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1 INTRODUCTION

arketing decisions come in all shapes and sizes. Actions can be strategic or
M tactical and relate to different elements of the marketing program—from a

new product launch to a price change. Some decisions work out, others don't.
In the history of marketing, probably no marketing decision has been as widely
discussed and criticized as Coca-Cola Company’s launch of New Coke on April 23,
1985, replacing the original Coca-Cola, with its classic taste and a history going back
to 1886.

The New Coke decision was not made without market research. The campaign
that PepsiCo built around the “Pepsi Challenge,” with its taste tests beating out
Coca-Cola, had sparked the development of a new formulation to beat Pepsi on
taste. Coca-Cola had conducted numerous taste tests pitting Coca-Cola and New
Coke against Pepsi. When New Coke was launched and the original Coca-Cola
withdrawn from the market, the outcry from consumers was immediate—and
unprecedented. It grew to a point that by July 11, 1985, the company announced
that classic Coca-Cola was back. Company president Donald Keough stated, “The
simple fact is that all the time and money and skill poured into consumer
research could not meastre or reveal the deep and abiding emotional
attachment to original Coca-Cola by so many people...”* Coca-Cola had
researched its consumers, but it had failed to develop true intelligence about
them and consequently made a dramatic product error. Coca-Cola hoped that
winning in a taste test would lead to market success. It was wrong. It did the
market research, but it failed to enhance its marketing intelligence.

Proper market intelligence replaces “marketing by hoping” with “marketing
by knowing.” Obtaining appropriate insights into customers’ behavior and
having general market intelligence is critical to marketing success. In July 2019,
retailer Forever 21 included a free gift with online orders to enhance the
customer relationship. The free gift? An Atkins Diet Bar. But Forever 21 failed to
have the consumer intelligence to gauge the reaction of customers, particularly
those who had ordered “plus size” clothing. Social media quickly disseminated
the messages of outrage. Forever 21 quickly apologized, explained that the bar
had been sent to all buyers, not just plus size buyers, and dropped the program.2
Having appropriate insights into customers’ behavior and general market
intelligence is critical to marketing success.

Since its 1948 start, Porsche has been known for high-performance sports
cars. However, its in-depth consumer intelligence work allowed it to see the
potential for a Porsche sports utility vehicle (SUV). The Porsche Cayenne became
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Porsche’s best-selling vehicle: Porsche sold twice as many Cayenne vehicles in
2015 as its original Porsche 911. It followed the Cayenne with a successful
customer intelligence-driven entry into the “family-minded,” four-door luxury
sedan market: the Panamera.3

Market intelligence should be at the root of all marketing decisions—from the
strategic, such as which segments of the market to address, to the more tactical,
such as advertising copy points, logo, or website design elements.a

Recent changes in technology, particularly in relation to the internet and
social media, have revolutionized both the types of questions asked and the
ways those questions are investigated. For example, only relatively recently
would a company like Diesel, the Italian clothing company, face a problem such
as learning that its presence on Pinterest needed boosting.* The digital era has
made online market intelligence-gathering a matter of course, and companies
use a range of tools on the Internet to do everything from basic research to
customer surveys for brand positioning.

Whether a company does its own research or pays a marketing research
company to gather intelligence, the types of research best suited to a particular
question vary. InSites Consulting has a well-developed philosophy on effective
market research that is captured in its “10 Commandments of Contemporary
Market Research.” We consider the last of these commandments a good
summary of our philosophy on marketing intelligence:

Contemporary market researchers need D] [disc jockey] skills. ...
They need to have the ability to choose the right methods and data
sources and throw them in the right mix. Last but not least, they
need tc perform well in the boardroom by playing the most
relevant tunes to management.>

This reading provides the basic knowledge that a marketing manager needs to
be able to use those researcher “D]” skills to full advantage—by setting out the
full portfolio of “songs” that can be played (i.e., techniques that can be used) and
offering insights about when they will be most useful. Furthermore, in this
reading we demonstrate how effective decision-making hinges on marketing
intelligence, which we define as a deep and informed understanding of the
relationship between the customer, the marketing environment, and the
company’s offerings.

a See Core Reading: Framework for Marketing Strategy Formation (HBP No. 8153) for a full
discussion of the variety of marketing decisions to be made.
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In the Essential Reading that follows, we begin by discussing a very successful
market intelligence program. We then generalize to an effective research
process and a taxonomy of research methods. This leads to discussion and
practical examples of each intelligence-gathering technique. We then discuss
how the procedures can be leveraged and combined into an effective overall
marketing intelligence program, particularly with insight into customer
behavior.

2 ESSENTIAL READING

Marketing intelligence can help marketers make a variety of decisions, and
perhaps the most important decision is what a company aspires to be in the
marketplace. This is the customer “value proposition” that the company hopes to
bring to market, the special quality that will differentiate the company from
competitors. With a desired product positioning in mind, the company can turn
to decisions on the optimal action plan—the marketing mix of the four Ps—
product, promotion, place (i.e., distribution, or how the firm goes to market), and
price—to deliver that value proposition to the company’s chosen customers.
(For more information, see Core Reading: Framework for Marketing Strategy
Formation [HBP No. 8153].)

Consider, for example, the intelligence program implemented in 2012 by
newly appointed brand managers for Planters Nuts.¢ While Planters and Mr.
Peanut, the iconic brand “spokesperson,” were well known, sales of Planters
Peanuts were lagging as consumers moved to options they considered healthier
and more “modern,” such as almonds and pistachios. Planters faced the
following issues: (1) Who should be the target market and what should Planters
mean to them? and (2) What supporting marketing mix could help Planters
reverse its declining sales trend?

The Planters team started with an analysis of the situation using data at hand.
Planters, along with most consumer packaged goods (CPG) firms, purchased
data from Nielsen on market size, market shares of all brands, average pricing
on retail shelves, and extent of distribution in stores. Publicly available data
sources provided Planters with knowledge of the advertising spending by major
competitors, Wonderful Pistachios and Blue Diamond Almonds. Blue Diamond
had also posted a presentation from an almond industry conference setting out
its target markets (e.g., primary market: US women, age 35 or more). Blue
Diamond’s ad theme was “Get Your Good Going” and its packaging featured a
“heart healthy check mark.” The US Department of Agriculture and US
Department of Health and Human Services conducted publicly funded research
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and published the nutrient content of peanuts, almonds, and pistachios. These
data showed that peanuts were, in fact, just as nutritious as almonds and had
fewer calories.

Planters conducted regular, quarterly “brand health” consumer surveys and
thus had its own data on hand about, first, which nuts consumers were aware of
and which were top of mind and, second, the consumer perceptions of Planters’
quality and uniqueness. The team complemented these data with newly
gathered information. A large-scale quantitative survey with a sample of 2,000
people measured consumers’ perceptions of almonds, pistachios, and peanuts on
several dimensions, such as:

Healthy/nutritious
Low in fat

Inexpensive

Although the research showed that there was no health difference, consumer
perceptions favored almonds and pistachies.

To develop deeper qualitative insight into consumers, the team conducted in-
depth interviews: a 60-minute in-home conversation with a consumer followed
by a trip to the store where the consumer could set out how they shopped for
nuts. Finally, the team gathered customers (typically a group of six) who were
past but not current Planters consumers. These customers were asked to bring a
bag of their current favorite nuts with them to the session, where a moderator
led the group through a discussion of nuts, Planters, and competitors. This
produced quotes about Planters ranging from “the best name in nuts” to
“Planters makes me think of the 1950s.”

This collection of data provided the intelligence Planters needed to develop a
new positioning for Planters peanuts. As described below, Planters combined
four different types of data:

Free on-hand or “secondary” data, for example, data on nutrition published
by the US Department of Agriculture.

Paid-for secondary data, for example, the market share and store data
purchased from Nielsen.

Newly collected or “primary” data of a quantitative nature, for example,
consumers’ perceptions of nutrition value measured by agreement with
statements such as “peanuts are nutritious” and “almonds are nutritious.”

“Primary” data of a qualitative nature, for example, the in-depth 60-minute
conversations about nuts that Planters conducted in person in consumers’
homes.

Note also that Planters’ research focused on a variety of actors in the market.
Primarily it directed its research to understand consumers, but it also sought to
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understand the strategy and specific actions of competitors. It also studied the
behavior of collaborators such as retailers, analyzing the shelf space they granted
to the various brands.

2.1 The Research Process and Research Te /ﬂm | w

The process for market research generally follows the five-step model in Exhibit
1. As shown in the exhibit, the company should first specify the question to be
answered (Why are sales declining in Brazil?) or decision to be made (Should we
offer a new, lower-priced item to reach price-sensitive customers?). By clearly
stating this all-important initial problem or decision, marketers can then begin
collecting and interpreting useful data.

EXHIBIT 1 The Market Research Process

Source: Adapted and reprinted from Harvard Business School, “Note on Market and Consumer Research,” HBS No. 579-136, by
Scott Ward and Dave Reiistein. Copyright © 1979 by the President and Fellows of Harvard College; all rights reserved.

The second and third steps of the research process are to make decisions
about, respectively, the types of data needed and the collection methods to be
used. Exhibit 2 presents a general taxonomy of research methods and the full
set of data types. Applying this to Planters, the only approach not used is the
“experimental” branch, where research is conducted using test and control
groups.
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EXHIBIT 2 Overview of Research Data and Methods

DATA TYPE
SECOMDARY PRIMARY
ACCUMULATOR PROCESS
INTERMAL EXTERNAL EXPERIMENTAL HNON-EXPERYMENTAL
FREE PAID OCATION ORIBNTATICN
LABORATORY FIELD QUALITATIVE QUANTITATIVE

Note: “Accumulator” refers to whether the data were collected from sources internal or external to the company; “process” refers to
the methodological procedures by which new insights (i.e., primary data) were collected.

Source: Adapted from Harvard Business School, “Market Research,” HBS No. 532-034, by Robert J. Dolan. Copyright © 1991 by
the President and Fellows of Harvard College; all rights reserved.

The fourth step of marketing research shown in Exhibit 1 is to collect the data,
and the fifth and final step is to analyze and interpret the data before presenting
them persuasively in a way that, in the words of InSites Consulting’s tenth
commandment, “performs well in the boardroom.”? This last point is key
because the presentation of the data analysis influences how it will be
implemented. For example, research conducted by Procter & Gamble’s (P&G’s)
Swiffer marketing team produced a recommended action plan that ran counter
to the company’s standard global strategy. The Swiffer team’s plan nevertheless
prevailed because of how it was presented. In Video 1, Robyn Bolton (Founder
and Chief Navigator, Mile Zero) explains how the type of research conducted
(team members in the field speaking with potential customers) generated
credibility for the team with top management and acceptance of the team’s
recommendations.

0 VIDEO 1 Conduct Firsthand Market Research
OhpA0)

(=¥ Scan this QR code, click the icon, or use the link to access the video: bit.ly/hbsp2utt4b0.

We now turn to a discussion of the research techniques set out in Exhibit 2.
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In the overview of research data and methods in Exhibit 2, we start with the type
of data: primary or secondary. Because secondary data is often quicker and
cheaper for marketers to access than primary research, the common practice is
to explore secondary data first and assess its potential to enhance marketing
intelligence.

2.2.1 Secondary Data

The source of secondary data can be the company itself (“internal” in Exhibit 2)
or another party (“external”). As we saw in the Planters example, an external
party may be accumulating data as part of a public process and making them
available at no cost (e.g., the US Census Bureau), or the data could be
proprietary, meaning that they are for sale (e.g., Nielsen could provide
comparisons of the firm’s and all competitive firms’ distribution levels, prices,
and market shares by geographic region).

Because any internal secondary data that exist will be readily available at no
cost, marketers should begin their collection process with these data. Sources
include company accounting records (probably the most intensively used
source), which provide data such as cost of goods sold; unit sales by product,
region, or customer; and expenditures by time period. Sales call records are
another rich vein of internal data because they contain information on a
customer’s expressed wants and level of satisfaction with the company’s
offering, account penetration and potential, and competitive activity at the
account. A good practice is to collect data systematically from employees about
important market developments, such as information they gleaned at a trade
show or conference.

Many firms, like Planters, accumulate customer data regularly over time so
that they are available to help assess the state of the business and sometimes to
develop new action plans. For example, as part of management of its power tools
business, Black & Decker did an annual image survey, measuring potential
customers’ knowledge and attitudes toward Black & Decker and its competitors’
power-tool brands. It collected data about buyers’ awareness of its brand and
perceptions of the Black & Decker tool as “one of the best,” “high quality,”
“desirable,” and one that a person would be “proud to own.” Thus, at a time
when market share results proved unsatisfactory, these data were on hand,
providing quick insight into the cause of the market share problem.8

Marketers should also consult publicly available external secondary data,
which can provide important background in marketing decision-making. For
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example, in the United States, the Bureau of Labor Statistics, the Department of
Commerce, and the Department of Energy provide information on topics such as
gross domestic product (GDP), unemployment levels, consumer spending,
household debt-to-income levels, patent applications, and the number of firms
operating in the country in any particular industry. Such data were key for
HubSpot, the leading software company involved in the “inbound” marketing
space. When HubSpot needed to decide which type of customer it should target,
it turned to secondary public data for basic numbers such as how many small- to
medium-size companies existed, measured by number of employees.®
Understanding the size of different market segments helped HubSpot decide
which size companies to pursue, which in turn had implications for all aspects of
its marketing plan (e.g., pricing and promotion).

Many useful trade association reports and academic papers are also publicly
available. Press releases, annual and 10-K financial reports, and online job
listings by competitors can also yield important insights. For example, a
competitor of P&G may find it useful to know that e-commerce sales grew to
represent 7% of P&G’s business in 2018, as it stated in its Annual Report. For
assessing markets outside the United States, marketers will find useful general
country information, at no cost, in The World Factbook of the US Central
Intelligence Agency (CIA) and the Economist Intelligence Unit.

Market researchers can also tap into other external sources of information
that are proprietary and generally require a subscription or fee to access.
Syndicated services rely on the fact that there are economies of scale in
collecting data for a large number of companies. For example, virtually every
CPG brand team wants to know its own and its competitors’ distribution level,
average price, market share, and frequency with which the company’s products
are featured in stores (such as an end-of-aisle display). Having one firm, such as
Nielsen, work with retailers to accumulate all that data and then sell them to
interested parties makes economic sense. For example, when L’Oréal wanted
information on its Plénitude brand, which was sold in 25,000 US grocery and
drugstores, it contracted with Nielsen to provide data on prices to the trade (i.e.,
prices that intermediaries, such as drugstores, pay for the product), everyday
average retail price paid, and market share.10

Passport, Euromonitor International’s global market research database,
provides data on a wide variety of consumer products around the world—for
example, information about market sizes, company shares, brand shares, and
distribution level.1! It also provides a vast array of data on countries and
consumers and, as a proprietary data source, offers subscriptions to industry
reports. Some of the categories covered include: beer (Eastern Europe), apparel
and footwear (global), and ice cream (Americas). Its consumer reports by
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country include topics such as Consumer Trends and Lifestyles (Americas) and
Population and Homes (Western Europe).

How do Euromonitor and other syndicated services gather their data? They
contract leading firms to work on a customized basis to provide these data. They
also undertake their own studies that they sell to firms. For example, Forrester,
another well-known research firm, conducts annual surveys of more than
675,000 consumers and business leaders worldwide.12

For data on competitors, sources such as Bloomberg and Hoovers provide
detailed company information. Searching the Internet can also yield specific
information on many topics—some at no cost and some for a fee. For example,
GoodCarBadCar provides monthly sales data for most car models. It accumulates
most of this data from automobile manufacturer reports. The data are made
available for free, and GoodCarBadCar generates revenue by selling ads on its
site. ]. D. Power collects extensive “Voice of the Customer” data and makes a
portion of the data available for free. It also has 800 professional analysts
worldwide to work with the data and provide insights to paying clients.

An important development in marketing intelligence is the emergence of
technically sophisticated methods for tracking social media. Just as Nielsen
tracks changes and developments in supermarkets (products displayed, prices,
products receiving special emphasis), these research suppliers monitor and
track developments on social media sites. Social media “conversations” can be
an important source of market intelligence because the consumers who visit
these sites are not normally in research mode; rather, they are interacting freely
with community members.

Consider the capabilities of Sysomos, one of the most highly regarded
companies in the data-supplying arena, whose clients include Coca-Cola, H&M,
Adidas, and Hyundai.?3 Sysomos has a database of “billions of social media
conversations” dating back 13 months from blogs, forums, websites, Twitter,
YouTube, Facebook, and Instagram. Marketers can tap into the database to
obtain information on product or company mentions and automated favorability
rankings {the percentage of mentions of a company and its competitors that are
favorable, neutral, or unfavorable). Geodemographic filters permit sorting of
comments from only certain customer types (e.g., millennials in New York City
or senior citizens in Florida). Many useful tools are offered in this area for
businesses small and large. Some of the tools are available free of charge, such as
the social media management solutions from Hootsuite. It offers a limited, entry-
level product suitable for individual use at no cost, as well as a more
sophisticated, subscription-based version for businesses and professionals.14
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When collecting secondary data from any external source, marketers should
assess the accuracy and relevance of such data, particularly if it is relatively
expensive. Many research providers have good reputations; nevertheless, before
purchasing, one should understand the research methodology thoroughly, when
the data were collected, and how the data have been analyzed and reported.
Typically, a research supplier provides a description of its methods and scope of
data collection.

We now turn to primary data.

2.2.2 Collecting Primary Data

Secondary data may suffice for the marketing decisicn at hand. For example, the
tactical action question, “Should the company advertise on television show A or
B?” may be answered appropriately with viewer data purchased from Nielsen
Media Research. Often, however, an appropriately informed decision requires
the collection of new data, or “primary” data, as indicated in Exhibit 2. For
example, as Eli Lilly prepared to launch its erectile dysfunction drug, Cialis, it
knew the incidence of the condition from secondary data obtained from the
National Institutes of Health. But to assess the importance of specific product
attributes to prescribers (a key to deciding the drug’s value proposition), it had
to conduct its own survey of potential prescribers.15

As shown in Exhibit 2, the two types of primary data are experimental and
nonexperimental. In experimental research, the researcher manipulates the
environment, exposing some people to condition A (for example, a coupon
offering $15 off a purchase of $100 or more) and others to condition B (a coupon
offering $20 off a purchase of $100 or more). The researcher then observes the
results, such as sales across the two groups. In nonexperimental data collection
methods, the firm does not disrupt normal business activity; it seeks data only
by observing or interacting with market participants. We now cover each type in
turn.

Experimental Research

Experiments can serve many marketing purposes. For example, in 2017, Aura
Bioscience was developing a new drug for the treatment of eye cancer.16
Experiments on dosing levels compared patient outcomes. For any drug, the US
Food and Drug Administration (FDA) requires extensive experimental data to
show safety and efficacy before market introduction. Its experimental data were
required to gain authorization to market the drug.

Experiments differ from other research approaches in that the researcher
manipulates the environment in some way (e.g., by offering a coupon) and sets
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up an experimental design to compare results across test and control groups.
This method is popularly known as A/B testing: treatment A is applied to one
group and treatment B is applied to another. Experiments can serve a variety of
purposes. For example, Interactive Illustration 1 shows how an e-commerce
company used three successive A/B tests to evaluate potential improvements to
its website and operations. The number listed in each horizontal band
represents the number of customers who completed that part of the purchase
process. The percentages in the boxes on the right-hand side show the
percentage difference in control versus test customers who proceeded to the
next step at that exact point in the process (noncumulative). The numbers that
appear without boxes around them show the percentage of total increase in
customers cumulatively at that point in the process.

@ INTERACTIVE ILLUSTRATION 1 A/B Testing with Conversion Funnels
[OE0]
Fh% Scan this QR code, click the image, or use the link to access the interactive illustration: bitly/hbspFae34F03.
=

2N ﬁ

Server was upgraded to improve page loading times throughout the site.

0.0%

Unique Visitors

9.9%

Added Items to Cart

e [ve% —
: 16.1%

=1 12.8% =

30.9%

Source: Reprinted from Core Reading in Entrepreneurship: Experimenting in the Entrepreneurial Venture, HBP No. 8077, by
Themas R. Eisenmann, Eric Ries, and Sarah Dillard. Copyright © 2014 by the Harvard Business Publishing Corporation; all rights
reserved.

As you examine each test’s results, notice how the modification described
affected the treatment group’s conversion funnel in the rightmost column. If you
were the marketing manager of this website, which modification would you
implement permanently? What other modifications to the website or operations
would you test next?
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In the age of social media, consumers are increasingly playing an active role
not just in consuming the product (as in traditional funnel models) but also in
co-creating value. New models, such as HubSpot’s flywheel framework, have
emerged to address this trend. Such models do not end with the customer
consuming the product; rather, the consumption is itself an input to acquisition
of new customers—a virtuous cycle (when all goes well).

Experiments can take place in both the online and brick-and-mortar worlds.
For example, a retailer may give a product an end-of-aisle display in one set of
stores and not in another set. Technological advances have increased the
precision of experiments. For example, Catalina Marketing, the personalized
digital media company, has a relationship with most US grocery stores capturing
purchase data tagged by loyal card numbers. At checkout, Catalina is able to
distribute cents-off coupons to customers based on their previous purchase
behavior. For example, a soft drink marketer may identify a group of interest as
customers who once bought the brand but have not purchased it in the past six
months. The control group would not receive a coupon, while the test group
would receive a “$1.00 off six-pack” coupon valid for the next month. Catalina’s
precision in measuring the impact of these price discounts has led almost every
large CPG firm to become a client.

Online purchasing has also greatly accelerated the use of marketing
experiments. A/B testing is easy to implement, and purchase impacts can be
measured precisely. For example, Basecamp sold software to enable team
collaboration.l” Basecamp employed a “freemium” model with a product of low
functionality offered for free and then a product line of three paid products of
increasing functionality at prices of $29, $79, and $250 per month. Getting the
four product definitions right and the best prices for the three paid tiers was no
easy task, and Basecamp executives admitted launching the product line “with
our best guess at appropriate pricing based on our past experience instincts and
precedents.”18 But eager to do better, Basecamp turned to A/B testing. With a
focus on the impact on the lifetime value of the customer, Basecamp
implemented a series of carefully designed A/B tests to inform their pricing and
product definition decisions.

For some companies, A/B testing is a core part of their culture. For example,
Booking.com conducted over 1,000 A/B tests per day on its website design.
Management described it as “evidence-based, customer centric product
development.” New recruits to the company were screened for their
“experimentation mindset” and embrace of the company’s “test everything”
mindset.”1% The senior product manager of experimentation noted the
importance of A/B testing as an antidote to guessing and hoping: “We see
evidence every day that people are terrible at guessing. Our predictions of how

customers will behave are wrong nine times out of ten.”20
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Each of the examples above involved experiments in the real world. As an
alternative, experiments can also be conducted in a laboratory setting by
simulating a shopping scenario. In the laboratory setting, respondents are
recruited and exposed to different scenarios, such as product features, product
descriptions and ad support, or prices. Then the marketers either measure
respondents’ purchase intent or, in some cases, present respondents with cash
compensation for participating in the experiment and observe whether the
respondents use the money to purchase the product on the spot. The laboratory
setting has the advantages of lower cost, quicker results, confidentiality, and
internal validity—that is, the researcher easily controls all other variables, so
ascribing the measured result to the manipulation is valid. The trade-off,
however, is external validity—the confidence that the results can be extended
from the laboratory situation to the real world.

Moving outside the laboratory into the field can be costly. First, field tests and
test markets can be expensive to set up and, second, if one of the manipulations
is not effective, at least some portion of the market has been affected by it
(resulting in current and future lost sales).

Field experiments are a useful part of the researcher’s toolkit because they
assess what people do (rather than what they say they will do) and, if they are
properly designed, they allow causal inferences to be made. In some instances,
this is critical because even weli-intentioned consumers may not be able to
predict their behavior accurately. Sce Video 2 for an example of an
environmental-impact assessment at a hotel chain.

° VIDEO 2 Innovative Ways tc Change Customer Behavior
[l

=

Scan this QR code, click the icon, or use the link to access the video: bit.ly/hbsp2unnlInL.

Nonexperimental Research

Now that we have explored what is involved in experimental research, let's look
at how marketers use nonexperimental research to gain marketing
intelligence. The taxonomy of Exhibit 2 divides nonexperimental research into
approaches focused on qualitative data research (often best suited to initial
market explorations) and quantitative data (which generally require previous
knowledge of that market or a good understanding of the specific issues at
hand).

Qualitative data research tends to be oriented not to simple facts (e.g., the
frequency with which one purchases the Financial Times) but rather to more
fundamental, open-ended questions, such as, “How do I feel when I have missed
reading the Financial Times?” The most common qualitative research methods
are in-depth individual interviews, focus groups, and direct observation (and its
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close relative, empathetic design). The first two methods, which were also used
in the Planters customer research, use open-ended questions such as “What do
you consider when buying a new skin treatment?” Open-ended questions give
subjects the ability to express themselves in their own terms.

In an in-depth individual interview, the interviewer does not have a
predetermined set of questions to ask the respondent. Rather, the objective is to
engage in a conversation with the respondent as he or she speaks freely and in
detail about the topic of interest. These interviews may last an hour or more.
Interview sKkills that keep the discussion on the topic of interest without unduly
constraining the respondent are critical to this method’s success. A skillful
interviewer uses follow-up questions to probe into the respondent’s feelings
about the topic, expressed in his or her own terms. For example, L’Oréal
conducted research interviews for its Plénitude brand and learned a critical
piece of information when one participant described why she stopped using the
brand: “To me it has a greasy feel. I don’t like it. You feel like you are putting
Crisco on your face.”?!

A focus group, on the other hand, relies on group interaction rather than an
interviewer to stimulate discussion. It typically brings eight to ten people into a
room (in person or via the Internet) for one to two hours of open-ended
discussion on a topic managed by a moderator.

Companies often face a choice between the in-depth interview and a focus
group. Focus groups are more commonly used because the interviewer effect is
less strong, and companies are usually interested in the results of the group’s
brainstorming. Yet focus groups can be difficult when the topic is sensitive. Thus,
when Eli Lilly was planning the launch of Cialis, it conducted in-depth individual
interviews with potential patients and partners of potential patients rather than
using focus groups.22 In contrast, when Kiehl’s sought qualitative information on
perceptions of its skin-care brand, focus groups were determined to be
appropriate.23

Focus groups are particularly appropriate for exploratory research—at the
uncertain beginning of a project—when a company is entering a new market or
product or service area and is looking for insights, perhaps not even knowing
the right questions to ask. The open-ended nature of focus groups makes them a
good instrument for drawing out the complexity of consumers’ thoughts and
feelings.

One drawback to focus-group research, however, is that it can be relatively
expensive (participants are usually paid a fee for their participation, given the
time involved), so the group usually is small. That small number makes
extrapolation of results to the general population problematic. Another
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disadvantage is that the dynamics of the group may be such that less assertive
members will go along with whatever the more vocal participants say. Skillful
moderators try to ensure broad participation in the discussion. Despite these
drawbacks, focus groups are widely used, and the information or tentative
hypotheses obtained from focus-group participants can be tested at a later stage
in quantitative ways.

Focus-group sessions are often recorded for later analysis or are viewed
directly by the client firm. Direct viewing is preferred by many because it
captures the expression of emotions that would be missing in a transcript. For
example, Black & Decker’s CEO Nolan Archibald reported the importance of
watching recorded focus groups to sense the passion that tradespeople had
about power tools and specific brands. (See the sidebar “Tips for a Better Focus-
Group Session.”)

Tips for a Better Focus-Group Session

e Be clear about the issue at stake.

e Select participants who have some standing ox experience in the topic

area.

e Engage a moderator who is knowledgeable about the topic but who will
not be overbearing. This person should be able to draw people out,
redirect them when they get off track, and prevent one or two people

from dominating the discussion.

e Ensure that the moderator is objective and does not bias the discussion.

Although focus groups have been a staple of market research for many years,
there has always been concern about the cost of assembling an in-person group
and the possible effect of having all participants from the same geographic area.
Thus, recent years have seen the emergence of the online focus group. For
example, 20|20 Research, a proprietary research firm, offers two types of online
focus groups.24 In its QualBoard, a group is convened through an online
chatroom, and the moderator poses a question; each participant is asked to post
a response within some time limit, such as one hour. The post could be text,
images, or video. Participants review each other’s responses, and the moderator
then prompts with another question. The firm’s other online option, the
QualMeeting focus group, uses web cams and video streaming to replicate, as
much as possible, the experience of a live, on-site focus group.

The third and final qualitative approach is direct observation. Much can be
learned by simply observing people in the act of shopping or using their
purchases. How people shop can complement the knowledge of what was
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purchased. For example, a home improvement and building supply store with
precise sales data could benefit from knowing: Did those customers enter the
store and proceed directly to the items on their shopping lists, or did they
wander from aisle to aisle? Was this a frustrating hunt or a pleasant stroll? How
many customers sought help or advice from store personnel? These are
important questions and the answers can be informed by simply watching
people. Some stores use video cameras for this purpose. Others have someone
tag along with randomly selected shoppers. Researchers can now alse use the
Global Positioning System (GPS) function in smartphones to track the
movements of shoppers within a store. Note that in all these cases, however,
researchers should collect such data with the utmost respect for consumers’
privacy, obtaining informed consent when appropriate and storing the data
safely.

An inventive and effective direct-observation approach was Intuit’s “follow-
me-home” program, in which an Intuit employee asked a person purchasing
Quicken software in a store if he or she could accompany the customer home to
observe the installation of the software. intuit knew that it could achieve its
main goal (a delighted customer who recommended the product to others) only
if the initial interaction with the product—its installation—was positive, so it
was willing to make this effort tc gain that knowledge.?5 Intuit’s CFO commented
on the importance of this program: “By observing someone in their natural
habitat we can determine how often they get interrupted when they are trying
to do taxes, payroll or perform some other task .. . that process of observing the
customers provides us with deep customer immersion and has helped us focus
on things customers really like and appreciate, and not burden them with things
you can do but nobody cares about.”2¢ (For additional related information on
direct-observation research, see the sidebar “Lead Users: A Special Class of
People.”27)
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Lead Users: A Special Class of People

When engaging in direct-observation research, marketers should pay attention
to lead users. These users are individuals or companies—both customers and
noncustomers—whose needs are far ahead of market trends. Such a user might
be a pioneering radiologist searching for better methods of producing or
interpreting images, or the user might be a military pilot, professional athlete,
or engineer who has discovered a way of modifying off-the-shelf products to
achieve substantially greater effectiveness in the field. Most are early adopters
of new technologies. The demanding needs of lead users motivate them to
produce innovations that suit their unique requirements—often before their
suppliers even think of them. The adept marketing-intelligence gatherer will

seek out and engage these users whenever possible.

Source: Harvard Business Essentials: Marketer’s Toolkit: The 10 Strategies You Need to Succeed (Boston: Harvard
Business Press, 2006), pp. 43-44.

Closely related to direct observation is the observational approach called
empathetic design. Researchers observe people using a product or in the act of
routine activities at home or at work, such as the approach used by the P&G
Swiffer team that was shown in Video 1. Researchers and R&D personnel who
conduct empathetic design look for “pain points” and user frustrations that
might be eliminated through an innovative product or service design.
Empathetic design is also used by product developers to uncover latent needs
that may be difficult for a consumer to articulate. In the simplest terms,
practitioners of empathetic design “walk in the shoes” of their subjects,
observing and experiencing their world in purposeful ways. Some of those
practitioners are actually trained anthropologists. IDEO, a leading design firm,
offers a course in empathetic design that covers five “key skills for insights”:

1 Observe—“Listen with your eyes” and discover what people really care
about.

IN

Learning from Extremes—Stretch your thinking beyond assumptions and
get to bolder ideas.

I

Interviewing—Conduct interviews to get deeper, more honest responses.

4 Immersive Empathy—Learn what it means to “walk in someone else’s
shoes.”

5 Sharing Insights—Craft compelling insights that will inspire innovation.28

Note that when considering any of the methods we have described, marketers
should bear in mind that research has shown the mere act of observing can alter
the behavior of the observed subject. Given that qualitative research methods
usually bring researchers and subjects into close proximity (to varying degrees),
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marketers should keep this caveat in mind and take care that the observation is
as unobtrusive as possible.

Quantitative data research methods take a nonexperimental approach (see
Exhibit 2) to collecting numeric data suitable for statistical analysis. Marketers
usually do this with surveys, which can be used to collect data on a wide range of
topics. As noted above, Planters used surveys to assess consumers’ perceptions
of the relative healthiness of various nut types, their awareness of Planters
Peanuts, and the overall quality of Planters.

To find out how well the market would receive its new product, Colgate-
Palmolive conducted a concept test in Mexico and China for Max Fresh
toothpaste, which combines toothpaste and mouthwash.2® In this survey
(conducted by Nielsen as a BASES test, a popular research procedure),
respondents were presented with a concept statement on the theme of a “new
dimension of freshness” and asked how likely they would be to purchase the
product; scoring was ranked on several different dimensions.

Surveys can be administered online, in person, over the phone, or by mail. In-
person surveys are expensive but are sometimes necessary, especially for longer
surveys or those that require tangible presentations of products. But most
surveys and other kinds of quantitative research need not be expensive.
Consider the relatively inexpensive online surveys sent by Consumer Reports
(CR) via e-mail to its subscribers. CR, which tests and reports on the
performance and quality of hundreds of consumer goods and services each year,
uses these surveys to compile data on the performance, reliability, and owner
satisfaction associated with automobiles, household appliances, and other
products and services. CR’s surveys, and others like them, are highly automated
and can collect and array large volumes of data at low cost. For an example of
common types of survey questions, see the sidebar “Crafting Quantitative
Surveys.”
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Crafting Quantitative Surveys

Quantitative surveys use a variety of question types:

e (losed-end questions that limit the range of possible responses:

“Would you recommend this product to others?”

[] Yes [] No [ ] Not sure

e Dichotomous questions that require a choice between two responses:

“When you purchased your VW Jetta, was it new or used?”

[] New [] Used

e Multiple-choice questions that offer a list of possible answers:

“When you purchase a new car, how long do you usually keep it?”
[] 1-2 years [ ] 3-4 years [ ] 5-6years [_| More than 6 years

e A rating scale that offers respondents a low-to-high continuum of possible
responses:
“How would you rate the fuel efficiency of your vehicle?” (1 = poor; 5 =

excellent)

01 2 03 [©O4 ©Os

The most reliable way of taking the pulse of a customer population is to
conduct a census, that is, a polling of the entire population. A census may be
feasible if the particular population being researched is small and accessible.
However, because marketers often deal with large, widely dispersed populations
(people whose professions might range from retired military personnel, for
example, to teachers, hairdressers, or gardeners), the only practical and cost-
effective way of tapping the insights and preferences of these populations is
through sampling. A sample survey queries a subset of the total population of
interest. Ideally, the data collected from this subset will allow researchers to
make inferences applicable to the total population, allowing for some acceptable
level of error.

While the technicalities of sample surveying are beyond the scope of this
reading,3° the discipline of statistics can tell us how many individuals we must
survey to make an inference about the larger population in question with a
certain degree of confidence. It would also tell us that we should select those
individuals randomly from the population.
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Consider the following example: A student at Harvard Business School wanted
to know how her fellow students felt about the school’s proposed curriculum
changes. She determined that, with an approximate MBA student body of 1,300,
a sample size of 200 would be sufficient for the statistical significance she
sought. But how would she select these 200 students? At first she considered
sending an e-mail blast to the entire student body with the message: “What do
you think of the proposed curriculum changes? Let me know if you’d like to be
part of a survey.” She would send a questionnaire to the first 200 who
responded. She realized, however, that this approach would not yield a random
sample because those who responded first would probably be students with
strong opinions on the issue and not be representative of the student population
as a whole. Thus, she simply chose a random sample of 200 from the total
student body.

This example illustrates one possible source of error that can occur when
taking a survey, namely, that nonrandom selection biases the outcome. Other
sources of survey error include:

Insufficient sample size; nonresponse from many selected participants
Poorly constructed survey instrument
Influence of interviewer biases on the way questions are asked

Lack of truthfulness in respondents’ answers
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The New Yorker cartoon humorously depicts problems caused by interviewer
bias and a poorly constructed survey instrument.
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U Next question: | believe that fife it o constant striving for
balance, reguiring freguent tradeoffs between morality and
necessity, within o cyeltc pattern of joy and sadness, forging a
trail af briterswert memories until one :h;?:j ineviiably, into
the gows of death. dgree or disagreef®
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Surveys that attempt to pin down customer desires are hampered by the
tendency of customers to describe what they want in terms of what they already
have and understand. This problem is especially acute in areas of technology,
where customers are not aware of the technical possibilities understood by
company engineers and scientists. As Henry Ford famously quipped: “If I had
asked people what they wanted, they would have said faster horses.” And so
today’s survey respondents might say that they want faster computers, lighter-
weight suitcases, more cat food flavors, cars with better fuel economy—that is,
marginally different or improved versions of what they already have and
understand. Steve Jobs shared Ford’s thinking about the value (or lack thereof)
of asking customers what they want. He didn’t look to customers for his
revolutionary ideas when creating his Apple devices.

Many surveys are now conducted online with free software. Some software
companies have advertised their products as enabling one to create “a survey in
minutes” with simple and easy-to-use tools. Care must be taken, however, to
ensure valid, reliable data. The four-step model described in Video 3 sets out the
required discipline one needs to bring to survey design.
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° VIDEO 3 Get Meaningful Results from Your Surveys

E‘.-g- IEI‘ Scan this QR code, click the icon, or use the link to access the video: bit.ly/hbsp217nlu3.
[OFH=2

A variety of statistical techniques can be used to derive insight from the data
collection effort. Two especially useful methods are conjoint analysis and
perceptual mapping.

2.2.3 Conjoint Analysis

Conjoint analysis is a marketing research technique designed to determine how
consumers value the different attributes or features that make up a product and
the trade-offs they are willing to make among those different attributes or
features.

Consumer Preferences and Market Research Limitations

To determine consumer preferences, market researchers can ask direct
questions in a survey, for example, “In purchasing a new car, how important is
fuel economy to you?” If those same marketers were to ask consumers a more
detailed question—for example, “How much more valuable is a car with a 3.0-
liter, six-cylinder engine, compared with a 4.8-liter, eight-cylinder engine?”—the
average consumer would probably have trouble answering. Even if the
consumer had expertise in the field and could respond with a numerical or a
dollar value, that value still may not accurately represent the way the consumer
would actually make choices once he or she is in the marketplace.

As marketers tried to find a solution to this complication, they discovered that
the best way to determine the value of a specific product feature (such as fuel
economy) is not to ask consumers a singular value question. Instead, the idea is
to present them with a number of product options (cars, in this case) described
not only by the measured product feature (size of the engine, which would affect
fuel economy) but also by other product attributes or features (such as price,
horsepower, upholstery, and brand).

How Conjoint Analysis Works

Conjoint analysis can be applied in several ways, including:

Defining a product: A fundamental idea in conjoint analysis is that a product
can be broken down into a set of relevant attributes. By defining products
as collections of attributes and having the individual consumer react to a
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number of alternative products, researchers can ultimately infer each
attribute’s relative importance for the consumer.

Study design: In the simplest form of conjoint analysis, marketers present
individuals with two different product options, each with different
attributes, and ask them to choose their preferred option. By repeatedly
asking potential customers to choose one option or a product bundle frem
a competing set (or to rate each of the product options on a numerical
scale) and then running various regression analyses on the results,
researchers can infer the value of each individual attribute, essentially
replacing the relatively inaccurate method of asking the consumer about
each attribute in isolation.

Conjoint analysis has become a tool in the repertoire of all major market
research firms and of many companies. Today many industries use the conjoint
analysis research technique when designing and pricing a product or product
line. For example, earlier we described Basecamp’s use of an experiment to
configure and price its “freemium” offering optimally. Evernote also faced
similar questions in pricing its note-taking software and productivity apps, and
chose to address them via a conjoint survey rather than an experiment.31

Automobile manufacturers also use conjoint analysis with potential
customers when cars are still in the design stage. In today’s automotive market,
the product design complexity overruns the capabilities of basic regression tests,
and computerized software analysis is often used instead. In the computerized
questionnaire, all the key attributes that the auto manufacturer wants to test are
presented, such as the brand name, engine power, fuel consumption,
environmental performance, and price. Data collection begins when consumers
are presented with two product bundle descriptions—as shown in Exhibit 3—
and then asked, “Given a choice between Car A and Car B, which do you prefer?”

EXHIBIT 3 Conjoint Analysis: Pairwise Comparison of Car Brands
on Bundled Atiributes

CarA CarB

German brand Japanese brand

Fulfills minimum environmental Exceeds minimum environmental
requirements requirements

Fuel consumption: 16 liters/100 km Fuel consumption: 12 liters/100 km
Horsepower: 250 Horsepower: 220

Price: $29,000 Price: $23,000

If you prefer A, press A. If you prefer B, press B.
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Once the consumer makes a choice, the conjoint analysis software produces
another pair of bundles and another choice to be made. With each choice, the
program begins to “learn” the respondent’s preferences and adapts the
questions to pinpoint the relative importance that the respondent places on each
attribute in areas of uncertainty. Between 15 and 20 choices are typically
needed to calibrate the underlying value system of each respondent. Once these
value systems are calculated, the researcher can use the software to simulate
various market scenarios and the product’s resulting market shares.

Conjoint analysis has a broad array of applications in industrial settings. The
most common applications include:

Attribute importance. Determine the overall importance and consumers’
willingness to pay for a proposed new product attribute or feature (e.g., a
sunroof on a car; see Interactive Illustration 2).

Trade-off analysis. Quantify the trade-offs that potential customers are
willing to make among the various product features under consideration in
the product design.

Market-share forecasting. Predict the market share of a proposed new
product given the current offerings of competitors (see the market share
calculation formula and Interactive Illustration 3).

Cost-benefit analysis (see Interactive lilustration 4). Weigh customer
preference of product design features against their incremental costs.

To help you understand and interpret conjoint analysis results, Interactive
Illustration 2 presents the output of a conjoint analysis study. The report
provides the customer utility of 15 different aspects, from brands to engine size,
to price levels. Using these utility scores, calculate the total customer utility of
the provided bundle. By making a utility-positive change, such as adding a
sunroof, the utility of the entire bundle increases. How much can you increase
the price of the car to bring the customer utility back down to the original
bundle that did not include the sunroof?
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@ INTERACTIVE ILLUSTRATION 2 Interpretation of Conjoint Analysis Results
Eigm
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Scan this QR code, click the image, or use the link to access the interactive illustration: bit.ly/hbsp2GhNOo7
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To forecast the market share, the company must know which other products a
consumer is likely to consider when making a selection in the category. Each of
the competitive products’ features must be included in the experimental design.
If these conditions are met, the inarket share can be calculated with the
following market share calculation formula:

Market Share; = i—

where

u; is the estimated utility of product i
u; is the estimated utility of product j
n is the total number of products in the competitive set

In Interactive Illustration 3, you can use the conjoint analysis utility output
table provided to consider a closed market that sells only four cars, one from each
car manufacturer. Using the market share calculation formula above, forecast the
market share that will be captured by each car.
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Ok Scan this QR code, click the image, or use the link to access the interactive illustration: bit.ly/hbsp2untMXT.

@ INTERACTIVE ILLUSTRATION 3 Market Share Forecasting with Conjoint Analysis

"
To calculate a car manufacturer's expected market share, drag each of the Utility Totals into the denominator Attributgo Level U(ilityo

in the formula below, and select one car's Utility Total to drop into the numerator.
Price $23,000 +2.10

$25,000 +1.15

Toyota 250 HP 290 HP Kia Ford
250 HP +1.06 200 HP +1.18 220 HP 220 HP $27,000 -1.56
+1.60 -1.60

Cloth Cioth Leather Cloth Cloth
No -1.60 No No No $23,000 -1.69
Sunroof Sunroof Sunroof Sunroof

$27,000 $29,000 $23,000 $23,000 Brand Toyota +0.75

$27,000 $29,000 $23,000 $23,000
-1.56 169 +2.10 +210 A s
Kia =127

Market Sh o eui ; is the estimated utility of product i

arket Share ; 4; is the estimated ulility of product / Horsepower 220 HP -2.24

250 HP +1.06
290 HP +1.18

Upholstery  Cloth -1.60

Market Share ; =

Leather +1.60

Sunroof Yes +0.68

o m‘ No -0.68
<IN

Interactive Illustration 4 offers you the opportunity to play the role of a
brand manager at Ford in the same small, closed market presented in Interactive
[llustration 3. Reacting to the utility scores of the three cars already on the
market, design a product bundle for Ford that will balance high customer utility
(and thus market share) and profit margin.
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@ INTERACTIVE ILLUSTRATION 4 Conjoint and Cost-Benefit Analysis
%‘% Scan this QR code, click the image, or use the link to access the interactive illustration: bit.ly/hbsp2pF0E9V..
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2.2.4 Perceptual Mapping

While conjoint analysis addresses consumer preferences and choice, perceptual
mapping aims to develop an informative picture of how consumers perceive a
brand and its competitors.

Pictures also play a role in new-product development, as evidenced by the
common usage of terms such as product positioning and market structure. These
terms suggest that managers are visualizing a map of the marketplace in which
brands or products are positioned against one another and vie for spaces on the
map. Accordingly, marketing managers often ask researchers to analyze data by
means of perceptual mapping. This research tool was developed to replace the
often informed but subjective judgment of managers on market structure with a
framework based on hard data collected about customer perceptions.

Perceptual mapping derives its name from the fact that the output is a map of
brands or products set out on coordinates defined by attributes relevant for the
category. For example, L'Oréal engaged in perceptual mapping in support of its
Plénitude product line.32 [t collected data on 15 product attributes to understand
customer perceptions of Plénitude and of key competitors’ products, including
Pond’s, Oil of Olay (now called simply Olay), and Estée Lauder. The attributes

included “good value for the money,” “available in stores where you shop,” “face
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stays younger-looking,
“exfoliates the skin.”

technologically advanced,” “relieves dryness,” and

Using a scale ranging from -10 to +10, L’Oréal asked respondents to judge
statements of the following sort:

Plénitude is “technically advanced”

where -10 = completely disagree, and 10 = completely agree

Data collected from respondents were analyzed statistically to produce a visual
representation that captures, as closely as possible in two dimensions, the
competing brands’ positions on the 15 attributes (Exhibit 4). The center of the
circle is 0, or neutral; the higher the respondents rated a product on a given
scale, the farther out the product is on the axis of that attribute. Brands close
together were seen as similar to one another. Attribute arrows pointing in the
same direction indicate attributes that consumers saw as highly correlated
across brands. This map told L'Oréal that consumers perceived Plénitude to be
similar to Nivea and close to Clinique and Estée Lauder. It was clearly different
from Olay on many dimensions. Avon was very different from L’Oréal on a
number of dimensions.

EXHIBIT 4 L'Oréal’s Perceptual Map of Brand Imagery

Available in stores where you shop

Good value for the money ‘ Contains AHA
Face stays younger-iookin o i i
yS younger-iooking e, Alpha Hydrox Exfoliates the skin

Formulated for nighttime
Products mother uses/used ® Olay Nivea ® @ L'Oréal

Reasonably priced Technologically

li advanced
Can use on sensitive skin Clinique ® @ Estée Lauder
Leaves skin feeling soft
Relieves dryness

® Avon

Offered in a variety of formulas

Offers free samples  Contains sunscreen/SPF
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Interactive Illustration 5 presents the map in a way that allows you to
isolate the data for each attribute as well as for each brand. Click on an attribute
to see how strongly each brand was associated with that attribute. Alternatively,
select a brand to see its scores across all attributes. Select two brands to
compare how the market has scored them.

@ INTERACTIVE ILLUSTRATION 5 L'Oréal’s Perceptual Map of Brand Imagery
[

= Scan this QR code, click the image, or use the link to access the interactive illustration: bit.ly/hbsp2ujSaKc.

Mvailabln in sicees whane you shap

Exfoiiates the sivn

i Pond's ‘Alpha Hydrox

Clay . L'Ores!

Hives Technologically advanced

Estéo Latsder
Clinigue

m Ha
oyright €

In this reading, we have described the basic intelligence-gathering techniques
that marketers commonly use. We have also tried to illustrate how those
methods can be crafted into an effective overall research program. Readers may
refer to Exhibit 5 for a concise chart of the main research tools used today by
marketing managers and the market researchers who support them. The exhibit
indicates when these tools are most appropriate, as well as caveats managers
should consider in applying them.
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EXHIBIT 5 Nonexperimental Research Methods

The product or service is a complex bundle of attributes.

Conjoint analysis

Focus groups

In-depth
interview

Internal data

Observation and
empathetic
design

Perceptual
mapping

Review of
secondary
research

(“desk research”)

Surveys

AiB testing

There is a need to test a company’s value proposition.

You need to understand which combination of attributes
will appeal most to customers.

The issues are not well understood.
Attitudes and motivations must be uncovered.

There is a need to generate ideas to be studied through
quantitative research.

The subject would make group interaction useful.

The issues are not well understood.
Attitudes and motivations must be uncovered.

There is a need to generate ideas to be studied through
quantitative research.

A focus group would be difficult to conduct.

Budget is small or nonexistent.

Data are available in the company’s information
systems.

You are trying to understand how people shop for or
use products.

You are probing for unspoken needs and pain points.

There is a need to understand the structure of particular
product markets and to learn how the competitors’
products are perceived.

Budget is small or nonexistent.
Speed is essential.

You need to focus your primary data search through
better understanding key uncertainties about the
market.

information is needed quickly.
Budget is limited.
You need to quantify market issues.

Questions can be precisely stated.

There is lots of traffic to website (can quickly and easily
get large sample sizes).

You can craft clearly defined research questions (e.g.,
Does one image on the home page do better at
converting customers than a different image?).

Weaknesses

Useful only when the product can be viewed as a
bundle of attributes.

Limited to informing product-design decisions.

Expensive and time-consuming.
Does not provide a representative sample.

The moderator and group dynamics can skew
results.

Expensive, especially for face-to-face interviews.
Does not provide a representative sample.

Results may not be easy to interpret or tabulate
and may be vulnerable to interviewer bias.

Useful in describing what has happened but not
what might happen.

Seldom a stand-alone form of research.
Expensive and time-consuming.

Does not provide a representative sample.

Offers insights into perceptions only; does not
address wants, preferences, and likelihood of
purchase.

Seldom provides the specific data that managers
need in making marketing-mix decisions.

Results are only as good as the survey design
and sample population surveyed.

Care is needed because consumers can
understandably get upset when testing, for
example, different prices or product benefits.

Generalizability: Think clearly about whether your
findings generalize to (i.e., apply to) other
samples.
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2.3 Building a Research Program é

In the previous section, we looked at the advantages and disadvantages of
various ways to gather research. Note that, because the appropriateness of a
particular method varies according to the circumstances, researchers rarely rely
on just one. Marketing research is an ongoing process, one that continues across
the life of the product and brand. One set of methods may be most appropriate
before a product launch, and another may be more feasible after the product has
been well established. Therefore, marketers should continually assess
information needs against appropriate methods of research.

It is one thing to build and execute marketing research and supply the
resulting data; it’s another to translate this data into insights that reflect a deep
and informed understanding of the relationship among the customer, the
marketing environment, and the company’s offerings.

Unilever has articulated this in its creation of a successful “insights engine,”
the structure to support an understanding of customers in a way that drives
business growth.33 Some observations in a study of Unilever and other high-
performing companies’ insights functions include the following:

e “What matters now is not so much the quantity of data a firm can amass
but its ability to connect the dots and extract value from the information”
along with an organization’s ability to effectively link “disparate data
sources.”

e “Overperforming companies ... embrace a culture of experimentation.”

e In high-performing organizations “the insights functions were skilled at
whole-brain thinking”—a balance between traditional quantitative
analytics (left-brain thinking) and creativity, experimentation, and risk-
taking (right-brain thinking).

o Inany firm, the research team will “gather and analyze data. But today this
is the minimum needed for success. Being able to translate this capability
into customer-centric growth is what distinguishes winners from losers.”34

This reading describes a wide variety of techniques, including their strengths
and weaknesses. This reading should provide a foundation for constructing a
research program capable of providing insights and profitable action
implications. With the array of techniques available, and with technology driving
down the cost of data collection and time required, the days of “marketing by
hope” should be crushed by a “marketing by knowing” attitude and skill set.
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3 KEY TERMS

BASES test A concept test that assesses a sample of consumers’ reactions to a
concept with a key measure being their expressed purchase intention. With this
measure and others, such as perceived uniqueness of the product, BASES makes
a market share forecast.

census A complete canvas, count, or survey of an entire population that is
being studied.

conjoint analysis A research tool that estimates how subjects set priorities or
make trade-offs among different attributes of a product or service.

empathetic design Qualitative research that makes use of observation,
particularly observations of people using a product or struggling with routine
activities at home or at work.

experimental research Research that manipulates the environment and then
measures the effect. This type of research seeks causal relationships.

field experiment Experimental research conducted outside a laboratory
setting (e.g., test market).

nonexperimental research Qualitative or quantitative research that aims to
answer questions about market size, customer preference, and trade-off
behavior without introducing any manipulation of an environment.

perceptual mapping A research method whose output is an image
representing customer perceptions of one company’s offerings relative to those
of competitors.

qualitative data research Research that generates information that is not
amenable to numerical measurement or statistical analysis.

quantitative data research Research that collects numeric data, generally
through sample surveys that can be used for measurement and statistical
analysis.

test market A field experiment in which, for example, researchers place a new
product in one or more stores, promote purchasing, and then observe customer
responses.

treatment The manipulated variable in experimental research.
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