In many instances management believes that a decision must be
made immediately, allowing no time for research. Decisions sometimes are made without adequate
information or thorough understanding of market situations. Although making decisions with-
out researching a situation is not ideal, sometimes the urgency of a situation precludes the use of
research. The urgency with which managers often want to make decisions often conflicts with the
marketing researchers’ desire for rigor in following the scientific method.
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Availability of Data

Often managers already possess enough information to make sound decisions without additional
marketing research. When they lack adequate information, however, research must be considered.
This means that data need to be collected from an appropriate source. If a potential source of data
exists, managers will want to know how much it will cost to get the data.

If the data cannot be obtained, or it cannot be obtained in a timely fashion, this particular
research project should not be conducted. For example, many African nations have never conducted
a population census. Organizations engaged in international business often find that data about busi-
ness activity or population characteristics that are readily available in the United States are nonexis-
tent or sparse in developing countries. Imagine the problems facing marketing researchers who wish
to investigate market potential in places like Uzbekistan, Yugoslavian Macedonia, and Rwanda.

Nature of the Decision

The value of marketing research will depend on the nature of the managerial decision to be
made. A routine tactical decision that does not require a substantial investment may not seem
to warrant a substantial expenditure for marketing research. For example, a computer company
must update its operator’s instruction manual when it makes minor product modifications. The
research cost of determining the proper wording to use in the updated manual is likely to be
too high for such a minor decision. The nature of the decision is not totally independent of the
next issue to be considered: the benefits versus the costs of the research. In general, however,
the more strategically or tactically important the decision, the more likely it is that research will
be conducted.

Benefits versus Costs

There are both costs and benefits to conducting marketing research. Earlier we discussed some
of the managerial benefits of marketing research. Of course, conducting research to obtain these
benefits requires an expenditure of money. In any decision-making situation, managers must
identify alternative courses of action and then weigh the value of each alternative against its cost.
Marketing research can be thought of as an investment alternative. When deciding whether to
make a decision without research or to postpone the decision in order to conduct research, man-
agers should ask three questions:

1. Will the payoft or rate of return be worth the investment?
Will the information gained by marketing research improve the quality of the marketing deci-
sion enough to warrant the expenditure?

3. Is the proposed research expenditure the best use of the available funds?

For example, TT-Cable Week was not test-marketed before its launch. Although the magazine
had articles and stories about television personalities and events, its main feature was program
listings, channel by channel, showing the exact programs a particular subscriber could receive. To
produce a custom magazine for each individual cable television system in the country required
developing a costly computer system. Because that development necessitated a substantial expen-
diture, one that could not be scaled down for research, conducting research was judged to be
an unwise investment. The value of the research information was not positive because its cost
exceeded its benefits. Unfortunately, pricing and distribution problems became so compelling
after the magazine was launched that the product was a marketing failure. Nevertheless, without
the luxury of hindsight, managers made a reasonable decision not to conduct research. They
analyzed the cost of the information (that is, the cost of test-marketing) relative to the potential
benefits of the information. Exhibit 1.5 on the next page outlines the criteria for determining
when to conduct marketing research.
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Determining When to Conduct Marketing Research

Time Constraints

Is sufficient time

available before a

decision will be made? Yes
—

No\l/

Availability of Nature of the Benefits versus

Data Decision Costs

Can the decision Is the decision Does the value of the Conduct
be made with of considerable research information Marketing
what is already Yes  strategic or tactical Yes  exceed the cost of Yes  Research
known? —>  importance? —>  conducting research? —

No No NoV

Do Not Conduct Marketing Research

Marketing Research in the
Twenty-First Century

Marketing research, like all business activity, continues to change. Changes in communication
technologies and the trend toward an ever more global marketplace have played a large role in
many of these changes.

Communication Technologies

Virtually everyone is “connected” today. Increasingly, many people are “connected” nearly
all the time. Within the lifetime of the typical undergraduate college senior, the way infor-
mation 1s exchanged, stored, and gathered has been revolutionized completely. Today, the
amount of information formally contained in an entire library can rest easily in a single personal
computer.

The speed with which information can be exchanged has also increased tremendously.
During the 1970s, exchanging information overnight from anywhere in the continental United
States was heralded as a near miracle of modern technology. Today, we can exchange infor-
mation from nearly anywhere in the world to nearly anywhere in the world almost instantly.
Internet connections are now wireless, so one doesn’t have to be tethered to a wall to access
the World Wide Web. Our mobile phones and handheld data devices can be used not only to
converse, but also as a means of communication that can even involve marketing research data.
In many cases, technology also has made it possible to store or collect data for lower costs than
in the past. Electronic communications are usually less costly than regular mail—and certainly
less costly than a face-to-face interview—and cost about the same amount no matter how far
away a respondent is from a researcher. Thus, the expressions “time is collapsing” and “distance
is disappearing” capture the tremendous revolution in the speed and reach of our communica-
tion technologies.

Changes in computer technology have made for easier data collection and data analysis. As
we discuss in a later chapter, many consumer household panels now exist and can be accessed via
the Internet. Thus, there is less need for the time and expense associated with regular mail survey
approaches. Furthermore, the computing power necessary to solve complicated statistical prob-
lems is now easily accessible. Again, as recently as the 1970s, such computer applications required
expensive mainframe computers found only in very large corporations, major universities, and
large governmental/military institutions. Researchers could expect to wait hours or even longer
to get results from a statistical program involving 200 respondents. Today, even the most basic
laptop computers can solve complicated statistical problems involving thousands of data points in
practically a nanosecond.
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culture. Some of the findings from this research are indicated as

The result is that more than half of all Jack Daniels made is
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increase has contributed to impressive sales growth of over
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Global Marketing Research

Marketing research has become increasingly global as more and more firms take advantage of
markets that have few, if any, geographic boundaries. Some companies have extensive international
marketing research operations. Upjohn conducts marketing research in 160 different countries.
ACNielsen International, known for its television ratings, is the world’s largest marketing research
company. Two-thirds of its business comes from outside the United States.” Starbucks can now
be found in nearly every developed country on the earth. Toyota offers its products on all conti-
nents and truly represents today’s global corporation.

Companies that conduct business in foreign countries must understand the nature of those
particular markets and judge whether they require customized marketing strategies. For exam-
ple, although the fifteen nations of the European Union share a single formal market, marketing
research shows that Europeans do not share identical tastes for many consumer products. Marketing
researchers have found no such thing as a typical European consumer; language, religion, climate,
and centuries of tradition divide the nations of the European Union. Scantel Research, a British
firm that advises companies on color preferences, found inexplicable differences in Europeans’ pref-
erences in medicines. The French prefer to pop purple pills, but the English and Dutch favor white
ones. Consumers in all three countries dislike bright red capsules, which are big sellers in the United
States. This example illustrates that companies that do business in Europe must research throughout
Europe to adapt to local customs and buying habits.**

Even companies that produce brands that are icons in their own country are now doing
research internationally. The Research Snapshot above discusses how Brown-Forman, the parent
company of Jack Daniels (the classic American “Sour Mash” or Bourbon Whiskey), are now inter-
viewing consumers in the far corners of the world.”® The internationalization of research places

culturally cross-validate

greater demands on marketing researchers and heightens the need for research tools that allow us : —
To verify that the empirical find-

. .. . e ; ings from one culture also exist
also exist and behave similarly in another culture. The development and application of these inter- 314 pehave similarly in another

to culturally cross-validate research results, meaning that the empirical findings from one culture
national research tools are an important topic in basic marketing research. culture.
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Throughout this text, a Tips of the Trade section is provided
to give hints for using and doing marketing research. The
first tip is to pay attention to these sections as helpful
references.

Customers and employees are valuable sources for input
that leads to innovation in the marketplace and in the
workplace.

Business problems ultimately boil down to information prob-
lems because with the right information, the business can
take effective action.

Good marketing research is as rigorous as good research in
other fields, including the physical sciences.

'Y

Research plays a role before, during, and <

after key marketing decisions. .
» Research helps design marketing strat-
egies and tactics before action is taken.

¢ Once aplan is implemented, research mon-
itors performance with key metrics provid-
ing valuable feedback.

e Aftera plan is implemented, research assesses perfor-
mance against benchmarks and seeks explanations for the
failure or success of the action.

Research that costs more than it could ever return should not

be conducted.

Summary

There were six learning objectives in this chapter. After reading the chapter, the student should be
competent in each area described by a learning objective.

1. Know what marketing is and what it does for business. Marketing research is is the application
of the scientific method in searching for the truth about marketing phenomena. Thus, it is the
intelligence-gathering function in business. The intelligence includes information about customers,
competitors, economic trends, employees, and other factors that affect marketing success. This
intelligence assists in decisions ranging from long-range planning to near-term tactical decisions.
While many business decisions are made “by the seat of the pants” or based on a manager’s
intuition, this type of decision making carries with it a large amount of risk. By first researching an
issue and gathering intelligence on customers, competitors, and the market, a company can make
a more informed decision. The result is less risky decision making.

2. Understand the differences between basic and applied marketing research. Applied marketing
research seeks to facilitate managerial decision making. Basic or pure research seeks to increase
knowledge of theories and concepts. Both are important. Applied research examples are emphasized
in this text although practically all of the tools and techniques that are discussed are appropriate
to either type of research. Some use the term market research to refer to applied research and
marketing research to refer to basic research.

3. Understand how the role of marketing research changes when a firm is truly marketing ori-
ented. Every company has a particular operating orientation. Production-oriented companies empha-
size producting outputs as efficiently as possible. Generally, this leads to an emphasis on low-cost
production and low-cost positioning in the marketplace. Product-oriented companies emphasize pro-
ducing a sophisticated product that is also technologically advanced. Firms that are oriented around
the marketing concept become very consumer oriented. Consumer-oriented companies have to have
close contact with customers on a regular basis because providing a high value experience is the central
focus of the entire firm. On the other hand, a low-cost orientation typical to a production orientation
does not require a great deal of consumer-oriented research. Marketing oriented companies, therefore,
tend to do more marketing research and emphasize marketing research more than do other firms.

4. Integrate marketing research results into the strategic planning process. Marketing research
is a means of implementing the marketing concept, the most central idea in marketing. The mar-
keting concept says that a firm must be oriented both toward consumer satisfaction and toward
long-run profitability (rather than toward short-run sales volume). Organizations need to focus
both on creating and on keeping customers. Marketing research can help implement the market-
ing concept by identifying consumers’ problems and needs, improving efficiency, and evaluating
the effectiveness of marketing strategies and tactics. The development and implementation of a
marketing strategy consist of four stages: (1) identifying and evaluating opportunities, (2) analyzing
market segments and selecting target markets, (3) planning and implementing a marketing mix that
will provide value to customers and meet the objectives of the organization, and (4) analyzing firm
performance. Marketing research helps in each stage by providing information for strategic deci-
sion making. In particular, marketing research aimed at the marketing mix seeks information useful
in marking better decisions about product design, promotion, distribution, and pricing.

© GEORGE DOYLE & CIARAN GRIFFIN
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5. Know when marketing research should and should not be conducted. Marketing managers
determine whether marketing research should be conducted based on (1) time constraints, (2) avail-
ability of data, (3) the nature of the decision to be made, and (4) the benefit of the research informa-
tion versus its cost. Research should only be conducted when time is available, data can be found, the
decision can be shaped by information, and the benefits outweigh the cost of doing the research.

6. Appreciate the way that technology and internationalization are changing marketing
research. Technology has changed almost every aspect of marketing research. Modern computer and
communications technology makes data collection, study design, data analysis, data reporting, and prac-
tically all other aspects of research easier and better. Furthermore, as more companies do business outside
their own borders, companies are doing research in an international marketplace. This places a greater
emphasis on research that can assess the degree to which research tools can be applied and interpreted
the same way in difference cultures. Thus, research techniques often must cross-validate results.

Key Terms and Concepts

marketing concept, 8
marketing metrics, 18

applied marketing research, 7
basic marketing research, 7
culturally cross-validate, 21

promotion, 16
promotion research, 16
marketing orientation, & relationship marketing, 11
the scientific method, 7
supply chain, 16

total quality management, 11
total value management, 18

customer-oriented, 8

geo-demographics, 14

integrated marketing communication, 17
integrated marketing mix, 17

marketing channel, 16

marketing research, 5
performance-monitoring research, 18
pricing, 15

product-oriented, 8
production-oriented, §

Questions for Review and Critical Thinking

What is the definition of an integrated marketing mix? How might
this affect the research a firm conducts?

1. Is it possible to make sound marketing decisions without mar- 7.
keting research? What advantages does research offer to the deci-

sion maker over seat-of-the-pants decision making? 8. Comment on the following statements:

. Define a marketing orientation and a product orientation. Under a.  Marketing managers are paid to take chances with decisions.
which strategic orientation is there a greater need for marketing Marketing researchers are paid to reduce the risk of making
research? those decisions.

3. Name some products that logically might have been developed b. A marketing strategy can be no better than the information
with the help of marketing research. on which it is formulated.
4. Define marketing research and describe its task. c. The purpose of research is to solve marketing problems.
5. Which of the following organizations are likely to use marketing 9. List the conditions that help a researcher decide when marketing
research? Why? How? research should or should not be conducted.
a.  Manufacturer of breakfast cereals 10. How have technology and internationalization affected market-
b. Manufacturer of nuts, bolts, and other fasteners ing research?
c.  The Federal Trade Commission 11. 'NET How do you believe the Internet has facilitated research?
d. A hospital Try to use the Internet to find the total annual sales for Star-
e. A company that publishes marketing textbooks bucks and for Toyota. You might start by using a general search
6. An automobile manufacturer is conducting research in an engine like ask.com. University libraries also generally have
attempt to predict the type of car design consumers will desire access to business resources that may contain industry level data.
in the year 2020. Is this basic or applied research? Explain. 12. What types of tools does the marketing researcher use more
given the ever increasing internationalization of marketing?
Research Activities
1. ’NET Suppose you owned a jewelry store in Denton, Texas. 2. Use the Internet to find recent examples of news articles involv-
You are considering opening a second store just like your cur- ing the use of marketing research in making decisions about
rent store.You are undecided on whether to locate the new each element of the marketing mix.
store in another location in Denton, Texas, or in Birmingham, 3. Find an article illustrating an example of an applied marketing

Alabama. Why would you decide to have some marketing
research done before making the decision? Should the research

be conducted? Go to http://www.census.gov. Do you think any of

this information would be useful in the research?

research study involving some aspect of technology. How does it
differ from a basic research study also focusing on a similar aspect
of technology?
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INFORMATION
SYSTEMS AND

MA NAG EM E NT After studying this chapter, you should be able to
1. Know why concepts like data, information, and
intelligence represent value

2. Understand the four characteristics that describe data

3. Know what a decision support system is and does
4. Describe marketing research’s role in predictive analytics

5. Recognize the major categories of databases

Chapter Vignette: That Ding Is Lifting Me Higher!
In just over a decade, online technologies have dramatically changed the way we shop for air-
line tickets. Most transactions can be conducted without any person-to-person contact. These

changes mean that airline consumers spend a lot of time online. At any given time, a major airline
is serving approximately 1,000 customers through its Web site. In a typical day,
that means over 1 million customers have touched the company.
Each touch leaves behind a record that researchers and managers
can use to guide decision making.

Even occasional flyers probably know that airline prices can be
difficult to predict. A roundstrip flight from Atlanta to Tampa may well
cost more than a roundtrip flight from Tampa to San Francisco! A direct
flight from New York to Paris may cost less than an indirect flight from
New York to Paris with a two-hour layover in Houston! Airline pricing
doesn’t always make sense to consumers, but does make sense to man-
agers interested in the bottom line. Pricing like this takes a great deal

of research on who is flying to where. At times, the airline’s attempt to
maximize yield can lead to very attractive price offers to consumers. In
fact, airline travel can sometimes compete with or even beat the price of
driving, particularly when a consumer is targeted by an airline with a spe-
cial fare between specific locations.

Airlines use sophisticated yield management systems which try to
maximize the revenue realized on any given flight and by the airline overall.
An empty seat is the worst thing for a positive yield. However, how can an
airline predict how many consumers will be on each flight? When someone
books a flight online, a lot of information is recorded beyond the fact that
one more seat is unavailable on a particular flight. Information can be taken
from the consumer’s Web cookies so that the company knows what cities
the consumer searched for, how long it took for a decision to be made, how
the ticket was paid for and much more. All of which may be useful to yield
management. Empty seats can be minimized by offering price promotions on
specific flights for which a lot of unsold seats remain beyond some date deter-
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mined by patterns of purchasing.
Southwest Airlines prices often ring a bell! Consumers can opt to download Southwest’s Ding

software, which uses information input into a questionnaire along with customer patterns of
behavior to trigger special offers tailored specifically to a particular consumer. For example, a col-
lege student in College Station, Texas may wish to visit parents in Orange County, California. The
student has flexibility to visit on any of a number of weekends. Ding retains this information and
integrates it with anticipated load. When Ding anticipates flights from Houston, Texas to Orange
County Airport that will not be at full load, the student is notified with an audible “ding” on her
computer which is followed up with an e-mail containing a link showing very low fares for that
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customer. From a profitability standpoint, allowing someone to fly for a ridiculously low price is better
than having an empty seat on the airplane. Although it may seem strange to consumers, the results
of yield management systems like these show that airlines actually increase profits when the disparity
between the lowest prices and highest prices that passengers pay is greatest.

Now, why are some airlines charging you to check a bag and charging you several hundred dollars
to make small changes in your reservations? Remember, these systems are designed to maximize prof-
its, not customer value!'
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Introduction

Southwest Airlines’ use of Ding to manage its pricing illustrates the sophisticated way in which
modern marketing firms often integrate real-time data into their decision processes. Many of the
decisions that used to be made with guesswork are now supplemented with intelligence either
automatically delivered by computer software or drawn from a data warehouse.

Airlines aren’t alone in this effort. Imagine all the information that passes through a single
Home Depot store each day. Every customer transaction, every empty shelf, every employee’s
work schedule—right down to the schedule to clean restrooms—creates potentially valuable
information that can be used by researchers and decision makers. Considering that Home Depot
operates thousands of stores, obviously, Home Depot needs a data depot!

Like many firms, Home Depot has outsourced the storage and management of data invento-
ries. In this case, IBM manages the data, allowing it to be integrated into management strategy and
tactics. Data from cash registers, time clocks, shelf counts, and much more are all compiled, ana-
lyzed, and either fed automatically into management systems or supplied in the form of a research
report. In a way, this type of marketing research is automatic!?

This chapter discusses knowledge management and the role decision support systems and
predictive analytics play in helping firms make informed marketing decisions. The chapter also
introduces the concept of global information systems that exist beyond the walls of any business.
Marketing research plays an important role in making sense out of the glut of data now available.
Today, data technology allows businesses to more easily integrate research findings into marketing
strategy and operations.

Data, Information, and Intelligence Equal Value

In everyday language, terms like information and data are often used interchangeably. Researchers
use these terms in specific ways that emphasize how useful each can be. Marketing managers may
not be as intimately involved in finding and analyzing data; however, the decisions that they make
based on the input received from research will make or break the firm. In this way, data, infor-
mation, and intelligence all have the potential to create value to the firm through better decision
making. One way in which these terms are not interchangeable lies in how closely linked they are
to creating value for consumers and businesses.

Data are simply facts or recorded measures of certain phenomena (things or events).
Information is data formatted (structured) to support decision making or define the relationship
between two facts. Market intelligence is the subset of data and information that actually has
some explanatory power enabling effective decisions to be made. So, there is more data than
information, and more information than intelligence. Most data are irrelevant to any specific
decision making situation and therefore not always valuable. When data becomes information,
its relevance is examined more closely through some analytical procedure. Conclusions are
drawn from the structured data or information to actually shape marketing decisions. The result
is market intelligence and this should enable better decision making, better value provided to
customers in that their desires are more closely met and thereby, more value for the firm in the
form of improved performance.’

data

Facts or recorded measures of
certain phenomena (things).

information

Data formatted (structured)

to support decision making or
define the relationship between
two facts.

market intelligence

The subset of data and infor-
mation that actually has some
explanatory power enabling
effective decisions to be made.
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The chapter vignette revealed the tremendous amount of data recorded through airline cus-
tomers’ interactions with airline Web sites. Think again about the thousands upon thousands
of unsummarized facts recorded by Home Depot each day. Each time a product is scanned at
checkout, that fact is recorded and becomes data. Each customer’s transactions are simultaneously
entered into the store’s computerized inventory system. The inventory system structures the data
in such a way that a stocking report can be generated and orders for that store can be placed. Thus,
the automated inventory system turns data into information. Further, the information from each
store’s sales and inventory records may be harvested by analysts tracking sales trends. The analysts
may analyze the trends and prepare reports that help Home Depot buyers get the right products
into each store or to even suggest places for new Home Depot locations. Thus, the analyst has
now completed the transformation of data into intelligence.

The Characteristics of Valuable Information

Not all data are valuable to decision makers. Useful data become information and help a marketing
manager make decisions. Useful data can also become intelligence. Altogether, data, information,
and intelligence can create knowledge.

Data Characteristics

Two important characteristics that do much to determine the value of information are relevance
and completeness.

© GEORGE DOYLE
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B RELEVANCE

Relevance is the characteristics of data reflecting how pertinent these particular facts are to the situa-
tion at hand. Put another way, the facts are logically connected to the situation. Unfortunately,
irrelevant data and information often creep into decision making. One particularly useful way to
distinguish relevance from irrelevance is to think about how things change. Relevant data are
facts about things that will materially alter the situation if they change. So, this simple question
becomes important:

Will a change in the data coincide with a change in some important outcome?

American consumers’ dietary trends are relevant to Krispy Kreme Doughnuts. If American
diets become more health-conscious, then it can be expected that sales of doughnuts will be
affected. This may lead Krispy Kreme to rethink its product offering. However, information on
the height of Mount Washington is irrelevant because it isn’t going to change any time soon and
even if it did, it would not affect U.S. doughnut preferences.

B COMPLETENESS

Information completeness refers to having the right amount of information. Marketing managers
must have sufficient information about all aspects of their decisions. For example, a researcher
investigating Eastern European markets may plan to analyze four former Soviet-bloc countries.
Population statistics and information on inflation rates may be available on all four countries.
However, information about disposable personal income may be available for only three of the
countries. If information about disposable personal income or other economic characteristics can-
not be obtained, the information is incomplete. Often incomplete information leads decision
makers to conduct marketing research.

Global Information Systems

Increased global competition and technological advances in interactive media have given rise to
global information systems. A global information system is an organized collection of computer
hardware, software, data, and personnel designed to capture, store, update, manipulate, analyze,
and immediately display information about worldwide business activities. A global information
system is a tool for providing past, present, and projected information on internal operations and
external activity. Using satellite communications, high-speed microcomputers, electronic data
interchanges, fiber optics, data storage devices, and other technological advances in interactive
media, global information systems are changing the nature of business.

Consider a simple example. At any moment, United Parcel Service (UPS) can track the status
of any shipment around the world. UPS drivers use handheld electronic clipboards called delivery
information acquisition devices (DIADs) to record appropriate data about each pickup or delivery.
The data are then entered into the company’s main computer for record-keeping and analysis. A
satellite telecommunications system allows UPS to track any shipment for a customer. Consumers
also can get near real time information on the status of a delivery as information from the DIADs
is eventually made available through www.ups.com.

RFID stands for radio frequency identification. This relatively new technology is in a tiny
chip, which can be woven onto a fabric, placed in packaging, or otherwise attached to virtually
any product, allowing it to be tracked anywhere in the world. This can provide great insight into
the different distribution channels around the world and, potentially, to the different ways con-
sumers acquire and use products. The U.S. military uses RFID technology to assist in its logistics,
and Wal-Mart is one of the leading proponents of the technology as it can greatly assist in its global
information system.’ The Research Snapshot on the next page describes in more detail how RFID
technology is used by the United States Marine Corps and by Wal-Mart.
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Having the right amount of
information.

global information system

An organized collection of com-
puter hardware, software, data,
and personnel designed to cap-
ture, store, update, manipulate,
analyze, and immediately display
information about worldwide
business activity.
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RFID Technology Gets Cheaper—Marketing into” consumers’ homes and track how much 6 ."
Knowledge Grows and the way consumers actually consume h
Radio frequency identification (RFID) tags have been used by large ~ products. Potentially, decision support sys- v | J
organizations for several years now. The U.S. military makes great tems (DSS) could tie ordering to customer % S
use of RFIDs in tracking the whereabouts of virtually all kinds of consumption. However, the costs of RFIDs v
products both big and small. Logistics officers can instantly track make it impractial for many suppliers.

the whereabouts of Humvees and MREs (Meals Ready to Eat). Infor- Alien Technology Corporation recently announced a drop in
mation from the tag is transmitted to computer servers and then the price of RFID tags. Now, when a company orders a million or

directly into a GTN (Global Tracking Network). Equipment and sup- ~ more, the unit cost for an RFID is 12.9 cents and can be as low

plies can then be ordered and dispatched to needed locations with  as 7 cents. Although this is a “basic” RFID tag, it still can store up

a minimal of human contact. Product consumption (@mmunition, to one kilobyte of information. Analysts predict that the price of

food, water, computer printers, and so forth) can also be tracked in RFID tags will continue to drop, opening up the avenue for more

real time. The Marines can know in real time if personnel in a desert ~ and more applications. RFID technology is even contributing to

use more food and water than personnel in a jungle. a drop in shoplifting around the USA due to the ability to better
Wal-Mart is pushing sup- track product whereabouts both in and out of the store.

pliers to adopt the technology. Sources: Clark, Don, “Alien Cuts Radio ID Tag Price to Spur Adoption by Retailiners,” The

Not only can Wal-Mart use Wall Street Journal (September 12, 2005), D4; Fergueson, R. B, “Marines Deploy RFID,”

them in logistical operations, e-Week, 21 (November 15, 2004), 37. Business Wire, “Correcting and Replacing Shoplifting

) i » and Retail Loss Continue Six Year Decline According to Survey,” (June 24, 2008), Retrieved
but the potential exists to “go July 14,2008, from ABI/INFORM Dateline database (document ID: 1500093791).
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Decision Support Systems

Marketing research can be described in many ways. One way is to categorize research based on
the four possible functions it serves in business:

1. Foundational—answers basic questions such as what consumer segments should be served and
with what types of products.

2. Testing—addresses things like new product concepts or promotional ideas. How effective will
they be?

3. Issues—examines how specific issues impact the firm. The way organizational structure impacts
employee outcomes or the impacts of advertising spending are issues that can be researched.

4. Performance—this type of research monitors specific metrics including financial statistics like
profitability and delivery times. They are critical in real-time management and in “what-if”
and sensitivity types of analyses examining the potential impact of a change in policy.

The performance category is most relevant in decision support systems. The metrics that are
monitored can be fed into automated decision-making systems, or they can trigger reports that are
delivered to managers. These form the basis of a decision support system and best typify the way
marketing research assists managers with day-to-day operational decisions.
decision support A marketing decision support system (DSS) is a system that helps decision makers confront prob-
system (DSS)  Jems through direct interaction with computerized databases and analytical software programs. The

A computer-based system that  purpose of a decision support system is to store data and transform them into organized information
helps decision makers confront
problems through direct interac-
tion with databases and analytical
software programs.

that is easily accessible to marketing managers. Doing so saves managers countless hours so that
decisions that might take days or even weeks otherwise can be made in minutes using a DSS.
Modern decision support systems greatly facilitate customer relationship management (CRM). A
CRM system is the part of the DSS that addresses exchanges between the firm and its customers.
It brings together information about customers including sales data, market trends, marketing

. . promotions and the way consumers respond to them, customer preferences, and more. A CRM
customer relationship

management (CRM)

Part of the DSS that addresses A o . K R R
exchanges between the firm and match customer needs with satisfying product offerings, remind customers of service require-

system describes customer relationships in sufficient detail so that managers, salespeople, customer

service representatives, and perhaps the customers themselves can access information directly,
its customers.  ments, and know what other products a customer has purchased.
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Casinos track regular customers’ behavior via “player’s cards” that are swiped each time
a consumer conducts a transaction. This information is fed automatically into a CRM system
that creates tailor-made promotional packages. The promotion may be unique to a specific
customer’s preferences as tracked by their own pattern of behavior. You may notice when
visiting certain Web sites that they seem to be able to predict your behavior. Casino customers
arrive to the resort and are greeted with their favorite beverage and coupons for their favorite
restaurants. This information is found in the CRM system and is based on behavior tracked
on previous Visits.

Exhibit 2.1 illustrates a decision support system. Raw, unsummarized data are input to the
DSS. Data collected in marketing research projects are a major source of this input, but the data
may be purchased or collected by accountants, sales managers, production managers, or company
employees other than marketing researchers. Effective marketers spend a great deal of time and
effort collecting information for input into the decision support system. Useful information is the
output of a DSS. A decision support system requires both databases and software. For firms operat-
ing across national borders, the DSS becomes part of its global information system.

Decision Support System

Database Software
Input » +——> » Output

Databases and Data Warehousing

A database is a collection of raw data arranged logically and organized in a form that can be
stored and processed by a computer. A customer mailing list is one type of database. Population
characteristics may be recorded by state, county, and city in another database. Modern computer
technology makes both the storage and retrieval of this information easy and convenient. The
population data needed to do a retail site analysis may have meant days, possibly weeks, in a
library. Today, the information is just a few clicks away.

Data warehousing is the process allowing important day-to-day operational data to be stored
and organized for simplified access. More specifically, a data warehouse is the multitiered com-
puter storechouse of current and historical data. Data warehouse management requires that the
detailed data from operational systems be extracted, transformed, placed into logical parti-
tions (for example, daily data, weekly data, etc.), and stored in a consistent and secure manner.
Organizations with data warchouses may integrate databases from both inside and outside the
company. Managing a data warchouse effectively requires considerable computing power and
expertise. As a result, data warechouse companies exist that provide this service for companies
in return for a fee.® Data warehousing allows for sophisticated analysis, such as data mining,
discussed in Chapter 6.

Input Management

How does data end up in a data warehouse where it can be used by a decision support system? In
other words, how is the input managed? Input includes all the numerical, text, voice, and image
data that enter the DSS. Systematic accumulation of pertinent, timely, and accurate data is essential
to the success of a decision support system.

DSS managers, systems analysts, and programmers are responsible for the decision support
system as a whole, but many functions within an organization provide input data. Marketing
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database
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day-to-day operational data to be
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fied access.

data warehouse

The multitiered computer store-
house of current and historical
data.
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researchers, accountants, corporate librarians, sales personnel, production managers, and many
others within the organization help to collect data and provide input for the DSS. Input data can
also come from external sources.

Exhibit 2.2 shows six major sources of data input: internal records, proprietary marketing
research, salesperson input, behavioral tracking, Web tracking, and outside vendors and external
distributors of data. Each source can provide valuable input.

B INTERNAL RECORDS

Internal records, such as accounting reports of sales and inventory figures, provide considerable
data that may become useful information for marketing managers. An effective data collection

Six Major Sources of Marketing Input for Decision Support Systems

Source:

Customer profiles, previous
orders, inventory, product
sales histories

Internal Records —

Proprietary p Survey findings, test
Marketing market results, new product
Research forecasts

Customer complaints and
. comments, changes in
" competitors’ goods and

Salesperson Input

Services
Behavioral » Scanner data, click-through
Tracking sequences, Global Positioning

Satellite (GPS) System records,
automated customer counts

Web Tracking » Social networking sites, Internet
blogs, chat

QOutside Vendors » Industry sales trends,

and External competitors’ market shares,

Distributors demographics

\\\\\\\\\\ AN
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system establishes orderly procedures to ensure that data about costs, shipments, inventory, sales,
and other aspects of regular operations are routinely collected and entered into the computer.

B PROPRIETARY MARKETING RESEARCH

Marketing research has already been defined as a broad set of procedures and methods. To clarify
the DSS concept, consider a narrower view of marketing research. Proprietary marketing research
emphasizes the company’s gathering of new data. Few proprietary marketing research procedures
and methods are conducted regularly or continuously. Instead, research projects conducted to
study specific company problems generate data; this is proprietary marketing research. Providing
managers with nonroutine data that otherwise would not be available is a major function of pro-
prietary marketing research. Earlier, we discussed four categories of research. Proprietary market-
ing research may involve either or both of the “testing” and “issues” types of research.

B SALESPERSON INPUT

Salespeople work in firms’ external environments, so they commonly provide essential marketing
data. Sales representatives’ reports frequently alert managers to changes in competitors’ prices and
new product offerings. It also may involve the types of complaints salespeople are hearing from
customers. As trends become evident, this data may become marketing intelligence, leading to a
change in product design or service delivery.

B BEHAVIORAL TRACKING

Modern technology provides new ways of tracking human behavior. Global positioning satellite
(GPS) systems allow management to track the whereabouts of delivery personnel at all times.
This is the same system that provides directions through an automobile’s navigation system. For
example, if your delivery person takes a quick break for nine holes of golf or decides to stop at
Neil’s Bar for a couple of beers mid-afternoon, management can spot these as deviations from
the appropriate delivery route are noted. Thus, it can help track which employees are doing their
jobs well.

© CREATAS IMAGES/JUPITER IMAGES
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proprietary marketing
research

The gathering of new data to
investigate specific problems.

GPS devices, like those used

in automobile navigation
systems, allow management to
track delivery personnel or even
actual customer behavior.
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scanner data

The accumulated records result-
ing from point of sale data
recordings.
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Technology also allows firms to track actual customer behavior. While it’s possible that GPS
tracking data of customers is also sometimes possible, as the photograph suggests, the Internet also
greatly facilitates customer behavior tracking. For instance, Google tracks the “click-through”
sequence of customers. Therefore, if a customer is searching for information on refrigerators, and
then goes to BestBuy.com, Google can track this behavior and use the information to let BestBuy
know how important it is to advertise on Google and even automate pricing for advertisers.”

Purchase behavior can also be tracked at the point of sale. Scanner data refers to the accumu-
lated records resulting from point of sale data recordings. In other words, each time products are
scanned at a checkout counter, the information can be stored. The term single-source data refers
to a system’s ability to gather several types of interrelated data, such as type of purchase, use of a
sales promotion, or advertising frequency data, from a single source in a format that will facilitate
integration, comparison, and analysis.

B WEB TRACKING

Little did the original inventors of the Internet probably foresee back in the 1960s, but the Internet
has become perhaps the most important communication vehicle for the latest generations of teens.
Web tracking is performed by marketing researchers to monitor trends and information posted by
consumers that pertains to the company’s brand or products. MySpace.com logged nearly 70 mil-
lion unique visitors in December 2007 and is one of the top 10 most visited web sites in America.®
Marketing researchers monitor postings and create vehicles such as contests which invite consumers
to leave ideas and feedback about the brand. The Research Snapshot on the next page demonstrates
how publishing and production companies use input from social networking sites. Other sources
for information include Internet blogs and chat rooms where consumers share information about
their own experiences, including complaints that serve as a type of warning to other consumers.

l OUTSIDE VENDORS AND EXTERNAL DISTRIBUTORS

Outside vendors and external distributors market information as their products. Many organiza-
tions specialize in the collection and publication of high-quality information. One outside vendor,
the ACNielsen Company, provides television program ratings, audience counts, and information
about the demographic composition of television viewer groups. Other vendors specialize in the
distribution of information. Public libraries have always purchased information, traditionally in the
form of books, and they have served as distributors of this information.

Media representatives often provide useful demographic and lifestyle data about their audi-
ences. Advertising Age, The Wall Street Journal, Sales and Marketing Management, and other trade-
and business-oriented publications are important sources of information. These publications keep
managers up-to-date about the economy, competitors’ activities, and other aspects of the market-
ing environment.

Companies called data specialists record and store certain marketing information. Computer
technology has changed the way many of these organizations supply data, favoring the develop-
ment of computerized databases.

Computerized Data Archives

Historically, collections of organized and readily retrievable data were available in printed form
at libraries. The Statistical Abstract of the United States, which is filled with tables of statistical
facts, is a typical example. In recent years, the Statistical Abstract has become available electroni-
cally. Users can purchase it via CD-ROM or access it via the Internet. The entire 2000 census
as well as projections through the current year are available in print, CD-ROM, and via the
Internet at http://www.census.gov. More and more data are available in digitized form every day.
Numerous computerized search and retrieval systems and electronic databases are available as
subscription services or in libraries. Just as a student can query the school library to find informa-
tion for a term paper without leaving home, data acquisition for businesses has also become far
more convenient in recent years. Today, business people access online information search and
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& - Jlﬁ;[«f; MySpace Means My Data account. The popularity of Facebook over more regional network-
1 €7 Social networking sites have become ing sites like Hi5 or Orkut is thought to lie in a simple fact—Indian
perhaps the most important marketing consumers find Facebook fun! By creating entertaining activities
tool for companies wanting to reach youth markets. ~ and experiences, consumers become practically addicted. The
Information gathered from these Web sites has more time consumers spend, the more information they leave
become input into product designs including music, movies, and behind. Thus, social networking is an inexpensive way to take in
books aimed at teen markets. The publishers of the Clique series data from international sources.

of teen books such ?S.TWIIIg.ht 5aga create-MySpace pages and 5 Sources: Sellers, J., “Teen Marketing 2.0,” Publishers’ Weekly, 254, no. 35 (2007), 27;
encourage fans to visit the sites and leave input. Fans can even give  syivasta, P, “The Gregarious Web: What Are Senior Indian Execs Doing Hanging
input that will shape the content of the novels. The publishers set Around at Social Networking Site, Facebook.com?” Business Today, (October 21,
. . 2007), 226.

up polls asking questions such as who Bella should choose. The
polls record thousands of votes and the publishers use the infor-
mation to help keep authors in tune with the teen markets.

Another benefit of Web tracking is international access. For
example, nearly 1 million Indian consumers have a Facebook
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retrieval services, such as Dow Jones News Retrieval and Bloomberg Financial Markets, without
leaving their offices. In fact, some information services can be accessed from remote locations via
digital wireless devices.
Modern library patrons can command a computer to search indexes and retrieve databases
from a range of vendors. Just as wholesalers collect goods from manufacturers and offer them
for sale to retailers who then provide them to consumers, many information firms serve as
data wholesalers. Data wholesalers put together consortia of data sources into packages that are  data wholesalers

offered to municipal, corporate, and university libraries for a fee. Information consumers then  Companies that put together
access the data through these libraries. Some of the better known databases include Wilson Busi-  consortia of data sources into
ness Center, Hoovers, PROQUEST, INFOTRAC, DIALOG (Dialog Information Services, packggesthatare offered o
Inc.), LEXIS-NEXIS, and Dow Jones News Retrieval Services. These databases provide all Q;Ti‘g'rzig%f;fef’and unver
types of information including recent news stories and data tables charting statistical trends. '

DIALOG, for example, maintains more than 600 databases. A typical database may have a
million or more records, each consisting of a one- or two-paragraph abstract that summarizes the
major points of a published article along with bibliographic information. One of the DIALOG
databases, ABI/INFORM, abstracts significant articles in more than 1,000 current business and
management journals. Many computerized archives provide full-text downloads of published arti-
cles about companies and various research topics.

Exhibit 2.3 on the next page illustrates the services provided by two popular vendors of infor-
mation services that electronically index numerous databases. For a more extensive listing, see the
Gale Directory of Databases.’

Several types of databases from outside vendors and external distributors are so fundamental
to decision support systems that they deserve further explanation. The following sections discuss
statistical databases, financial databases, and video databases in slightly more detail.

B STATISTICAL DATABASES

Statistical databases contain numerical data for market analysis and forecasting. Often demographic,
sales, and other relevant marketing variables are recorded by geographical area. Geographic infor-
mation systems use these geographical databases and powerful software to prepare computer maps
of relevant variables. Companies such as Claritas, Urban Decision Systems, and CACI all offer
geographic or demographic databases that are widely used in industry.

One source for these huge data warehouses is scanner data. Substituting mechanized record-
keeping like optical scanners for human record-keeping results in greater accuracy and more rapid
feedback about store activity.
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Vendors of Information Vendors Selected Databases Type of Data
Services and Electronic
Indexing DIALOG ABI/INFORM Summaries and citations from over 1,000

academic management, marketing, and
general business journals with full text of
more than 500 of these publications

ASI (American Statistics Index) Abstracts and indexes of federal government
statistical publications

PROMT (The Predicast Summaries and full text from 1,000 U.S. and
Overview of Markets and international business and trade journals,
Technologies) industry newsletters, newspapers, and market

research studies; information about industries
and companies, including the products and
technologies they develop and the markets in
which they compete

Investext Full text of over 2 million company, industry,
and geographic research reports written
by analysts at more than 600 leading
investment banks, brokerage houses, and
consulting firms worldwide

Dow Jones News Business Newsstand Articles from New York Times, Los Angeles
Retrieval Times, Washington Post, and other leading
newspapers and magazines

Historical Market Data Center Historical data on securities, dividends, and
exchange rates

Web Center Information obtained from searches of
corporate, industry, government, and news
Web sites

One weakness of scanner data is that not all points of sale have scanner technology. For
instance, many convenience stores lack scanner technology, as do most vending machines. Thus,
those purchases go unrecorded. The Universal Product Code, or UPC, contains information on
the category of goods, the manufacturer, and product identification based on size, flavor, color,
and so on. This is what the optical scanner actually reads. If a large percentage of a brand’s sales
occur in environments without the ability to read the UPC code, the marketer should be aware
that the scanner data may not be representative.

B FINANCIAL DATABASES

Competitors’ and customers’ financial data, such as income statements and balance sheets, may
interest managers. These are easy to access in financial databases. CompuStat publishes an exten-
sive financial database on thousands of companies, broken down by industry and other criteria.
To illustrate the depth of this pool of information, CompuStat’s Global Advantage offers extensive
data on approximately 7,000 companies in more than thirty countries in Europe, the Pacific Rim,
and North America.

l VIDEO DATABASES

Video databases and streaming media are having a major impact on the marketing of many goods
and services. For example, movie studios provide clips of upcoming films and advertising agen-
cies put television commercials on the Internet (see AdCritic at http:/www.creativity-online.com, for
example). McDonald’s maintains a digital archive of television commercials and other video foot-
age to share with its franchisers around the world. The video database enables franchisers and their
advertising agencies to create local advertising without filming the same types of scenes already
archived. Videos on practically every type of product consumption or brand can be found on
YouTube.com. In 2008, both major political campaigns produced advertisements meant solely for
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distribution through YouTube
and other Web video sources.
Just imagine the potential value of wvo WP WOIIT
digital video databases to adver-
tising agencies’ support systems

Tuva

as firms can monitor the number
of hits on different videos and
even know for how long most
people view a video. They can
also monitor the buzz (Internet
chatter) created by provocative
videos.

Networks and
Electronic Data
Interchange

Electronic data interchange (EDI)
systems integrate one company’s
computer system directly with
another company’s system. Much of the input to a company’s decision support system may come
through networks from other companies’ computers. Companies such as Computer Technology
Corporation and Microelectronics market data services that allow corporations to exchange busi-
ness information with suppliers or customers. For example, every evening Wal-Mart transmits
millions of characters of data about the day’s sales to its apparel suppliers. Wrangler, a supplier of
blue jeans, for instance, shares the data and a model that interprets the data. Wrangler also shares
software applications that act to replenish stock in Wal-Mart stores. This DSS lets Wrangler’s man-
agers know when to send specific quantities of specific sizes and colors of jeans to specific stores
from specific warechouses. The result is a learning loop that lowers inventory costs and leads to
fewer stockouts.

Predictive Analytics

The term predictive analytics did not exist prior to the widespread usage of the Internet. In fact,
no other facet of business better illustrates how the Internet can be leveraged for business success
than predictive analytics. Broadly speaking, predictive analytics refers to linking computerized data
sources to statistical tools that can search for predictive relationships and trends which allow more
accurate forecast of consumers’ opinions and actions. Predictive analytics also eliminates manual
scanning of data. Software companies like SPSS and SAS offer products that both look for data
and then use statistical tools to reveal key predictive relationships. We’ll learn more about SPSS
and specific statistical tools later in the book.

The airline systems described in the opening vignette represent a type of predictive analytics.
Information taken from consumers’ actual archived behavior along with preference data provided
by direct input from the consumer is used to model sales levels that can be achieved with various
amounts of discounts. Airlines may be expected to use the latest research technologies like predic-
tive analytics, but other industries including some that are much smaller and seemingly less signifi-
cant are taking advantage of this new tool. Monterey Mushrooms, the nation’s leading mushroom
producer, used to arm its salesforce with volumes of paper reports showing sales data for hundreds
and hundreds of vendors over several quarters."” Spotting trends was much like finding a needle in
a hastack! The company now integrates information about vendors and cost information including
shipping and packaging cost to predict which sales calls will be most profitable. The company can
allocate resources accordingly (see the Research Snapshot on next page for an illustration). Beats
finding a needle in a haystack!
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YouTube provides a digital
archive that can be mined for
data or used as a vehicle to test
ideas and concepts.

electronic data
interchange (EDI)
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Type of exchange that occurs
when one company’s computer
system is integrated with another
company's system.

predictive analytics

A system linking computerized
data sources to statistical tools
allowing more accurate forecasts
of consumers’ opinions and
actions.
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How Did They Know That? Similarly, pharmaceutical firms use data 4 A
Major state universities have thousands and thousands of mining approaches based on volumes of 7 o
alumni. But, typically, the university has limited resources to input on physicians in their directories s\ )
personally call on alumni to financially support the university. to better predict the types of drugs each o
Historically, only one out of every hundred or so alumni would doctor is likely to prescribe. When a doc- v
provide gifts sufficient to balance the average unit costs of tor switches prescriptions for a patient, the
marketing to all alums. What if the university could improve program identifies a probable reason such as side effects, insur-
the hit ratio and better target relatively expensive marketing ance coverage, cost, and so on; and this feedback allows them
approaches like personal meetings to those who are 50 per- to adjust production and marketing accordingly. In this man-
cent likely to give a major gift instead of 5 percent likely. This is ner, they can design products that doctors are more likely to
exactly what modern predictive analytic tools can do. Using all prescribe. Predictive outcomes of programmed research of this
the information on alumni, much of it gathered through various type truly represent win-win propositions. The physicians (cus-
touchpoints with the university, a statistical model can be built tomers) get products that more closely match their desires and
which predicts responsiveness to appeals and places a potential ~ the company performs better through increased sales. Modern
donor value on each alumnus. So, perhaps an alum with football ~ technology enhances firms’ ability to be opportunistic in their
season tickets who also attends at least three orchestra perfor- relationships in a good way.

mances and who majored Sources: Crosno, J. L. and R. Dahlstrom, “A Meta-Analystic Review of Opportunism in

in marketing becomes reg- Exchange Relationships,” Journal of the Academy of Marketing Science, 36 (June 2008),

: . : 191-201; Goldman, L., “Web 2.0 Brings Web Analytics 2.0,” DM Review, 17 (March
istered as a donor V\.”th hlgh 2007), 28; “SAS Helps ImpactRX Provide Real Time Marketing Intelligence to Pharma
value. More marketing efforts Companies,” Business Wire, (March 17, 2008), retrieved July 14, 2008 from ABI/
can be directed their way INFORM Dateline database (document ID: 1447327611); “SPSS Text Mining Reveals

. . o o Greater Customer Insights as Organizations Worldwide Tap into Unstructured Data,”
and in this way, marketing is 5, o e, (tune 16, 2008), retrieved July 15, 2008 from ABI/INFORM Dateline
made much more efficient. database (document ID: 1495884601).

The marketing researchers’ job in predictive analytics is twofold. First, identity the key sources
of information that may create predictive intelligence and second, use analytic tools to build
predictive models. Although the information can come from many varied places, the Internet
is a prime source for key information. In the following pages we discuss the World Wide Web
and how to use the Internet for research. However, keep in mind that the Internet is constantly
changing.

TO POINT

—Nicholas Negroponte

content providers

Parties that furnish information
on the World Wide Web.

Uniform Resource
Locator (URL)
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A Web site address that Web
browsers recoanize.

How Is the Internet Useful in Research?

The Internet is useful to researchers in many ways. In fact, more and more applications become
known as the technology grows and is adopted by more and more users. The Internet is particu-
larly useful as a source of available data and as a way of collecting data.

Bl NAVIGATING THE INTERNET

Parties that furnish information on the World Wide Web are called content providers. Content
providers maintain Web sites. A Web site consists of one or more Web pages with related infor-
mation about a particular topic; for example, a university Web site might include pages about
its mission, courses, and faculty (see http://www.gsu.edu, for example). The introductory page or
opening screen is called the home page because it provides basic information about the purpose
of the document along with a menu of selections or links that lead to other screens with more
specific information. Thus, each page can have connections, or hyperlinks, to other pages,
which may be on any computer connected to the Internet. People using the World Wide Web
may be viewing information that is stored on a host computer or on a machine halfway around
the world.

Most Web browsers also allow the user to enter a Uniform Resource Locator (URL) into the
program. The URL is really just a Web site address that Web browsers recognize. Many Web sites
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allow any user or visitor access without previous approval. However, many commercial sites
require that the user have a valid account and password before access is granted.

One of the most basic research tools available via the Internet is a search engine. A search
engine is a computerized directory that allows anyone to search the World Wide Web for infor-
mation based on a keyword search. A keyword search takes place as the search engine searches
through millions of Web pages for documents containing the keywords. Some of the most com-
prehensive and accurate search engines are:

Ask Jeeves http://www.ask.com
Yahoo! http://www.yahoo.com
Dogpile http://www.dogpile.com
Google http://www.google.com
Hotbot http://www.hotbot.com
Go network http://go.com

Excite http://www.excite.com
Lycos http://www.lycos.com
WebCrawler http://www.webcrawler.com

Google revolutionized search engines by changing the way the search was actually conducted.
It searches based on a mathematical theory known as graph theory."" Google greatly improved the
accuracy and usefulness of the search results obtained from a keyword search. For instance, if one
clicks on Google Scholar, a search of basic research papers on any given topic indicated by the
keywords can be performed.

A Boolean search is a search that combines relevant key words by operators that refine the
search. The operators include words like and, or, and not. So, a search of Churchill will bring up
thousands of hits. For example, Churchill Downs the home of the Kentucky Derby will surface.
However, enter “war” and “Churchill” and the search becomes quickly limited to sites that contain
both words. As a result, a student doing a paper on Winston Churhill’s leadership during WWII
has just become easier. Modern data mining approaches can actually automate Web searches using
Boolean operators. Researchers may wish to monitor negative information about a brand.

Environmental Scanning

The Internet is an especially useful source for scanning many types of environmental changes. Envi-
ronmental scanning entails all information gathering designed to detect changes in the external oper-
ating environment of the firm.
Even things beyond the control
of the firm can have a significant
impact on firm performance.

Ford Motor Company main-
tains an Internet-based relationship
marketing program that, among
other things, helps the automaker
scan its environment using the
Internet. Its dealer Web site cre-
ates a centralized communication
service linking dealers via an Inter-
net connection. Its buyer Web site
allows prospective buyers to visit a
virtual showroom and to get price
quotes and financial information.
Its owner Web site allows an owner
who registers and supplies perti-
nent vehicle information to get
free e-mail and other ownership
perks. A perk might be a free Hertz
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search engine

A computerized directory that
allows anyone to search the
World Wide Web for information
using a keyword search.

keyword search

Takes place as the search engine
searches through millions of Web
pages for documents containing
the keywords.

environmental scanning

Entails all information gathering
designed to detect changes in
the external operating environ-
ment of the firm.

Here is the result of a Boolean
search for “Ford and Feedback.”
The URL is shown but can be
reached by navigating to
ask.com and then searching the
key phrase.
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pull technology

Consumers request informa-
tion from a Web page and the
browser then determines a
response; the consumer is essen-
tially asking for the data.

push technology

Sends data to a user's computer
without a request being made;
software is used to guess what

information might be interesting
to consumers based on the pat-
tern of previous responses.

smart agent software

Software capable of learning an
Internet user’s preferences and
automatically searching out infor-
mation in selected Web sites and
then distributing it.

cookies

Small data files that a content pro-
vider can save onto the computer
of someone who visits its Web site.

The iPod offers one example of
how modern technology makes
it possible to store and deliver
information. Various models

can capture, store, and deliver
hundreds of songs to their owners.

Part 1: Introduction

upgrade or an autographed photo of one of the Ford-sponsored NASCAR drivers. In return, Ford
collects data at all levels, which allows managers to scan for trends and apply what they learn at a local
level.

Information Technology

Data and information can be delivered to consumers or other end users via either pull technology
or push technology. Conventionally, consumers request information from a Web page and the
browser then determines a response. Thus, the consumer is essentially asking for the data. In
this case, it is said to be pulled through the channel. The opposite of pull is push. Push tech-
nology sends data to a user’s computer without a request being made. In other words, software
is used to guess what information might be interesting to consumers based on the pattern
of previous responses. Push technology allows personalized information to be delivered to
consumers without the need for them to even be physically at their Internet device.'> When
airline customers go to a Web site to search for flights from Columbus to Riverside, they are
pulling information. When those same customers get “Dinged” with a special on flights from
Columbus to Riverside, they have had the information pushed to them based on their previ-
ous behavior.

Today’s information technology uses “smart agents” or “intelligent agents” to deliver cus-
tomized content to a viewer’s desktop. Smart agent software is capable of learning an Internet
user’s preferences and automatically searching out information and distributing the information
to a user’s computer. My Yahoo! and MyExcite are portal services that personalize Web pages.
Users can get stock quotes relevant to their portfolios, news about favorite sports teams, local
weather, and other personalized information. Users can customize the sections of the service they
want delivered. With push technology, pertinent content is delivered to the viewer’s desktop
without the user having to do the searching.

Cookies, in computer terminology, are small data files
that record a user’s Web usage history. If a person looks up
a weather report by keying in a zip code into a personalized
Web page, the fact that the user visited the Web site and the
zip code entered are recorded in the cookie. This is a clue that
tells where the person lives (or maybe where he or she may be
planning to visit). Web sites can then direct information to that
consumer based on information in the cookie. So, someone in
College Station, Texas, may receive pop-up ads for restaurants
in College Station. Information technology is having a major
impact on the nature of marketing research. We will explore
this topic in several places throughout this book.

Intranets

An Intranet is a company’s private data network that uses
Internet standards and technology.” The information on an
Intranet—data, graphics, video, and voice—is available only
inside the organization or to those individuals whom the orga-
nization deems as appropriate participants. Thus, a key dif-
ference between the Internet and an Intranet is that security
software programs, or “firewalls,” are installed to limit access to
only those employees authorized to enter the system. Intranets
then serve as secure knowledge portals that contain substantial
amounts of organizational memory and can integrate it with
information from outside sources. The challenge in designing
an Intranet is making sure that it is capable of delivering rel-
evant data to decision makers. Research suggests that relevance
is a key in getting knowledge workers to actually make use of
company Intranets."
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e Researchers should focus on relevance e The Internet is a valuable source of data.

as the key characteristic of useful data. e Thelnternetis:
¢ Do so by asking, “Will knowledge of some - Auseful information collection vehicle
‘ fact change some important outcome?” - An exhaustive information repository
- U« Focus more on getting managers the right data - Agreat place for data mining

than the most data.

The Intranet can be extended to include key consumers as a source of valuable research. Their
participation in the Intranet can lead to new product developments. Texas Instruments has suc-
cessfully established an Intranet that integrates communications between customers and research-
ers leading to the introduction and modification of its calculators.” An Intranet lets authorized
users, possibly including key customers, look at product drawings, employee newsletters, sales
figures, and other kinds of company information.

Summary

1. Know why concepts like data, information, and intelligence represent value. Increased global
competition and technological advances in interactive media have spurred development of global
information systems. A global information system is an organized collection of computer hard-
ware, software, data, and personnel designed to capture, store, update, manipulate, analyze, and
immediately display information about worldwide business activity.

From a research perspective, there is a difference between data, information, and intelligence.
Data are simply facts or recorded measures of certain phenomena (things); information is data
formatted (structured) to support decision making or define the relationship between two facts.
Market intelligence is the subset of data and information that actually has some explanatory
power enabling effective decisions to be made. The proper use of data, information, and intel-
ligence means better decision making and better decision making means greater value for the
firm.

2. Understand the four characteristics that describe data. The usefulness of data to manage-
ment can be described based on four characteristics: relevance, quality, timeliness, and com-
pleteness. Relevant data have the characteristic of pertinence to the situation at hand. The
information is useful. The quality of information is the degree to which data represent the true
situation. High-quality data are accurate, valid, and reliable. High-quality data represent real-
ity faithfully and present a good picture of reality. Timely information is obtained at the right
time. Computerized information systems can record events and present information soon after
a transaction takes place, improving timeliness. Complete information is the right quantity of
information. Marketing managers must have sufficient information to relate all aspects of their
decisions together.

3. Know what a decision support system is and does. A database is a collection of raw data
arranged logically and organized in a form that can be stored and processed by a computer.
Marketing data come from four major sources: internal records, proprietary marketing research,
marketing intelligence, and outside vendors and external distributors. Each source can provide
valuable input. Because most companies compile and store many different databases, they often
develop data warehousing systems. Data warehousing is the process allowing important day-to-
day operational data to be stored and organized for simplified access. More specifically, a data
warchouse is the multitiered computer storehouse of current and historical data. Data warehouse
management requires that the detailed data from operational systems be extracted, transformed,
and stored (warehoused) so that the various database tables from both inside and outside the
company are consistent. All of this feeds into the decision support system that automates or assists
business decision making.

Intranet

A company’s private data network
that uses Internet standards and

technology.

39



40 Part 1: Introduction

4. Describe marketing research’s role in predictive analytics. Predictive analytics refers to
linking computerized data sources to statistical tools that can search for relationships and trends
which allow more accurate prediction of consumers’ opinions and actions. Thus, it combines
automated data mining with multivariate statistical tools to enhance prediction. The marketing
researcher’s job in predictive analytics is twofold. First, identify the key sources of informa-
tion that may create predictive intelligence and second, use analytic tools to build predictive
models.

5. Recognize the major categories of databases. The Internet is a worldwide network of com-
puters that allows users access to information and documents from distant sources. It is a combi-
nation of a worldwide communication system and the world’s largest public library. The World
Wide Web is a system of thousands of interconnected pages, or documents, that can be easily
accessed with Web browsers and search engines.

An Intranet is a company’s private data network that uses Internet standards and technology. The
information on an Intranet—data, graphics, video, and voice—is available only inside the organi-
zation. Thus, a key difference between the Internet and an Intranet is that “firewalls,” or security
software programs, are installed to limit access to only those employees authorized to enter the
system.

A company uses Internet features to build its own Intranet. Groupware and other technology can
facilitate the transfer of data, information, and knowledge. In organizations that practice knowl-
edge management, Intranets function to make the knowledge of company experts more accessible
throughout their organizations.

Key Terms and Concepts

content providers, 36 decision support system (DSS), 28 predictive analytics, 35
cookies, 38 electronic data interchange (EDI), 35 proprietary marketing research, 31
customer relationship management environmental scanning, 37 pull technology, 38
(CRM), 28 global information system, 27 push technology, 38
data, 25 information, 25 relevance, 27
database, 29 information completeness, 27 scanner data, 32
data warehouse, 29 Intranet, 39 search engine, 37
data warehousing, 29 keyword search, 37 smart agent software, 38
data wholesalers, 33 market intelligence, 25 Uniform Resource Locator (URL), 36

Questions for Review and Critical Thinking

1. What is the difference between data, information, and 7. What makes a decision support system successful?
intelligence? 8. What is data warehousing?
2. What are the characteristics of useful information? 9. ’NET How does data warehousing assist decision making? Visit
3. What is the key question distinguishing relevant data from http://www.kbb.com. While there, choose two cars that you
irrelevant data? might consider buying and compare them. Which do you like
4. Define knowledge management. What is its purpose within an the best? What would you do now? What are at least three
organization? pieces of data that should be stored in a data warehouse some-
5. What types of databases might be found in the following where based on your interaction with Kelly Blue Book?
organizations? 10. 'NET Give three examples of computerized databases that are
a. Holiday Inn available at your college or university library.
b. A Major University Athletic Department 11. "NET What is predictive analytics? Think about the three Web
c. Anheuser-Busch sites that you interact with most. List at least 10 pieces of infor-
6. What type of operational questions could a delivery firm like mation that you exchange with these Web sites that you believe
FedEx expect to automate with the company’s decision support have potential to become useful data that can be made into

system? intelligence through predictive analytics.
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12. Suppose a retail firm is interested in studying the effect of light-
ing on customer purchase behavior. Which of the following
pieces of information is the least relevant and why?

a.  Amount of natural light in the store

b. The compensation system for store salespeople
c.  The color of the walls in the store

d. The type of lighting: fluorescent or incandescent

13. 'NET Imagine the data collected by eBay each day. List at
least five types of data that are collected through the daily

Research Activities

1. ’NET To learn more about data warehousing, go to http://www.
dwinfocenter.org. How could a company that provides music and
video files via the Internet use a data warehouse?

2. ’NET Use the Internet to see if you can find information to
answer the following questions:
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operations. Describe how each type illustrates in it data, infor-
mation, or intelligence. Make sure you list at least one example
of each.

14. How could New Balance, a maker of athletic shoes, use RFID
technology to collect data?

15. "NET The Spider’s Apprentice is a Web site that provides many
useful tips about using search engines. Go to http://www
.monash.com/spidap.html to learn the ins and outs of search
engines.

a.  What is the weather in Denver today?

b. What are four restaurants in the French Quarter in New
Orleans?

c. What is the most popular novel among teenage girls age
14-162

Case 2.1 Harvard Cooperative Society

" From his office window overlooking the main
floor of the Harvard Cooperative Society, CEO
Jerry Murphy can glance down and see custom-
ers shopping.'® They make their way through the
narrow aisles of the crowded department store,

| picking up a sweatshirt here, trying on a baseball

cap there, checking out the endless array of merchandise that bears

the Harvard University insignia.

© GETTY IMAGES/
PHOTODISC GREEN

Watching Murphy, you can well imagine the Co-op’s founders,
who started the store in 1882, peering through the tiny window-
panes to keep an eye on the shop floor. Was the Harvard Square
store attracting steady traffic? Were the college students buying
enough books and supplies for the Coop to make a profit? Back
then, it was tough to answer those questions precisely. The owners
had to watch and wait, relying only on their gut feelings to know
how things were going from minute to minute.

Now, more than a hundred years later, Murphy can tell you,
down to the last stock-keeping unit, how he’s doing at any given
moment. His window on the business is the PC that sits on his desk.

All day long it delivers up-to-the-minute, easy-to-read electronic
reports on what’s selling and what’s not, which items are run-

ning low in inventory and which have fallen short of forecast. In a
matter of seconds, the computer can report gross margins for any
product or supplier, and Murphy can decide whether the margins
are fat enough to justify keeping the supplier or product on board.
“We were in the 1800s, and we had to move ahead,” he says of the
$55 million business.

Questions

1. What is a decision support system? What advantages does a deci-
sion support system have for a business like the Harvard Coop-
erative Society?

2. How would the decision support system of a business like
the Harvard Cooperative Society difter from that of a major
corporation?

3. Briefly outline the components of the Harvard Cooperative
Society’s decision support system.
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THE MARKETING
RESEARCH

After studying this chapter, you should be able to
1. Classify marketing research as either exploratory

research, descriptive research, or causal research
2. List the major stages of the marketing research process

and the steps within each
3. Understand the concepts of theory and hypothesis and

the critical role they play in research
4. Know the difference between a research project and a

research program

Chapter Vignette: Changing for Wired Students

It has been said that today’s students are wired differently than their predecessors. Well, in today’s
high-tech world, students don’t even need a wire to be different.! The changing educational tech-
nologies and environment mean today’s students enjoy many more choices than did their parents.
Universities offer new degree programs in varied and specific fields including areas like sports mar-

keting and gaming management, and graduate degrees can be obtained without ever physically
stepping foot on an actual university campus. Options for nontraditional
students who have difficulty attending

day classes or devoting years
of study to obtaining a degree
have grown exponentially.

The University of Phoenix,
Strayer University, and Nova
Southeast typify institutions

that specifically cater to those
seeking a nontraditional degree
program. These competitive
pressures have led even the most
traditional universities to rethink
the traditional “sage on the stage”
approach and conventional aca-
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demic calendars.
Students pursue their MBA

either traditionally, in weekend-only
programes, at night school, online, or
in some combination. Over a quar-
ter of a million U.S. students alone
attend MBA classes of one form or
another at any given time. In urban

OV,
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areas, such as the Dallas-Fort Worth, Texas area, there are sometimes a dozen or more institutions
offering an MBA. It is clear that the market for the MBA degree is particularly competitive and the
fact is that those universities that offer a market-oriented program are most attractive to students.

Marketing research can help accomplish this by addressing questions such as the following:

How do consumers trade off convenience with quality perceptions?
Will offering courses online expand the pool of MBA program applicants?

Who are the key sources of competition?
When is the best time to offer classes? Should schools offer a weekend program?
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+ Where is the best place to hold classes? Should classes be offered in multiple locations? Should a
program be offered overseas?

« How are nontraditional vis-a-vis traditional MBA programs viewed in terms of value, quality, and
prestige?

- Is demand sufficient? That is, are there enough potential students to make this financially feasible?

« How can a particular MBA program be differentiated from competing schools?

+ Can a business school better accomplish the mission of the university with an online MBA program?

The competitive MBA market typifies the landscape of many marketing firms. Clearly, universities
could benefit from marketing research addressing some of these key questions. Each university main-
tains its own academic standard while still trying to attract enough students to make its MBA program
feasible. The competitive landscape is filled with both potential opportunities and potential problems.
Decisions made by university faculty and administrators will determine how successfully each school
deals with the changing marketplace.

Introduction

This chapter focuses on the relationship between business decisions and marketing research. Busi-
ness success is determined directly by the quality of decisions made by key personnel. Researchers
contribute to decision making in several key ways. These include

Helping to better define the current situation

Defining the firm—determining how consumers, competitors, and employees view the firm
Providing ideas for product improvements or possible new product development

Testing ideas that will assist in implementing the marketing mix strategy for the firm

ik -

Examining how correct a certain marketing theory is in a given situation

The chapter introduces the types of research that allow researchers to provide input to key decision
makers. Product design is also discussed because effective design depends on marketing research.
Last but not least, the chapter discusses stages in the marketing research process.

Types of Marketing Research

Marketing research can reduce uncertainty. It also helps focus decision making. Sometimes mar-
keting researchers know exactly what their marketing problems are and can design careful stud-
ies to test specific hypotheses. A university may face a problem with an out-of-date curriculum.
Awareness of this problem could be based on input from employers, students, and alumni. The
problem could even be contributing to low enrollment. How should the faculty and administra-
tion decide to address this problem? They may devise a careful test exploring which of three
new curricula can be implemented to improve this perception. This type of research is problem-
oriented and seems relatively unambiguous. The marketing research may culminate with research-
ers preparing a report suggesting the relative effect of each alternative curriculum on enrollment.
The decision should follow relatively directly from the research.

In more ambiguous circumstances, management may be totally unaware of a marketing
problem. Alternatively, the company may be scanning the environment for opportunities. For
example, a small undergraduate university in a mid-sized Colorado town may consider adding an
online MBA program. University administrators may have little idea as to how this would affect
the image of their school among current students, employers, alumni, or faculty. They also may
not know exactly what programs would be most desired by its current or potential customer bases.
Some preliminary research may be necessary to gain insights into the nature of such a situation.
Without it, the situation may remain too ambiguous to make more than a seat-of-the-pants deci-
sion. Marketing research is almost certainly needed.

Marketing research can be classified on the basis of either technique or purpose. Experiments,
surveys, and observational studies are just a few common research techniques. Classifying research
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exploratory research

Conducted to clarify ambigu-
ous situations or discover ideas
that may be potential business

opportunities.

symptoms

Observable cues that serve as a
signal of a problem because they
are caused by that problem.

Part 1: Introduction

by its purpose shows how the nature of a decision situation influences the research methodology.
The following section introduces the three types of marketing research:

1. Exploratory
2. Descriptive
3. Causal

Matching the particular decision situation with the right type of research is important in obtaining
useful research results.

Exploratory Research

Exploratory research is conducted to clarify ambiguous situations or discover ideas that may be
potential business opportunities. Exploratory research is not intended to provide conclusive evi-
dence from which to determine a particular course of action. In this sense, it is not an end unto
itself. Researchers usually undertake exploratory research with the full expectation that more
research will be needed to provide more conclusive evidence. Using exploratory research can
sometimes also make the difference in determining the relevance of follow-up research. Rushing
into detailed surveys before it is clear exactly what decisions need to be made can waste time,
money, and effort by providing irrelevant information.

B INNOVATION AND EXPLORATORY RESEARCH

Exploratory research is particularly useful in new product development.®> Sony and Honda have
each been instrumental in developing robot technology.® Making a functional robot that can
move around, perform basic functions, carry out instructions, and even carry on a conversation
isn’t really a problem. What Sony and Honda have to research is what market opportunities may
exist based on robot technology. Research can allow consumers to interact with robots as a form
of exploratory research. The observational research suggest that consumers interact much more
when the robot has human qualities, including the ability to walk on two legs. Researchers noticed
that people will actually talk to the robot (which can understand basic oral commands) more when
it has human qualities. In addition, consumers do seem entertained by a walking, talking, dancing
robot. Thus, this has allowed each company to form more specific research questions focusing on
the relative value of a robot as an entertainment device or as a security guard.

B EXPLORATORY RESEARCH AND PROBLEM SOLVING

In our university example, it could be that exploratory research is needed to help identify concerns
about nontraditional course delivery for business classes. This exploratory research should include
open-ended interviews with faculty, students, and alumni. By doing so, specific hypotheses can be
developed that test the relative attractiveness of alternative curricula to students and the eftect of
online instruction on job satisfaction and on alumni quality perceptions. These hypotheses may
be tested by either or both of the remaining two research types. The Research Snapshot on the
next page describes how exploratory research helps companies understand what a mascot like the
Aflac duck or a pair of M&Ms can do for their performance.

Exploratory research can be useful in helping to better define a marketing problem or identify a
market opportunity. Problems are usually not as obvious as they may seem. In fact, they usually are not
easily observable. Instead, problems are inferred from symptoms, which are observable cues that serve
as a signal of a problem because they are caused by that problem. A drop in market share is generally
only a symptom of a market problem and not the problem itself. Reesearch may help identify what is
causing this symptom so that decision makers can actually attack the problem, not just the symptom.
Patients don’t usually go to the doctor and point out their problem (like an ulcer). Instead, they point
out symptoms (upset stomach). Similarly, decision makers usually hear about symptoms and often need
help from research to identify and attack problems. Whether facing an opportunity or a problem, busi-
nesses need quality information to deal effectively with these situations. Decision situations are also
characterized by how much certainty or ambiguity exists.
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Cute, Funny, or Sexy? What
Makes a Mascot Tick?
Has the Pillsbury Doughboy ever
changed? How old should the Brawny (paper
towel) man be? What should the M&\Vis characters
be named? Why is Aflac synonymous with a duck? Does a country
need a mascot? In truth, a lot of research goes into these kinds
of questions beginning with exploratory research. For instance,
focus groups involving female consumers revealed a considerable
amount of intimate discussion about the Brawny man. Thus, it
seemed that a sexy Brawny man would yield a better response than
a humorous or intelligent Brawny man. When England developed
an official mascot in conjunction with the World Cup, the desire to
cultivate children’s affinity led to more of a cute Sir George.

Mr. Peanut, the icon for Planter’s Peanuts, has actually
changed very little since his introduction in the 1920s. He looks
good for his age. Again, exploratory research suggests generally
positive comments about Mr. Peanut, so only minor changes

k ‘,lé.:%

in the color scheme have been introduced. A few years ago,
exploratory research led to some further tests of a Mr. Peanut in
Bermuda shorts, but the tests proved overwhelmingly negative,
sending Planters back to a more original peanut!

Similarly, simple exploratory research merely asked a few con-
sumers for their reactions to the Mars M&M characters. Mars was
interested in discovering names for the characters. They found
that most consumers simply referred to them by their colors. This
piece of information became useful in shaping future research
and marketing strategy.

Sources: Voight, Joan, “Mascot Make-
over: The Risky Business of Tampering
with Brand Icons,” Adweek (July 7,
2003), 20-26; Elliot, Stuart, “Updating
a venerable character, or tarnishing

a sterling reputation?” The New York
Times, (March 19, 2004), C5; “A Mascot
for All Seasons: Arise, Sir George,”
License! Europe, (January 31, 2006).

Descriptive Research

Descriptive research, as the name implies, describes characteristics of objects, people, groups, orga-
nizations, or environments. Put more simply, descriptive research tries to “paint a picture” of a
given situation. Marketing managers frequently need to determine who purchases a product, por-
tray the size of the market, identify competitors’ actions, and so on. Descriptive research addresses

who, what, when, where, why, and how questions.

descriptive research

Describes characteristics of objects,
people, groups, organizations, or
environments; tries to “paint a pic-
ture” of a given situation.

Descriptive research often helps describe market segments. For example, marketing researchers

used simple descriptive surveys to describe consumers who are heavy consumers (buy a lot) of
organic food products. The resulting report showed that these consumers tend to live in coastal cit-

ies with populations over 500,000,
with the majority residing on the
West Coast. The most frequent
buyers of organic foods are affluent
men and women ages 45-54 (36
percent) and 18-34 (35 percent).”
Interestingly, consumers who buy
organic foods are not very brand-
oriented—381 percent of them
cannot name a single organic
brand. Research such as this helps
high-quality supermarkets such as
Whole Foods make location deci-
sions. Over half of Whole Foods’
food products are organic.
Similarly, the university con-
sidering the addition of an online
MBA program
from descriptive research profil-

might benefit

ing the market and the potential
customers. Online customers are
not identical to the traditional

Descriptive research about
consumers who buy organic
food has paid off for the Whole
Foods chain of stores.
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The Squeaky Wheel Gets ... e Constantly eating and leaving behind 4 , _. \

Marketing problems are often people problems. Disgruntled mar- crumbs and warming things in the _ )
keting employees can lack creativity and lose the motivation that microwave that leave behind strong A\ i
drives a strong work ethic. What appears to be a marketing prob- odors (i.e., pickled cabbage, fish, pop- : -
lem can reallly be an internal people problem. With this in mind, corn, etc.) v
what kind of things do coworkers do that irritate other cowork- e Over air-conditioning the office making it

ers? Several descriptive research studies address this by survey- cold as a meat locker.

ing employees and having them rate potentially problematic e Being fortunate enough to have a window and then keeping
behaviors based on how annoying they actually are. Perhaps the the shade closed all day.

resulting list isnt surprising, but some of the most problematic e Comingin late but leaving on time.

coworker habits and practices include the following. e Noisiness—squeaky chairs, loud laughter, loud phone calls,

annoying body noises.

e Slacking—the perception that a coworker is simply not pull-

ing his or her share of the work is one of the most frequently The question becomes how these annoying habits should

mentioned annoying behaviors. be dealt with. Should employees confront each other or should
e Abusing the printer or copier—printing things unnecessarily, =~ management create policies that restrict all possible annoying

wasting paper, occupying the printer or copier or both with behavior? Is that possible? Maybe this calls for more research.

personal documents and slowing down the work.

Sources: “What Your Workers Find Most Annoying,” Legal Alert for Supervisors, 3, no.

diagnostic analysis

Seeks to diagnose reasons for
market outcomes and focuses
specifically on the beliefs and
feelings consumers have about
and toward competing products.

46

e Leaving used tea bags in 64 (2008) 3; Piccolo, C. “Irritating Coworkers,” Medhunters.com, (2008), http://www.
the office sink. medhunters.com/articles/irritatingCoworkers.html, accessed July 20, 2008; “Xerox
o € - ith th Survey Reveals Environmental Pet Peeves Among Office Workers,” Graphic Arts
IS NI W € Online (April 17, 2008), www.graphicartsonline.com, accessed June 18, 2008; Nudd,
boss. T., "Pet Peeves,” Adweek, 46 (September 26, 2005), 33.

MBA student. They tend to be older than the average 24-year-old traditional student, instead
averaging about 30 years of age. Also, they tend to live in rural communities, be more introverted,
and expect a higher workload than traditional students. Another key statistic is that the dropout rate
for online students is significantly higher than for traditional MBA students. Nearly 14 percent of
online students drop before completing a course as compared to 7.2 percent for traditional in-class
students. For this and other reasons, online students are much more costly to serve.® What makes
a coworker irritating? The Research Snapshot above describes this phenomenon using descriptive
research results.

Accuracy is critically important in descriptive research. If a descriptive study misestimates a
university’s demand for its MBA oftering by even a few students, it can mean the difference between
the program sustaining itself or being a drain on already scarce resources. For instance, if a cohort
group of twenty-five students is predicted, but only fifteen students actually sign up, the program
will likely not generate enough revenue to sustain itself. Therefore, it is easy to see that descriptive
research forecasting sales revenue and costs or describing consumer attitudes, satisfaction, and com-
mitment must be accurate or decision making will suffer.

Unlike exploratory research, descriptive studies are conducted with a considerable understand-
ing of the situation being studied. This understanding, which may have been developed in part from
exploratory research, directs the study toward specific issues. Later, we will discuss the role of research
questions and hypotheses. These statements help greatly in designing and implementing a descriptive
study. Without these, the researcher would have little or no idea of what questions to ask.

Survey research typifies a descriptive study. Many surveys try to answer questions such as
“Why are brand A’s sales lower than brand B’s sales?” In other words, a diagnostic analysis seeks
to diagnose reasons for market outcomes and focuses specifically on the beliefs and feelings con-
sumers have about and toward competing products. A research study trying to diagnose slumping
French wine sales might ask consumers their beliefs about the taste of French, Australian, and
American wines. The results might indicate a deficiency in taste, suggesting that consumers do not
believe French wines taste as fruity as do the others. Descriptive research can sometimes provide
an explanation by diagnosing differences among competitors, but descriptive research does not
provide direct evidence of causality.

© GEORGE DOYLE & CIARAN GRIFFIN
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Chapter 3: The Marketing Research Process

Causal Research

If a decision maker knows what causes important outcomes like sales and employee satisfaction,
then he or she can shape firm decisions in a positive way. Causal inferences are very powerful
because they lead to greater control. Causal research allows causal inferences to be made. That
is, causal research seeks to identify cause-and-effect relationships to show that one event actually
makes another happen. Rain causes grass to get wet. Rain is the cause and wet grass is the effect.

Exploratory and/or descriptive research usually precedes causal research. In causal studies,
researchers typically have a good understanding of the phenomena being studied. Because of this,
the research can make an educated prediction about the cause and eftect relationships that will be
tested. Although greater knowledge of the situation is a good thing, it doesn’t come without a price.
Causal research designs can take a long time to implement. Also, they often involve intricate designs
that can be very expensive. Thus, even though managers may often want the assurance that causal
inferences can bring, they are not always willing to spend the time and money it takes to get them.

B CAUSALITY

Ideally, managers want to know how a change in one event (say, using a new product logo) will
change another event of interest, like sales. Causal research attempts to establish that when we do one
thing, another thing will follow. A causal inference is just such a conclusion. While we use the term
“cause” all the time in everyday language, scientifically establishing something as a cause is not so
easy and even researchers sometimes confuse causality with correlation. A causal inference can only
be supported when very specific causal evidence exists. Three critical pieces of causal evidence are

1. Temporal Sequence
2. Concomitant Variance
3. Nonspurious Association

Temporal Sequence

Temporal sequence deals with the time order of events. In other words, having an appropriate causal
order of events, or temporal sequence, is one criterion for causality. The cause must occur before
the effect. It would be difficult for a restaurant manager to blame a decrease in sales on a new chef’
if the drop in sales occurred before the new chef arrived. If advertising causes sales, the advertising
must appear before the change in sales.

Concomitant Variation

Concomitant variation occurs when two events “covary,” meaning they vary systematically. In
causal terms, concomitant variation means that when a change in the cause occurs, a change in the
outcome also is observed. Correlation, which we discuss in a later chapter, is often used to repre-
sent concomitant variation. Causality cannot possibly exist when there is no systematic variation
between the variables. For example, if a retail store never changes its employees’ vacation policy,
then the vacation policy cannot possibly be responsible for a change in customer satisfaction.
There is no correlation between the two events. On the other hand, if two events vary together,
one event may be causing the other. If a university increases its number of online MBA course
offerings and experiences a decrease in enrollment in its traditional in-class MBA ofterings, the
online course offerings may be causing the decrease. But, the systematic variation alone doesn’t
guarantee it.

Nonspurious Association
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